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Psychological Well-being of Budding Entrepreneurs

M. Birasnav*
S. Rangnekar**

Abstract:Abstract:Abstract:Abstract:Abstract: An entrepreneur is a person who decides to create wealth and
add value to the productive process. He/she tends to walk differently, march on his/
her own path and is highly creative. Significant attention is given to entrepreneurship
as it reduces unemployment and creates wealth. This paper analyses the psychological
well-being of budding entrepreneurs by using Ryff’s model (questionnaire which
comprises six factors, such as autonomy, environmental mastery, personal growth,
positive relations with others, purpose in life and self-acceptance. The data collected
on the basis of these factors has been tested with different statistical tools to a
sample size of 64, (N = 64). The results indicate that budding entrepreneurs have
a positive affect of psychological well-being. Age and educational qualification of
budding entrepreneurs do not affect their psychological well-being.

*Mr. M. Birasnav, Research Scholar, Department of Management Studies, Indian Institute of Technology Roorkee,
  Roorkee.

**Dr. S. Rangnekar, Assistant Professor, Department of Management Studies, Indian Institute of Technology
Roorkee, Roorkee.
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NENENENENE of the priorities of the government is to
encourage entrepreneurship as it gives an
important opportunity to create employment

and economic growth. The government allocates
substantial fund to create entrepreneurs and encourages
all institutions to set up Science and Technology
Entrepreneurship Parks (STEP) to create an institutional
mechanism to promote entrepreneurial culture among
students through Entrepreneurship Development
Programme(EDP). The STEP provides training to
students who are willing to start a business without
consideration of the organisational size. In this paper
we refer to such students as budding entrepreneurs.

Ethnic network is an important medium through
which entrepreneurial skills and knowledge are transferred
to budding the entrepreneurs. An informal vocational
education system, which stems from ethnic network,
provides mentors as well as on the job training
(Dana, 2001). This network facilitates the introduction
of entrepreneurs to the wholesalers and warnings of
government inspections.

In general, an entrepreneur has the following
traits (Sexton et al., 1985):

i.i.i.i.i. moderate risk-taking propensity;
ii.ii.ii.ii.ii. ability to tolerate ambiguity;
iii.iii.iii.iii.iii. an internal locus of control;
iv. iv. iv. iv. iv. high need for autonomy, dominance, independence
and self-esteem; and

v.v.v.v.v. a low need for conformity and support.

The entrepreneurs need autonomy to direct the
resources of his/her organisation as well as
independence in decision-making. The entrepreneur’s
gender plays an important role in determining these
traits in the individual. Females have scored
significantly lower on two traits related to risk taking
and energy level, and higher on two traits related to
autonomy and change than males (Sexton et al.,
1990). The environment, whether local, regional or
global, is a major concern for many entrepreneurs.
They see problems in our society’s system as well
as a lack of awareness at an individual level.
Entrepreneurs need to set goals and accomplish
them through their own efforts. Entrepreneurs have
also to develop their potential continuously.

IntroductionIntroductionIntroductionIntroductionIntroduction

OOOOO
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A very interesting question that arises in our
minds nowadays is that how do we identify the
entrepreneur who has positive or negative psychological
well-being? This significant question bears the solution
to many of the psychological problems that the
entrepreneurs face. This study was carried out to
identify which psychological factors influence the well-
being of budding entrepreneurs the most.

Literature ReviewLiterature ReviewLiterature ReviewLiterature ReviewLiterature Review
To better understand the emergence of

entrepreneurial activity in a given country, we need
to complement the analysis of the psychological and
non-psychological characteristics of the individual
entrepreneur. The psychological factors are creativity,
tendency towards risk taking, need for achievement,
desire for autonomy and independence, and search
for power. The non-psychological factors are education,
experience in creating firms, social position that
facilitates the decision to exploit opportunities. Exploiting
these opportunities depend on how entrepreneurs live
and work (Cuervo, 2005).

Today all countries are paying special attention
to promote entrepreneurial activities. Entrepreneurial
opportunities in Israel are well created and thus
entrepreneurs there have a higher social status than
Americans and Hungarians. The Israelis are great
risk-takers while expressing the readiness to leave a
secure job to establish a business. The Israelis and
Americans are also reported to be high on initiative
and independence than Hungarians (Pines et al.,
2005). The lacunae of the educational system in
India do not necessarily promote entrepreneurial thinking,
creativity or innovation (Dana, 2001). New generations
of individuals, that is, budding entrepreneurs with
talent and excellent training, are being added to
these situations by educational institutions.

Entrialgo and others concluded that the individuals
who best tolerate ambiguity are more innovative,
willing to take a risk and present a more proactive
behaviour (Entrialgo et al., 2000). Similarly, there
are significant differences in the entrepreneurial orientation
depending on the tolerance for ambiguity. Budding
entrepreneurs are required to tolerate ambiguity in
different situations; these are only tackled by proper
training provided by institutions to handle ambiguity.
In relation to well-being, when adults in different
occupational settings have been examined, loss of
employment has been found to impact negatively on
well-being. For example, cross-sectional studies
contrasting unemployed with employed people have
identified higher levels of psychological distress (Waters
et al., 2002), depression and lower levels of self-
esteem (Muller et al., 1993) in the unemployed
groups. The evidence for adults who were insecurely
connected to part time jobs or intermittent work is
that they also differ on the level of well-being
depending on their occupational status.

The government promotes entrepreneurship as
it reduces unemployment in the country. Specifically,

men are more affected by unemployment than women
(Theodossiou, 1998). Adolescents, without full-
time paid work have shown poorer well-being than
adolescents who are doing full-time     work (Morrell et
al., 1994). Parasuraman and others examined three
indicators of entrepreneurial success and well-being:
career satisfaction, family satisfaction and life stress.
They concluded that gender influences the career
success and well-being of entrepreneurs primarily
through its effect on time commitment to work and
time commitment to family. This is because women
entrepreneurs devote significantly more time to family
than men and men entrepreneurs devote more time
to work than women (Parasuraman et al., 1996).

Creed and others examined the well-being and
career decision-making self-efficacy of adolescents
before and after leaving school. Leaving school
improved the well-being and confidence to some
extent. One group was disadvantaged by having
poorer well-being while at school, which predisposed
them to disadvantage in the labour market (Creed et
al., 2003).We found that the Ryff’s model (Ryff,
1989) for psychological well-being was suitable to
identify the type of budding entrepreneur’s psychological
well-being. Her model consists of six aspects:
autonomy, environmental mastery, personal growth,
positive relations with others, purpose in life and
self-acceptance. These six aspects are well-suited
to different situations. This model has widely been
used by many researchers (Van Dierendonck, 2005;
Vleioras et al., 2005; Lindfors et al., 2006; Cheng
et al., 2005; Kafka et al., 2002). The six aspects
of Ryff’s model are described below:

i .i .i .i .i . Autonomy: Being self-determined and independent;
i i .i i .i i .i i .i i . Environmental mastery: Being able to choose or
create contexts, which are appropriate to one’s
psychological condition;

iii.iii.iii.iii.iii. Personal growth: Continuous development of one’s
potential;

iv.iv.iv.iv.iv. Positive relations with others: Maintaining warm
and trusting relationships and being able to love;

v .v .v .v .v . Purpose in life: Setting goals, intentions and a
sense of direction; and

vi.vi.vi.vi.vi. Self-acceptance: Having a positive opinion of
oneself.

All the above six aspects are important for
budding entrepreneurs to start a business and are,
therefore, used for this study.

Objectives of the studyObjectives of the studyObjectives of the studyObjectives of the studyObjectives of the study
The objectives of this study are:

i .i .i .i .i . To find out whether the budding entrepreneurs
have positive or negative psychological well-being.

i i .i i .i i .i i .i i . To analyse the impact of entrepreneurship factors,
mainly those affecting the status of psychological
well-being, on budding entrepreneurs.
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HypothesesHypothesesHypothesesHypothesesHypotheses
This paper tests the following three hypotheses:

H 1 :H 1 :H 1 :H 1 :H 1 : Budding entrepreneurs have a positive affect
psychological well-being.

H2 :H2 :H2 :H2 :H2 :The psychological well-being of budding
entrepreneurs is irrelevant to their educational
qualification.

H3 :H3 :H3 :H3 :H3 :Budding entrepreneurs who are more than 24
years of age have a high level of positive affect
psychological well-being than those who are
less than 24 years of age.

MethodologyMethodologyMethodologyMethodologyMethodology
QuestionnaireQuestionnaireQuestionnaireQuestionnaireQuestionnaire

The questionnaire used for the study comprised
six dimensions. Each dimension had nine items
developed by Ryff concerning psychological well-
being. One set of dimensions involved questions of
autonomy, the second set dealt with environmental
mastery, the third set concerned with personal growth,
the fourth set was to measure positive relations with
others. The fifth set was to measure the purpose in
life, the sixth set dealt with self-acceptance. The
scores were graded as strongly agree, moderately
agree, slightly agree, slightly disagree, moderately
disagree and strongly disagree with the rating of 1 to
6, respectively.

1. Autonomy1. Autonomy1. Autonomy1. Autonomy1. Autonomy

A budding entrepreneur’s autonomy means that
he/she is self-motivated, prefers an environment
where he/she has the freedom to act on goals or
tasks with little or no direct supervision. He/she is
comfortable in personal responsibility for his/her action
and also he/she is willing to seek advice. Autonomy
resists social pressures to think and act in certain
ways; evaluating oneself by personal standards. For
example, one can say in such a situation, ‘I have
confidence in my own opinions, even if they are
different from the way most other people think’.

2. Environmental mastery2. Environmental mastery2. Environmental mastery2. Environmental mastery2. Environmental mastery

Enterprises, whether small in size have come
to realize their market place in a dynamic and highly
complex environment where customer expectations
and the approach to selling stand in sharp contrast
to the domestic market. Success in the international
arena is a formidable challenge for all organisations,
especially for an early-stage company that must
figure out ways to get close to the customer to beat
the competition and drive new revenue streams. The
environmental mastery of budding entrepreneurs means
feeling competent and able to manage a complex
environment; choosing or creating personally suitable
contexts. For example, one can say in such a
situation, ‘I am good at managing the responsibilities
of daily life’.

3. Personal growth3. Personal growth3. Personal growth3. Personal growth3. Personal growth

To survive in today’s competitive market, the
environment entrepreneurs must know about the changes
in technology to improve their knowledge and to
keep their employees aware of the changes. Personal
growth in view of budding entrepreneurs is the
feeling of continued development; potential and being
open to new experiences; feeling increasingly
knowledgeable and effective. For example, one can
say in such a situation, ‘For me, life has been a
continuous process of learning, changing and growth’.

4. Positive relations with others4. Positive relations with others4. Positive relations with others4. Positive relations with others4. Positive relations with others

An important part of an entrepreneur’s life
depends on how he/she maintains relations with
others. The relationships are tested and used when
he/she markets his/her products. The entrepreneur’s
relationship with his/her employees decides their
organisation productivity. The positive relations with
others mean having warm, satisfying, trusting
relationships; being concerned about others’ welfare;
being capable of strong empathy, affection and intimacy;
understanding the give and take aspect of human
relationships. For example, one can say in such a
situation, ‘People would describe me as a giving
person, willing to share my time with others’.

5. Purpose in life5. Purpose in life5. Purpose in life5. Purpose in life5. Purpose in life

An entrepreneur’s goal setting decides the direction
in which his/her organisation is administering. This
means having goals and a sense of direction in life;
feeling that both present and past experiences are
meaningful; holding beliefs that give purpose to life.
For example, one may say in such a situation,
‘Some people wander aimlessly through life; I am
not one of them’.

6. Self-acceptance6. Self-acceptance6. Self-acceptance6. Self-acceptance6. Self-acceptance

Self-acceptance means having a positive attitude
towards oneself, acknowledging and accepting multiple
aspects of self; feeling positive about our past life.
For example, one may say in such a situation,
‘When I look at the story of my life, I am pleased
with how things have turned out so far’.

The Ryff questionnaire used for the study
comprised both positive and negative psychological
questions. For the purpose of analysis, we separated
all the positive questions from the negative questions
and obtained the total score between them.

Respondents of the studyRespondents of the studyRespondents of the studyRespondents of the studyRespondents of the study
India needs more entrepreneurs in the current

competitive scenario. All leading technical institutions,
such as Indian Institutes of Technology (IITs),
established STEP to promote budding entrepreneurs
in the high-level scenario of on-campus recruitments.
As many companies offer good package to students,
developing risk-taking aptitudes among the students
under such protected environment is vital. For this
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Table 1. Characteristics of the respondents inTable 1. Characteristics of the respondents inTable 1. Characteristics of the respondents inTable 1. Characteristics of the respondents inTable 1. Characteristics of the respondents in
the studythe studythe studythe studythe study

Figure 1. Educational qualification of theFigure 1. Educational qualification of theFigure 1. Educational qualification of theFigure 1. Educational qualification of theFigure 1. Educational qualification of the
participantspart icipantspart icipantspart icipantspart icipants

Table 2. The mean and standard deviation of theTable 2. The mean and standard deviation of theTable 2. The mean and standard deviation of theTable 2. The mean and standard deviation of theTable 2. The mean and standard deviation of the
six aspects of psychological well-beingsix aspects of psychological well-beingsix aspects of psychological well-beingsix aspects of psychological well-beingsix aspects of psychological well-being

      Dimensions      Dimensions      Dimensions      Dimensions      Dimensions     Mean    Mean    Mean    Mean    Mean         Standard    Standard    Standard    Standard    Standard
  deviation  deviation  deviation  deviation  deviation

 Age (20-36 years)     24.00    2.68
 Autonomy     04.58    0.76
 Environmental mastery     04.58    0.73
 Personal growth     05.11    0.78
 Positive relations with others     05.01    0.76
 Purpose in life     04.98    0.81
 Self-acceptance     04.64    0.64

       Aspects       Aspects       Aspects       Aspects       Aspects   Cronbach’s  Cronbach’s  Cronbach’s  Cronbach’s  Cronbach’s     ααααα     (alpha)(alpha)(alpha)(alpha)(alpha)
Autonomy     0.568
Environmental mastery     0.672
Personal growth     0.774
Positive relations with others     0.874
Purpose in life     0.728
Self-acceptance     0.703

Table 3: The internal consistency coefficient ofTable 3: The internal consistency coefficient ofTable 3: The internal consistency coefficient ofTable 3: The internal consistency coefficient ofTable 3: The internal consistency coefficient of
the six aspects of psychological well-beingthe six aspects of psychological well-beingthe six aspects of psychological well-beingthe six aspects of psychological well-beingthe six aspects of psychological well-being
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reason, STEP, IIT Roorkee, conducts Entrepreneurship
Development Programme (EDP) every year. According
to McMullan and others the best entrepreneurship
programmes offer a lot more than just drafting business
plans (McMullan et al, 1998). People can be
educated to start business with a potential for growth.
Even students who were not initially intending to
develop new businesses or become members of the
entrepreneurial team of small growing firms find
themselves so directed, perhaps by the norms and
expectations of the group or perhaps by the content
of their studies. The number of students who had
shown interest and joined the EDP was 64. These
64 students (men, 55; women, 9) who have
working experience of 0 to 16 years, agreed to
participate in this study.

This group had a median age of 24 years
(minimum, 20; maximum, 36). The respondents
were studying Bachelor of Technology (B Tech),
Master of Technology (M Tech), Master of Business
Administration (MBA), and Doctor of Philosophy
(PhD) in IIT Roorkee, with a majority studying
(MBA). The respondents first completed a form
requesting demographic information. Table 1 shows
the educational background of the respondents and
their age level. The graphical representation of the
number of participants and their educational qualifications
is shown in Figure 1.

VariablesVariablesVariablesVariablesVariables          Frequency         Frequency         Frequency         Frequency         Frequency  Percentage Percentage Percentage Percentage Percentage

GenderGenderGenderGenderGender
Male 55 85.94
Female  9 14.06

Age (years)Age (years)Age (years)Age (years)Age (years)
<21  2 03.13
21-24 38 59.38
25-30 22 34.37
>30  2 03.13

EducationEducationEducationEducationEducation
BTechBTechBTechBTechBTech

Male  4 06.25
Female  0 00.00

MTechMTechMTechMTechMTech
Male  6 09.38
Female  1 01.56

MBAMBAMBAMBAMBA
Male 39 60.94
Female  8 12.50

PhDPhDPhDPhDPhD
Male  6 09.38
Female  0 00.00

Statistical analysisStatistical analysisStatistical analysisStatistical analysisStatistical analysis
The Analysis of Variance (ANOVA) was used

for the study to test the effects of psychological
well-being of MBA with others (BTech, MTech and
PhD) based on their age below and above 25.
The internal consistency of the questionnaires was
calculated by computing Cronbach’s á for each of
the dimensions. All the tests were performed in
Statistical Package for Social Science (SPSS)version
12. Pearson’s correlation coefficients were computed
to examine the inter-correlations between the different
dimensions of psychological well-being.

ResultsResultsResultsResultsResults
The statistical analysis of the data shows that

there were generally significant differences between
the respondents in the sample on socio-demographic
(age, sex, marital status) and socio-economic status
(occupational status, income adequacy and
education). Table 2 shows the mean and standard
deviation of the six aspects of psychological well-
being. The aspects personal growth and positive
relations with others are rated high by budding
entrepreneurs. Least deviations on the responses of
students are found on all aspects excluding their
age.
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 Age 1
 Autonomy -0.12  1
 Environmental 0.10 0.16 1
 mastery
 Personal growth 0.03 0.15 0.37** 1
 Positive relations 0.01 0.11 0.42** 0.47** 1
 Purpose in life 0.18 0.13 0.40** 0.35* 0.37*  1
 Self-acceptance 0.08 0.24 0.32* 0.36** 0.49** -0.007 1
 Notes: * Correlation is significant at the 0.05 level (2-tailed)
     ** Correlation is significant at the 0.01 level (2-tailed)

Table 4.  Correlation analysis of the six aspects of psychological well-beingTable 4.  Correlation analysis of the six aspects of psychological well-beingTable 4.  Correlation analysis of the six aspects of psychological well-beingTable 4.  Correlation analysis of the six aspects of psychological well-beingTable 4.  Correlation analysis of the six aspects of psychological well-being

Note: A=autonomy; B=environmental mastery; C=personal growth;
D=positive relations with others; E=purpose in life; F=self-
acceptance.

Figure 2. The mean and quartiles of positiveFigure 2. The mean and quartiles of positiveFigure 2. The mean and quartiles of positiveFigure 2. The mean and quartiles of positiveFigure 2. The mean and quartiles of positive
affect psychological well-beingaffect psychological well-beingaffect psychological well-beingaffect psychological well-beingaffect psychological well-being
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The internal consistency coefficient (Cronbach’
α) of the six aspects of psychological well-being
questionnaire is presented in Table 3. The Cronbach’s
α of all aspects of psychological well-being is ranged
from 0.568 to 0.874 and it is found by SPSS
12.0. The alpha value of autonomy 0.568 is nearer
to the lowest acceptability of alpha value 0.6.

The central question of this study concerning
positive or negative affect psychological well-being
was explored by comparing the distribution of answers
to each of the questions by the respondent groups
as a whole. For instance, respondents were asked
whether during the last two days they had felt
isolate from others or excited by something. This
analysis showed that individuals vary along two
dimensions already mentioned above, one is positive
affect and other is negative affect. These two
dimensions were independent of each other. It also

predict an individual’s score on the negative affect
dimension from any knowledge of his score on the
positive affect dimension and vice versa. On the
other hand, both dimensions were related in the
expected direction to overall self-ratings of happiness.
The best predictor of the overall self-rating was the
discrepancy between the two scores: the greater the
excess of positive over negative affect, the higher
the overall rating of psychological well-being.

In Figure 2, the box plot diagram shows the
mean and quartiles of the six aspects of psychological
well-being. The mean of personal growth is higher
than other aspects. This means that the budding
entrepreneurs are giving greater significance to personal
growth than other entrepreneurs.

Table 4 shows the correlation analysis of the
six aspects of psychological well-being. Age and
autonomy of the budding entrepreneurs are not
correlated with any other aspects of well-being. The
aspect of positive relationship with others is significantly
correlated with environmental mastery (r = 0.42,
p<0.01), personal growth (r = 0.47, p<0.01),
and self-acceptance (r = 0.49, p<0.01).

DiscussionDiscussionDiscussionDiscussionDiscussion
The analysis of the Ryff questionnaire showed

that the mean score of the positive psychological
well-being was 4.82 with the standard deviation of
0.47. The mean score of the negative psychological
well-being was 1.57 with the standard deviation of
0.55.

The result supported the hypothesis H1 that the
budding entrepreneurs have positive affect psychological
well-being. Budding entrepreneurs reported autonomy
as a significant factor on their roles. They never
tend to be influenced by what others think of them.
It is not difficult for them to voice their opinions in
controversial matters. According to Sexton (Sexton
et al, 1985) and Cuervo (2005), entrepreneurs
need high autonomy to direct the resources in his/
her organisation. It is important to know what this
hypothesis says. It says that the budding entrepreneurs
are continuously involved in activities, which expands
their horizons. The results also support Dana’s
ethnic network importance for entrepreneurship (Dana,
2001). It means that they had utilised opportunities
for mutual interaction with their family members as
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well as relations. This ethnic network suggests the
informal role of mentor to budding entrepreneurs.
They set up goals and knew what would be achieved.
This psychology of budding entrepreneurs did not
differ with entrepreneurs.

The hypothesis H2, which assumes that the
psychological well-being of budding entrepreneurs is
irrelevant to their course of study, is supported by
the samples of budding entrepreneurs (F=1.19,
p=0.32). They had no different feeling about
psychological well-being. The course of study BTech,
MTech, MBA or PhD does not affect the psychological
well-being of entrepreneurs as they have the same
feelings. To start a business and run it successfully,
entrepreneurs need different skills rather than their
psychological state. The course of study abruptly
improves the knowledge of students rather than their
psychology. So we can say that the degree for
which the budding entrepreneurs study never affect
their psychological well-being.

This study does not support the hypothesis
H3, which says that the budding entrepreneurs who
are of more than 24 years of age have a high level
of positive affect psychological well-being than those
who are less than 24 years of age. The respondents
of this study who were of less than 24 years of age
were all budding entrepreneurs and they also had
not started any business. They attended only the
EDP. So they had same feelings of autonomy,
positive relations with others and so on as those of
more than 24 years of age. Age does not influence
psychological well-being of budding entrepreneurs.

We made an attempt to include the age of the
budding entrepreneurs to find the correlation with the
aspects of psychological well-being. The correlation
analysis (Table 3) showed no correlation of age
(standard deviation was 2.68) and autonomy over
entire aspects of psychological well-being. Correlation
of environmental mastery over the personal growth
(r=0.37), purpose in life (r=0.40) and positive
relations with others (r=0.42) was positive. When
the budding entrepreneurs fit very well with their
neighbours or community, they can come to know of
some useful activities, which certainly expands their
horizon. This leads to personal growth because of
the interaction with the community and the community
sees them as affectionate persons. When they interact
with others, particularly older people, they may get
suggestions for solving many of their problems and
may experience confidence and become active to
solve that problem.

Thus, budding entrepreneurs not only feel that
they are active, they are also confident when interacting
with others. Personal growth is positively correlated
with purpose in life (r=0.35), positive relations
with others (r=0.47) and self-acceptance (r=0.36).
When the budding entrepreneurs are active in setting
up plans and goals, they certainly feel an improvement
within themselves. When they are confident about
achieving these goals, others want to keep warm
relations with them.

