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Work-Life Balance among Government School Teachers in 
Haryana: A Study of Married Females

Abstract: Work-Life Balance (WLB) has gained attention in literature. 
However, there is a need to explore the subject vis-à-vis teachers, keeping 
in mind the increasing cases of Work-Life problems among female married 
school teachers especially in government schools. Thus, the purpose of this 
study is to map the dimensions of WLB circumvent upon demographics. 
In all 100 responses were generated. Reliability and validity was 
established. Overall, WLB took a back seat in the minds of school teachers 
while weighing the work load, life at school and general academic and 
administrative environment prevailing at government schools.

Keywords: Work-life balance, quality of life, female school married 
teachers, personal life, and life at school.

Sunita*
Ramchander**
Mukesh Dhunna***

1.1 Introduction

With the priorities and expectations of the modern 
world changing, the work complexities have 

also changed. Under the new circumstances, there 
is a scramble to maintain balance between what is 
expected of you and enjoying personal life. Working 
effectively in a meaningful career and enjoying quality 
personal life are often at cross roads bleeding into 
each other. People are marred by their demographic 
and social trends on one side and careers screw up 
on the other side of equation. Thus the concerns of 
narrow peripheral relationship between work-life and 
personal life have been on the agenda of researchers 
since ages. This “Work-life balance” (WLB) expression 
describes the balance to be maintained between what 
an individual does at work place and personal life. It is 
a satisfactory ‘fit’ between the roles in life and work by 
an individual. Clark (2000) defined “Work-life balance 
as satisfaction and smooth functioning at work and 
home without any role conflict”. 

Companies like Merck, Deloitte & Touche, and IBM 
were among the first to recognize the value of WLB. 
In the 1960s and the 1970s the issues of WLB became 

prominent when they realized the contribution of 
women was getting affected by the requirements of 
their jobs and maintain spouse, family and raising 
children. New working practices, policies, procedures 
were drawn by experts in order to help women at 
workplace. Provisions of providing women with 
maternity leave, employee assistance programmes 
(EAPs), flexitime schedules, work-from home policies, 
and child-care referral etc. are thus the brain child of 
such companies (see Singh, 2014).

Ample researches have conclusively been done on 
teachers’ Work-Life balance and it has been found that 
teaching is a stressful profession (Rosser, 2004). Another 
most important reason for studying schools teachers 
on the aspect of Work-Life balance is that, this is the 
profession which is overwhelmingly female dominated 
than any other profession (Acker 1996). Hakanen et 
al., (2006) pointed to teachers to be overburdened due 
to their academic work load and career issues. Clark 
(1989) concluded that it is the teaching profession that 
has multiple of dimensions such as pattern of work, 
authority, identification and career etc, and most 
important thing is that all these dimensions differ with 
different institutes and subjects that is why this field is 
most preferred for Work family conflict. 

*Dr. Sunita, Assistant Professor in Psychology, Government College for Women, Bawani Khera (Bhiwani)
**Mr. Ramchander, GSS School, Dhanana, Bhiwani, ramchanderchauhan1971@gmail.com
***Dr. Mukesh Dhunna, Professor in Management, M D University, Rohtak
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As female teachers get married, they are bestowed 
upon the additional responsibility of taking care of 
children as a mother and remain engaged in family 
affairs taking care of mother/father in law, husband 
and other members of the family and household chore 
besides pursuing teaching as the career path. Working 
mothers of today thus need to dedicate themselves 
towards family responsibilities as well as need to 
cope up with the competing demands of their job at 
school. Besides teaching, many administrative duties 
are assigned not only by the superiors, teachers in 
the government schools are also supposed to be a 
community mentor and hence are asked to participate 
in many public/community programmes and need 
to attend to multiple of duties assigned to by the 
district administrator and other State machinery. Such 
responsibilities add to the stress on teachers and yet 
they remain responsible for the superlative results in 
academics of their students. School teachers thus need 
to continually harmoniously mitigate, organize and 
ensure proper balance between the various problems 
and activities in their different roles simultaneously. 
This paper focuses on the tough life of married 
government school teachers in Haryana in their efforts 
to arrive at a balance between work and family life. 
Changing demographics of the workforce, work 
culture and working environment in schools have often 
been rooted as the primary force for the dynamics of 
family-work issues. Due to Indian economic conditions 
coupled with better economic rewards and increased 
social prestige, women have started shouldering the 
dual responsibility of managing the home and the 
workplace. Thus dual-career families have emerged 
and the Work-life balance has become an issue. All 
these has led to the stress among teachers leading to 
imbalanced work-life equation. Thus, there is a need 
to study work-life balance issues vis-à-vis government 
school teachers. 

1.2 Literature Review
Work-life balance encompasses an employee’s 
perception about multiple domains of personal 
time, family care, and work that are maintained and 
integrated with a minimum of role conflict (Clark, 
2000; Ungerson & Yeandle, 2005). “Dual career families 
have generated an increasingly diverse workforce and 
a greater need of employees to balance their work 
and non-work lives” (Bharat, 2003; Komarraju, 1997; 
Rajadhyaksha & Bhatnagar, 2000; Sekharan, 1992).
Off-late the palatial conditions of the economy has 
created greater access to jobs for women. “Coupled 
with factors such as a change in marital patterns 
and smaller families has lead to an increase in the 
number of working women and, hence, working 

mothers” (Grossman, 1981). Provision of extended 
educational facilities by the governments, both 
professional and otherwise, have led to greater 
intrusion of females in almost every sector. Women 
are now much mobile and career seekers. But the 
challenge lies in the fact that female teachers work 
under the same working environment as the men 
but for different role demands. “By fulfilling their 
economic needs, employment has no doubt made 
teachers independent with an identifiable social 
status, but it has also made them to juggle into two 
main domains of life-work and family. They have 
stepped into work place but the role responsibilities 
of women still remain the same, i.e., women may be 
a top executive, still the ‘nurturing’ or ‘care giving’ 
roles are considered much a part of feminine roles” 
(Malhotra & Sachdeva, 2005). 

Due to family issues interfering the work and the 
vice versa, the life at work as well as at home seems 
becoming complex for the female school teachers. The 
work of Pleck’s (1977) research which suggested the 
family-to-work spill-over to be stronger for women and 
the work-to-family spill-over stronger for men, lends 
support to contention that inter-field marriages may 
nullify the problems of work-life balance. Researches 
such as Nielsen Survey, (June 2011) even suggested 
that women in India are most stressed/pressured for 
time to the extent of 87%.

There is no dearth of studies wherein the effect of 
work-life conflict on the health of working women 
has been discussed. ASSOCHAM’s study covered 
corporate female employees and focused on the health 
issues of corporate female employees. Similarly, one 
of their significant finding of the study of Ahmad 
(2009) claims that “75 percent of the working females 
suffer depression or general anxiety disorder than 
those women with lowest level of psychological job 
demands due to high psychological job demands like 
long working hours, working under deadlines, without 
clear direction leads”. 

Kofodimos (1993) talking about the work imbalance 
stated that it “stir up high levels of stress, detracts from 
quality of life, and ultimately reduces individuals’ 
effectiveness at work”. While Work-life balance 
problems are really serious and has real consequences 
(Friedman and Greenhaus, 2000), a perfect state of 
balance cannot be achieved. One can only strive for 
it. Thus Work-Life Balance Programs (WLBPs) are 
usually resorted to help employees control over time 
and place of work (Thomas & Ganster, 1995) and 
reduce work-family conflict (Kossek & Ozeki, 1998) 
and stress (Thompson & Prottas, 2006). Kirchmeyer 
(2000) views living a balanced life as ‘’achieving 
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satisfying experiences in all life domains, and to do so 
requires personal resources such as energy, time, and 
commitment to be well distributed across domains’’. 

As regards the teaching profession, the studies of Borg 
& Riding (1991) and Farber (1991) need special mention 
here who proclaimed that “Teaching is stressful” 
and it has been found that “5% to 20% of all U.S. 
teachers/academicians are burned out or stressed”. 
Even Maslach, Jackson, & Leiter (1996) and Schaufeli 
& Enzmann (1998) reported that compared to other 
professions, “teachers show high levels of fatigue 
and pessimism”, which are considered as the core 
dimensions of burnout/Work-Life conflict. Kalimo 
and Hakanen (2000) also supported the contention in 
context of educators of Finland that burnout levels was 
high compared to workers in all other human services 
and white collar/executive jobs. 

Johnsrud and Rosser (2002) conducted a study on 
faculty members in their study; they proposed and 
tested a multilevel structural equation model (SEM). 
The results indicated that the Work-Life perceptions 
of faculty members directly impacted the morale, and 
intentions to leave at both the individual and group 
or institutional levels. There was modest or no direct 
consequence of Work-Life and demographic variables 
on faculty members’ intentions to leave. Thus, the 
eminence of teachers’ Work-Life affects their level of 
morale, and in turn, morale affects their intentions to 
leave their career or position. 