ConclusionConclusionConclusionConclusionConclusion
This study analysed the psychological well-

being of budding entrepreneurs with the effect of
their age. In relation with earlier studies, it was
found that personal growth had an important role for
psychological well-being of budding entrepreneurs.
The study was carried out using the data collected
from the students who attended the EDP conducted
at IIT Roorkee with the sample size of 64. This
paper answered all the three hypotheses. After
analysing the samples we concluded that all the
students as budding entrepreneurs have positive
affect psychological well-being. The interesting findings
of the relations of course study with psychological
well-being showed that they were unrelated. This
meant that the psychological well-being of budding
entrepreneurs was irrelevant to their course of study.
This paper also answered the question related to
the age of budding entrepreneurs. They have same
level of positive affect psychological well-being with
the consideration of age. Age is not a bar to
measure the psychological well-being of entrepreneurs
who is in the budding stage. The entrepreneurial
skills can be developed irrespective of age and
educational qualification. Personal growth played an
important role among the budding entrepreneurs from
all the aspects of psychological well-being. Correlation
of personal growth over positive relations with others
showed that keeping good relations with their neighbours
improved their personal growth through useful
interaction. When they fitted in with their neighbours
or community, they expanded their horizon.
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India’s Trade and Investment Opportunities
in Africa

Abstract:Abstract:Abstract:Abstract:Abstract: Commercial activities have not grown commensurately between
India and the African continent despite this continent providing many trade and
investment opportunities. This paper focuses on India’s recent trade and
investment initiatives in Africa. It was found that Africa’s exports are predominantly
primary commodities, accounting for more than two-thirds of all African exports.
The growing manufacturing sectors of these countries increasingly depend on
imported components. Transportation and communication equipments are major
imports in addition to food products. Regional trading arrangements are
envisaged to foster trade and investment relations among member-countries by
removal of tariffs and other impediments to intra-regional trade flows. There has
been a further wave of FDI-friendly measures to attract more FDI into African
countries. India’s investment in the African countries has been in the area of
fertilizers, cement, pharmaceutical, oil and gas, and auto components. It is
suggested that private-sector development strategies would help African countries
to build up industrial and technological capabilities.

Madan Lal*

IntroductionIntroductionIntroductionIntroductionIntroduction
RADERADERADERADERADE and investment are important means
of commercial relations in the present context
of economic affairs between two trading

partners. India and the countries of the African
continent have traditionally had close and cordial
relations. However, commercial relations have not grown
commensurately. The reason could be explained in
terms of the distance, language barriers, inadequacy
of information about business opportunities, incidence
of civil strife, macro-economic instability and the
modest progress made in liberalisation and privatisation.

The region of sub-Saharan Africa has great
diversities with 54 states, including 34 least developed
countries (LDCs) of this region sharing many common
characteristics They range significantly in terms of
population, size and economies of scale. The
economies of sub-Saharan Africa are, for the most
part, small and fragile and, as a result, the region
is being left behind in the race of global economy.

The economic scenario of the sub-Saharan
region has been sombre by any economic or social
indicator when the four major developing regions of
the world, viz., sub-Saharan Africa, East Asia,
South Asia, and Latin America are compared. It has

the second lowest gross domestic product (GDP)
per capita growth rate, the lowest average life expectancy
of 50 plus years, lower secondary school enrolment
rate, the lowest literacy rate, the lowest number of
children immunised against childhood diseases, and
the lowest daily caloric intake.

The African continent accounts for 12.4 per
cent of the global population, 3.2 per cent of the
global GDP and 2 per cent of world exports in
goods and services. Besides, it has the highest rate
of infant morality and the highest percentage of
people living just under the international poverty line.
As reported, about 43 per cent of the population of
sub-Saharan Africa is subsisting on incomes of less
than US$350 per annum (UNIDO, 2004).

Altogether the African continent provides myriad
opportunities for trade and investment because of its
population (700 million) and with rich natural
resources. Of the 54 countries of sub-Saharan Africa,
India’s trade is with 15 countries, which include
Benin, Congo, Ethiopia, Ghana, Guinea Bissaa,
Kenya, Mauritius, Mozambique, Niger, Nigeria, Senegal,
South Africa, Sudan, Tanzania, and Uganda. These
countries together constitute about 3 per cent of
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India’s trade. In a bid to increase bilateral trade and
investment India is focusing on seven African countries,
viz., Ghana, Nigeria, South Africa, Tanzania, Kenya,
Ethiopia and Mauritius. India has now expanded the
programme to cover the entire continent of Africa,
including six north African countries viz., Algeria,
Egypt, Libya, Morocco, Sudan and Tunisia. This
paper focuses on India’s recent trade and investment
initiatives in Africa.

Africa’s composition of tradeAfrica’s composition of tradeAfrica’s composition of tradeAfrica’s composition of tradeAfrica’s composition of trade
Africa’s exports are predominantly the primary

commodities; these account for more than two-thirds
of all African exports. Chief among them is crude oil,
Africa’s single largest exported product. Many African
countries export other mineral and mining products,
as well as agricultural and fishery products. Recently,
some African countries have become more prominent
as exporters of manufactured products, most notably,
textiles and apparel. Africa’s southern and northern
sub-regions have growing industrial sectors whose
products range well beyond textiles and apparel.
South Africa, in particular, has emerged as an
important regional industrial hub, with increasing exports
of automobiles to the rest of the world.

Compared to its exports profile, Africa’s import
trading partners are more diverse, encompassing
countries around the world. Products that support the
fundamental economic activities of African countries,
such as transportation and communication equipments,
are among the continent’s major imports. Food products
are another significant import. On the other hand,
these African countries with growing manufacturing
sectors increasingly depend on import component
products. African import data show that the increasingly
industrialised countries in Africa have emerged as
part of the global supply chains in their respective
sectors.

Asia has emerged as an important partner in
Africa’s trade and development. Africa’s exports to
Asia grew significantly. Also, Asia’s developing
economies have increased their imports from African
countries significantly. In fact, Asia’s imports from
Africa outpaced its imports from other regions. Countries
such as India, China and Taiwan have significantly
increased the overall volume of their African imports.
(World Bank, 2004)

Africa’s exports to Asia are mainly driven by
primary commodities and related products. As with
Africa’s exports to the European Union (EU) and
the United States of America (USA), oil and oil
related products account for a large share of the
continent’s exports to Asia. However, other primary
commodities, such as agricultural and fishery products,
and minerals and crude materials are also increasingly
being exported to Asia.

Africa’s exports of mineral fuels and other raw
materials, such as mineral and mining products to
Asia have experienced strong growth because of
rising manufacturing sectors in Asia, particularly in
China, India, Korea, Taiwan and South-East Asian

countries, such as Indonesia, Malaysia, the Philippines,
Singapore and Thailand.

A limited number of African countries are endowed
with mineral and mining resources, a wide range of
non-oil-producing countries also benefit from other
types of raw materials and processed raw materials,
such as cotton, wood, and leather as well as food
and agricultural commodities, for expanding their export
potentials. The growth in African exports of food and
agricultural commodities to Asia is due to the large
populations with growing income levels in the Asian
countries. Non-essential foods such as coffee, cocoa,
tea and nuts are experiencing stronger demand in
Asia than in the already saturated markets of the
developed countries.

Asia is emerging as a strategic target in
diversifying the markets of African products. The
scope of value-added processing in Africa is still
limited. This could be developed through linkages
and developing consumer relations with Asian countries
and African producers/exporters.

Market diversification is not the only benefit of
deepened trade relations between the two regions.
Asia can also contribute to Africa’s quest for product
diversification in its export structure. South Africa has
recently shown a growth in its manufacturing export
to Asian countries. Similarly, the Asian countries are
providing essential inputs to Africa’s growing
manufacturing sector, particularly its textile and apparel
sectors, and in some cases, its automobile sector.
There is a positive relationship between Africa’s
growth in manufacturing exports to the EU and USA
and growth in imports from Asia.

India’s composition of trade with AfricaIndia’s composition of trade with AfricaIndia’s composition of trade with AfricaIndia’s composition of trade with AfricaIndia’s composition of trade with Africa
India’s trade with sub-Saharan African countries

is shown in Table 1. Table 2 shows India trade with
selected countries of Africa. As shown in Table 1,
India’s total trade with sub-Saharan countries increased
from Rs. 1,55,556 million in 2000-01 to Rs.
327,524 million in 2004-05, registering a growth
of 200.1 per cent during the period. Similarly India’s
exports increased from Rs. 82,299 million to Rs.
1,82,574 million, registering an increase of 121.84
per cent during the period. Imports from these countries
also increased from Rs. 73,257 million to Rs.
1,44,950 million, registering an increase of 97.87
per cent during the same period. All the years,
2000-01 to 2004-05, India had favourable balance
of trade except in 2002-03, when it had trade
deficit of Rs. 20,882 million.

India’s composition of trade with Africa consists
of traditional and non-traditional items. In the category
of traditional items, mainly tea/coffee, pulses, rice
(basmati/non-basmati), wheat, cereals, dairy products,
spices, fruits and vegetables, marine/meat products
etc., are included. Products included in non-traditional
category are leather and leather products, dyes/
intermediates and coal tar chemicals, drugs/
pharmaceutical and fine chemicals, residual chemical
and allied products, non-ferrous metals, manufactures
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some cases, the arrangement also aims at fostering
common economic and monetary union amongst member
states, as also a common currency. Some of the
RTAs are East African Community (EAC); Economic
Community of Central African States (ECCAS);
Economic Community of West African States
(ECOWAS); Southern African Development Community
(SADC).

Taking forward the theme of ‘Expanding Horizons’
with the objective of recognizing the immense potential
to step up trade and investment between Africa and
India, a conclave on India-Africa project partnership
focused on (Eximius, 2005):

 Reaffirming the commitment of the Government of
India towards a strong partnership with African
countries;

 Projecting the capabilities, range and depth of
Indian industry in the relevant sectors;

 Providing a platform to deliver opportunities to the
small and medium segment of the Indian industry;

 Discussing Indian participation in specific African
projects;

 Facilitating interaction with the institutions for a
long-term involvement in capacity building for the
countries – a critical need for sustainable development
in Africa;

 Facilitation – focused and individualised business
discussion among the visiting decision-makers and
Indian industry in various sectors;

 Providing a platform strengthened by the involvement
of the appropriate industries, to have relevant and
focused discussions by the private sector participants,
banks and financial institutions, as well as the
participants from the governments.

The conclave saw an effort to reduce dependence
of the African nations on Western sources of technology,
products and services in their developmental processes
and to enable Indian technical consultants and project
developers to take advantage of the opportunities.
The focus on sectoral projects helped both India and
Africa to identify specific and concrete partnership
opportunities. This conclave focused on project
partnerships in the following sectors and, in particular,
the SMEs in each sector:

i .i .i .i .i . Project consultancy and risk management
i i .i i .i i .i i .i i . Power and energy
i i i .i i i .i i i .i i i .i i i . Consultancy, transport
i v .i v .i v .i v .i v . Information and communication technology
v .v .v .v .v . Watershed management
v i .v i .v i .v i .v i . SME projects
v i i .v i i .v i i .v i i .v i i . Construction
viii.viii.viii.viii.viii. Agriculture and food processing
i x .i x .i x .i x .i x . Healthcare
x .x .x .x .x . Pharmaceutical

The Indian industry was represented in the
following sectors in the conclave:

i .i .i .i .i . Agriculture and agro-processing
i i .i i .i i .i i .i i . Small and medium industry
i i i .i i i .i i i .i i i .i i i . Transport and transport infrastructure
i v .i v .i v .i v .i v . Construction, roads and bridges
v .v .v .v .v . Housing
v i .v i .v i .v i .v i . Power and energy
v i i .v i i .v i i .v i i .v i i . Water and sanitation
viii.viii.viii.viii.viii. Healthcare
i x .i x .i x .i x .i x . Turnkey projects in the core sector
x .x .x .x .x . Turnkey manufacturing projects in the private

sector
x i .x i .x i .x i .x i . Information and communication technology
x i i .x i i .x i i .x i i .x i i . Consultancy

The conclave has established itself as a strong
platform to project Indian capacities and capabilities
to the African markets, and provided an excellent
model for partnership between the government and
the private sector and gave a strategic thrust to the
industry’s need for accessing new opportunities for
project partnerships with Africa.

Foreign investment in AfricaForeign investment in AfricaForeign investment in AfricaForeign investment in AfricaForeign investment in Africa
Africa is known for its natural resources. The

high prices of minerals, such as copper, diamonds,
gold and platinum and, particularly, oil, along with
the consequent improved profitability of investment in
natural resources encouraged many transnational
corporations (TNCs) in the African region.

Africa’s foreign direct investment (FDI) inflows
remained at the relatively high levels, rose from
US$8 billion in 1995 to US$20 billion in 2004.
Although inflows in 2004 were relatively high, Africa’s
share in world FDI inflows remained small at 3 per
cent. Most of the inflows were in natural resource
exploitation, spurred by rising commodity prices. The
profitability of natural resource exploitation in the
region increased, which also induced the TNCs to
engage in cross-border merger and acquisitions
(M&As) in the primary sector. The composition of
FDI inflows in Africa in 2004 was significantly tilted
towards natural resources, particularly in the petroleum
industry (UNCTAD, 2005).

Inflows rose in 40 out of the 53 countries in
Africa and fell in 13, including some of the region’s
top FDI recipients such as Angola, Morocco and
Nigeria. The five top countries for FDI in Africa in
2004 were France, the Netherlands, South Africa,
the UK and the USA, together accounting for well
over half of the flows to the region.

Among the different sub-regions, North Africa
attracted the highest inflows in 2004, with all the
countries in the sub-region, except Libya, on the list
of the top 10 host countries for FDI in Africa. The
sub-region attracted 29 per cent of Africa’s total
inflows, particularly in oil and gas; Sudan topped the
list, mainly as a result of FDI in petroleum from
China, India and Malaysia. Oil and natural gas
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exploitation also contributed to inflows to Algeria and
Egypt.

East Africa and West Africa also received higher
inflows in 2004, but these inflows declined in Central
Africa and Southern Africa.

Rising oil prices contributed to relatively high
levels of FDI inflows to the major oil-producing
African countries, especially Sudan and Equatorial
Guineas. Although FDI inflows decreased in Angola
and Nigeria, the levels, nevertheless, remained high
in those countries. These four countries, together
with Egypt, were the top recipients of FDI to Africa
in 2004. With over US$1 billion each in inflows,
their combined total amounted to US$8.6 billion (or
a little under 50 per cent of Africa’s total inflows),
while the top ten host countries accounted for 69 per
cent in 2004.

In 2004, cross-border M&As in all industries
in Africa decreased from US$6427 million 2003 to
US$4595 million in 2004, registering a fall of 28
per cent. About 63.5 per cent of the cross-border
M&As was related to mining activities and amounted
to US$2918 million. Manufacturing amounted to
US$1144 million, having a share of 24.9 per cent,
and relatively to services sector, it amounted to
US$533 million with a share of 11.6 per cent in
2004.

FDI outflows from Africa more than doubled to
US$2.8 billion in 2004. About 57 per cent of
outflows was the result of cross-border acquisitions
by TNCs from South Africa, following an increasingly
liberalised outward investment policy in that country.
For instance, Anglo Gold (South Africa) purchased
Ashanti Goldfields (Ghana), which has major FDI
projects in Guinea, Tanzania and Zimbabwe, Gold
Fields (South Africa) acquired IAMGOLD (Canada).
In another deal, Allied Technologies (South Africa)
acquired the Econet Wireless Group of Botswana.
TNCs from some other African countries are also
investing within and outside the region. Examples
include the expansion of all operations of Orascom
Telecom Holding (Egypt) into Iraq and other Asian
countries, and the expansion of production by Oriental
Resources of Nigeria in Chad, Algeria, Egypt and
South Africa together accounted for 81 per cent of
the FDI outflows from Africa in 2004.

In terms of policy changes, there has been a
further wave of FDI-friendly measures and initiatives
at the national, regional and global levels to attract
more FDI into African countries.

Policy initiatives and prospects inPolicy initiatives and prospects inPolicy initiatives and prospects inPolicy initiatives and prospects inPolicy initiatives and prospects in
AfricaAfricaAfricaAfricaAfrica

In terms of policy changes, there has been a
further wave of FDI-friendly measures and initiatives
at the national, regional and global levels to attract
more FDI into African countries. Most of these measures
focused on liberalising legal frameworks and improving
the investment climate.

Egypt, the Libyan Arab Jamahiriya and Mauritius
introduced at least four policy changes each. Among
the countries implementing policy reform, Algeria, the
Democratic Republic of the Congo, Egypt, Ghana,
Madagascar, Mauritania, Tanzania and Uganda
generally simplified aspects of their FDI regulations,
including through the establishment of more transparent
FDI regimes. Nigeria implemented reforms allowing
foreign banks to merge with local commercial banks.
The Democratic Republic of the Congo and the
United Republic of Tanzania reduced the levels of
tax and royalty payments. Other specific changes
included the adoption in Egypt of an antitrust law as
part of a concerted drive to improve the country’s
business environment, and the announcement by the
Central Bank of Zimbabwe of a new guarantee to
pay back the entire capital within three months if
investors decided to leave.

Many African countries also stepped up their
investment promotion efforts in 2004. For example,
Egypt initiated a number of investment procedures; it
is also reviewing the fiscal regime. In addition, it is
restructuring the General Authority for Investment and
Free Zones. Similar efforts are under way in Morocco
regarding the Investment Directorate. A number of
countries, including Egypt, Morocco and Tunisia, are
trying to promote their countries as investment
destinations through the organization of investors’
meetings and annual conferences.

Various bilateral, regional and multilateral treaties
were also concluded, which complemented national
regulations for promoting FDI. African countries concluded
33 new bilateral investment treaties (BITs) and 15
new double taxation treaties (DTTs) in 2004.
These brought the cumulative numbers of BITs and
DTTs for the region to 615404, respectively.

The Government of the USA amended key
provisions of the African Growth and Opportunity Act
(AGOA) in 2004 that allow more flexible rules of
origin. From 2005, however, with the ending of the
quotas limiting some countries’ exports under the
World Trade Organization’s (WTO) Agreement on
Textiles and Clothing (ACT) the preferential advantage
provided by the AGOA may not suffice to attract FDI
into textiles and clothing. There will be increased
competition, especially from Asian countries, the exports
of which were previously restricted by the quotas.

In 2004, the Multilateral Investment Guarantee
Agency (MIGA) of the World Bank, through its
guarantee programme, supported four new FDI projects
in power generation, business services, banking and
IT services, and undertook 28 technical assistance
activities in the region. At the same time, the African
Trade Insurance Agency, the region’s only pan-
African multilateral import and export credit and political
risk guarantee agency, adopted measures to protect
foreign investors in Africa against trade risks. The
region now has better market access [as a result of
the Everything but Arms (EBA) initiative of the EU],
Japan’s 99 per cent rule for LDCs. The AGOA, the
GSP, and national policies are more stable. Despite
these measures and efforts, African countries’ capacity
to target FDI strategically in manufacturing and services
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has been constrained by economic and social factors.
Impediments range from small market size and poor
regulation to meagre financial resources and low
skills.

The continued low levels of FDI in manufacturing
in many African countries are explained by two main
factors: a failure to move rapidly on developing
economic and social policies that are important for
FDI inflows (as well as on development in general);
and years of reforms in the 1980s that placed
insufficient emphasis on capacity building. As a result,
the international market-access measures and initiatives
provided for African countries have not been very
successful in attracting FDI, particularly in manufacturing,
given the lack of capacity to exploit FDI in a number
of countries. The future of FDI in Africa’s development
lies in an integrated and genuine partnership between
the private sector and governments to strengthen
human resource capabilities.

India’s investment perspectives in AfricaIndia’s investment perspectives in AfricaIndia’s investment perspectives in AfricaIndia’s investment perspectives in AfricaIndia’s investment perspectives in Africa
India is the third Asian country which is rapidly

growing in importance as an investment source in
Africa. India’s investment initiatives have been in the
area of fertilizer, cement, pharmaceutical, oil and
gas and auto components. Some of the latest investment
are seen in these areas.

Illustrating some recent investment initiatives in
Africa is India’s emergence as the fastest growing
investor country in Egypt. While the Japanese and
South Korea companies have an established presence
in Egypt, Indian companies in textile, fertilizer and
cement ventures are driving the actual growth in FDI
infusions. Some 82 Indian companies have so far
pumped in FDI into Egypt, of which 16 had established
a local presence under GAFI regimes. India entered
an agreement with Egypt in 1997 for promotion and
reciprocal protection of investments (The Economic
Times, 2006).

Some of the top Indian corporates in Egypt are
the Birla Group, which runs the Indo-Egyptian JV;
Alexandria Carbon Black; Carbon Black Plant; state-
owned IFFCO (Indian Farmers Fertilizer Cooperation),
which recently invested in a mega fertilizer venture;
the Indo-Rama group, which is involved in a US$160-
million chemicals venture with an Egyptian holding
company for gas; and the International Financial
Corporation (IFC), a multilateral financing agency
under the World Bank. The IFC is also all set to
pick 5 per cent equity in the IFFCO’s US$325-
million phosphoric acid plant proposed to be set up
in Egypt. The IFC is also the financial adviser to the
JV-Indo-Egyptian Fertilizer Company. The Egyptian
venture with a proposed installed capacity of 4.50
lakh tonnes of phosphoric acid annually is part of
IFFCO’s strategy to achieve backward and forward
linkages in the fertilizer sector. The IFFCO will enter
into a 100 per cent buyback arrangement for the
entire production from the newly formed company on
a long-term basis.

Egypt’s strategic proximity to Europe, North
Africa and the oil-rich Gulf Cooperation Council

(GCC) comprising Saudi Arabia, Kuwait, Bahrain,
Qatar, UAE, Oman and the Republic of Yemen is
known among investors throughout the world.

In merely two years, corporate FDI infusions
into Egypt have nearly doubled from US$2 billion to
US$3.9 billion. It was expected that the FDI inflows
in Egypt might scale the US$5.2 billion mark in
2005-06. The thrust has largely come from India
and China.

The Ministry of Petroleum and Natural Gas is
planning to offer packaged deals, especially for projects
in the under-developed regions in the African
subcontinent. The package deals would include offers
in oil refining, pipelines, power generation and railways.
This is being considered because of stiff competition
from China. Mauritius is important from this point of
view because this country imports around 75 per
cent of its primary energy requirements such as oil,
natural gas and coal from overseas. This island is
located off the south-east coast of Africa, rapidly
developed in the last three decades from an economy
based on sugar to a greater degree of industrialisation,
raising living standards for its people. The country’s
energy requirements will grow by 5 per cent annually
as a result of development in various sectors of the
economy, particularly island transportation.

India and Mauritius have agreed to work together
in exploring and developing petroleum reserves in
the vast territorial waters round the energy-dependent
Indian Ocean Island. A memorandum of understanding
was signed between ONGC Videsh Ltd and the
Mauritius Oceanography Institute. The Mauritius
Government is interested in promoting development
and production activities of oil and gas in the
country. It requires technical cooperation from ONGC.
Mauritius will provide ONGC with all available information
on hydrocarbon exploration activities in its 1.9 million
sq km territorial waters. The ONGC Videsh Ltd will
carry out geo-physical and geological studies at
target areas within three years and will be exclusively
authorized to carry out petroleum operations in those
fields (The Financial Express, 2006).

Since the beginning of trade relations with
South Africa in 1994, many Indian conglomerates
have set up ventures in this country from services
sector (IT and banking) to manufacturing (automotive,
steel, pharmaceuticals). There are about 35 Indian
companies presently operating in South Africa which
is the most prosperous economy in the African region
and offers a ready market.

Some of the major Indian companies that have
already invested in Africa are: the Tatas, UB, Ranbaxy,
Dr. Reddy’s Laboratories, CIPLA, Cadilas, Elecon,
Ashok Leyland, Eicher, Kirloskar Brothers, Mahindra
& Mahindra, Sahara, etc. In the area of technology
and investment the number of Indian companies
coming to South Africa and the number of South
African companies that have gone into India is worth
mentioning (The Hindu Business Line, 2006).

The Tatas have chosen to go with Africa in a
big way. Their current business interest in Africa
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covers a vast stretch of that continent from Senegal
in the far West to Kenya in the East. Also it has
chosen to enter with a number of businesses ranging
from steel to horticulture and from automobiles to
telecommunication. Tata Telecom is expected to invest
US$200 million to start phone services in South
Africa. Tata Coffee will partner with Tata Africa and
a financial institution for its coffee plant venture in
Uganda. The company is planning a 3600 tonne
coffee plant in Uganda. Also Tata Chemicals is
exploring the possibility of setting up a soda ash unit
near Lake Natron, which lies on the border between
Tanzania and Kenya (Business Standard, 2006).

There are investment opportunities which can
help Ghana to strengthen and diversify its industrial
production base through Indian joint ventures in the
areas of food processing; textiles and readymade
garments; timber and wood product; cement plant;
exploitation of mineral reserves; and tourism.

Some of the areas, which are being opened for
FDI include the services sector, such as telecommunication,
transport, tourism, brewing, pharmaceuticals, cement
manufacturing, mining, etc. The Government of Ghana
has initiated the process to attract private investment
both from the national and foreign investors.

Kenya has a liberalised foreign investment
protection apart from other investment incentives. The
areas offering joint venture opportunities include drugs
and pharmaceuticals, sugar, textiles, cement, chemicals,
light engineering industry, food and agro-processing,
tourism and tourism related industry.

Suashish Diamonds has received a licence from
the Government of India to set up a diamond
processing unit in Botswana. Botswana is the largest
exporter of gemstones and diamonds in the world.
The country is a major player in mining diamond,
which accounts for half of its revenues (The Financial
Express, 2006).

Indian and African public and private sector
companies are emerging with a view to facilitating
joint ventures, technology transfer, supply of equipment,
consultation and advisory services. Focus markets
and focus products schemes would help increase
trade prospects with most of African countries. A
country like South Africa and products like diamonds,
semi-precious stones, gold, silver, ores and
concentrates, cereals, sugar, and crude and petroleum-
based products would be excluded (Ministry of
Commerce & Industry, 2005).

India may face competition from China. China’s
government will encourage companies to invest in
Africa to boost the supply of raw materials and
encourage growth and development on the African
continent. China’s relations with Africa is a cornerstone
of China’s foreign policy. China’s trade with Africa is
worth US$39.8 billion and imports worth US$21.1
billion. Despite such challenges, India is set to
extend the unilateral trade preferences scheme to all
the LDCs of Africa. This scheme is about unilateral
offer of tariff concessions and easing other restrictions

on trade to give market access to at least 34 LDCs
of African continents (FICCI, 2005).

There is a commitment to effectively integrate
the LDCs into the multilateral trading system, as
reaffirmed at the sixth WTO Ministerial Conference
held in Hong Kong, December 2005. Building on
the commitment of the Doha Ministerial Declaration,
the developed and developing countries agreed to
implement duty-free and quota-free market access
for products originating from LDCs by 2008. Countries
also agreed to take additional measures to provide
effective market access, both at the border and
otherwise, including simplified and transparent rules
of origin, and to give priority to sectors and modes
of supply of export interest to LDCs. These LDCs
will be required to undertake commitments and
concessions only to the extent consistent with their
individual development, financial and trade needs
and their administrative and institutional capabilities.
Private-sector development strategies would help in
industrial development of African countries that take
them to build up social and technological capabilities.
It is crucial for the international community to help
them meet their capacity-building needs including
those related to trade.
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Strategic Marketing for Higher Education

Abstract: Abstract: Abstract: Abstract: Abstract: Institutions of higher education, such as colleges and
universities, are facing an increasing competition for students and financial
resources that challenge their ability to survive into the twenty-first century. It is
predicted that quantitative measures, such as enrolment and development
growth, will no longer be treated as indicators of institutional quality. The
qualitative dimensions related to the ability of institutions to adapt to the
changing economic, social and customer needs and expectations will be the
indicators of their growth. Other parameters, such as a creative mix of
technology, ease of access and new learning paradigms to satisfy needs of the
new clientele will also indicate their growth. Those institutions that succeed in
the twenty-first century will do so for a number of reasons, but one factor may
be their ability to plan and successfully execute marketing strategies and make
realistic adjustments in plans and programmes consistent with the institution’s
purpose and mission. In this research paper I have tried to find out the various
facts related to the growth, problems and prospects of strategic marketing in
some institutions of higher education vis-à-vis the commitment level of top
management for the growth of the respective institutions.
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IntroductionIntroductionIntroductionIntroductionIntroduction
HEHEHEHEHE traditional population of higher education
students is changing. Many institutions have,
out of necessity, broken their historic paradigm

of focusing only on, on-campus students by using
alternative delivery methods and technology to make
education accessible to non-traditional market segments.
The contemporary consumer mix more often includes
first time students, continuing adult students, and
adults with short-term goals to re-tool or reposition
their skills to maintain their position in the workplace.
There is a change in the interest of the students in
the available post-secondary options, such as institutional
sectors, fields of study and careers. This change itself
will play an important role in institutional development
and survival.

The administrators and the faculty of independent
colleges and universities can influence the adaptation
of their institutions to the changing environment. In
the future, while many of these institutions will extend
traditional approaches and policies in a new direction,
others will seek means to enhance the adaptation of
their institutions according to the changed scenario.

The changed scenario would require a shift of
vision, which encompasses coordinated systems that
are customer centred. Central to this vision is the
role of institutional leadership, such as Chancellors/
Vice Chancellors (Kotler, 1995). The more effective
Chancellors will most likely be those who proceed
with the difficult task of transforming the culture of
the institution to be sensitive and responsive to the
changing needs of its internal and external stake-
holders. Some Chancellors will employ marketing
strategies and programmes to meet articulated
institutional goals, such as growing enrolments and
endowments, attracting higher quality students and
improving retention rates. Others would simply want
to maintain their existing size but focus on improving
the quality of education. All will necessarily confront
the need to share leadership and responsibility for
change with those closest to the customers, faculty,
staff and current students. The realities are that all
policies would be different as a consequence of
change in the environment and the educational
marketplace.

TTTTT
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Figure 1. The business strategy planning processFigure 1. The business strategy planning processFigure 1. The business strategy planning processFigure 1. The business strategy planning processFigure 1. The business strategy planning process

Purpose of marketing strategiesPurpose of marketing strategiesPurpose of marketing strategiesPurpose of marketing strategiesPurpose of marketing strategies
The purpose of marketing strategies in higher

education is to provide a rational and planned
methodology to recognise, anticipate and react to the
market changes. Marketing is the proactive management
of the relationship between the institution and its
various markets using the tools of marketing, i.e.,
product, place, price and promotion. Marketing is not
a panacea to be considered when enrolments are in
steady decline and the continued viability of the
institution is in question. The fundamental questions
for every stakeholder involved in institutional planning
is: ‘To what extent do we want to intervene and
influence the destiny of our institution rather than be
reactive to the environment?’ and ‘What marketing
practices and programmes are most effective?’

As shown in Figure 1, be it a business unit or
an educational institution, the Vice-Chancellors must
have a mission followed by SWOT analysis. This
analysis would lead to the goal formation, strategy
formulation, programme formulation, implementation
and feedback and control.

Our research shows that the concept of marketing
in colleges and universities remains an unclear product
of a naive understanding of the real meaning of
marketing. In fact, results indicate that after a full
decade of discussions on the merits of strategic
planning and marketing in higher education, the
actual behaviours still reflect a bias toward the promotion
and sales activity at the expense of good market
research and product development.

Marketing for small colleges and universities
has historically been interpreted as synonymous with
the admissions brochure. The management and
operational techniques in areas such as budgeting,
information systems, personnel and finance have been
modelled on the business world and refined, but
marketing has not been readily or uniformly accepted.
In the college and university environment, marketing
has been viewed as selling and advertising, both of
which border on being unethical in the academic
world. Most college administrators believe that industrial-

type marketing cannot or should not be incorporated
into educational management. They believe that
colleges and universities should take a passive and
not active stance toward marketing.

Literature reviewLiterature reviewLiterature reviewLiterature reviewLiterature review
Adams and Bumgardner (1998) had opined

that colleges and universities face an uncertain future
and many may be in danger of major restructuring if
not extinction and the competitive intensity for students
and financial resources will challenge the ability of
many small colleges and universities to survive into
the twenty-first century. It was identified by Andrade
(1998) that effective planning require wide stakeholder
participation and dialogue and further opined that
there is a large scope for institutionalised strategic
planning in the higher education institutions.

Strategic goal is a must for any institution with
an inspirational agenda to empower the employees
in the institution (Austin, 2002). There is no single
distinction for strategic planning; however most
processes contain at least the common elements of
predefined process; collaboration on process and
outcome implementation; and a system for evaluating
vision, mission, values and goals (Beckham, 2001).
Beckham examined a healthcare board’s role in
creating a strategic plan. He described the role of
the chair as leading the strategic committee while the
chief executive officer should ensure the development
of strategic direction, drive the implementation and
participate in the committee meetings. He also
suggested that the following mix of participants should
comprise the strategic planning committee: four non-
physician trustees, three to four physicians who may
or may not be trustees, up to five members of
executive management including the chief executive
who serves as a voting member. He discussed what
should take place inside and outside of the committee,
emphasising the need for strategic planning to be a
group effort. He added that maintaining confidentiality
within the boardroom is crucial.

The introduction to the strategic planning process
for boards, staff and chief executives is provided in
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field of higher education (Topor, 1994). Also it is
a must to have proper marketing strategies for the
universities in the private sector with low endowment
(Wallingford and Berger, 1993).

Study methodologyStudy methodologyStudy methodologyStudy methodologyStudy methodology
The purpose of this study was to assess the

relationship of the Chancellor/Vice-Chancellor’s role
in shaping and implementing strategic marketing among
the independent colleges in India. We wanted to
evaluate how well the strategic marketing functions
were incorporated by the current leadership of
independent colleges. We also wanted to see how
the role of the institution’s Chancellor/Vice-Chancellor
might be related to the presence of strategic marketing
initiatives and programmes.

Data for the studyData for the studyData for the studyData for the studyData for the study
The data for the study reported here were

collected from the following sources:

i .i .i .i .i . Standardised data sets/Questionnaires;
i i .i i .i i .i i .i i . Survey of Chancellors/Vice-Chancellors/Chairmen/

Presidents of participating institutions;
i i i .i i i .i i i .i i i .i i i . On-site interviews and observations at four case

study institutions;
i v .i v .i v .i v .i v . Secondary sources like newspapers and the

Internet.

These primary and secondary sources of
institutional information provided the data used to
study the relationship between marketing strategies,
practices and initiatives with measures of institutional
performance. Primary data were acquired from the
presidential survey instrument. The survey instrument
was constructed to elicit the presidential perspectives
and to define the institutional performance measures.
A total of 205 independent colleges and universities
in India were selected for the study. The institutions
targeted by the study represented a segment of the
higher education institutions—private, independent
colleges and universities/deemed universities.

Sampling techniqueSampling techniqueSampling techniqueSampling techniqueSampling technique
Simple random technique was used in the

existing list of colleges/universities across the country.
The decision to survey the Chancellors/Vice-
Chancellors was on the presumption that the
development of a coordinated marketing strategy
depends on a commitment from the central institutional
administrative leadership and effective integration of
academic and student service units. Chancellors/
Vice-Chancellors of ninety-eight private, independent
institutions have been selected for the study responded
to the survey.

Current research does not explain whether a
relationship between the strategic marketing planning
and the commitment levels of heads of institutions
exists for the consistent growth of these institutions.
Opinions vary within the institutions on the need for
a strategic marketing plan. As a result, the secondary

a 25-minute video where association management is
explained. The presentation covers the staff-driven
versus board-driven approaches to planning; the
benefits of planning; obstacles to the process and
how to overcome them; the need for board involvement;
and steps in the process itself (Binder, 1999).

Brazziel (1990) had explained that the traditional
population of higher education students is changing.
According to Cerny, (1992) many institutions have,
out of necessity, begun using alternative delivery
methods and technology to make education accessible
to non-traditional market segments. It is identified
that students and adults with short-term goals tend
to re-tool or reposition skills to maintain their position
in the workplace.

Cope and Delaney opined that market
segmentation is an important topic for higher education
researchers and administrators and they explored the
relative importance that the prospective students attach
to various benefits offered by a medium-sized private
university with moderately selective admissions criteria.

Universities have been forced to pay more
attention to the utilisation of marketing techniques in
their recruitment process due to the sharp decrease
in the number of high school graduates (Crane and
Turner, 1989). There is a need for strategic enrolment
management and planning marketing higher education
(Dolence et al., 1987). There is also a need for
a diagnostic technique for formulating marketing
strategies in higher education based on relative
competitive position (Dolinsky and Quazi, 1994).
At the time of admissions itself proper care should
be taken by private educational institutions assess
their recruitment effectiveness (Gans, 1993).

Maintaining the standards of admissions and
the use of key marketing techniques would be much
more useful (Goldhegn, 1989). Weightage should
be given to the marketing aspect of enrolment
management (Grove, 1992). Effective integration of
marketing into college planning is necessary (Hatton
and Sedgmore, 1992). There is a need for integrated
marketing communications for colleges, universities
and schools (Johnson, 1989).

The institutions in the private sector should not
neglect strategic marketing either in non-profit
organisations or in educational institutions. (Kotler,
1995). Before going for strategic marketing there is
a need for identifying the benefit segments among
prospective college students. Only then the institution
would be in a good position to go ahead with its
strategic marketing activities (Miller et al. 1990).

Marketing is no longer a bad word for the
universities because in the present competitive world
there is the need for marketing everywhere and
educational institutions are no exception (Strang,
1986). In a recent article in The Hindu (2007) it
was stated that there is a need for 1500 universities
in India by the year 2015. Therefore, there is a
need for organising for marketing, especially in the
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analysis presented in this thesis attempts to answer
the following eight research questions (RQ):

RQ1:RQ1:RQ1:RQ1:RQ1: What is the level of commitment of the heads
of the institutions on marketing of higher edu-
cation?

RQ2:RQ2:RQ2:RQ2:RQ2: Is there a significant relationship between
commitment of Vice-Chancellors in strategic
marketing planning and growth of the institution?

RQ3:RQ3:RQ3:RQ3:RQ3: Is there a significant relationship between com-
mitment and the presence of a written mar-
keting plan?

RQ4:RQ4:RQ4:RQ4:RQ4: Is there a significant relationship between growth
of the institution and the presence of market-
ing committee?

RQ5:RQ5:RQ5:RQ5:RQ5: Is there a significant relationship between retention
of enrolments and use of an outside marketing
consultant?

RQ6:RQ6:RQ6:RQ6:RQ6: Is there a significant relationship between the
growth of the institution and the oversight of
institutional marketing plan by a board of
trustees/directors.

RQ7:RQ7:RQ7:RQ7:RQ7: Is there a significant relationship between
information/counselling and increase in
enrolments?

RQ8:RQ8:RQ8:RQ8:RQ8:What significant variable like course delivery,
organisation and course development best predicts
the success of the institution?

HypothesesHypothesesHypothesesHypothesesHypotheses
H1:H1:H1:H1:H1: There will be a moderate level of commitment of

the heads of the institutions on marketing of
higher education.

H2:H2:H2:H2:H2: There will be a significant relationship between
commitment of Vice-Chancellors in strategic
marketing planning and the growth of the institution.

H3:H3:H3:H3:H3: There will be a significant relationship between
commitment and the presence of a written marketing
plan.

H4:H4:H4:H4:H4: There will be a significant relationship between
the growth of the institution and the presence of
a marketing committee.

H5:H5:H5:H5:H5: There will be a significant relationship between
retention of enrolments and use of an outside
marketing consultant.

H6:H6:H6:H6:H6: There will be a significant relationship between
growth of the institution and the oversight of
institutional marketing plan by a board of trustees/
directors.

H7:H7:H7:H7:H7: There will be a significant relationship between
information/counselling and increase in enrolments.

H8:H8:H8:H8:H8: The success of institution depends on course
delivery, organisation and course development?

Profiling a marketing-focused institutionProfiling a marketing-focused institutionProfiling a marketing-focused institutionProfiling a marketing-focused institutionProfiling a marketing-focused institution
The concept of marketing explains that the key

to achieving institutional goals consists of determining
the needs and wants of target markets and delivering
the desired satisfactions more effectively and efficiently
than the competitors. Our presumption was that the
President, as the driving force of institutional culture
and direction, is responsible for developing a marketing-
oriented environment that is pervasive throughout the
institution. A pervasive marketing climate also requires
a major cultural shift in the breadth of participation in
planning and communication than has been the case
in many institutions. The following factors will provide
the distinguishing profile of a market and customer-
focused institution.

The President/Vice-Chancellor is expected to
be actively involved in providing institutional marketing
leadership. The President must personally exemplify
strong commitment to a marketing culture. The Vice-
Chancellors personally involve themselves in areas
they consider strategically or operationally important
to their institution. The Vice-Chancellors, in this
study, were asked to consider a list of nine selected
marketing practices and identify those that got their
personal approval. The areas reserved for the
President’s final approval were considered most
important. Chancellors personally ranked approving
the plans of admissions and development the highest.

These practices likely ranked higher than others
because the Chancellors viewed the students tuition
and admission funds as vital in providing the revenue
stream necessary to support the continuing operations
of the institution. When the Vice-Chancellors were
personally involved in the areas of planning, strategy
development, initiating marketing research studies and
approving printed promotional materials, there was
evidence that the institutional performance improved.
The mean values of the performance measure of the
ratio of student inquiry to student application were
higher for the Vice-Chancellors who reported providing
final approval of printed materials. A significant
relationship was found between these two variables.
The Vice-Chancellors who rated coordinating their
institution’s marketing strategy high in importance
realised measurable gains in conversion rates of
student inquiry to student application and consistently
ranked in the top quartile of this measure of institutional
performance. By comparison, the Vice-Chancellors
who did not rate coordinating their institutions marketing
strategy high in importance ranked in the bottom
quartile. The marketing process is integrated to reflect,
recognise and involve all institutional stakeholders.

For higher education institutions to embrace
and receive a full measure of value from embracing
a marketing orientation they must understand that
marketing is a culture, which must be pervasive
throughout the institution. This means having a clear
appreciation for what marketing comprises and what

Strategic Marketing for Higher Education
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it can do for the institution. The institution-wide
marketing orientation involves developing a marketing
attitude, sharing of expertise, building commitment
and good communications in individuals.

All institutional stakeholders must understand,
support and enable marketing strategies to ensure the
integration of operational responsibilities at every level
within the institution. Distribution of the marketing
plan to the various stakeholders within the institution
is an effective method of communication and represents
an excellent way to build commitment. Marketing
plans in this study were well distributed among top
institutional officers but less often to other institutional
stakeholders. Less than 30 per cent of the Vice-
Chancellors reported distribution of marketing plans to
deans, department heads, faculty, staff, alumni or
student government officers. Participation in writing
the institution’s marketing plan brings shared expertise,
commitment from participants and assists in
communicating the plan throughout the institution. It
was clear from survey responses that institutional
planning was top down in participation.

Top officers representing key administrative areas
were most likely to assist in development of marketing
plans. Slightly more than 50 per cent of the responding
Vice-Chancellors reported involving a faculty
representative and only 31 per cent reported involving
an academic dean in the planning process. The
mean values of retention rates were both higher as
well as significant when academic deans participated
in writing marketing plans.

Marketing consultants from outside universities
are used to build and enrich the institutional marketing
culture. Consultants from outside can be used to
analyse local problems and assist in designing and
organising marketing strategies and programmes. They
can provide new ideas for an institution to consider
when developing marketing initiatives. They can provide
legitimacy for changes an institution wishes to make.
Over two-thirds of the responding Vice-Chancellors
reported using an outside consultant. Generally,
Chancellors who reported using an outside consultant
were more likely to employ marketing strategies,
programmes and initiatives. An outside marketing
consultant’s impact on institutional planning was most
evident in the areas of institutional planning. Chancellors
who reported using an outside consultant were more
likely to have a marketing committee and a marketing
plan to provide marketing direction than those who
reported not using outside consultants.

Institutions conduct regular and structured marketing
research studies of all important stakeholder areas.
They must obtain information on stakeholder needs
and gather marketing intelligence to help satisfy these
needs efficiently. Every marketing decision poses unique
needs for information, and relevant marketing initiatives
can be developed based on the information gathered
through marketing research. The presence of marketing
research studies or programmes to monitor change in
the external environment is primary in the development
of marketing strategies and programmes.

Marketing research was not well-developed in
the independent colleges and universities studied.
The Vice-Chancellors reported they were most likely
to focus marketing research studies on current and
prospective students and least likely to research on
their own faculty and staff. Independent institutions
were dependent upon alumni and donors for endowment
and operating funds. The percentage of Vice-
Chancellors reporting researching these two stakeholder
areas was below 60 per cent. The percentage of
Vice-Chancellors reporting conducting marketing research
studies on parents (38 per cent) and high school
counsellors/principals (28 per cent) was also lower
than expected. Clearly, the bias was on the prospective
students.

Although the mean institutional retention rates
for the Vice-Chancellors who reported conducting
marketing research studies on current students were
higher than those reporting not conducting marketing
research studies on current students, no significance
was found. While over 82 per cent of responding
Vice-Chancellors reported conducting marketing research
studies on prospective students, the mean values of
the ratio of the students admitted to the students
enrolled were not significantly related. Although the
mean value of the ratio of students admitted to
students enrolled appeared higher for those Vice-
Chancellors who reported conducting marketing research
studies on high school counsellors, no significance
was found. Most Vice-Chancellors reported that
marketing research studies on new students was
important, but Chancellors who forecast an increase
in enrolment of above 15 per cent by the year 2007
were more likely to conduct research on this important
market segment.

A marketing-oriented planning culture exists that
includes participation from all stakeholder areas.
Scanning an institution’s various environments for
trends is at the heart of planning. Making important
decisions would be easier if Vice-Chancellors could
correctly anticipate the environment and its impact on
student enrolment. Higher education Vice-Chancellors
often make two types of errors. First, many Vice-
Chancellors wait for events or trends to fully emerge
before incorporating them in their planning. Second,
many Vice-Chancellors incorrectly assume that the
past correctly forecasts the future.

Marketing planning is a natural outgrowth of
higher education’s concern for the allocation of limited
human and financial resources in cash-constrained
environments. Opportunities differ in the different markets
of an institution. A central concept of marketing
planning is that institutions be strategically defined to
take maximum advantage of such opportunities and
that missions must be assigned consistent with the
differences among them.

Marketing planningMarketing planningMarketing planningMarketing planningMarketing planning
Market planning describes the process of planning

that is built on sound assessments of market opportunity
and institutional capability and involves the development

           P. Kameswara Rao



Tecnia Journal of Management Studies Vol.1 No.2 October 06 - March 07

21Strategic Marketing for Higher Education

of the institution’s total strategic approach to its
various markets.

In this research it was found that less than 20
per cent of higher education institutions had written
marketing plans to provide overall marketing direction
to the institution. Less than half of the Vice-Chancellors
in this study also reported no marketing plan. This
study found that the presence of a written marketing
plan was associated with an overall higher level of
institutional marketing. The Vice-Chancellors who
reported the presence of a marketing plan were also
likely to have retention, recruitment, home visit and
campus visitation plans than were those who reported
not having a marketing plan. The Vice-Chancellors
who reported the presence of a marketing plan were
also more likely to conduct marketing research studies
(these relationships were significantly related). This
suggests that institutions are using the results of
marketing research studies to assist in the planning
effort.

Higher levels of retention are evident when
institutions have a marketing committee. The mean
values of retention rates were both higher as well as
significant for the Vice-Chancellors reporting the
presence of a marketing committee. Marketing evaluation
systems are in place to assure continuous monitoring
and improvement of marketing programmes and
strategies. Marketing research studies and marketing
plans focus on assessing institutional strengths and
weaknesses against the backdrop of evolving
opportunities, and results in a determination of the
institution’s ability to fill these opportunities, their
relative attractiveness, and ways and means of taking
advantage of them.

Institutions typically implement more than one
marketing strategy. Different strategies target different
markets. These strategies embody ways in which
institutions take advantage of market opportunities,
and are employed to meet institutional objectives.
Improving student retention and recruiting new students
are clearly top goals of every institutional President.
Marketing strategies and programmes focus on the
attainment of institutional objectives and periodic
assessment provides validation of the success or
failure of marketing strategies. Over 81 per cent of
the responding Vice-Chancellors reported the presence
of a written recruitment plan to attract potential students,
but less than 60 per cent of Vice- Chancellors
reported the presence of a written retention plan as
a strategy to improve student retention and graduation
rates.

Two-thirds of the responding Vice-Chancellors
reported conducting marketing research studies on
their current students. Because matriculated students
renew their enrolment decision every term and the
costs of attrition are substantial, the Presidents
considered retaining students nearly as important as
attracting new students. Nearly 64 per cent of the
Presidents who reported the presence of a marketing
plan indicated that they also had a retention plan.
The mean retention rate reported by the Vice-

Chancellors in this study was 59.33 per cent with a
standard deviation of 15.46 and a range of 85. This
wide variance suggests that either the Vice- Chancellors
did not know the retention rate of the students or
some institutions were actually retaining only 15 per
cent of their students. The Vice-Chancellors who
reported retention rates in the top quartile were more
likely to employ important marketing practices. They
were more likely to focus on planning and to conduct
marketing research studies on various institutional
stakeholders. Once a student is admitted, the institution
makes an effort to persuade the student to enrol.
Therefore, the goal is to convert admitted students to
enrolled students. The mean admission to enrolment
rate for institutions in this study was 50.78 per cent
with a standard deviation of 18.57. Once again this
wide variance suggests that either the Vice-Chancellors
did not know their admission to enrolment conversion
rate or some institutions were actually converting only
26 per cent of their students while others were
converting 95 per cent. A relationship between the
conversion rate of students admitted to students enrolled
and various marketing initiatives was expected.