A key problem, on the other hand, is that teaching 
to the school children has become very challenging. 
Smyth (1991) concluded that widespread economic 
recession seems to have shaped conditions where 
schools come under escalating pressures to provide 
measurable results by tight controls over teachers’ 
work. The mechanism of measuring academic output 
of school teachers annually has added to the pressure 
the teachers face adding to the conflicts between 
competing teaching demands and personal and family 
needs. Research conducted by Rout, Lewis and Kagan 
(1999) supports that Indian women cannot escape 
the work chore both at home and at school and exert 
considerable pressure.

Authors of this study perceived that unlike the foreign 
studies e.g. Rosner et al. (2005); Robotham (2001); 
Jacob (2004); Hakanen et al. (2005) not many studies 
have focused on specific dimensions of Work-Life 
balance of government school teachers. Thus, this 
study was conferred over government school teachers 
in Haryana. This study is basically for assessing the 
prevalence of work-life among married government 
school teachers. The purpose is also to present and 
discuss specifically the problems of such teachers face 

in the process of balancing their work and family life. 

Based on above considerations, following objectives 
were conceived for the study were:
•	 To study the prevalence of work-life balance 

problem among the married government school 
teachers.

•	 To study the work-life balance problems of 
married government school teachers across their 
demographic characteristics such as age group, 
number of children and spouse’s profession.

•	 To study the effect of work-life balance on the 
quality of life of married school teachers.

•	 To study the extent to which various factors 
like teaching hours, administration and own 
management, compensation and job security, 
promotions, co-workers’ behavior, leadership, 
and physical conditions and support facilities 
affect the married school teachers’ work-life 
balance.

1.3 Research Methodology
The study was conducted among the married female 
school teachers of Haryana. Using convenient 
sampling method, a sample of 100 married school 
teachers who volunteered to participate in the 
study were selected. Besides conducting personal 
unstructured interviews with the 26 teachers on 
various issues, a research instrument designed for the 
purpose was personally administered to the teachers. 
The issues covered included views on teaching, 
school administration, compensation and job security, 
promotions, co-workers’ behaviour, leadership, and 
physical conditions and support facilities.

Replicating the study procedure adopted by Delina & 
Raya (2013) the major tool was the checklist (Daniels 
and McCarraher, 2000) in the manual on work-life 
balance of The Industrial Society (now the Work 
Foundation). The context suitability of the statements 
were pilot tested over 10 school teachers and were 
found to be suitable. It consists of ten statements about 
work-life balance where the options for answers were 
either ‘agree’, ‘sometimes’ or ‘disagree’. Demographic 
details of the respondents namely Age group, Number 
of Children, Profession of Spouse and Industry/Sector 
the respondent is working inwere also sought. Views 
were obtained on agreement or disagreement point 
over statements added to get a better clarity in the 
study on Work-Life balance in the married female 
school teachers of Haryana.

•	 I am able to balance my personal and professional 
life well.

•	 As a teacher, my biggest challenge is work-life 
balance.
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•	 There is a strong relationship between work-life 
balance and quality of life.

•	 I feel that better work-life balance in my life can 
guarantee me a better quality of life.

•	 In general, my level of satisfaction towards my 
life in school is good.

The checklist manual developed by Daniels and 
McCarraher for the Industrial Society (2000) and the 
guidelines to check oneself with the manual on the 
balance between work and family has been presented 
below. Responses are sought on a three point scale 
ranging from A (Agree =3), B (Sometimes = 2) and C 
(Disagree = 1).

1.4 Work through this checklist and assess 
whether your own life is balanced
Q1	 At the moment, because the job demands it, I 

usually work long hours

Q2 	 There isn’t much time to socialize/relax with my 
partner/see family in the week

Q3 	 I have to take work home most evenings

Q4	 I often work late or at weekends to deal with 
paperwork without interruptions

Q5 	 Relaxing and forgetting about work issues is hard 
to do

Q6 	 I worry about the effect of work stress on my 
health

Q7 	 My relationship with my partner is suffering 
because of the pressure or long hours of my work

Q8 	 My family are missing out on my input, either 
because I don’t see enough of them/am too tired

Q9	 Finding time for hobbies, leisure activities, or 
to maintain friendships and extended family 
relationships is difficult

Q10	 I would like to reduce my working hours and 
stress levels, but feel I have no control over the 
current situation

Source: Daniels and McCarraher Industrial Society (2000)

1.5 Analysis and Interpretation
In order to subject the data to statistical testing, the 
collected data were coded and analyzed using MS 
Excel software. The data were subjected to Alpha 
tests of reliability and they had acceptable (0.668) 
Cronbach’s Alpha value which indicates a good level 
of internal consistency for the scale with the specific 
sample used for the study.