Twenty-two marketing practices, strategies and
programmes from the survey were examined for
significance. Only one practice was found and that
was the admissions personnel who were trained in
marketing. The choice is at the heart of marketing
and institutions must understand the process consumers
use to decide what and when to buy their education.
Before the students submit an application to an
institution they must have some level of awareness of
the institution. The goal of admissions is to convert
these initial inquiries into completed applications. The
Vice-Chancellors did not know their inquiry to application
conversion rate or some institutions are actually
converting only 4 per cent of their students while
others are converting 84 per cent. Less than 15 per
cent of the responding Vice-Chancellors reported
conversion rates above 50 per cent. A significant
relationship between the conversion rate of student
inquiry to student application and various marketing
initiatives was expected.

There are 16 variables studied under the four
heads:

i .i .i .i .i . Information and counselling;
i i .i i .i i .i i .i i . Course development;
i i i .i i i .i i i .i i i .i i i . Course delivery;
i v .i v .i v .i v .i v . Organisation.

As per Figure 2, four significant factors were
found from various marketing practices, strategies
and programmes examined:

1 .1 .1 .1 .1 . Presence of a written marketing plan;

2 .2 .2 .2 .2 .Presence of a marketing committee;

3 .3 .3 .3 .3 .Use of an outside marketing consultant;

4 .4 .4 .4 .4 .Board of trustees/directors have oversight of
institutional marketing direction.
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The Vice-Chancellors who reported conversion
rates below 15 per cent were more likely to focus on
various planning strategies to aid in improving this
important measure of institutional performance. Individuals
in key institutional areas are formally marketing trained.
Individuals academically or experientially trained in
marketing are more likely to understand and successfully
implement marketing strategies. Forty-eighjt per cent
of the responding Chancellors reported their admissions
personnel were marketing trained and 34 per cent
reported their development personnel were marketing
trained. Marketing training of the admissions staff
makes a difference in recruiting prospective students.
The mean values for the ratio of students admitted to
students enrolled, and the ratio of student inquiry
and student application was both higher and statistically
significant when admissions personal were marketing
trained.

RecommendationsRecommendationsRecommendationsRecommendationsRecommendations
Broad stakeholder participation in planning brings

shared expertise, commitment from participants and
assists in communicating the plan throughout the
institution. The results from our presidential survey
and the case studies indicated that institutional planning
was top down in participation and results were poorly
communicated to stakeholders. The Vice-Chancellors
should consider broadening the involvement of
stakeholders in institutional planning. Marketing decision-
making at independent colleges and universities should
be information driven. The results from our survey
and the case studies indicated that marketing research
was not well developed. Marketing research should
become a structured and routine activity at independent
institutions.

This study examined marketing strategies and
initiatives at independent institutions in India. The
results of the research indicated a significant relationship
between measures of institutional performance and
admissions personnel who were trained in marketing.

Considering this finding an institution’s key decision-
makers (administration, faculty and staff) should be
trained in marketing. They have widely varying
backgrounds and are often physically and
organisationally remote from one another. The
distribution of the institution’s planning efforts needs
to be expanded.

As they implement their strategy, institutions
need to track the results and monitor new developments
in the internal and external environments. One thing
that higher education institutions can count on that
their environments will eventually change. And when
they do, institutions will need to review and revise
their implementation, programmes, strategies, or even
objectives. Institutions should develop a system to
evaluate and provide feedback of the effectiveness of
the institution’s planning system.

Our research found that strategic planning and
marketing among and within independent colleges
was no more disciplined or sophisticated than that
found among various state universities in the year
2006. The opportunity for improving the direction
and efficacy of many institutions of higher education
still remains for those who would implement a truly
integrated strategic marketing initiative.

The Vice-Chancellors need to understand the
10 commandments in strategic planning of higher
education are described below:

1 .1 .1 .1 .1 . Who are your customers (and who are not). Be
sure to identify ‘customers’ in broad ways; current
students, potential students, students you have
lost (to attrition), faculty, administrators, staff,
alumni, firms in the area and employers elsewhere
who often take your students, and all the people
who relate to your academy.

2 .2 .2 .2 .2 .Why did the students select you and why have
they stayed with you. Your current ‘customers’
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are the best indicators of your successes (and
failures). What attracted them to your institution to
begin with? Despite the weaknesses you have
already identified why do they still stay with you?
What advantages did they find to offset the
disadvantages every school has?

3 .3 .3 .3 .3 .Why did your former applicants select and then
reject your academy? Which weaknesses did they
find repelling and were discouraged from continuing
at your institution?

4 .4 .4 .4 .4 .Who are the admission prospects that left and
why did they select another school? The best
way to understand your school is to talk to those
who rejected your offers. What were they looking
for that your institution did not provide? What did
the other school have that attracted them to it
instead?

5 .5 .5 .5 .5 .Identify the ‘kinds’ of applicants you will want to
pursue over the next 12-18 months; and along
with that, identify what those applicants will be
looking for in educational opportunities. What is
the demographic, intellectual, and aspirational profile
of your ‘ideal student?’

6 .6 .6 .6 .6 .Identify specific prospect-targets (hot, warm, cool)
you would want to pursue in the near future.
These targets should cover the breadth of your
institution: admissions, fund raising, alumni, internal
(faculty, students, parents, friends), and external.
Determine how they fit into your institution’s mission
and goals. Is it possible that you have been
reaching for the wrong targets?

7 .7 .7 .7 .7 .Identify the prospecting and courting techniques
you will use, as well as promotional materials you
will need (from power point demonstrations on a
laptop to collateral brochures, high school visits,
participation, etc.). How will you highlight those
strengths you identified?

8 .8 .8 .8 .8 .Are there other strengths you have been ignoring?
How can you add those to your repertoire of
recruiting methods?

9 .9 .9 .9 .9 .Pay close attention to technology and implications
for distance education, website development and
maintenance and communications within and outside
the institution. The key to the future is technological.
Be sure you not only have the equipment,
knowledge, and resources to take advantage of it,
but know how you plan to emphasise these in
your recruitment strategy?

10.10.10.10.10.Which team of faculty members is playing college
politics? How do such politics hamper the growth
of genuine faculty and students?

ConclusionConclusionConclusionConclusionConclusion
In our view there is no comprehensive survey

data available on ‘Understanding of Private Higher
Education in India’ from the stakeholders perspective

as well as the heads of various institutions chosen
by us. The satisfaction levels of the students and
parents who access educational services from various
types of higher education institutions has not been
measured so far. Similarly, the corporate sector’s
voice, which recruits graduates from various institutions,
also needs to be heard to analyse the implications of
privatisation. This survey, while benefiting from some
of the secondary literature on the subject, does not
draw any inference thereon. The review of the
secondary literature helped in framing hypotheses as
highlighted in the study. The viewpoints of various
heads of the institutions, such as the Vice-Chancellors/
Registrars, etc., have been taken into consideration.
A point to be noted here is that private sector higher
institutes in the study refers to self-financing colleges,
private universities and deemed universities. Finally,
it is felt that there is a need for continuous research
in this area.
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Understanding the Agreement on Agriculture under
World Trade Organisation

Abstract:Abstract:Abstract:Abstract:Abstract: Trade distortions are present in the international market due
to the subsidies being provided to the farmers in the developed countries.
These subsidies mean that the industrial countries are dumping food exports
into developing countries at alarming rates. The developing countries cannot
afford to pay direct subsidies to their farmers and, consequently, they are at a
tremendous disadvantage in the open market. The aim of the Agreement on
Agriculture (AoA) under World Trade Organisation (WTO) was to encourage fair
trade in agriculture by removing trade distortions and eliminate all restrictions on
the free trade of agriculture products in the international market. It envisaged a
phased reduction in various kinds of support being given to agriculture by the
member countries. However, it has been unsuccessful in achieving its goals till
date. Several factors, such as, domestic support, export dumping and market
access are important in ensuring the success of the Agreement on Agriculture.
This study explores the reasons for its ineffectiveness and suggests measures
to successfully implement it with effective results.

Anil P. Dongre*

IntroductionIntroductionIntroductionIntroductionIntroduction
HE HE HE HE HE World Trade Organisation (WTO) is the
legal and institutional foundation of multi-
lateral trading system. It is a platform on

which trade relations among countries evolve through
debate, negotiation and adjudication. It was proposed
to set up the International Trade Organisation (ITO)
along with the World Bank and International Monitory
Fund (IMF) on the recommendation of the Bretton
Woods conference in 1944. The ITO was not set
up but in its place the General Agreement on Tariff
and Trade (GATT) was established by the US,
UK and some other nations in 1947 and it was
thought that GATT would facilitate the negotiations
for the ITO.

The WTO is based in Geneva, Switzerland.
The WTO agreement contains some 29 individual
texts covering everything from agriculture to textile.
Given the provisional nature and limited field of
action, the success of the GATT in promoting and
securing the liberalisation of world trade over 47
years was phenomenal. Continued reduction of tariff
was significant, but the glory was not for long. After
the limited achievement of the Tokyo round, the
high rates of unemployment and constant factory
closure led governments in Europe and America to
seek bilateral market sharing arrangements (Paul,
2005).

*Prof. Anil P. Dongre, Faculty, Department of Management Studies, North Maharashtra University, Jalgaon 425001.

TTTTT Structure of the WTOStructure of the WTOStructure of the WTOStructure of the WTOStructure of the WTO
 The WTO was established with the same

objectives that were behind the proposal for setting
up the ITO in 1945. The WTO was established in
January 1995 to bring all international trade under a
single regulation and safeguarding of the international
agreement on trade and service and intellectual
property rights (IPR). The old GATT system was
allowed to continue under what was known as the
‘Grandfather Clause’.

Its highest authority - the Ministerial Conference -
dominates the structure of the WTO. This body is
composed of the representatives of all WTO member
nations. It meets every two years and is empowered
to make decisions on all matters under any of the
multilateral trade agreements (Ashwathappa, 2006).

The day-to-day work of the WTO is entrusted
to a number of subsidiary bodies, principally the
General Council. It operates through the Dispute
Settlement Body (DSB) and Trade Policy Review
Body (TPRB). The Director General is the Chief
Executive Officer and he is assisted by a secretariat
and his tenure is for four years. Four Deputy
Directors from different member nations also assists
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him. Further, he has three councils to advise on:
(i) Trade in goods, (ii) Trade in services and
(iii) Trade related aspects of intellectual property
rights. The trade review body has three committees
to assist it, namely, the Committee on Trade and
Development (CTD), the Committee on Balance of
Payment Restriction (CBOPR) and the Committee
on Budget, Finance and Administration (CBFA),
which specialise in policy related to subjects allotted
to them and advise the Trade Review Board
(Avadhani, 2004).

The Uruguay round – A new changeThe Uruguay round – A new changeThe Uruguay round – A new changeThe Uruguay round – A new changeThe Uruguay round – A new change
The Uruguay round started in November 1982

in Geneva. It was the biggest negotiation mandate
on trade ever agreed. In 1988, the round of talks
in Montreal, Canada led to the elaboration of the
mandate and a second round of negotiations. It took
until December 1993 for every issue to be resolved.
On April 1994, the ministers of 125 participating
countries, including India, signed the deal. The
GATT of 1947 continued to exist until the end of
1995, allowing time for all GATT member countries
to accede to WTO and permitting an overlap of
activity in areas like dispute settlement. As of today,
147 governments hold the WTO membership; India
signed it on January 1, 1995.

The Agreement on AgricultureThe Agreement on AgricultureThe Agreement on AgricultureThe Agreement on AgricultureThe Agreement on Agriculture
The main aim of the WTO Agreement on

Agriculture (AoA) was to encourage fair trade in
agriculture by removing trade distortions resulting
from differential levels of input subsidies, price and
market support, export subsidy and other kinds of
trade distorting support. The agreement envisaged a
phased reduction in various kinds of support being
given to agriculture by the member countries.

The WTO negotiators on AoA often refer to the
three trade pillars within the AoA. It is on these
three pillars that the majority of AoA negotiations are
focused. The AoA is a part of the GATT and
contains altogether 20 articles. The AoA was designed
to eliminate all restrictions on the free trade of
agriculture products in the international market. It
gives directions on three aspects relating to free
trade: (i) domestic support, (ii) export subsidy
and (iii) market access (Barker, 2007) and
World Society for Protection of Animal (WSPA).

Domestic supportDomestic supportDomestic supportDomestic supportDomestic support
The first trade pillar of the WTO AoA is

domestic support, which means providing subsidies
to a country’s own farmers. The domestic support is
further classified into five categories: (i) Aggregate
Measure of Support (AMS), which includes product
specific and non-product specific support (Amber
box), (ii) Green box support, (iii) Blue box
support, (iv) De minimus support and (v) Special
and Differential (S&D) treatment box. Out of these,
the WTO agreement requires reduction only in AMS
and export subsidies, whereas, support under all
other heads is exempted. The Doha Ministerial
Declaration calls for ‘substantial reductions in trade-

distorting domestic support’ (Chand and Philip, 2001).

(i) Amber box(i) Amber box(i) Amber box(i) Amber box(i) Amber box

Amber box includes two types of aids: (i)
aids given to agriculture inputs and (ii) aids given
to agriculture products. These two categories together
form the AMS. The AMS includes the sum total of
subsidies on inputs, such as seeds, fertiliser, water,
credit, power, market price support, etc., measured
by calculating the difference between domestic
administered market price and external reference
price (world price) multiplied by the quantity of
production eligible to get applied administered price.

Items that fall into this box are the subsidies
that are regarded as trade distorting, such as price
support for producers. The WTO members are
committed under the AoA to making substantial
reductions to their Amber box subsidies. The developed
nations are required to bring down their AMS by 20
per cent and developing nations by 13 per cent.
The developed nations can give up to 5 per cent of
their agriculture gross domestic product (GDP) as
domestic support (de minimus) and developing
nations up to 10 per cent. The above reduction is
to be made only if it is above the limit based on
agricultural GDP (Department of Agriculture and
Cooperation, Ministry of Agriculture, Government of
India, 2006).

(ii)Green box(ii)Green box(ii)Green box(ii)Green box(ii)Green box

Items that fall under this box have minimal
trade-distorting effects. The Green box subsidies are
not subject to the usual AoA rules requiring subsidies
to be reduced. The list of measures of the Green
box includes general services, including research;
pest and disease control; training, extension, inspection,
marketing and promotion services; infrastructural
services; food security stocks; domestic food aid;
and direct payments to producers, including decoupled
income support, income insurance and safety-net
programmes; disaster relief, producer or resource
retirement schemes; investment aids; environmental
programmes; and regional assistance programmes.
This enables countries to help their farmers to cope
with future contingencies and probably to reduce the
extra cost of production and serve the social welfare
those subsidies being subject to reduction commitments
under the AoA (Hag Elamin).

The highest Green box support to agriculture is
provided by the USA, which spends more than one-
third of its agricultural GDP on this support. Japan
uses one-fourth of its agricultural GDP towards the
Green box provisions. The Green box support in
Canada and European countries is around 13 per
cent of GDP. Among the developing countries, Brazil
provides about 3 per cent of GDP for Green box
subsidy while in Thailand this support is around 7
per cent. An estimate of the Green box expenditure
for India is available only for the year 1995. In this
year, the country used 2.34 per cent of
agricultural GDP for Green box subsidy, most of
which was on public stock (foodgrain) holdings
(Jales, 2006).
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(iii) Blue box(iii) Blue box(iii) Blue box(iii) Blue box(iii) Blue box

Items that fall into this box are direct payments
made under production-limiting programmes. It is
applicable only to the developed nations, which give
such aids. These aids are viewed as less trade
distorting than Amber box subsidies.

(iv) De minimus support(iv) De minimus support(iv) De minimus support(iv) De minimus support(iv) De minimus support

De minimis support is the minimal level of
trade-distorting domestic support allowed by the WTO
for protecting the domestic product of importance.
There is a general willingness to look at de minimus
levels for developing countries and possibly transition
economies (most of these countries are bound by
de minimis levels rather than AMS reduction
commitments). Currently, developed countries are
allowed a minimal amount of de minimis support;
this is defined as 5 per cent of the value of total
agricultural production for specific commodity and
developing countries are allowed up to 10 per cent
of these.

(v) Special and Differential treatment(v) Special and Differential treatment(v) Special and Differential treatment(v) Special and Differential treatment(v) Special and Differential treatment

Because of the economic difficulties faced by
developing countries, they ought to be granted greater
flexibility than developed countries in implementing
GATT disciplines. S&D treatment provides formal
recognition of the disadvantages developing countries
face in the world trading system. The provision
allows exports from developing countries to receive
preferential access to developed markets without
having to accord the same treatment in their domestic
markets. The original purpose of S&D treatment was
to level the playing field and give developing countries
more time to adapt to international competition.

Export subsidyExport subsidyExport subsidyExport subsidyExport subsidy
The second pillar of trade is export subsidy,

which refers to the money a country gives to its
producers to encourage more export. Export subsidies
lead to exports being at low prices, sometimes even
below the cost of production. The export subsidies
constitute only a small portion of the total subsidy
support. The large share is accounted for by domestic
support for the Organisation for Economic Cooperation
and Development (OECD, about US $400 billion,
of which nearly 75 per cent goes to the producers).
The Doha ministerial declaration calls for reduction
of all forms of export subsidies, with a view to
phasing them out. Accordingly, the developed nations
must reduce export subsidy by 36 per cent of the
total value of export and by 21 per cent of the total
quantity of export. For developing nations the total
value of export is 25 per cent and 14 per cent,
respectively.

At the Hong Kong ministerial conference, the
modalities of the Doha declaration was accepted
and, accordingly, the developed countries have agreed
to eliminate export subsidies by 2013. However, a
substantial portion of these will be withdrawn only
towards the end of the transition (Odessey, 2005).

Though we expected to compete freely in the
world market, a number of complex regulations have
barred the products of the developing nations leading
to the collapse of the agriculture sector of these
nations. If this has to be improved we have to press
for changing such regulations.

Market accessMarket accessMarket accessMarket accessMarket access
The third trade pillar of the WTO is market

access, which refers to tariffs levied on the product
to be imported. Under the AoA, the member countries
are required to make substantial reductions in tariff
levels. The general aim of the WTO is to reduce
tariff at substantial level and this received much
attention during the current negotiations, but there is
an ongoing debate on how this should be accomplished.
Two approaches have been suggested :

1 .1 .1 .1 .1 . Cut all tariffs to a harmonised level. This means
all tariffs on all products in a country are brought
to the same level.

2 .2 .2 .2 .2 .Cut on overall tariffs per country, but the country
should have the flexibility to set different tariff
levels for different products.

Under these directions, the aim is to adopt a
common standard for tariffs and import duties,
eliminating all existing regulations that are different
for every nation. Non-tariff barriers are replaced by
tariffs that provide substantially the same level of
protection. The tariffs process, as well as other
tariffs on agricultural products, are to be reduced by
an average 36 per cent in the case of developed
countries and 24 per cent in the case of developing
countries, with minimum reductions for each tariff
line. Reductions are to be undertaken over a period
of six years in the case of developed countries and
over a period of ten years in the case of developing
countries. Accordingly, India made its 1428 tariff line
free for access in April 2005. The least developed
countries are not required to reduce their tariffs
(Chand, 2002).

In the Doha and Hong Kong ministerial
conferences it was resolved that the developing
country members will have the flexibility to self-
designate an appropriate number of tariff lines as
special products that were guided by indicators based
on the criteria of food security, livelihood security
and rural development. It was agreed that the
developing country members will also have the right
to have recourse to a special safeguard mechanism
based on import quantity and price triggers, with
precise arrangements to be further defined. The
special products and the special safeguard mechanism
shall be an integral part of the modalities. This
outcome of negotiations was a matter of great concern
from the point of view of the developing nations.

Reforming global agricultural trade is widely
recognised as an important step towards expanding
economic development and is expected to lift millions
out of poverty. The World Bank estimates that
elimination of global trade barriers would enhance
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global economic welfare by US$290 billion per year
by 2015. Thus, by formulating the best policy
framework of market access that protects the farmers
of the developing nations we can think of the
betterment of millions of people around the globe.

Issues arising out of domestic support,Issues arising out of domestic support,Issues arising out of domestic support,Issues arising out of domestic support,Issues arising out of domestic support,
export subsidy and market accessexport subsidy and market accessexport subsidy and market accessexport subsidy and market accessexport subsidy and market access

The AoA calls for countries to significantly
reduce providing subsidies to its farm producers;
however, many domestic support systems, such as
direct payments/subsidies to farmers, are still allowed
under the agreement. In fact, since the time the
WTO was established, the developed nations have
increased their farm subsidies by transforming their
AMS support to the Green box support (according
to data from the Organization for Economic Cooperation
and Development (OECD). These direct payments
and subsidies in the developed nations mean that
the industrial countries are dumping food exports into
the developing countries at alarming rates. Developing
countries cannot afford to pay direct subsidies to
their farmers and, therefore, argue that they are at
a tremendous disadvantage in the open market due
to the export dumping of commodities from industrial
nations. Thus, the permissible level of domestic
support is essential for the developing nations because
their expenditure for AMS is very meagre as compared
to the developed nations. In the case of India, AMS
is nil; it provides only Green box support and that
to only 2-3 per cent of total agricultural GDP.

Export dumping is the practice of selling products
at prices below the cost of production. The USA is
one of the prime offenders in export dumping of
food. The levels of dumping by the USA are
approximately 40 per cent for wheat, 25 to 30 per
cent for corn, and nearly 30 per cent for soyabeans.
As a result, millions of farmers and families in
developing countries are the losers as artificially
cheap food is coming from industrial countries. The
cycle is repeated in country after country; artificially
cheap food is dumped into a country putting domestic
farmers and farm communities out of business. People
are then forced to leave their land and migrate to
already overcrowded cities hoping to find a low-
wage factory job; rural communities and cultures are
decimated; and massive hunger increases as people
who used to grow and consume local food must
now have cash to pay for food from distant lands.

In case of market access, under the WTO, a
member nation has to reduce or eliminate border
control mechanisms on imports (in WTO terms –
Elimination of Quantitative Restrictions and Other
Non-Tariff Barriers). The AoA requires that import
control mechanisms, such as quantitative restrictions
or quotas, must be eliminated. Historically, these
restrictions or quotas allowed a nation to control the
amount of certain food commodities to be allowed
across its border. This was a way of ensuring that
the domestic farmers were protected from imports of
food already produced in the country, and ensured
that the local food supply was maintained rather

than building a reliance on a cash-based food
supply thousands of miles away.

The second issue relating market access is the
setting up of a minimum level for imports of agricultural
products by member countries as a share of domestic
consumption. Countries are required to maintain the
current levels (1986-88) of access for each individual
product. Where the current level of import is negligible,
the minimum access should not be less than 3 per
cent of the domestic consumption during the base
period and tariff quotas are to be established when
imports constitute less than 3 per cent of domestic
consumption. This minimum level was expected to
rise to 5 per cent by the year 2000 in the case of
developed countries and by 2004 in the case of
developing countries. However, special safeguard
provisions allow for the application of additional
duties when shipments are made at prices below
certain reference levels or when there is a sudden
import surge (International Forum on Globalisation,
2007).

ConclusionConclusionConclusionConclusionConclusion
We can minimise the adverse effect of the AoA

on a developing economy by reducing the quantitative
restrictions at substantial level and permitting the
minimum access requirements through the proper
tariff rate quota for the developing nations, as resolved
in the Hong Kong ministerial conference. Further,
there is a growing debate among the developing
nations in the WTO about how to approach the
issue of market access. All developing nations agree
that until the AoA rules seriously address and eliminate
export dumping, unlimited market access would provide
developing nations little, if any, benefit and would in
fact further harm these countries. Therefore, there is
a call for a moratorium on further market access
until the export dumping issue is realistically addressed.
In the Hong Kong ministerial conference, some
developing countries, including India and Brazil,
have requested the use of temporary safeguard
measures, such as implementing quantitative restrictions
when there are import surges or price drops that
could devastate food supplies or domestic farm
communities.
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Abstract:Abstract:Abstract:Abstract:Abstract:     Globalisation of the Indian economy has resulted in an
increase in the number, nature and dimensions of the risk factors. The risk
factors have increased not only because of fast development of newer
products/ services and speed of their operations, but also due to their cross-
border transactions, poor loan recovery and slow and expensive legal
process. Credit risk, earlier present in the banking system, has also
increased four-fold and credit risk management has emerged as a big
challenge for the Indian banking system. This study focuses on the
comparative evaluation of the quality of credit risk management system
employed by public and private sector banks. Further, to evaluate the credit
risk management systems of public and public sector banks, the Net NPA
to Net Advances ratio (NNNAR), Gross NPA to Gross Advances ratio
(GNGAR) and Credit Deposit ratio (CDR) have been analysed. This paper
also offers some meaningful suggestions to improve the credit risk management
system by banks. Swaranjeet Arora*
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IntroductionIntroductionIntroductionIntroductionIntroduction
HE HE HE HE HE Banking industry is operating in a liberalised
and global environment, which is highly
competitive and uncertain. Banks are offering

innovative products and initiating steps to computerise
their offices to improve the speed of their operations
and provide prompt services to their customers who
are becoming highly demanding. The foreign exchange
business and cross-border activities are increasing
at a fast pace. The above developments have
caused various types of banking risks, which can be
broadly related to market environment and their
business control functions. These risks may include
credit risk, interest rate risk, liquidity risk, foreign
exchange risk, group risk, technology risks, etc.

The Bank for International Settlements at Basel,
Switzerland had issued draft guidelines on credit risk
management during 1999 and the Reserve Bank of
India (RBI) also came out with its first set of
guidelines on risk management during 1999. In

TTTTT these guidelines, it has been suggested that the
banks should put in place proper credit risk management
systems. Some banks initiated the process of formulating
credit risk policies in the year 2000 and have
implemented these policies while few are still in the
process of developing such policies. It has been
emphasised in credit risk management guidelines
that while the credit risk strategy of a bank should
give recognition to the goals of credit quality, earnings
and growth, it is also essential that the lender must
determine the acceptable risk/reward trade-off for its
activities, factoring in the cost of capital.

The Bank for International Settlements, Basel,
Switzerland says that ‘Granting credit involves accepting
risk as well as producing profits’. The credit operations
in banks, by nature, involve an element of credit
risk. But if such risks are within predetermined
ceilings, properly assessed and calculated ones, the
loan loss to the bank can be restricted.
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Sample:Sample:Sample:Sample:Sample: The technique employed is the simple
random sampling. The respondents are from Indore
(MP) and 35 respondents each from public sector
banks and private sector banks have been chosen
(N=35).

TTTTTools for analysis: Z-test, factor analysisools for analysis: Z-test, factor analysisools for analysis: Z-test, factor analysisools for analysis: Z-test, factor analysisools for analysis: Z-test, factor analysis

Hypothesis for Z-test:Hypothesis for Z-test:Hypothesis for Z-test:Hypothesis for Z-test:Hypothesis for Z-test:

H
0
=Private sector banks have similar credit risk
management system as in public sector banks.

H
1
= Private sector banks are better in terms of credit
risk management system as compared to public
sector banks.

Analysis of secondary data: Ratio analysis has
been carried out to evaluate the NPA management
of public sector and private sector banks.

Tools for analysis: T-test, RegressionTools for analysis: T-test, RegressionTools for analysis: T-test, RegressionTools for analysis: T-test, RegressionTools for analysis: T-test, Regression
techniquetechniquetechniquetechniquetechnique

Hypotheses for T-test:Hypotheses for T-test:Hypotheses for T-test:Hypotheses for T-test:Hypotheses for T-test:

a .a .a .a .a . H
0
: The NNNAR of the public sector banks is

similar to the private sector banks.
H
1
: The NNNAR of the public sector banks is

greater than the private sector banks.

b .b .b .b .b . H
0:
 The GNGAR of the public sector banks is

similar to the private sector banks.
H
1
: The GNGAR of the public sector banks is

greater than the private sector banks.

c .c .c .c .c . H
0
: The CDR of the public sector banks is

similar to the private sector banks.
H
1
: The CDR of the private sector banks is

greater than the public sector banks.

ResultsResultsResultsResultsResults

Table 1. Value of Z-TestTable 1. Value of Z-TestTable 1. Value of Z-TestTable 1. Value of Z-TestTable 1. Value of Z-Test

 S.No. S.No. S.No. S.No. S.No. Comparison ofComparison ofComparison ofComparison ofComparison of MeanMeanMeanMeanMean  Standard-  Z-calculated Standard-  Z-calculated Standard-  Z-calculated Standard-  Z-calculated Standard-  Z-calculated
Banking SectorBanking SectorBanking SectorBanking SectorBanking Sector  deviation deviation deviation deviation deviation    value   value   value   value   value

 1 Public bank M1=48.20   7.43      4.55
 2 Private bank M2=56.28

Since the Zcal = 4.55 which is more than the
Ztab(at 5 per cent level of significance) which implies
that null hypothesis is rejected and alternative hypothesis
is accepted. This means that the private sector bank
has a better credit risk management system than
public sector bank because private sector banks
have better loan disbursement policies and procedures,
internal credit risk rating model for lending and
pricing decisions, use of risk adjusted return on
capital (RAROC) concept, human assets and use
of risk-based audit systems.

Factors of credit risk managementFactors of credit risk managementFactors of credit risk managementFactors of credit risk managementFactors of credit risk management
for public sector banksfor public sector banksfor public sector banksfor public sector banksfor public sector banks
1 .1 .1 .1 .1 . Credit risk monitoring:Credit risk monitoring:Credit risk monitoring:Credit risk monitoring:Credit risk monitoring: It is the prompt
identification of the loan accounts, which have
developed some weaknesses in their functioning
for initiating timely corrective actions by items
1,3,5,8,11 and 7. These variables in the
questionnaire are: ‘Does your bank have credit
risk management policies?’; ‘Does your bank
have separate credit risk management department
than the credit department while other banks do
not have?’; ‘Does your bank have better internal
credit rating model than any other bank?’; ‘Does
your bank use the credit rating model for lending
as well as pricing decisions while other banks
use this policy for only lending purpose?’; ‘Does
your bank use RAROC credit adjusted return on
capital concept for pricing of loans while other
banks do not use this concept?’, ‘Does your
bank have tailored credit rating models for different
kind of entities while other banks do not have
them?’. Variable 01 is the strongest and explains
33.60 per cent variance and has a total factor
load of 0.867.

2 .2 .2 .2 .2 .Credit appraisal:Credit appraisal:Credit appraisal:Credit appraisal:Credit appraisal: It is appraising a project in
order to improve a bank’s loan portfolio and is
measured by items 12, 4 and 2. These variables
in the questionnaire are: ‘Does your bank have
more qualified/experienced finance as well as
engineering employees than any other bank?’;
‘Does your bank have better loan disbursement
policies than any other bank?’; ‘Has your bank
started using credit risk management policies before
any other bank?’. Variable 12 is the strongest
and explains 0.93 per cent variance and has a
total factor load of 0.872.

3 .3 .3 .3 .3 .Credit risk mitigation:Credit risk mitigation:Credit risk mitigation:Credit risk mitigation:Credit risk mitigation: It involves credit risk
environment, formulation of the strategy to be
adopted at pre-sanction stage, level of credit
approving authority, monitoring and reviewing the
risk profile and dealing with problem credit and
risk pricing and is measured by items 6 and 9.
These variables in the questionnaire are: ‘Can
your bank track the probabilities of default better
than any other bank?’; ‘Does your bank incorporate
contingent liabilities in the risk management process
while other banks do not incorporate?’. Variable
6 is the strongest and explains 6.237 per cent
variance and has a total factor load of 0.889.

4 .4 .4 .4 .4 .Credit review:Credit review:Credit review:Credit review:Credit review: This refers to verification in
regard to continued viability of the borrower’s
activity and assessment regarding the need-based
character of credit limits and it is measured by
item 10. This variable in the questionnaire is:
‘Does your bank have a comparatively shorter
loan account review cycle than any other bank?’.
It explains 1.476 per cent variance and has total
factor load of 0.682.

5 .5 .5 .5 .5 .Risk based audit system:Risk based audit system:Risk based audit system:Risk based audit system:Risk based audit system: It evaluates the
adequacy and effectiveness of risk management
policies and procedures’ internal control system. It
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is measured by item 13. This variable in the
questionnaire is: ‘Does your bank use risk-based
audit system while other banks do not use this
system?’. Variable 13 explains 0.0805 per cent
variance and has a total factor load of 0.857.

Factors of credit risk managementFactors of credit risk managementFactors of credit risk managementFactors of credit risk managementFactors of credit risk management
for private sector banksfor private sector banksfor private sector banksfor private sector banksfor private sector banks
1 .1 .1 .1 .1 . Credit rating models:Credit rating models:Credit rating models:Credit rating models:Credit rating models: It refers to models which
define, measure and evaluate various credit risk
categories of different types of borrowers and is
measured by items 8,7,5,1,3 and 11. These
variables in the questionnaire are: ‘Does your
bank use a credit rating model for lending as well
as pricing decisions while other banks use this
policy for only lending purpose?’; ‘Does your
bank have tailored credit rating model for different
kinds of entities while other banks do not have?’;
‘Does your bank have better internal credit rating
model than any other bank?’; ‘Does your bank
have credit risk management policies?’; ‘Does
your bank have a separate credit risk management
department than the credit department while other
banks do not have?’; ‘Does your bank use
RAROC credit adjusted return on capital concept
for pricing of loans while other banks do not use
this concept?’. Variable 8 is the strongest and
explains 3.124 per cent variance and has a total
factor load of 0.832.

2 .2 .2 .2 .2 .Credit mitigation tools:Credit mitigation tools:Credit mitigation tools:Credit mitigation tools:Credit mitigation tools: It involves credit risk
environment, formulation of the strategy to be
adopted at pre-sanction stage, level of credit
approving authority, monitoring and reviewing the
risk profile and dealing with problem credit and
risk pricing and is measured by items 6 and 9.
These variables in the questionnaire are: ‘Can
your bank track the probabilities of default better
than any other bank?’; ‘Does your bank incorporate
contingent liabilities in the risk management process
while other banks do not incorporate?’. Variable
6 is the strongest and explains 6.237 per cent
variance and has a total factor load of 0.889.

3 .3 .3 .3 .3 .Credit risk assessment:Credit risk assessment:Credit risk assessment:Credit risk assessment:Credit risk assessment: It refers to quantifying
and measuring the degree of credit risk which a
particular transaction or an activity is exposed to.
It is measured by items 4 and 12. These variables
in the questionnaire are: ‘Does your bank have
better loan disbursement policies than any other
bank?’; ‘Does your bank have more qualified/
experienced finance as well as engineering
employees than any other bank?’. Variable 12 is
the strongest and explains 0.930 per cent variance
and has a total factor load of 0.672.

4 .4 .4 .4 .4 .Credit risk identification:Credit risk identification:Credit risk identification:Credit risk identification:Credit risk identification: It refers to the
understanding of the nature of credit risks, the
circumstances which lead a situation to become a
credit risk situation and causes due to which
credit risk can arise. It is measured by item 2.
This variable in the questionnaire is: ‘Has your
bank started using credit risk management policies
before any other bank?’. Variable 2 is the strongest
and explains 15.56 per cent variance and has a
total factor load of 0.674.

5 .5 .5 .5 .5 .Risk-based audit system:Risk-based audit system:Risk-based audit system:Risk-based audit system:Risk-based audit system: It evaluates the
adequacy and effectiveness of risk management
policies and procedures of the internal control
system. It is measured by item 13. This variable
in the questionnaire is: ‘Does your bank use
risk-based audit system while other banks do not
use this system?’. Variable 13 explains 0.0805
per cent variance and has a total factor load of
0.673.

Net NPA as percentage of Net AdvancesNet NPA as percentage of Net AdvancesNet NPA as percentage of Net AdvancesNet NPA as percentage of Net AdvancesNet NPA as percentage of Net Advances
(NNNAR)(NNNAR)(NNNAR)(NNNAR)(NNNAR)

This ratio relates to NPA after profit provisioning
to advances. It is an important parameter of examining
the credit efficiency of a bank. It also indicates how
good banks are at provisioning practices. The Table
2 shows the net NPA as a percentage of net
advances in public and private sector banks together
with some statistical measures. The projected NNNAR
for the year 2010-11 is also calculated through
regression technique.

YearYearYearYearYear  Public (%) Public (%) Public (%) Public (%) Public (%) Private(%)Private(%)Private(%)Private(%)Private(%)
1999-00    7.42    5.41
2000-01    6.74    5.44
2001-02    5.82    5.73
2002-03    4.54    4.95
2003-04    3.00    2.84
2004-05    2.06    2.17
MeanMeanMeanMeanMean    4.93    4.424
Standard deviationStandard deviationStandard deviationStandard deviationStandard deviation   1.932    1.39
Covariance (%)Covariance (%)Covariance (%)Covariance (%)Covariance (%)   39.19   31.42
2010-112010-112010-112010-112010-11   -3.35   -8.6

YearYearYearYearYear Public(%)Public(%)Public(%)Public(%)Public(%)  Private(%) Private(%) Private(%) Private(%) Private(%)
1999-00 13.98 8.17
2000-01 12.37 8.37
2001-02 11.09 9.64
2002-03 09.36 8.08
2003-04 07.80 5.84
2004-05 05.53 4.44
MeanMeanMeanMeanMean 10.022 7.424
Standard deviationStandard deviationStandard deviationStandard deviationStandard deviation 2.825 1.742
Covariance (%)Covariance (%)Covariance (%)Covariance (%)Covariance (%) 28.19 23.47
2010-112010-112010-112010-112010-11 -2.36 1.46

Table 2.  The net NPA to net advances ratioTable 2.  The net NPA to net advances ratioTable 2.  The net NPA to net advances ratioTable 2.  The net NPA to net advances ratioTable 2.  The net NPA to net advances ratio
(NNNAR)(NNNAR)(NNNAR)(NNNAR)(NNNAR)

Gross NPA as percentages to GrossGross NPA as percentages to GrossGross NPA as percentages to GrossGross NPA as percentages to GrossGross NPA as percentages to Gross
Advances Ratio (GNGAR)Advances Ratio (GNGAR)Advances Ratio (GNGAR)Advances Ratio (GNGAR)Advances Ratio (GNGAR)

This ratio reflects NPA to advances before
profit provisioning. It measures the credit efficiency
of a bank before effecting profit provisions. It reflects
how good the banks’ credit policies are. Table 3
shows the gross NPA as a percentage of gross
advances in public and private sector banks together
with some statistical measures. The projected GNGAR
for the year 2010-11 is also calculated through
regression technique.

Table 3. The gross NPA to gross advances ratioTable 3. The gross NPA to gross advances ratioTable 3. The gross NPA to gross advances ratioTable 3. The gross NPA to gross advances ratioTable 3. The gross NPA to gross advances ratio
(GNGAR)(GNGAR)(GNGAR)(GNGAR)(GNGAR)
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Data analysis and interpretation for ‘T’ testData analysis and interpretation for ‘T’ testData analysis and interpretation for ‘T’ testData analysis and interpretation for ‘T’ testData analysis and interpretation for ‘T’ test

Table 5. ‘T’ test for comparison of public sectorTable 5. ‘T’ test for comparison of public sectorTable 5. ‘T’ test for comparison of public sectorTable 5. ‘T’ test for comparison of public sectorTable 5. ‘T’ test for comparison of public sector
and private sector banksand private sector banksand private sector banksand private sector banksand private sector banks

1 .1 .1 .1 .1 . Statistical analysis of NNNAR:Statistical analysis of NNNAR:Statistical analysis of NNNAR:Statistical analysis of NNNAR:Statistical analysis of NNNAR: It is evident
from Table 5 that NNNAR of public sector banks
and private sector banks do not differ significantly,
hence they are equally efficient in this respect.

2 .2 .2 .2 .2 .Statistical analysis of GNGAR:Statistical analysis of GNGAR:Statistical analysis of GNGAR:Statistical analysis of GNGAR:Statistical analysis of GNGAR: It is evident
from Table 5 that GNGAR of public sector banks
differ significantly from private sector banks, hence

they are not equally efficient in this respect and
alternative hypothesis holds good, i.e., public
sector banks have greater GNGAR as compared
to private sector banks.

3 .3 .3 .3 .3 .Statistical analysis of CDR:Statistical analysis of CDR:Statistical analysis of CDR:Statistical analysis of CDR:Statistical analysis of CDR: It is evident from
Table 5 that the CDR of public sector banks
differ significantly from private sector banks, and
alternative hypothesis stands true, i.e., private
sector banks have greater CDR as compared to
public sector banks.

Summary of findings and suggestionsSummary of findings and suggestionsSummary of findings and suggestionsSummary of findings and suggestionsSummary of findings and suggestions
1 .1 .1 .1 .1 . Private sector banks are better in Terms of credit
risk management system because they have separate
credit risk management department, internal credit
risk rating model, effective surveillance of loan
disbursement process, shorter loan account review
cycle, efficient tracking of default accounts, use of
RAROC concept for pricing of loans, qualified
and experience personnel and risk-based audit
system.

2 .2 .2 .2 .2 .It has been observed from Table 2 that the
NNNAR of public sector banks has declined
constantly for the last six years while the NNNAR
of private sector banks showed an upward trend
initially but later on declined. Hence, it reflects
that both the sectors should adopt such practices
in order to sustain the trend. The average NNNAR
of public sector bank is more than the private
sector banks, which reflects the better credit risk
management policies adopted by private sector
banks.

3 .3 .3 .3 .3 .Table 3 shows that the GNGAR of public sector
banks has shown a declining trend for the last six
years while the GNGAR of private sector banks
showed an upward trend initially but later on
declined. The average GNGAR of public sector
bank is more than the private sector banks,
reflecting better credit risk management practices
adapted by the private sector banks.

4 .4 .4 .4 .4 .Table 4 shows that the CDR of public and
private sector banks has shown an upward trend.
The average CDR of public sector banks is less,
reflecting an inefficient utilisation of funds generated
from deposits for the purpose of credit creation.

5 .5 .5 .5 .5 .An important and interesting fact has been observed
in Table 5 that although there is a significant
difference between the means of gross NPA and
CDR of the banks, there is no significant difference
between the means of net NPAs because of high
volumes of advances and deposits and better
profit proportioning in public sector banks.

6 .6 .6 .6 .6 .By 2010-2011, assuming all factors being constant,
net NPA and gross NPA will reduce while CDR
will increase for both types of banks.

7 .7 .7 .7 .7 .CDR of private sector banks will be more than
the public sector banks and hence, the gross
NPA will also be more in private sector banks.

    Particulars Particulars Particulars Particulars Particulars NNNARNNNARNNNARNNNARNNNAR GNGARGNGARGNGARGNGARGNGAR CDRCDRCDRCDRCDR
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 Type of Test   One tailed   One tailed   One tailed
 Calculated Value     0.53     1.92 2.82
 of ‘T’
 Critical Value of ‘T’     1.81     1.81 1.81
 Conclusion, H

0
 is    Accepted    Rejected    Rejected

 Descriptive   The mean   The mean   The mean
NNNAR of public
sector banks and
private sector
banks is equal.

GNGAR of public
sector banks is
g rea te r than
private sector
banks.

CDR of private
sector banks is
greater than public
sector banks.

Conclusion

Table 4. Credit deposit ratio (CDR)Table 4. Credit deposit ratio (CDR)Table 4. Credit deposit ratio (CDR)Table 4. Credit deposit ratio (CDR)Table 4. Credit deposit ratio (CDR)

           Swaranjeet  Arora, Abhijeet Chatterjee and Anukool M. Hyde

Credit Deposit Ratio (CDR)Credit Deposit Ratio (CDR)Credit Deposit Ratio (CDR)Credit Deposit Ratio (CDR)Credit Deposit Ratio (CDR)

The CDR relates to total advances granted by
a bank to its total deposits on any particular date.
This ratio focuses on the credit creating ability of a
bank. Thus, it is an important parameter used to
analyse the credit efficiency of a bank. This ratio
also provides a strong basis for the efficient utilisation
of deposits mobilised by a bank. A high credit
deposit ratio reflects efficient credit creating capabilities.

Table 4 shows the CDR in public sector and
private sector banks together with some statistical
measures.The projected CDR for the year 2010-11
is also calculated through regression technique.

YearYearYearYearYear Publ ic(%)Publ ic(%)Publ ic(%)Publ ic(%)Publ ic(%) Private(%)Private(%)Private(%)Private(%)Private(%)
1999-00 47.756 49.038
2000-01 48.285 49.849
2001-02 49.567 69.616
2002-03 50.820 67.070
2003-04 51.488 63.519
2004-05 56.960 70.288
MeanMeanMeanMeanMean 50.813 61.564
Standard deviationStandard deviationStandard deviationStandard deviationStandard deviation 3.043 8.844
Covar iance(%)Covariance(%)Covariance(%)Covariance(%)Covariance(%) 5.99 14.37
2010-112010-112010-112010-112010-11 62.95 92.52
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ConclusionConclusionConclusionConclusionConclusion
The paper presents both the qualitative and

quantitative aspects of credit risk management practices
adopted by private and public sector banks. The
findings of the paper suggests that credit operations
in private sector banks are better as compared to
public sector banks because of efficient credit risk
management system adopted by them. It also reflects
that in future, with the increase of credit deposit
ratio in private sector banks, the NPA will increase
in terms of value but will decline in terms of
percentage to total CDR because of sound credit
risk management policies adopted by private sector
banks.
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Abstract: Abstract: Abstract: Abstract: Abstract: The Indian call centre industry is growing at a fast rate and
has the strong capability of generating jobs for millions of Indians. In the
present call centres, specific efforts are undertaken to (i) ensure a healthy
motivational climate through measures, such as grooming employees for skills,
knowledge and attitude; enhancing work culture; offering attractive compensation
packages; and (ii) provide a conducive environment of optimum role efficacy.
However, in spite of these measures, the rate of attrition is high and is on the
rise, which is detrimental to this job segment. Taking cognisance of this fact,
this study has been undertaken to investigate the motivational climate and role
efficacy of an Indian call centre to identify the probable causes that lead to
attrition in the call centres. On the basis of the findings of this study, certain
human resource strategies/organisational development interventions have been
recommended for implementation to enhance the motivational climate and
reduce the current high rate of attrition in the Indian call centres.

A Study of the Motivational Climate and Role Efficacy in
Indian Call Centres

Satish Seth*
M.S. Turan**

*Prof. Satish Seth, Professor and Director, Jagannath Institute of Management Sciences, New Delhi.

**Dr. M.S. Turan, Director (Distance Education), Guru Jambheshwar University of Science and Technology, Hisar.

HE HE HE HE HE call centre industry with other informtion
technology enabled services (ITES) would
be worth Rs. 81,000 crores with 20,00,000

job requirements by 2008. One of the main challenges
being faced by the call centre industry is the high
rate of attrition. The employee turnover rate is
estimated to be as high as 25 per cent to 35 per
cent. Most of the research and training efforts
undertaken to date in the industry have focused on
grooming employees for skills, knowledge and attitude;
enhancement of the work culture and attractive
compensation packages. Although specific measures
in the above areas have helped to enhance the
motivation level of employees and as a consequence
improved their work performances, the problem of
high attrition still remains unresolved.

In any organisation the performance of people
working there basically depends on their own potential
effectiveness, technical competence, managerial skills
and experience and the design of the roles they
perform. Hence, the most important variables at the
organisational level are the motivational climate of
the organisation and the role-interaction patterns.
The psychological distance between various roles
determine to a great extent how the roles interact
and collaborate with each other. These influence

IntroductionIntroductionIntroductionIntroductionIntroduction

TTTTT and are in turn influenced by the organisational
climate.

The present study involves the diagnosis of the
motivational climate and role efficacy of an Indian
call centre, M/s Callcen, based in Gurgaon, India
through questionnaires administered to a select sample
of employees. Based on the responses received, the
motivational climate and role efficacy profiles were
drawn and analysed.

Motivational climateMotivational climateMotivational climateMotivational climateMotivational climate
The culture prevailing in an organisation tends

to encourage and promote certain types of behaviours
more than others. The patterns of behaviours of the
employees characterises the motivational climate of
the organisation. The motivational climate may facilitate
or inhibit employee development. The behaviour
shown by people in an organisation or department
in relation to various task dimensions indicates the
expression of certain motives. One conceptual
framework of climate emphasises motivational linkages
(Litwin and Stringer, 1968). The framework outlines
the motives on which the climate is measured, i.e.,
achievement, power, extension, affiliation, dependency
and control.
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Likert (1967) proposed six dimensions of
organisational climate, i.e., leadership, motivation,
communication, decision, goals and control. Litwin
and Stringer (1968) proposed certain dimensions
of organisational climate, i.e., conformity, responsibility
standards, rewards, organisational clarity, warmth
and support and leadership.