Demographic 
Characteristics of 

Respondents

Frequency Percentage

Age Group of 
Respondents:

Under 30 
years

24 24.0

30 to 50 years 38 38.0

Over 50 years 38 38.0

Total 100 100

Spouse's Profession: School/
college 
Teaching

34 34.0

Other jobs 66 66.0

Total 100 100

No. of Children:  None 19 17.27

One 11 10.00

Two 67 60.99

Three or more 13 11.81

Total 100 100

Exhibit 1

Exhibit 1 presents the profile of the 100 married 
female school teacher respondents. About 61% of the 
respondents had two children and 11.81 had three or 
more children. Spouse’s profession was deliberately 
limited to either teaching or otherwise to understand 
the differences in WLB. Profession of the 34% spouse 
of the respondent was teaching either in a school or a 
college and rest were in other professions.

Exhibit 2 presents the percentage of responses on the 
three points of the scale mentioned. Predominance 
of scores on ‘agreement’ signifies that work-life 
balance is moderately out of control and is in need of 
attention. Work-life balance problem is perceivably 
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S. 
No.

Statements Mean S.D

Q2 There isn't much time to 
socialize or relax with my 
partner/see family in the 
week.

2.5512 .564

Q9 Finding time for hobbies, 
leisure activities, or to 
maintain friendships and 
extended family relationships 
is difficult

2.5425 .444

Q5 Relaxing and forgetting about 
work issues is hard to do

2.4504 .654

Q1 At the moment because the 
job demands it, I usually work 
long hours.

2.4087 .453

Q7 My relationship with my 
partner is suffering because of 
long hours of my work

1.9625 .764

Q3 I have to take work home 
most evenings

1.9442 .651

Q10 I would like to reduce my 
working hours and stress 
levels, but feel I have no 
control over the current 
situation

1.8378 .434

Q4 I often work late or at 
weekends to deal with 
paperwork without 
interruptions.

1.6654 .435

Q6 I worry about the effect of 
work stress on my health

1.4399 .712

Q8 My family is missing out on 
my input either because I 
don't see enough of them/am 
too tired.

1.3940 .432

caused because of not finding time for hobbies, leisure 
activities or to maintain friendships and not finding 
time to relax with life partner or family. Worries about 
health were not at all a concern for many of the female 
school teachers of Haryana.

Exhibit 3

The mean and standard deviation of responses for each 
statement in the checklist are shown in Exhibit 3. This 
exhibit signifies that there isn’t much time available 
to socialize or relax with partner and see family in the 
week for the female school teachers. Also they find 
little time for hobbies, leisure activities, or to maintain 
friendships and extended family relationships. 
Married female school teachers were squeezed of time 
because of time devoted to their respective school. 
Relaxing and forgetting about work issues was simply 
not possible as the time schedule at school was quite 
tight. Relationship with partner were also perceivably 
suffering but had no control over the situation.

Exhibit 4 presents the responses to the statements 
added by the researchers.

Responses Percentage 
Respondents

I am able to balance my 
personal and professional 
life well

YES 24.00
NO 76.00

As a school teacher, my 
biggest challenge is work-
life balance.

YES 65.00
NO 35.00

There is a strong relationship 
between work-life balance 
and quality of life

YES 74.00
NO 26.00

I feel that better work-
life balance in my life can 
guarantee me a better 
quality of life

YES 68.00
NO 32.00

In general, my level of 
satisfaction towards school 
life is good

YES 44.00
NO 56.00

From the above table, we find that married female 
school teacher respondents of Haryana, 76% of them 
felt that they were not able to balance their work-life 
while 24% of them felt that they were able to do so. 
Also, 65% of them felt that work-life balance was the 
biggest challenge that they faced while 35% of them felt 
that work-life balance was not their biggest challenge. 
74% of them felt that there is a strong relationship 
between work-life balance and quality of life while 
26% of them felt that there is no strong relationship 
between work-life balance and quality of life.