Based on a review of past studies and discussions
with managers, the following processes were suggested
which characterise the motivational climate of the
organisation. They are: orientation, interpersonal
relationships, supervision, problem management,
management of mistakes, conflict management,
communication, decision-making, trust, management
of awards, risk-taking and innovation and change
(Pareek 1997). He concluded that the organisational
climate is characterised by the combination of dominant
and secondary motives.

Some of the climate profiles based on motives
outlined in the framework of Litwin and Stringer
(1968) are explained below:

a)a)a)a)a)An ‘achievement-dominant’ climate indicates that
the concern for work excellence and competition
with other companies prevails in the organisation.
Excellence is rewarded, information is available
for those who need it for deliberations and decision-
making, people who achieve targets are trusted,
people prefer to solve problems by themselves
and learn from experience, take moderate risks
and are concerned about achieving tasks.

b)b)b)b)b)An ‘extension-dominant’ climate indicates that
there is high concern in the organisation to
develop people and groups to work for the larger
good, and people are treated as human beings
with a genuine concern for their welfare rather
than being treated as roles. In such a place,
people help each other, supervisors help their
subordinates to grow and develop, and people
are encouraged to handle problems and resolve
conflicts supportively.

c)c)c)c)c)An ‘affiliation-dominant’ climate is characterised
by people striving for friendly, warm and affectionate
relationships. In such places, tasks and
methods of achieving the tasks are based on
relationships, people have a high concern for
social relationships and like being good and close
to each other.

d)d)d)d)d)A ‘dependency-dominant’ climate indicates that
in such an organisation people do not do things
on their own but look for orders or suggestions
from their superiors and refer matters to them
rather than attempt solutions themselves. Such an
organisation is characterised by observance of
regulations, strict following of orders, excessive
dependence on authority, a clear line of
communication, etc.

e)e)e)e)e)An ‘expert power-dominant’ climate indicates that
experts, and people with skill and expertise are
encouraged. They are influential in decision-

making, resolving conflicts and problems, and are
regarded highly in the organisation.

f )f )f)f)f)A ‘control-dominant’ climate indicates that people
enjoy status, power and authority for its own
sake, where managers like to control their
subordinates, communication is selective only with
some people and is used as a mechanism of
control, decisions are made by a few and only
those powerful few dominate most of the decisions.

Role efficacyRole efficacyRole efficacyRole efficacyRole efficacy
In any organisation, the performance of people

basically depends on their own potential effectiveness,
technical competence, managerial skills and experience
and the design of the roles they perform in the
organisation (Pareek, 1997). In fact, it is the
integration of individuals and their roles that ensures
their effectiveness in the organisation. Thus, unless
people have the requisite knowledge, technical
competence, and skills required for their roles, they
cannot be effective. However, if the role does not
allow a person to use his or her competence and if
the individual constantly feels frustrated in the role,
the effectiveness is likely to be low. Hence, the very
nature of role has built-in potential for conflict or
stress. The closer the ‘role-taking’ i.e., responding
to the expectation of various other people, moves to
‘role-making’ i.e., taking the initiative in designing
the role creatively so that the expectation of other
people and of the role occupant are integrated, the
more the role is likely to be effective. This potential
effectiveness may be called efficacy. In essence,
role efficacy can be viewed as the psychological
factor underlying role effectiveness.

Dimensions of role efficacyDimensions of role efficacyDimensions of role efficacyDimensions of role efficacyDimensions of role efficacy
Pareek (1997)     explains role efficacy as a

multi-dimensional concept. He concludes that the
greater the dimensions to a particular role, the
higher the efficacy of that role is likely to be. These
dimensions can be classified into three groups. The
first is ‘role making’ as opposed to role taking. The
second is a set of role efficacy aspects and relates
to power enhancement of the role. This can be
called ‘role centring’ as opposed to role entering
(where one would accept the role as given and
reconcile to its prevailing level of importance or
unimportance). Third is ‘role linking’ or extending
the role to link with other roles and groups and can
be viewed in contrast with role shrinking (limiting
the role to narrow, work-related expectations). These
three main dimensions have been further subdivided
and explained below:

1. Role making1. Role making1. Role making1. Role making1. Role making

(i) Self role integration(i) Self role integration(i) Self role integration(i) Self role integration(i) Self role integration

Every professional represents a unique
combination of strengths and experience along with
a basket of technical training, special skills and
contributions. Wherever role definition allows for the
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maximum use of the special skills and strengths of
the incumbent, the more effective and productive is
the role likely to be both for the employer as well
as the employee. This is called self role integration.
To cite a case in an organization, a person was
promoted to a responsible position, which was seen
as a reward and he was quite happy with the well
deserved promotion. However, he soon discovered
that in the new position he did not have the
opportunity to use his special skills of training,
counselling, and organizational diagnosis. In spite of
the fact that he performed well in the new role, his
efficacy was not as high as it had been in the
previous role. Once the role was redesigned to
enable him to use his skills, his efficacy grew
manifold.

(ii) Proactivity(ii) Proactivity(ii) Proactivity(ii) Proactivity(ii) Proactivity

A person who occupies a role responds to
various expectations that people in the organisation
have about that role.

(iii) Creativity(iii) Creativity(iii) Creativity(iii) Creativity(iii) Creativity

It is not just individual initiative that is important
for ensuring efficacy. An opportunity to be creative
and to try new and unconventional ways of solving
problems is equally important. If a person perceives
that he has to perform only routine tasks, it can be
detrimental to higher role efficacy. If he feels that
the role does not allow any time or opportunity to
be creative, efficacy is bound to be low.

(iv) Confrontation(iv) Confrontation(iv) Confrontation(iv) Confrontation(iv) Confrontation

In general, if people in an organisation avoid
problems or shift them to others, their role efficacy
will be low. The tendency to confront problems and
find relevant solutions contributes to efficacy.

2. Role centring2. Role centring2. Role centring2. Role centring2. Role centring

(i) Centrality(i) Centrality(i) Centrality(i) Centrality(i) Centrality

If a person feels that the role he occupies is
central to the organisation, his role efficacy is likely
to be high. If people feel that their roles are
peripheral and is not very important, their potential
effectiveness will be low. This is true for all persons
and not only for those at the lowest level.

(ii) Influence(ii) Influence(ii) Influence(ii) Influence(ii) Influence

The more influence a person is able to exercise
in his role, the higher his efficacy is likely to be. An
important factor underlying higher motivation of the
workers is the space allowed for the use of discretion
in decision-making. Roles have been found to be
more efficacious when workers are allowed to use
discretion.

(iii) Personal growth(iii) Personal growth(iii) Personal growth(iii) Personal growth(iii) Personal growth

Another factor which contributes to role efficacy

is the perception that the role provides the individual
an opportunity to grow and develop. There are
several instances of people leaving one role and
becoming much more effective in another primarily
because they have greater opportunity to grow in the
second role. In many institutions of higher learning,
the roles of the research/teaching staff pose problems
of low efficacy. An important factor driving efficacy
down in such cases is the lack of systematic growth
opportunities within existing structures. Institutes that
are able to plan such growth succeed in increasing
role efficacy and, in turn, obtaining greater contribution
from them.

3. Role linking3. Role linking3. Role linking3. Role linking3. Role linking

(i) Inter-role linkage(i) Inter-role linkage(i) Inter-role linkage(i) Inter-role linkage(i) Inter-role linkage

Linking one’s role with those of others in the
organisation increases efficacy. If there is a joint
effort to understand problems and find solutions,
overall efficacy across roles involved is likely to be
high. Of course, the assumption is that people know
how to work cohesively and effectively. Similarly, if
a person is member of a task group set up for a
specific purpose, his efficacy will be reduced if he
tries to work without any linkages with other team
members or stakeholders.

(ii) Helping relationship(ii) Helping relationship(ii) Helping relationship(ii) Helping relationship(ii) Helping relationship

If a person feels that he can get help from
some source in the organisation whenever the need
arises, he is likely to have higher role efficacy. On
the other hand, if there is a feeling that no help is
forthcoming when sought, or that the respondents
are hostile, role efficacy will be low.

(iii) Superordination(iii) Superordination(iii) Superordination(iii) Superordination(iii) Superordination

A role may have linkages with systems, groups
and entities beyond the organisation. When a person
performing a particular role feels that what he does
is likely to be of value to a larger group, his
efficacy is likely be high. In roles that offer opportunities
for the setting and fulfilling of superordinate goals,
efficacy is enhanced. Similarly, roles in which the
people feel that what they are doing is helpful to the
organisation in which they work ensure higher efficacy.

Role and work motivationRole and work motivationRole and work motivationRole and work motivationRole and work motivation
Role efficacy contributes to work motivation;

role efficacy is the potential effectiveness of a person
in the role. Pareek et al. (2003), cite several
factors which contribute to role efficacy, for example
the individual’s feeling of his role being central in
the organisation, self-role integration, possibilities for
the individual to use initiative and be creative,
linkage of the role with other roles in the organisation,
helping relationships in the organisation, opportunity
to influence and to work on larger goal benefits to
others, opportunity of growth, etc. In fact, it may be
useful to measure role efficacy of several roles in
the organisation and take steps to raise it.

           Satish Seth and M.S. Turan



Tecnia Journal of Management Studies Vol.1 No.2 October 06 - March 07

39

Work motivation is partly in proportion to the
challenge the job provides to the individual. Some
of the factors suggested by Herzberg (1967) as
motivators are very important for work motivation.
Challenge in the job is one such factor. If a job
does not provide enough challenge to the individual,
his motivation will be low. If a feeling of lack of
challenge seems to be prevailing, it may be useful
to reverse the job content and do something to build
more challenge in the job. This may be achieved by
delegation of more responsibility or expanding the
scope of the job. Herzberg concludes that the
opportunities to influence decisions increase work
motivation. Every individual should feel in his job
that he is able to influence some decisions. This is
possible when there is some autonomy and freedom
to the individual who is also able to receive it.
Enough autonomy with adequate support and a
demand for responsibility combine to increase
motivation. Each job may be examined to see how
such autonomy and responsibility can be increased.
Work motivation is directly related to the perception
of opportunities of development and growth in the
job. If people feel that what they do in the job helps
them to learn new things and contributes to their
development, the motivation will be high. Each job
should be analysed from this point of view. When
an individual reaches a stage where he may feel
that he is only repeating himself, the possibilities of
job rotation to help him learn a new job may be
explored. This principle has some limitations as
every job cannot provide learning opportunities for
everyone at all times.

Pareek et al. (2003) emphasise that the
perception that a person is contributing to a larger
goal increases motivation. The importance of his job
may be communicated to the employee and he may
be helped to see how his job is useful for the
section/department, for the organisation, for a larger
section of the community, the profession and the
society or for the nation. An employee’s perception
of the context of his job in terms of its contribution
to a larger goal contributes to his work motivation.

McClelland and Winter (1962) concluded that
an individual’s motivational pattern can be changed.
Experiments and experience have shown that it is
possible to raise the level of specific needs in the
individual. For example, if an individual has low
achievement motivation, and if this concerns him,
and he wants to raise his level of achievement, this
can be done. It may be useful to provide opportunities
to individuals to first get a picture of their motivational
profile and then special programmes can be arranged
to help them raise the level of a specific psychological
need in which they may be interested.

According to McClelland and Burnham (1976)
the performance directly contributes to work satisfation
and is a direct result of effort and not vice-versa. In
order to increase work motivation, stress should be
given on increasing the effort of the employees for
good performance. It is wrong to expect higher
performance directly from general satisfaction. Unless
rewards are related to efforts, the resulting satisfaction
will not lead to high performance.

Pareek et al. (2003) conclude that an
individual’s work motivation and capability to achieve
increases with the experience of success with gradually
challenging tasks. If an individual is helped to
experience success in achieving goals which gradually
become more challenging, his motivation and capability
for higher achievement increases. It may be useful
to plan goals for an individual in a graduated series
of challenges.

Call Centre IndustryCall Centre IndustryCall Centre IndustryCall Centre IndustryCall Centre Industry
Industry watchers have dubbed the current decade

as the decade of ITES, and the call centre industry
is perhaps the biggest component of ITES. A NASSCOM
report predicted the industry’s size to be a whopping
20,000 crore by 2007-08 (NASSCOM, 2005). It
further estimated that during 2008, this segment will
create employment for 2,70,000 people. The
international call centre segment is growing at the
rate of 50 per cent to 70 per cent. Prof. Michael
Dertouzous of Massachusetts Institute of Technology
(MIT) has predicted that India could earn as much
as US$1 trillion in the next five to seven years
through low-end information technology (IT) activities,
particularly, outsourcing and call centres. In fact,
Indian call centres are poised to register the highest
growth rate in the Asia Pacific region during this
phase. The Indian call centre industry currently
employs 1,60,000 professionals. The total employment
is expected to reach 6,00,000 by 2007. The
nascent business, however, is witnessing high rates
of attrition, making industry leaders sit up and take
note. The current average rate of attrition is estimated
between 30 per cent to 35 per cent.

The NASSCOM report has also cited reasons
for the high attrition rate as ranging from monotony
of repetitive tasks to late hours of work and an
unrelenting demand for consistent performance. Other
reasons include lack of career opportunities, especially
when it comes to vertical growth, seeking better
monetary benefits or a change. Most research and
training efforts undertaken to date in the Indian call
centre industry have focused on grooming employees
for skills, knowledge and attitude, enhancement of
work culture and attractive compensation packages.
Whilst specific measures in these areas have helped
to enhance motivation level of employees and, as a
consequence, improve their work performances, the
problem of high attrition remains unresolved.

TurnoverTurnoverTurnoverTurnoverTurnover
In many cases, turnover is a constant concern

for customer service centres. Because of the nature
of the call centre agents’ job position, many supervisors
consider turnover a necessary evil that needs to be
dealt with on a continuing basis. Discussions with
call centre managers reveal that turnover is considered
severe when related to budget considerations,
customer service levels, and employee morale/
productivity, etc. The loss of highly skilled employees
is one such factor. The attrition of first-rate employees
can be an irreplaceable loss for companies. In
addition, constant turnover and recruiting can create
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a negative impression about the company. The call
centre managers also state that turnover warrants
extra focus if a clear pattern begins to appear. For
example, if there has been 50 per cent turnover in
the past year due to resignations, chances are that
some fundamental problems exist within the company
and need to be addressed. If employees are always
leaving because of negative circumstances, this is a
red flag that significant problems exist within the
organisation and that management practices, training
and human resource (HR) policies need to be
revisited.

A high turnover is a major problem for many
call centres and it challenges the management to
identify the causes of attrition and to know why
turnover is happening. It is important to know the
exact reasons why agents leave in order to:

1. Identify the ‘controllable’ reasons and focus attention
on reducing the causes of these departures;

2. Accurately plan ahead for recruiting, hiring and
training replacements at the same pace as you
expect agents to leave.

Some reasons for agent turnover are beyond
the control of the management. These departures
will occur regardless of how attractive the management
makes it for agents to stay. The ‘non-controllable’
turnover includes:

· Retirements;
· Promotions;
· Transfers to other departments within the
organisations; and

· Illness.

The ‘controllable’ turnover includes resignations
due to:

· Job stress;
· Low pay;
· Lack of advancement possibilities; and
· Lack of support and reward on the job.

BackgroundBackgroundBackgroundBackgroundBackground
The present study aims to diagnose the

motivational climate and role efficacy of an Indian
call centre, M/s. Callcen Ltd, located in Gurgaon,
India. On the request of the management and for
reasons of confidentiality, the name of the call
centre has been changed. It is a small-sized call
centre, set up with foreign collaboration in Gurgaon
in 1995. At present it has about 350 graduate
‘agents’ sitting in cubicles clonking phones to address
customer service queries that range from credit card
enquires to trouble shooting software problems from
customers all over the United States of America
(USA). Because of the time difference between
India and the USA these employees work from early
in the evening, i.e., 1800 hours to early dawn,
i.e., 0330 hours. They are exposed to the
phenomenon of ‘accent’ stress. They also experience
a host of health problems, such as digestion, hair

loss, back pain and stress. Also of late it has been
found that the necessary teamwork and collaboration
were not forthcoming and delays, such as backlog
of waiting calls, were occurring on a daily basis.
The senior management adversely commented upon
the functioning of the organisation. Several meetings
were held with the staff to understand the problem
of the rising levels of inertia. Various views were
expressed on how the work should be done, the
style of management, delegation, accountability, etc.
However, the visible improvement in the overall
climate and the operational efficiency, registered as
work backlog, did not reduce appreciably.

Objectives of the studyObjectives of the studyObjectives of the studyObjectives of the studyObjectives of the study
The study has been carried out with the following

objectives in mind:

1 .1 .1 .1 .1 . To diagnose the motivational climate and role
efficacy of call centre agents (CCAs) in the
organisation i.e., M/s Callcen Ltd.

22222.To suggest suitable HR strategies with a view to
enhancing the motivational climate and reducing
the current high attrition rate in the organisation.

MethodologyMethodologyMethodologyMethodologyMethodology
The following methodology was adopted to

achieve the objectives:

1 .1 .1 .1 .1 . General data on the call centre industry in India
were obtained from primary and secondary sources
through interviews, mailers, printed media and the
Internet.

2 .2 .2 .2 .2 .Administration of questionnaire on motivational climate,
i.e., motivational analysis of organisation (climate)
[MAO(C)] and the role efficacy scale.

3 .3 .3 .3 .3 .Preparation and analysis of profiles on motivational
climate and role efficacy.

4 .4 .4 .4 .4 .Discussion of the results of the analysis with key
organisational members through unstructured
interviews and recommending of suitable strategies/
interventions for improving motivational climate in
the organisation.

Sample sizeSample sizeSample sizeSample sizeSample size
The questionnaire was administered to 50 call

centre agents. Of these, 39 responded, which
constitutes almost 10 per cent of the population.

Instruments of the studyInstruments of the studyInstruments of the studyInstruments of the studyInstruments of the study
The MAO(C) (Pareek, 1997) measures the

perceived motivational climate of an organisation.
The purpose of this instrument is to arrive at the
dominant motivational profile on six motives, i.e.,
achievement, affiliation, extension, dependency, control
and power. Eleven dimensions have been identified
for the purpose of measuring climate. The eleven
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dimensions on which the motivational climate is
measured are: orientation, interpersonal relationship,
supervision, communication, decision-making, trust,
managing problems, managing mistakes, managing
conflict, managing rewards and risk-taking. Each
dimension has six statements, which have to be
ranked in terms of importance as perceived by the
respondents. These eleven variables are considered
to be illustrative of organisational climate, if not
exhaustive. This instrument not only measures the
aggregate climate but also the climate for each of
the variables.

The role efficacy scale, (Pareek, 1997), is a
structured instrument consisting of 20 triads of
statements which a respondent marks to describe his
role most accurately. The three alternatives are pre-
weighted. There are two statements for each dimension
of role efficacy and the scoring pattern followed is
+2, +1 or -1. The scale is useful in a number of
different situations. It can be used for role clarification
in team building, for coaching key managers, for
problem identification within a work team and for
training managers and supervisors about the concept
of role efficacy. Role efficacy has ten dimensions
and the more these are present in a role the higher
the efficacy of the role is likely to be. The dimensions
are: centrality, integration, proactivity, creativity, linkage,
helping, superordination, growth, influence and
confrontation.

ResultResultResultResultResult
Table 1 gives mean rank values of the total

group for each dimension of organisational climate
for the six motivations. The lower the score, the
more dominant is the motivational climate prevailing
in the organisation. The results show that:

1 .1 .1 .1 .1 . Control is the dominant motivation, which
characterises the overall motivational climate.

2 .2 .2 .2 .2 .Dependency, ranked second, also indicates strong
dominance.

S.No.S.No.S.No.S.No.S.No.     Category            Achievement       Affiliation      Dependency      Extension       Control       Expert    Category            Achievement       Affiliation      Dependency      Extension       Control       Expert    Category            Achievement       Affiliation      Dependency      Extension       Control       Expert    Category            Achievement       Affiliation      Dependency      Extension       Control       Expert    Category            Achievement       Affiliation      Dependency      Extension       Control       Expert
powerpowerpowerpowerpower

1 Orientation 3.46 5.48 1.84 4.61 1.79 3.94
2 Interpersonal relationship 3.17 5.30 2.33 4.92 1.33 3.89
3 Supervision 3.92 5.48 2.33 4.46 1.43 3.30
4 Communication 3.28 5.94 2.20 4.69 1.61 3.17
5 Decision-making 3.25 5.28 1.89 5.10 1.87 3.30
6 Trust 3.61 5.58 1.92 4.38 1.48 3.23
7 Managing problems 3.28 5.35 2.20 5.17 2.15 3.23
8 Managing mistakes 3.43 5.41 2.28 4.74 2.23 3.02
9 Managing conflict 4.10 5.38 2.17 4.43 1.35 3.17
10 Managing reward 3.71 5.12 2.10 4.92 1.76 3.28
11 Risk-taking 3.58 5.35 2.12 4.76 1.66 3.53

TotalTotalTotalTotalTotal 38.7938.7938.7938.7938.79 59.6759.6759.6759.6759.67 23.2923.2923.2923.2923.29 52.1552.1552.1552.1552.15 18.6618.6618.6618.6618.66 37.1037.1037.1037.1037.10
AverageAverageAverageAverageAverage 3.523.523.523.523.52 5.425.425.425.425.42 2.112.112.112.112.11 4.744.744.744.744.74 1.691.691.691.691.69 3.373.373.373.373.37
Final ranksFinal ranksFinal ranksFinal ranksFinal ranks 44444 66666 22222 55555 11111 33333

3 .3 .3 .3 .3 .The difference between control (first rank) and
dependency (second rank) is not significant.

4 .4 .4 .4 .4 .The difference between control and each of the
motivations of expert power (third rank),
achievement (fourth rank), extension (fifth rank)
and affiliation (sixth rank) is significant.

The analysis further indicates that the dimensions
of ‘interpersonal relationship’ and ‘managing problems’
show strong dominance over the control motivation.
In the case of dependency, the dominant dimensions
are ‘managing problems’ and ‘managing mistakes’.

In addition to the diagnosis of overall motivational
climate of the organisation the available data was
studied with a view to assess the type of climate
prevailing at each age group of management. Tables
2, 3 and 4 show control to be the dominant
motivation in the motivational climate at the middle
and junior age-group levels followed by dependency,
ranked second. At the senior age-group level,
however, achievement appears as the dominant
motivation followed by extension and expert power,
ranked second and third, respectively.

Table 5 shows the correlation among the various
dimensions of motivational climate and role efficacy;
a higher score between two variables means that if
one increases, the other also tends to increase or,
conversely, if one is low the other also tends to be
low. A negative correlation between the two would
indicate that if one variable is low, the other tends
to be high and vice-versa. Some of the values
arrived at are statistically significant at 95 per cent
level. The results are summarised below:

1 .1 .1 .1 .1 . Control had negative correlation with achievement
(-0.408), affiliation (-0.412), dependency (-
0.121), expert power (-0.368) and extension
(-0.433). Except for dependency, all the other
values are statistically significant.