From the above table, we find that 68% of them felt 
that better work-life balance in their life can guarantee 
them a better quality of life while 32% of them felt that 
better work-life balance cannot guarantee them a better 
quality of life. At the same time, 44% of married female 
school teacher respondents of Haryana felt that their 
level of satisfaction towards their Quality of life is good 
while 56%) of them felt that their level of satisfaction 
towards their Quality of life is not good.

It is found through the tabulated results that majority 
of the respondents are not successful in striking a 
balance between their personal and professional life. 
This shows the severity of the problems of work-life 
balance among the married female school teachers. A 
large number of respondents are found to have the 
feeling that the biggest challenge of being a school 
teacher is work-life balance. This implies that female 
school teachers are really facing a tough time in their 
attempts to balance personal and professional life. 
Many respondents have agreed that there is a strong 
relationship between work-life balance and quality 
of life and many of them feel that a good work-life 
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balance can guarantee them a better quality of life. 
Majority of the respondents are dissatisfied with 
their quality of life which shows that married female 
school teachers are not pleased with the way their 
life is going. The purpose of striving very hard both 
at home and work thus always costs female teachers 
their individual health but the gain is better quality of 
life. But this quality of life that she craves for is often 
moderated by the role her spouse, the organization 
and her personality plays in WLB. 

Exhibit 5 represents the responses as per age group of 
female married teachers to the statement “I am able to 
balance my personal and professional life well”.

Exhibit 5
As regards the age group of the respondents, the chi-
square statistic turned out to be 2.2974. The p-value 
is .317047. The result is not significant at p < .05. Age 
group seems to have a no effect on the respondents’ 
perception on their work-life balance. The percentage 
of married female school teachers being able to strike 
a balance between their personal and professional 
seems to increase with age. This might probably due 
to the experience gained over the years in carrying out 
personal & professional duties.

As regards the spouse’s profession, the chi-square 
statistic is 24.3567. The p-value is < .00001. The result 
is significant at p < .05. The perception of respondents 
towards their work-life balance varies much with their 
spouse’s profession. The respondents’ spouses with 
same academic profession either in school or college 
seem to have better work-life balance than others 
which might be because the similar nature of the job 

and better understanding of the job characteristics. 
This implies that the profession of spouses does really 
matter for the married female school teachers when 
they strive to balance their personal and professional 
life.

As regards the number of children, the chi-square 
statistic is 6.5618. The p-value is .087258. The result 
is not significant at p < .05. Thus the perception of 
married school teacher respondents towards their 
work-life balance does not depend on the number of 
children that the respondents have. 

Approximately 93 percent of the teachers were satisfied 
with the subjects that they taught and their knowledge 
of the content of what they teach. Teachers were 
satisfied with their own skills in teaching methods, the 
authority they had to choose teaching methods and 
their autonomy to choose content. The imbalance was 
attributed to poor performance of the students as they 
mostly belonged to poor and illiterate parents. Despite 
best efforts, the annual performance rated poorly 
and this affected the teachers’ evaluation reports. 
Government interference in school governance was 
very high, and besides the routine teaching work load 
teachers were assigned a host of community duties 
which included even population count, election duties 
and counting and verifying heads for government 
pension. All this decreased the teaching contact 
hours with the students, increased work hours and 
even moving out to allotted stations for government 
assigned administrative jobs. 

Teachers did not hold particularly strong positive or 
negative views on community service. Approximately 
half of the respondents were satisfied with the 
importance of their work to the community but 
dissatisfied with the influence this had on their 
promotion. The responsibility of holding community 
programmes always fell on the teachers. Visits of the 
local politicians and holding of other programmes in 
the school often steal their time they are supposed to 
spend with their families. 

About two-thirds of the respondents were satisfied 
with their school system of administration. However, 
about half were dissatisfied with the time they had 
to spend on administrative duties, the amount of 
paperwork they had to do and the level of interaction 
at meetings.

Surprisingly 88 percent female school teachers were 
satisfied and just 12 percent were dissatisfied with 
salaries paid by their institution in comparison with 
others schools in private sector. This helped them 
adding to the quality of family life. Regarding teachers’ 
views on promotions, they were dissatisfied with 

I am able to balance my personal and professional life well 

Age Group

Responses
NO YES Total

Under 30 years 14 10 24
30 to 50 years 29 9 38
Over 50 years 27 11 38
Total 70 30 100

Spouse 
Profession

Responses
NO YES Total

School/college 
teaching

6 28 34

Other profession 46 20 66
Total 52 48 100

Number of 
children

Responses
NO YES Total

None 6 13 19
One 6 5 11

Two 43 24 67
Three or more 63 47 100
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this aspect. About half of the sampled teachers were 
unhappy about the politics surrounding promotion 
which was usually delayed. The teachers always felt 
imbalanced as they were frequently transferred from 
one station to other and often much away from their 
home town separating them from their spouse and at 
time from the families.