Table 1. The overall motivational climate in M/s Callcen LtdTable 1. The overall motivational climate in M/s Callcen LtdTable 1. The overall motivational climate in M/s Callcen LtdTable 1. The overall motivational climate in M/s Callcen LtdTable 1. The overall motivational climate in M/s Callcen Ltd
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S. noS. noS. noS. noS. no Category               Achievement        Affiliation       Dependency       Extension     Control    Expert powerCategory               Achievement        Affiliation       Dependency       Extension     Control    Expert powerCategory               Achievement        Affiliation       Dependency       Extension     Control    Expert powerCategory               Achievement        Affiliation       Dependency       Extension     Control    Expert powerCategory               Achievement        Affiliation       Dependency       Extension     Control    Expert power
1 Orientation 3.72 5.54 1.45             5.09 1.54 4.002
2 Interpersonal relationship 3.18 5.54 1.81 5.36 1.18 4.003
3 Supervision 4.00 5.72 1.90 4.90 1.00 3.364
4 Communication 3.63 5.81 1.81 5.18 1.45 3.30
5 Decision-making 3.54 5.27 1.54 5.54 1.45 3.366
6 Trust 4.18 4.90 2.18 4.63 1.18 3.307
7 Managing problems 3.27 5.54 1.81 5.54 1.36 3.188
8 Managing mistakes 3.90 5.81 1.90 5.18 1.36 2.819
9 Managing conflict 4.00 5.36 1.90 5.27 1.00 3.3610
10 Managing reward 3.60 5.27 1.72 5.27 1.45 3.5411
11 Risk-taking 3.90 5.36 1.54 5.54 1.54 3.45

TotalTotalTotalTotalTotal 40.9540.9540.9540.9540.95 60.1260.1260.1260.1260.12 19.5619.5619.5619.5619.56 57.5057.5057.5057.5057.50 14.5114.5114.5114.5114.51 37.6637.6637.6637.6637.66
AverageAverageAverageAverageAverage 3.723.723.723.723.72 5.465.465.465.465.46 1.771.771.771.771.77 5.225.225.225.225.22 1.311.311.311.311.31 3.423.423.423.423.42
Final ranksFinal ranksFinal ranksFinal ranksFinal ranks 44444 66666 22222 55555 11111 33333

Table 2.  The motivational climate of the junior age group (21-30 years)Table 2.  The motivational climate of the junior age group (21-30 years)Table 2.  The motivational climate of the junior age group (21-30 years)Table 2.  The motivational climate of the junior age group (21-30 years)Table 2.  The motivational climate of the junior age group (21-30 years)

Table 3. The motivational climate of the middle age group (31–40 years)Table 3. The motivational climate of the middle age group (31–40 years)Table 3. The motivational climate of the middle age group (31–40 years)Table 3. The motivational climate of the middle age group (31–40 years)Table 3. The motivational climate of the middle age group (31–40 years)

  S.no  S.no  S.no  S.no  S.no CategoryCategoryCategoryCategoryCategory Ach ievementAch ievementAch ievementAch ievementAch ievement A f f i l i a t i onAf f i l i a t i onAf f i l i a t i onAf f i l i a t i onAf f i l i a t i on DependencyDependencyDependencyDependencyDependency Ex tens ionEx tens ionEx tens ionEx tens ionEx tens ion Cont ro lCon t ro lCon t ro lCon t ro lCon t ro l Expert powerExpert powerExpert powerExpert powerExpert power
   1 Orientation  3.66  5.45  1.41 4.91  1.58   4.04
   2 Interpersonal relationship  3.33  5.29  1.95 5.37  1.04   3.95
   3 Supervision  4.29  5.41  1.87 4.75  1.16   3.25
   4 Communication  3.5  6.00  2.00 4.91  1.33   3.16
   5 Decision-making  3.5  5.29  1.41 5.41  1.75   3.16
   6 Trust  3.79  5.87  2.08 4.66  1.33   3.29
   7 Managing problems  3.66  5.25  1.87 5.54  1.41   3.25
   8 Managing mistakes  3.54  5.79  1.87 5.08  1.54   3.08
   9 Managing conflict  4.62  5.37  1.75 4.5  1.2   3.04
   10 Managing reward  4.12  5.08  1.62 5.33  1.54   3.20
   11 Risk-taking  3.7  5.33  1.87 5.04  1.41   3.62

Tota lTo ta lTo ta lTo ta lTo ta l 41.7141.7141.7141.7141.71 60.1360.1360.1360.1360.13 19.519.519.519.519.5 55.555.555.555.555.5 15.2915.2915.2915.2915.29  36.84 36.84 36.84 36.84 36.84
Ave rageAve rageAve rageAve rageAve rage  3.79 3.79 3.79 3.79 3.79  5.46 5.46 5.46 5.46 5.46  1.77 1.77 1.77 1.77 1.77 5.045.045.045.045.04  1.39 1.39 1.39 1.39 1.39   3.34  3.34  3.34  3.34  3.34
Final ranksFinal ranksFinal ranksFinal ranksFinal ranks  4 4 4 4 4  6 6 6 6 6  2 2 2 2 2 55555  1 1 1 1 1   3  3  3  3  3

Table 4. The motivational climate of the senior age group (41–50 years)Table 4. The motivational climate of the senior age group (41–50 years)Table 4. The motivational climate of the senior age group (41–50 years)Table 4. The motivational climate of the senior age group (41–50 years)Table 4. The motivational climate of the senior age group (41–50 years)

 S. no S. no S. no S. no S. no CategoryCategoryCategoryCategoryCategory  Achievement Achievement Achievement Achievement Achievement  Affiliation Affiliation Affiliation Affiliation Affiliation DependencyDependencyDependencyDependencyDependency ExtensionExtensionExtensionExtensionExtension ControlControlControlControlControl Expert powerExpert powerExpert powerExpert powerExpert power
   1 Orientation    1.5   5.5   5.5  1.5 3.75   3.25
   2 Interpersonal relationship    2.25   5.0   6.0  1.0 3.5   3.25
   3 Supervision    1.25   5.25   5.25  1.5 4.0   3.5
   4 Communication    1.0   6.0   4.5  2.0 3.75   3.75
   5 Decision-making    1.0   5.25   5.75  2.0 3.75   4.0
   6 Trust    1.0   5.75   5.25  2.0 3.25   3.5
   7 Managing problems    1.0   5.75   5.25  2.25 3.75   3.25
   8 Managing mistakes    1.5   5.25   5.75  1.5 3.75   3.25
   9 Managing conflict    1.25   5.4   5.4  1.75 3.0   3.5
   10 Managing reward    1.5   5.0   6.0  1.5 4.0   3.0
   11 Risk-taking    2.0   5.5   5.25  1.25 3.5   3.25

TotalTotalTotalTotalTotal   15.25  15.25  15.25  15.25  15.25  59.65 59.65 59.65 59.65 59.65  59.85 59.85 59.85 59.85 59.85 18.2518.2518.2518.2518.25 4040404040  37.50 37.50 37.50 37.50 37.50
AverageAverageAverageAverageAverage    1.38   1.38   1.38   1.38   1.38   5.42  5.42  5.42  5.42  5.42   5.44  5.44  5.44  5.44  5.44  1.65 1.65 1.65 1.65 1.65 3.633.633.633.633.63   3.40  3.40  3.40  3.40  3.40
Final ranksFinal ranksFinal ranksFinal ranksFinal ranks    1   1   1   1   1   5  5  5  5  5   6  6  6  6  6  2 2 2 2 2 44444   3  3  3  3  3
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2 .2 .2 .2 .2 .The following negative correlations were also
observed, though values were not statistically
significant:

i.i.i.i.i. Achievement with affiliation (-0.101) and
dependency (-0.249).

i i .i i .i i .i i .i i . Affiliation with dependency (-0.182) and expert
power (-0.194).

iii.iii.iii.iii.iii.Dependency with extension (-0.239) and expert
power (-0.115).

3.3.3.3.3. Achievement had positive correlation with expert
power (0.249) and affiliation is positively correlated
with extension (0.24), though neither values
were statistically significant.

4 .4 .4 .4 .4 .There was low correlation (almost zero) between
expert power and extension (0.08); Extension
had also low correlation with achievement (0.61).

5 .5 .5 .5 .5 .Role efficacy had negative correlation with control
(-0.389), dependency (-0.368) and
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     Table 5. The correlation of motivational climate and role efficacy dimensions     Table 5. The correlation of motivational climate and role efficacy dimensions     Table 5. The correlation of motivational climate and role efficacy dimensions     Table 5. The correlation of motivational climate and role efficacy dimensions     Table 5. The correlation of motivational climate and role efficacy dimensions
S. noS. noS. noS. noS. no AchievementAchievementAchievementAchievementAchievement  Affiliation Affiliation Affiliation Affiliation Affiliation  Dependency Dependency Dependency Dependency Dependency   Extension  Extension  Extension  Extension  Extension   Control      Expert power  Control      Expert power  Control      Expert power  Control      Expert power  Control      Expert power Role efficacyRole efficacyRole efficacyRole efficacyRole efficacy
1 Achievement - 0.101 - 0.249   + 0.61  - 408* + 0.249   - 0.145
2 Affiliation - 0.182   - 0.24  - 0.412* - 0.194   + 0.085
3 Dependency   - 0.239  - 0.121 - 0.115   - 0.368*
4 Extension  - 0.433* + 0.08   + 0.116
5 Control - 0.368*   - 0.389*
6 Expert power   + 0.136*
7 Role efficacy

* Values are statistically significant at 95 % level of confidence.

  Senior age group  Senior age group  Senior age group  Senior age group  Senior age group Middle age groupMiddle age groupMiddle age groupMiddle age groupMiddle age group Junior age groupJunior age groupJunior age groupJunior age groupJunior age group  Total group Total group Total group Total group Total group
  (41 – 50 years)  (41 – 50 years)  (41 – 50 years)  (41 – 50 years)  (41 – 50 years) (31 – 40 years)(31 – 40 years)(31 – 40 years)(31 – 40 years)(31 – 40 years) (21 – 30 years)(21 – 30 years)(21 – 30 years)(21 – 30 years)(21 – 30 years)

S.N.S.N.S.N.S.N.S.N.   Dimensions  Dimensions  Dimensions  Dimensions  Dimensions    2 no. 1 no. -1 no. Total  2 no.  1 no. -1 no. Total 2  no. 1 no. -1 no.  Total  2 no.  1 no. -1 no. Total   2 no. 1 no. -1 no. Total  2 no.  1 no. -1 no. Total 2  no. 1 no. -1 no.  Total  2 no.  1 no. -1 no. Total   2 no. 1 no. -1 no. Total  2 no.  1 no. -1 no. Total 2  no. 1 no. -1 no.  Total  2 no.  1 no. -1 no. Total   2 no. 1 no. -1 no. Total  2 no.  1 no. -1 no. Total 2  no. 1 no. -1 no.  Total  2 no.  1 no. -1 no. Total   2 no. 1 no. -1 no. Total  2 no.  1 no. -1 no. Total 2  no. 1 no. -1 no.  Total  2 no.  1 no. -1 no. Total
no.no.no.no.no. no.no.no.no.no.      no.     no.     no.     no.     no.      no.     no.     no.     no.     no.

 1 Centrality 3 1 - 4 3 3 5 11 4 13 7 24 10 17 12 39
 2 Integration 2 2 - 4 4 2 5 11 6 14 4 24 12 18 9 39
 3 Proactivity 2 1 1 4 8 2 1 11 19 2 3 24 29 5 5 39
 4 Creativity 3 1 - 4 5 6 - 11 7 14 3 24 20 3 11 39
 5 Inter-role linkage 2 1 1 4 5 2 4 11 1 18 7 24 8 21 10 39
 6 Helping relationship 2 2 - 4 5 2 4 11 8 11 5 24 20 11 8 39
 7 Superordination 2 2 - 4 8 2 1 11 10 7 7 24 20 11 8 39
 8 Influence 3 1 - 4 3 3 5 11 4 14 6 24 10 18 11 39
 9 Personal growth 2 2 - 4 6 2 3 11 12 7 5 24 20 11 8 39
 10 Confrontation 2 2 - 4 9 1 1 11 14 5 5 24 25 8 6 39

Table  6. Frequency of persons with 2, 1 and -1 scores on role efficacy at three levels ofTable  6. Frequency of persons with 2, 1 and -1 scores on role efficacy at three levels ofTable  6. Frequency of persons with 2, 1 and -1 scores on role efficacy at three levels ofTable  6. Frequency of persons with 2, 1 and -1 scores on role efficacy at three levels ofTable  6. Frequency of persons with 2, 1 and -1 scores on role efficacy at three levels of
managementmanagementmanagementmanagementmanagement

Role efficacy indexRole efficacy indexRole efficacy indexRole efficacy indexRole efficacy index Senior age groupSenior age groupSenior age groupSenior age groupSenior age group Middle age groupJuniorMiddle age groupJuniorMiddle age groupJuniorMiddle age groupJuniorMiddle age groupJunior    age group   age group   age group   age group   age group                                        Total groupTotal groupTotal groupTotal groupTotal group
(41 – 50 years)(41 – 50 years)(41 – 50 years)(41 – 50 years)(41 – 50 years) (31 – 40 years)(31 – 40 years)(31 – 40 years)(31 – 40 years)(31 – 40 years) (21 – 30 years)(21 – 30 years)(21 – 30 years)(21 – 30 years)(21 – 30 years)

    Up to 50 - 1  2 3
    51 – 60 1 3  9 13
    61 – 70 1 4  9 14
    71 – 80 - 2  4 6
    81 – 90 2 1  - 3
      Total      Total      Total      Total      Total 44444 1 11 11 11 11 1  24 24 24 24 24 3939393939
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Table 7. Frequency distribution of role efficacy indexTable 7. Frequency distribution of role efficacy indexTable 7. Frequency distribution of role efficacy indexTable 7. Frequency distribution of role efficacy indexTable 7. Frequency distribution of role efficacy index

achievement (-0.145). Of the above, the first
two correlation values, i.e., control and dependency,
are statistically significant.

6.6.6.6.6. Role efficacy was positively correlated with affiliation
(0.085), extension (0.116) and expert power
(0.136), though neither of these values are
statistically significant.

Table 6 shows the frequency of persons with 2,
1, -1 scores on role efficacy for each dimension
in the senior, middle and junior age groups. The
dimensions of ‘proactivity’, ranked first, is dominant.
This means that about 75 per cent CCAs in the
organisation like to initiate some activity. A high
proactivity leads to an increase in the role efficacy.
Confrontation or the ability to solve problems and
not shift them to others to tackle carries the next
highest rank. Creativity, superordination, helping
relationship and growth come next in rank. The
dimensions of centrality, integration, influence and
inter-role linkage rank low and need to be
strengthened in order to increase overall role
efficacy of CCAs in the organisation, especially in
the junior and middle age groups.

Table 7 shows the frequency distribution of
role efficacy index in the senior, middle and junior
age groups. It may be seen that about 70 per cent
of the CCAs in the organisation have a role efficacy
index ranging between 61 per cent to 70 per cent.
At individual age group levels the figures are 50 per
cent, 64 per cent and 68 per cent in the senior,
middle and junior age groups, respectively. As depicted
in Table 6, the dimensions of centrality, influence
and inter-role linkage need to be strengthened to
increase the role efficacy of CCAs in the organisation.
The higher the score for each dimension, the higher
will be the role efficacy in each age-group and the
organisation as a whole.

ConclusionConclusionConclusionConclusionConclusion
The results obtained on analysis of data were

thereafter discussed with some key organisational
members in the senior, middle and junior age
groups. Their responses were analysed and the
broad conclusions identifying the problems as faced
by the organisation are as follows:
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1 .1 .1 .1 .1 . There is excessive control being exercised in
most age groups. Rules and regulations are
strictly enforced and work monitoring is close.

2 .2 .2 .2 .2 .‘Dependency’ has gradually set in because of
excess control so much so that most matters,
however trivial, get referred to senior management
for decision-making or advice.

3 .3 .3 .3 .3 .There is a need to focus on improving such
dimensions of motivational climate as managing
problems, managing mistakes and inter-personal
relationships in the above context. An improvement
in the overall motivational climate by reducing
control and encouraging democratic and participative
functioning is necessary.

4 .4 .4 .4 .4 .Improvement in the motivational climate will contribute
to enhancement of role efficacy, which can be
further increased by strengthening the associated
motivations of achievement, affiliation, extension
and expert power.

5 .5 .5 .5 .5 .Increased role efficacy is also to be achieved
through increasing dimensions of self-role integration,
centrality, influence and inter-role linkage.

SuggestionsSuggestionsSuggestionsSuggestionsSuggestions
In order to enhance the motivational climate

and reduce turnover, the following factors that impact
turnover were discussed with senior management.
There is a critical need to consider the implementation
of some of the measures, suggested below, in the
organisation.

Recruitment, screening and orientationRecruitment, screening and orientationRecruitment, screening and orientationRecruitment, screening and orientationRecruitment, screening and orientation
programmesprogrammesprogrammesprogrammesprogrammes

Recruiting techniques that simply bring in ‘warm
bodies’ can raise turnover, while targeted recruiting
will result in higher retention levels. Screening processes
should identify people that are a good match for the
job requirements and fully inform applicants about
the reality of CCA job tasks. Finally, company
orientation that provide CCAs with a positive introduction
to the company and an understanding of company
values establish a good relationship with employees.

Training and support of new graduatesTraining and support of new graduatesTraining and support of new graduatesTraining and support of new graduatesTraining and support of new graduates

Poor training programmes can raise turnover
when agents do not have the tools to do their job
well and have the perception that the company
places little value on CCA tasks.

Quality of direct supervisionQuality of direct supervisionQuality of direct supervisionQuality of direct supervisionQuality of direct supervision

Good supervision ensures that CCAs have the
information to improve their skills, as well as support
with challenging job tasks. The degree to which
CCAs are treated fairly within the customer service
centre ties in with job satisfaction. If management is
biased, uncommunicative or hostile to CCAs, the
turnover will increase.

Competitive pay scaleCompetitive pay scaleCompetitive pay scaleCompetitive pay scaleCompetitive pay scale

Wages should be competitive with other job
opportunities in the area or CCAs will be lost to
better-paying jobs.

Other employment opportunities in theOther employment opportunities in theOther employment opportunities in theOther employment opportunities in theOther employment opportunities in the
areaareaareaareaarea

Other job opportunities with better advancement
opportunities, challenges and skill development can
be introduced.

Level of job satisfaction and rewardsLevel of job satisfaction and rewardsLevel of job satisfaction and rewardsLevel of job satisfaction and rewardsLevel of job satisfaction and rewards

CCAs regularly deal with a stressful job. Burnout
levels are high and can be aggravated if there are
few instances of job recognition and reward for
excellent performance. Agents can also be disatisfied
with their job when they do not have the tools and
work processes to do a good job for their customers.

Attractive advancement opportunities withinAttractive advancement opportunities withinAttractive advancement opportunities withinAttractive advancement opportunities withinAttractive advancement opportunities within
the companythe companythe companythe companythe company

Providing CCAs with career-pathing can often
motivate them to stay with a company.

Unplanned changeUnplanned changeUnplanned changeUnplanned changeUnplanned change

Poorly-managed change can lead to attrition. If
new systems, products, services or marketing are
done with no advance notice or if CCAs are left
uninformed about changes, turnover will increase.
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Role of Management Information System
in Indian Universities

AAAAAbstract:bstract:bstract:bstract:bstract: It is a well-known fact that every organisation, be it an
industry or a university needs an effective information system [IS]. An IS helps
the management, i.e., planners and decision-makers to take timely decisions to
achieve the desired goals. Therefore the role of a Management Information
System (MIS) becomes very important in a university in the present scenario.
The present paper throws light on the role of management in Indian
universities, its dimensions, functions, levels and its information requirements.
The nuances of decision-making in university administration are also highlighted
and discussed. The study also assesses the importance of IS in the decision-
making process of the management. The concept of MIS and its components
are discussed and its effectiveness in university management is reviewed at
both the international and national levels. Based on this review a computerised
MIS is proposed for the Indian universities and all its ramifications are also
discussed. Sangeeta Gupta*

H. Bansal**
A. K. Saini***

IntroductionIntroductionIntroductionIntroductionIntroduction

NIVERSITYNIVERSITYNIVERSITYNIVERSITYNIVERSITY is a body of academic people
engaged in the pursuit of academic matters.
Like any other large-scale organization, a

university or an educational system consists of many
interlocking and interdependent units or components;
such as teaching departments, various branches,
distance learning department, etc.

There are three levels of management, such
as top, middle and lower level. Top level management
deals mainly with policy matters while lower level
management implements these policies. Middle level
management has to see how the policies laid by the
top management are implemented and get the work
done by the lower management.

Management Information System (MIS) which
is analogous to the term Information System (IS)
plays a crucial role in the management of any
contemporary enterprise such as a small or medium
or large organisation, a profit-making or social service
organisation, a public or private sector undertaking,
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of Science & Technology, Hisar-125 001.

** Prof. H. Bansal, Dean & Chairman, Department of Business Management, Guru Jambheshwar University of
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a manufacturing or service sector organisation, a
local or global corporation or an upcoming or
established business house. The fast changing scene
of globalisation, liberalisation, and competitive
environment combined with a never before emphasis
on quality, timeliness, innovation, client orientation
and efficiency puts a premium on accurate super fast
and timely dissemination of information across the
whole world. The unprecedented developments in
the field of computers and communication technology
have indeed made such demands, realisable goals.
Thus, a large portion of the world population has its
stake in computer based MIS.

This paper contributes conceptual framework for
the research study. It throws light on the concept of
MIS as well as its components namely management,
information and system. Further, the role of
management, its dimensions, functions, levels, their
information requirements etc. are also explained. It
evaluates the value and role of information and
assesses the importance of information technology in
the decision-making process.
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BackgroundBackgroundBackgroundBackgroundBackground
Different schools of management have different

opinions regarding the concept of management. Every
school of thought tries to consider only one aspect
or the other to explain the concept of management
(Stoner, 1998). According to scientific management,
management means determining scientifically the best
methods for performing any task and for selecting,
training and motivating workers. The classical school
grew out of the need to manage large and complex
organisations and explain management as attempting
to identify the principles and skills that are required
for effective management. The behavioral school, in
which a group of management scholars are trained
in sociology, psychology and related behavioural
disciplines, uses their diverse knowledge to propose
more effective ways to manage people in organisations.
According to the management science school, the
management scientist uses the mathematical techniques
for modelling, analysing and solving management
problems. According to the system approach, the
organisation is looked upon by the manager as a
unified whole, directed system of interrelated and
interdependent parts and as a part of a larger,
external environment. The contingency approach focuses
on the interdependence of the many factors involved
in the management situations.

The most accepted definition of management
i.e. management is a distinct on-going process of
allocating inputs of an organization by typical functions
for the purpose of achieving stated objectives (or
outputs). Every organization receives inputs, transfers
these inputs through the managerial functions/
processes in an effective and efficient manner to
produce desired outputs (Dharminder and Gupta,
2006).

Man a g emen t  l e v e l s  a n d t h e i rMa n a g emen t  l e v e l s  a n d t h e i rMa n a g emen t  l e v e l s  a n d t h e i rMa n a g emen t  l e v e l s  a n d t h e i rMa n a g emen t  l e v e l s  a n d t h e i r
information requirementsinformation requirementsinformation requirementsinformation requirementsinformation requirements

To run a university effectively and efficiently,
the top management has to perform the different
activities of planning, organising, staffing, directing
and controlling. So he/she requires information. The
main emphasis of IS is to generate information
which is required by the university authorities.

There are mainly three levels of management
in every university, i.e., (i) top level, (ii) middle
level and (iii) lower level management (Rowley,
1994).

(i) Top or strategic management:(i) Top or strategic management:(i) Top or strategic management:(i) Top or strategic management:(i) Top or strategic management: It performs
the activities of planning and strategy formulation.
For example, in a university system, includes
evolving strategies to start new academic
programmes, offering vocational streams, offering
flexibility of duration through part-time or distance
learning programmes etc. The owner, which is
the Executive Council/University Court/Academic
Council; headed by the Chancellor/Vice-Chancellor,
performs these functions, and is assisted by other
functionalities of the university.

(ii) Middle or tactical management(ii) Middle or tactical management(ii) Middle or tactical management(ii) Middle or tactical management(ii) Middle or tactical management::::: It is
concerned with overseeing the performance of the
organisation. This includes monitoring the extent
to which the objectives are being met, and controlling
those activities that move the organisation towards
its goals. In a university system, the Heads of
Departments/Chairpersons, Deputy Registrars and
Assistant Registrars/Administrative Officers are
assigned the responsibility of looking after various
operational management personnel in each specific
area.

(iii) Lower or operational management(iii) Lower or operational management(iii) Lower or operational management(iii) Lower or operational management(iii) Lower or operational management::::: It is
concerned with the day-to-day operation of the
activities of the organisation. The primary concerns
are schedules, deadlines, human relations, cost
and quality control etc. For example, the Section
Officer/Superintendent/Clerk will ensure that the
daily work such as bills, cheque preparation, date
sheet, declaration of result, preparation of detailed
mark sheet, etc. is cleared. The teaching staff of
the departments performs the duties of teaching,
ensuring discipline in the departments, preparation
of the time-table, evaluation and many other
duties assigned by the Head of the Department/
Chairperson/University from time to time.

The main job of the competent authority is to
take decisions based on the information gathered
from internal as well as external sources. The work
of the top management is to make plans and so
he/she needs detailed information relating to the
external environment. Thus, the information needs of
the top management is more from the external
environment and this information is increasingly
summarised as it moves down to the middle and
lower levels. While the information needs of the
lower level is satisfied from internal information and
it is generated within the organisation and it gets
summarised as it moves up the successive levels of
management, i.e., the upper levels.