The teachers seemed relatively satisfied with the 
leadership at their school. About three-quarters 
indicated their satisfaction with the relationship 
between themselves and their Principal as well as with 
the support they get from him/her. About two - thirds 
were satisfied with the way departmental meetings 
as they are conducted and with the feedback received 
from their head quarters. 

In general, teachers were satisfied with their co-
teachers’ behavior. Satisfaction was especially 
indicated with personal relationships with colleagues, 
personal friendships with colleagues and quality of 
colleagues in the school. Approximately half were 
satisfied with the clerical support in the school and 
the support from colleagues with activities they had 
to carry out. Lowest satisfaction was indicated for 
academic communication among colleagues. 

Nearly two-thirds were satisfied with their working 
environment, the availability of supplies, the physical 
attractiveness of their building or office. Only about 
half of the respondents were satisfied with the quality 
of their office equipment, such as their computer. 

Respondents expressed themselves favorably on 
general job satisfaction. Most of them (72.7 percent) 
replied that they were satisfied and did not consider 
WLB an issue compared to work load, life at school 
and general academic and administrative environment 
prevailing at government schools.

1.6 Summary of Findings
This study was able to measure the work-life balance 
of married female school teachers finding that married 
female school teachers find it very moderately hard to 
balance their work and personal life irrespective of the 
age group they belong to and the number of children 
they have. Spouse’s profession however did affect the 
work-life balance among the married school teachers 
of the sample. Working hours related WLB problems 
were somewhat severe for the female school teachers 
who did not find time to socialize or being relaxed. The 
married female school teachers predominantly find it 
very hard to steal out time for their own hobbies or 
leisure activities and maintain friendships or extended 
relationships. 

The idea has lead to Indian women in the teaching 

field not only in schools, colleges and universities 
preferring to marry men in the same field supposedly 
assuming lesser role conflict and better balance 
between work and life. Considerably more research 
is needed to gain additional insight into the meaning 
and consequences of work-family balance. Juggling 
between the obligations towards the families and 
expectations of the school and constant struggle to 
maintain a balance between work and family can 
have serious implications on the life of an individual 
by affecting their well-being and overall quality of 
life. Health and wellness programs can, for sure help 
female school teachers in balancing their personal and 
professional life. But they alone cannot be the answer 
to addressing the problems of imbalance. The problems 
and difficulties of women are multi-dimensional as 
evident from the literature reviewed; therefore, they 
require further probing to help female school teachers 
in balancing their work and family life.
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Management Specializations in India: Student’s Perspective

Anstract: Education being the most fundamental and essential factor 
determines the structure and the shape of the society we strive in, it acts as 
a key for development of any society. A society with maximum population 
of educated people is a society with vigilance and awakening conscious 
and it helps in continuous evolution and development. Higher education 
nurtures and polishes a person’s skills, knowledge, abilities and character 
and makes him employable. Management education in India has become 
more competitive and dynamic in nature. The young generation has a 
vast exposure to information and availability of different career options. 
Master of Business Administration (MBA) is a unique combination of 
class room theories and experiential learning. This study aims at exploring 
how various factors has an influence on student’s decision in selection 
of major & minor specializations at post graduate level. Its focus is to 
analyze how various factors have influenced on the decision of students 
in selecting institute for post graduate degree.

The present study is taken up with an objective to investigate student’s 
opinions on the various attributes of selecting different specialization 
streams in management program. The main aim of this research work 
was to evaluate the impact of student’s socio- economic and demographic 
factors in selecting different specializations in management education. 
The findings of this research paper revealed that student’s demographics 
play a major role in selection of their specialization. This research is 
based on primary data collected through a questionnaire. The study is 
carried out in four major cities of Punjab (Amritsar, Jalandhar, Ludhiana 
and Chandigarh). The samples are drawn from the population of 50 
respondents, who are students of various graduate courses of reputed 
universities at Punjab state. Analysis has been done by using simple 
percentage method and analysis of variance (ANNOVA).
Key Words: MBA, Specializations, admission, selection decision, 
management education

Nupur Gosain*
Farhat Mohsin**

1. Introduction

The present study attempts to assess the determinants 
affecting student’s choice in selection the field of 

specialization in management course in four major 
cities of Punjab (Amritsar, Jalandhar, Ludhiana and 
Chandigarh).The study is mainly based on primary 
sources of data. The study implies data collection 

*Ms. Nupur Gosain, Assistant Professor, Faculty of Management Studies, Manav Rachna International University, Faridabad
*Dr. Farhat Mohsin, Assistant Professor, Faculty of Management Studies, Manav Rachna International University, Faridabad

method from the students of few reputed universities 
at Punjab state. The study indicates the factors which 
influence the perception of management students in 
selection of specialization field. The data is collected 
using a self-administered questionnaire. The sample 
for this study is final year graduate students in 
Amritsar, Jalandhar, Ludhiana and Chandigarh 
districts of Punjab. The sample size for the study is 
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50 respondents. Analysis has been done by using 
multivariate techniques like Factor Analysis followed 
by Analysis of Variance (ANOVA).

The survey is based on questionnaire to guide the 
impact of student’s demographics. Further descriptive 
statistics and Chi square method are the data analysis 
methods used to predict the relationship between 
student’s demographics and their perception in 
selecting specialization field in management course. 
This study will help educators to know about 
aspirations and perception of future aspirants and 
image of their brand in the market. It can be used 
to understand about the latest trend and practices 
that help educational policy makers to offer better 
career options to their students. This study provided 
significant information necessary to the management 
of various institutions of higher learning to help in 
planning the strategies to increase the number of 
student’s different specializations in their institutions.

2. Review of Literature
To formulate the research problem scientifically, and 
to point out the importance of undertaking this study, 
it is essential to present a brief review of researches 
undertaken in this area. Although the review involved 
a large number of studies but only those studies which 
have a direct and important bearing on the present 
study have been reported here. Numerous researchers 
and experts have attempted to determine what factors 
do influence student preference in selection of MBA 
specialization. Many of these researchers considered 
demographics and social-cultural as most impactful 
factors. According to Main and Ost (2011) societies 
have marked a shift from conventional inclination for 
career in medicine and engineering education towards 
banking, finance, human resource management, 
supply chain or accounting etc. 
As per the study done by Alam,( 2012), in Karachi, 
Pakistan that Management education is still one of 
the most lucrative career option, available to students 
after graduation from job security and employability 
point of view. In the current economic scenario, 
however, when industries have shut down, rate of 
employment reduced, job opportunities for fresh 
graduates have become a matter of greater concern 
(Jamillee, 2011).

According to Chun (2012) there is a clear association 
between level of education and employment, as well 
as salary. Students generally prefer a career option 
that is promising and ensure their social security. 
To support this point a study of Powell (2010) also 
determined that job security works as a major driver 
in selecting specialization field. In the support of the 
same Lowe and Simons (1997) also mentioned that the 

most important factors influencing the choice of major 
and minor MBA selection are earnings, career options, 
initial earnings, and ability/aptitude. According 
to Rapert et al. (2004) students prefer to divide the 
major determinants into two categories “in-class” and 
“outside-class” environments. 

Heslop and Nadeau (2010) surveyed MBA fair 
attendees to determine what important factors they 
used to determine whether or not to pursue the degree 
and what were the important qualities they used in 
determining the school at which they chose to study. 
They found that the primary decision factors included 
financial cost, investment of time, career uncertainty, 
future job opportunity, and an expressed interest in 
learning. Carrel and Schoenbachler (2001) examined 
the decision factors for students choosing to study in 
an Executive MBA program and found that financial 
cost involved in program, avenues availability and 
future and scope are the major considering point. 
Johnson, Thomas and Peck (2010) in their studies 
exhibit a shift from conventional MBA programs to 
specialized programs. These specialized programs 
have been designed to fit the individual student’s 
needs rather than a one-size-fits-all-MBA. These 
specialized programmes are increasing in popularity 
reflected by the growth in application volume. 

The research conducted by Dennis Zocco (2011) clearly 
exhibit that while selecting field of specialization, 
students generally focus on the subject matter, 
professor, course environment and grading. His 
research interrogated and found out those important 
factors which play in important role in student’s 
selection of specialization in MBA. These factors are 
students own interest, friends’ opinion, numerical 
approach, theoretical approach, specialization scope, 
nature of specialization, financial interest, faculty, 
professor opinion and physical attributes. The 
research findings shows that own interest is important 
perception of students at the time of selection of 
specialization in MBA.