Information systemInformation systemInformation systemInformation systemInformation system
In the era of IT, the managements of universities

spend a large part of their valuable resources, such
as time, money and energy to generate, process,
use and distribute information. Information, as message,
has already been recognised as the sixth resource
of an organisation in addition to men, machines,
materials, methods and money. Apart from the
commercial organisations, even the service organisations,
such as hospitals, banks, insurance companies etc.,
use information in their own way to serve their
clients, and a university is no exception. Generally,
in service organisations information plays the major
role as compared to the other resources of the
organisation (Forkner, 1973).

Information is the result or product of processed
data. Information can be defined as data that has
been converted into meaningful and useful form for
a specific context for a specific user (O’ Brien,
1999). The process that converts data into information
is known as IS. An IS is a network of steps that
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The primary reasons that demand the introduction
of computers so as to strengthen the IS are (Goyal,
1993):):):):):

1 .1 .1 .1 .1 . To increase organisational efficiency through reduction
in the overall costs/expenses.

2 .2 .2 .2 .2 .To provide useful, accurate, complete and timely
information to meet the requirements of the various
departments requiring such data.

3 .3 .3 .3 .3 .To improve managerial effectiveness in planning,
allocating and controlling the scarce and expensive
resources of the organisation.

4 .4 .4 .4 .4 .To improve and ensure high quality of service at
a reasonable cost.

5 .5 .5 .5 .5 .To improve the MIS.

6 .6 .6 .6 .6 .To reduce the clerical workload.

Therefore, in our view, a good university must
have an efficient real time communication network,
which ensures that the pertinent data needed for the
performance of various activities can be retrieved
upon demand, resulting in several benefits for the
organisation and its users alike.

Management information systemManagement information systemManagement information systemManagement information systemManagement information system
Management information system is better known

by its acronym MIS. It provides the managers with
information about the activities for which they need
to make sound decisions. A few definitions of MIS
given by various management researchers are: (i)
‘MIS may be defined as a set of well-knit scientifically
designed procedures whereby raw “data” get converted
into decision-based and control oriented “information”
and continuously and regularly flow from one end to
another’ (Chatterjee, 1974), (ii) ‘Management
information system is a method of providing the right
information, to the right person, in the right form at
the right time’ (Jain, 1978), (iii) ‘MIS may be
defined as an organsed scientific method that will
provide timely, relevant and accurate information, in
a meaningful form, of past, present and future,
relating to internal operation of an organisation and
external intelligence which enables management, at
all levels to make decisions aimed at optimising
(achieving) goals of the organisation’ (Mahalanabis,
1974) and (iv) ‘MIS is a system that includes all
components, human as well as non-human and
aids the process of management in an organisation’
(Kapur, 1982).

Management information system inManagement information system inManagement information system inManagement information system inManagement information system in
universitiesuniversitiesuniversitiesuniversitiesuniversities

In this section, the development and present
status of MIS in various international universities has
been reviewed.

In Sweden, the University of Uppsala has
produced the first systems for salaries and student
registration, which were adopted by most universities.
A National Centre of Super Computers was created

and the universities were connected to it in a
network. At present most universities have a local
system, which allows the management to decide
which data to produce for their needs (Furstenbach,
1991).

The experience of Ceara University showed
that the development of a multi-institutional system
is advisable since it considerably reduces the costs
and time of every institution in the group (Hirsh,
1991).

In Brazil, a MIS was first developed in the
University of Sao Paulo in the late 1980s. The IS
has various subsystems, such as flow of
documentation, finance, staff, academic affairs, libraries,
university press and bookshops, academic productivity,
electronic mail etc. The university had to arrange a
five/six days training for institutional managers, faculty
heads and managers of central administration on the
whole system and its use as a managerial tool. The
system now produces online managerial reports to
support evaluations using performance indicators,
planning and decision-making. The impact of this
experience motivated several other Brazilian institutions
to adopt the same management information system
(Marin, 1991).

A study of the MIS in Shantou University,
China, where the system was set up in 1990,
showed the stages of development of MIS where the
basis changed from mono-computer environment to
network environment; the operational pattern changed
from mono-user to multi-user and the relation between
each sub-system changed from the state of being
independent to the state of being interdependent
(Sanyal, 1995).

In the Netherlands, the University of Twente
has a decentralised system of finance in which 73
information processes are operated, which collect
165 types of information in 10 clusters (education,
research, social services, management control, finance,
staff, material, project services, general services and
campus), each of which is covered by an information
plan, i.e., who needs what information and for what
purposes(Schutte, 1991).

An information system necessarily must deal
with quantified data. Because of this, many
administrators, particularly those dealing with academic
programme have become concerned that the information
system will eliminate the quality factor from
consideration. Several potential solutions exist. The
information system designer should be aware of this
danger and attempt to avoid it. Management, too,
must learn to utilise information system outputs
interpretively (Roger, 1973).

Besides universities, many other institutions have
also begun to provide training. Many private providers
have come up to develop programmes in education,
and in software development, India has made a
headway. A task force was set-up by the Ministry of
Human Resource Development (MHRD), Government
of India, on this aspect. The task force made many
recommendations for the development of integrated
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IS through networking at the university level (Sharma,
2002).

Radical reforms, legal and managerial, in the
system of governance of universities as well as
academics and examinations are urgently required.
The application of IT in managerial activities in all
academic institutions of higher education should be
made mandatory (Dharm Vir, 2005).

MIS works at three levels of university
administration, namely, operation level, tactical level
and strategic level.

The operational level of MIS consists of all
those sources of information which are under direct
control of the university and with whom the university
has to deal in its routine course of business. At the
tactical level of MIS, information regarding decision-
making is required. These decisions are specifically
based on the information collected from operational
level sources. At tactical level information has its
impact on the credibility of university decisions and
on the short-term success of university functioning,
the information has to be screened very carefully.
Strategic information is usually supplied to all external
and controlling institutions. This information has to
be based on the operational and strategic levels and
is supplied by higher authorities of university
administration. As a result of recent developments in
the field of computer, electronic data processing
system and information technology, it has become
possible to develop a highly effective information
system for management planning and control in the
universities (Kaptan, 1990).

The management of universities can be well
organised, if we are able to convert the working and
decision-making process into the MIS model. The
MIS could effectively be used to simplify the decision-
making process. An effective university management
information system needs a database suited to its
specific goals and requirements. The important
components of the university administration are
academic, examination, establishment and finance,
in addition to others (Ahmad S., 2002).

ConclusionConclusionConclusionConclusionConclusion
The university comprises various sub-systems

for the smooth running of the total system. All the
sub-systems need to be properly interlinked and
coordinated for effective functioning of the university
administration. The application of computers has
increased phenomenally in universities all over the
world for many reasons, including labour saving,
improved revenue collection, high satisfaction of
students and staff and better planning. The Indian
universities also must ensure that the new computer
technologies and procedures are employed effectively
for administration and management. The management
of Indian universities can be well-organised if it is
able to convert its working and decision-making
process into an MIS. If the MIS of a university is
equipped with modern equipments, particularly
computers, it may bring fruitful results, i.e., information

would be optimally utilised. Therefore, to achieve
the objective of an efficient university management,
a computerised MIS is the only solution in front of
the university administration in the twenty-first century.
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Abstract:Abstract:Abstract:Abstract:Abstract: The unprecedented rains in July of 2005 left Mumbai, and
much of Maharashtra, in troubled waters. Despite the meteorological department’s
warnings of ‘heavy to very heavy rains’ and educational institutions being closed,
office goers went out in strength. To restore normalcy the dabbawalas (tiffin box
suppliers) of Mumbai were in action and did a better job than any other official.
They carried messages of the clients to their homes along with their tiffin boxes.
The Mumbai Tiffin Box Suppliers Association is a well-organised profit-making
business enterprise. It has been studied in the London School of Economics as
an ‘amazing and excellent business model’. This paper discusses the strengths,
weaknesses, opportunities and threats of the dabbawalas to analyse their
efficiency during the worst conditions, such as the monsoons.
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SSSSS

Salaam Mumbai and Salaam Mumbai Dabbawalas

ADDLEDADDLEDADDLEDADDLEDADDLED with a growing population in the
late nineteenth century, new settlements, further
from the original in the Old Fort complex,

started cropping up in Mumbai. Ballard Pier and Fort
still remained the business centres and they housed
most of the banks, government departments, insurance
houses, shipping companies, etc. The history of tiffin
box carriers runs parallel to the history of Mumbai’s
development. The origin of the dabbawalas can be
traced to the year 1890. Though most of the
dabbawalas are illiterate they are the ultimate practitioners
of logistics management. They follow the perfect
Time-Management Theory and Supply Chain
Management principles. They seem to have been
following these strategies long before these terms
were even identified.

In 1890, a Parsi broker working in Ballard Pier
employed a young man, who had come down from
Pune district, to fetch his lunch every afternoon. His
business picked up through referrals and soon the
pioneer tiffin-carrying entrepreneur had to call for
more helping hands from his village. Though there
were no umbrella organisations for the carriers then,
the first informal attempt to unionise was made by
Mahadev Havji Bacche in 1930. A charitable trust
was registered in 1956 under the name of ‘Nutan
Mumbai Tiffin Box Suppliers Trust’. Even today every
carrier is expected to contribute Rs 15 per month
towards the trust.

The legendThe legendThe legendThe legendThe legend

The commercial arm of the organisation was
registered quite later in 1968 as ‘Mumbai Tiffin Box
Carriers Association’. With recruitment essentially being
carried out through word of mouth, the majority of
the carriers hail from neighbouring towns and villages
in western Maharashtra. They have a strong social
bond, common language and pride in whatever they
do. The system is similar to the postal system; the
tiffins are collected, sorted out, and sent to their
destinations based on a numerical and alphabetical
code. Every station has a numerical code and each
place has an alphabetical code. The tiffin carries the
code of the source and the destination. The codes
help to identify each tiffin owner. The strength of the
system depends on common protocols, disciplines
and a shared agenda.

Virtually all dabbawalas are migrants from rural
villages near the city of Pune, eighty miles southeast
of Mumbai, and obtain their jobs and learn the trade
through family ties. They wear the traditional white
cap and clothing of their region. In ‘Mumbai’s
Dabbawalla: Omnipresent Worker and Absent City-
Dweller’, an article in the March 29, 1997, issue of
Mumbai’s the Economic and Political Weekly, the
French researcher Alexandra Quien explains that the
carriers identify themselves as Marathas, a Hindu
group with a martial heritage, and their names
suggest roots in the Kunbi agricultural caste. Their
families, often poor, remain in the villages, and the
dabbawalas’ earnings help support them and finance
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the expansion of their farms. The tiffin carriers visit
their home villages frequently and usually retire there.

According to a dabbawala, ‘Our confidence is
made tough by sheer practice. Travelling the toughest
roads of Mumbai on our bicycles no matter what
hurdles may lie ahead, the destination is reached.
But the sum of Rs. 4000 received per month is not
enough to survive in the city like Mumbai. I send
Rs. 2500 to my family in my village. My family
consists of my wife, two sons, one daughter and my
old father who is sick.’ The life of a dabbawala is
at stake at every bend of the road along with the
future of the family, which is questionable.

The Management Gurus have recognised the
‘Mumbai Dabbawalas’ as the best example in the
field of Network Management and Supply Chain
Management. For years, Mumbai’s legendary lunch-
delivery system run by mostly illiterate ‘dabbawalas’
was an institution that did not go beyond the city’s
borders. Now the low-tech network, known for its
clockwork precision delivering dabbas (metal lunch
boxes), or tiffin (lunch), is giving tips to the high
corporate flyers on the basics of management and
planning.

The strategies followed by the Mumbai dabbawalas
are Supply Chain Management principles, which they
have not studied in any school for they were mostly
illiterate. The experience gained by them is totally by
practice of logistics.

IssuesIssuesIssuesIssuesIssues
The dabbawalas are very determined lot. There

is no hierarchy of boss and employee. This is
something very radical but very useful in business.
When you have to deliver, irrespective of bad weather
or late trains, having that kind of ownership in the
business evokes a high level of dedication from
people in the logistics network. Following are the
issues, which are carried out by dabbawalas.

1 .1 .1 .1 .1 . Mare, a dabbawala, for instance, handles 5000
tiffin carriers, which supply food to 2 lakh office
goers every day. But there is little reward for his
labour.

2 .2 .2 .2 .2 .The growing commuter traffic on suburban trains
and rising costs of living in Mumbai and the
torrential rains have made the going tougher each
year for ‘Nutan Mumbai Tiffin Box Suppliers Trust’.
But good, bad or indifferent, it is a business they
have built together and understand really well.

3 .3 .3 .3 .3 .Rains are evident but the Brehanmumbai Municipal
Corporation (BMC) should take more measures
in building a proper system to safeguard the city
from such calamities and stop flooding of water in
streets.

4 .4 .4 .4 .4 .The dabbawalas have to battle a crush of people
in sweltering stations, broken elevators which often
force them to climb dozens of flights, torrential
monsoon rains and speeding taxi rivers that threaten

to upset their tiffin carts. Still, the lunch boxes
reach offices between 11.45 am and 12.30 pm.

5 .5 .5 .5 .5 .Since the operational infrastructure is huge, the
problems can crop suddenly and unceremoniously
during monsoons.

6 .6 .6 .6 .6 .To avert any sudden crises, the appropriate alternative
replacement for both men and material must be in
place to cope with the exigencies of the situation,
for example, a sudden break down and crippling
of the railway system, the accident of a field staff,
natural calamities ravaging the city, (such as
earthquakes, torrential rain), and terrorist activities,
(such as the 1990’s bomb blast throwing normal
life out of gear).

7 .7 .7 .7 .7 .The additional financial obligations arising from the
emerging threats should also be taken into
consideration. For coping with sudden financial
liabilities accruing on account of natural calamities,
such as the Mumbai floods, the ‘Mumbai Tiffin
Box Carriers Association’ should outsource its
business, efforts and alternative transportation sources
for the delivery boys and the overall requirement
of the working capital. The management should
adequately provide for the inflationary trend in the
economy while formulating the policy decisions.

8 .8 .8 .8 .8 .In the July, 2005 rains, the dabbawalas waded
in water and ensured that their customers received
their meal. The Municipal Corporation of Greater
Mumbai (formerly Bombay Municipal Corporation)
or the BMC, which is the richest municipal
organization of India, could make more effort to
resolve the situation by strengthening the infrastructure
to a greater extent.

Marketing strategyMarketing strategyMarketing strategyMarketing strategyMarketing strategy
The medium through which business is picked

up is referrals, that is, word of mouth. Each day the
clientele increases and so does the number of the
delivery boys. The charge is Rs. 325 per client per
month, which is affordable by the working class. The
recruitment policy is such that even before a new
recruit leaves his hometown for Mumbai, his area of
operation and remuneration are decided. Typically a
carrier averages about Rs. 4000 (US$85) per
month and this is attracting a lot of educated youth
who are finding it tough to break into the white-
collar ranks of the city.

The journeyThe journeyThe journeyThe journeyThe journey
The journey of each lunch begins early in the

morning from the home as food cooked by a devoted
wife or mother while her husband or son is enduring
the crush in the train. She arranges the rice, dhal,
subzi, curd and parathas into cylindrical aluminum
trays, stacks them on top of one another and clips
them together with a neat little handle. This tiffin
box, unlike a slim paint tin, is the lynchpin of the
whole operation. When the runner calls to collect it
in the morning, he uses a special colour code on
the lid to tell him where the lunch has to go. At the
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end of his round, he carries all the boxes to the
nearest railway station and hands them over to other
dabbawalas for the trip into town. Between leaving
the wife and reaching its final destination, the tiffin
box will pass through at least half a dozen different
pairs of hands, carried on heads, shoulder-poles,
bicycle handlebars and in the brightly decorated
handcarts that plough with such insouciance through
the midday traffic. Tins are rarely, if ever, lost, and
always find their way home again (before the client
returns from work) to be washed up for the next
day’s lunch.

As every tiffin-box had to travel to and fro,
mapping every box to its carrier was crucial. For this
purpose, some carriers started tying string to their
boxes while others used colorful wires and threads.
But soon these methods were found inadequate as
the number of tiffin boxes grew exponentially. So in
the early 1970s, the senior founder members of the
association decided to implement a new system of
working where box codes and markings were uniform
for all carriers.

For example, if a client is a resident of Thane
and his office is located on the third floor of Mafatlal
Centre at Nariman Point, the code would be something
like 9 MX 3 on top, where 9 points to the carrier
who delivers in Nariman point, MX for Mafatlal
Centre and 3 for third floor. The number 10T below
it, where 10 is the code for Church Gate station
where the box is off-loaded, followed by alphabet T,
where T stands for Thane, the railway station of
origin.

So whenever the tiffin-box is collected from a
client’s residence and brought to Dadar railway station,
it is kept with the boxes headed for Church Gate
station. At Church Gate, the carrier whose code is
9, picks up all the boxes marked for him and
proceeds for Nariman Point. In Mafatlal Centre he
leaves this particular box outside the lift or outside
the client’s office on the third floor. During his
lunchtime, the client fetches his tiffin-box, completes
his lunch and puts the empty box in the same place
outside the lift for the carrier to collect it back. The
return journey takes the same route. There is hardly
any daily contact with the client. The carrier meets
the client only on the first day of the delivery to
verify the address and to show the spot where the
boxes will be kept.

Enduring factorsEnduring factorsEnduring factorsEnduring factorsEnduring factors
Following are the enduring factors which are

briefly discussed:

1 .1 .1 .1 .1 . Plentiful commuters;

2 .2 .2 .2 .2 .Presence of an efficient and widespread railway
networks;

3 .3 .3 .3 .3 .Large distances between places or residents and
work.

Every day about 2,00,000 meals are delivered
by this operational system at an average cost of Rs.
325 per month with an annual turnover of Rs.
50,000,000 and 4500 carriers who meet and
exchange lunch-boxes at public places like the railway
station without ever causing a jam or any confusion,
just like a well-oiled olympic relay team. Lunch-
boxes are sorted and exchanged in a jiffy, with
absolutely zero documentation involved. Yet rarely
has it happened that a lunch has missed its destination.

AppreciationAppreciationAppreciationAppreciationAppreciation
In 1998, the Forbes Global magazine conducted

a quality assurance study on the dabbawalas’ operations
and gave it a Six Sigma efficiency rating of
99.999999; the dabbawalas made one error in six
million transactions (Venkatesh, H. 2006). That
put them on the list of Six Sigma rated companies,
along with multinationals like Motorola and GE. Achieving
this rating was no mean feat, considering that the
dabbawalas did not use any technology or paperwork
and that most of them were illiterate or semi-literate.

AnalysisAnalysisAnalysisAnalysisAnalysis
The unprecedented rains of July 2005 left

Mumbai, and much of Maharashtra, in troubled waters.
There was no accountability in the city and on July
26, people were left to fend for themselves. Despite
the meteorological department’s warnings of ‘heavy
to very heavy rains’, office-goers were out in strength.
There was a little help, but not to the extent so as
to reduce the pain for people drastically. The flood
receded on its own and the suffering of people
reduced further by the action from Maharastra State
Government and the Government of India. The
dabbawalas were in action and they carried messages
of the clients to their homes along with their tiffin
boxes. The Mumbai dabbawalas made it possible
and, therefore, ‘Salaam Mumbai and Salaam
Dabbawalas’.

The Mumbai Tiffin Box Suppliers Association is
a well-organised profit-making business enterprise.
With the account given above it can be understood
that it has not only trained their dabbawalas in
Supply and Chain Management but has also taught
them the human values, which set the dabbawalas
as a perfect model to study. After the internal
analysis of the Mumbai Tiffin Box Suppliers Association
through Strengths, Weaknesses, Opportunities and
Threats (SWOT), this analysis has been implemented
to study the efficiency of the dabbawalas during the
worst conditions of the monsoons.

StrengthsStrengthsStrengthsStrengthsStrengths
The service is uninterrupted even on days of

extreme weather, such as Mumbai’s characteristic
monsoons. The customers know the local dabbawalas
at the receiving and the sending ends personally, so
there is no question of lack of trust. Also, they are
well accustomed to the local areas they cater to,
which allows them to access any destination with
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ease. Occasionally, people communicated between
home and work by putting messages on chits inside
the boxes. Of course, this was before the
telecommunications revolution.

WeaknessesWeaknessesWeaknessesWeaknessesWeaknesses
While Mumbai takes riots and political upheaval

in its stride, it has no answer when the weather
turns foul. Heavy rains in Mumbai disrupt rail and
road traffic even as gusting winds uproot more than
100 trees bringing normal life to a complete standstill
in India’s business capital. For the rail commuters,
especially for the dabbawalas, the day starts with a
long, tiring wait for trains and getting drenched in
the rain. The dabbawalas are totally dependent on
transportation and any disruption in it may stop their
routine activity. They have to find alternative means.

OpportunitiesOpportunitiesOpportunitiesOpportunitiesOpportunities
Even when trains are marooned on the tracks,

many dabbawalas jump to get across to the nearest
road to board a bus or taxi or even hitch a ride on
a cycle. Work ethics in a city like Mumbai is high
and most people try their best to get to work even
in the worst weather conditions.

Many national and international interests are
taking initiatives to study the Mumbai dabbawala
techniques and funds are donated to the association
for the welfare of the dabbawalas. The MTBSA
(Mutamumbai Tiffin Box Supplier Association) is
planning new schemes to help its members and
shareholders by implementing the short-term loan
scheme, medical facilities and insurance to the
dabbawalas. The daily routine of the dabbawalas
makes them accident-prone, their families are totally
dependent on them and, therefore, the MTBSA should
see to it that some sort of insurance and benefit is
provided to their families.

ThreatsThreatsThreatsThreatsThreats
At least 190 trains were delayed and 51 cancelled

during the Mumbai floods due to signal problems
and waterlogging in Bandra, Mahim, Parel and Mumbai
Central. Even long distance trains were delayed
though they began running on time by the afternoon.
The Central Railway, too, had its share of delays
and cancellations with trains running 30-45 minutes
late until 10.30 am. Mumbai has better drainage
system than most other cities in India. But it has a
huge population, and a worse traffic scenario. Traffic
jams stretch for miles along the roads. Subways and
side routes get closed off due to flooding, and the
pressure falls on the main routes. At least in the
western suburbs, the flooding of Andheri subway and
other parallel subways lead to a very high pressure
of traffic on SV Road and the Western Express
Highway, and cause endless traffic jams with the
railway services being disrupted.

Teaching notesTeaching notesTeaching notesTeaching notesTeaching notes
The analysis and the data suggested above in

the case study accept that it would not be an
exaggeration to say that life in India revolves around
the monsoons. From crops and drinking water to
weddings and festivals, the rains determine all. On
the lifeline of Mumbai, both the Central and Western
Railways were completely disrupted and came to a
grinding standstill. Thousands of commuters were
stranded on the way home or were in their offices
far away from home. But true to character, the city
responded to the crisis in amazing fashion, not
forgetting the challenges faced by the Mumbai
dabbawalas.

Does corporate India feel there is anything to
be learnt from the dabbawalas’ business? From the
way the business chambers have been applauding
the dabbawalas’ enterprise, certainly, yes. Crucial
learning includes how this ‘Nutan Mumbai Tiffin Box
Suppliers Trust’ stays in touch with its business on
the ground even in crises like the Mumbai rains,
how it has grown incrementally on sound financials,
and how the ownership and functional structures
work in a way that foster commitment. Members of
the ‘Nutan Mumbai Tiffin Box Suppliers Trust’, or the
dabbawalas, are a common sight in the city’s suburban
train routes. Everyday, they deliver 1,75,000 tiffins
full of home-cooked meals to the office goers. Add
the empty boxes they take back to the respective
homes and that adds up to a staggering 3,50,000
transactions a day. But that is not why the Forbes
magazine featured them. What amazed logistics experts
was how the semi-literate people get the job done
with practically no mix-ups at all? In fact, the
Forbes study gave the dabbawalas a Six Sigma
rating. In other words, only one in a million deliveries
by the dabbawalas are to the wrong party!

Questions for disscussionQuestions for disscussionQuestions for disscussionQuestions for disscussionQuestions for disscussion
1 .1 .1 .1 .1 . Although the Mumbai dabbawalas have become
so famous world wide, in what way is their fame
considered to be making their life easy?

2 .2 .2 .2 .2 .What are the crucial challenges faced by the
dabbawalas during monsoons?

3 .3 .3 .3 .3 .What are the initiatives suggested to be taken by
the Maharastra State Government and the
Government of India to prevent situations like the
Mumbai floods?
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