3. Objectives
•	 To analyze the effect of demographic variables 

on respondent’s selection of MBA specialization. 
•	 To study the association between gender and their 

selection of MBA specialization. 
•	 To study the association between respondent’s 

education qualification and their selection of MBA 
specialization.

•	 To study and examine respondent’s choice and 
combination of MBA specialization.

•	 To examine to what extend respondent’s 
demographics have an impact on their choice of 
MBA specialization. 
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•	 To study and analyze the major factors influencing 
the selection of MBA specialization. 

•	 To analyze level of students awareness towards 
MBA program. 

4. Research Methodology
The purpose of this study is to establish the factors 
that influence the choice of specialization of MBA 
courses by Students at Punjab state. The population 
for this study consists of 50 final year students of 
graduation..Convenience sampling of students was 
used from each university that offers graduation 
program. The research instrument to be relied on for 
primary data collection was a structured questionnaire 
that has both open ended and closed questions. The 
questionnaire was administered using drop and 
pick later method. The data gathered is aimed at 
offering sufficient information identify the factors 
influencing the choice of Specialization of MBA 
Courses by Students. Data collected was edited for 
accuracy, consistency, uniformity and completeness 
where the results were presented in tables, graphs 
and charts. The questionnaire was administered to 
about seventy two students and out of which fifty 
responded correctly and completely. The respondents 
included twenty five males and twenty five females. 
The survey was carried out at few reputed universities 
of Punjab during two month period from January to 
February 2016. Convenience sampling and simple 
random sampling approach were adopted in order to 
collect the primary data; however questionnaire was 
administered diligently to avoid any possible bias.

Table 1:	 Demographic Profile of the Sample 
Respondents

Sl. No. Demographic 
Variables

No. of 
respondents 

(n-50)

Percentage

1 Age
21 23 46
22 25 50
23 2 4

2 Gender
Male 25 50

Female 25 50
4 Education

B.Com 22 44
B.Sc. 5 10
B.Tech. 7 14
B.A 6 12
B.B.A 6 12
B.C.A 4 8

7 First Preference Specialization

Marketing 34 68
Finance 9 18
HR 7 14

8 Second Preference Specialization
Marketing 15 30
Finance 23 46
HR 12 24

9 Combinations of Specialization 
Preferred
Finance and 
Marketing

9 18

HR and Finance 1 2
HR and 
Marketing

6 12

Marketing and 
Finance

22 44

Marketing and 
HR

12 24

5. Result and Analysis
1. The respondents, who are students of different 
stream, were approached to collect information using 
Survey methodology making use of questionnaire 
as a tool. The discussions and summaries of the 
findings are given in distribution tables of frequency, 
percentages and figures. The insight obtained from the 
key questions asked is listed as below:

Fig.: 1.1. Gender

Fig.: 1.2. Educational Qualification
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From the above graph it is very obvious that majority 
of respondents were commerce stream students. 
7% were from technical background, 6% were from 
Art & Management stream followed by Science and 
Computer streams.

2. Preference
Preferences are the choices/options which are chosen 
by students for their MBA specialization during their 
study.

2.1. First Preference

The graph shows that majority of respondents have 
selected Marketing for their MBA specialization as 
their first choice. Nine percent students chosen Finance 
followed by Human resource management.

2.2. Second Preference

In dual specialization maximum students around 
23% chosen Finance as their first choice. 15% were 
chosen Marketing as a second specialization and 12% 
have opted Human Resource Management as third 
specialization.

The data reveals that most of the students have 
chosen Marketing and Finance as most preferred 
specialization option in MBA. Second combination 
which was preferred by candidate was marketing and 
finance. Third combination was finance and marketing. 
9% people preferred finance and marketing followed 
by Human Resource and finance. 

3. Gender and Specialisation

3.1

From the graph no. 3.1it is clear that among females 
the most preferred combination was marketing with 
finance. Second preference was given to marketing 
with Human Resource and third preferred option was 
human resource with marketing. On the other hand 
among males the first preference was finance with 
marketing, the second choice was human resource 
with marketing and the last only 1% opted human 
resource with finance.

2.3. Combination Prefrence 
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4. Education Qualification and Preference

4.1 B.com

Among commerce graduates graphs 4.1 reveals that 
the first preferred combination was marketing with 
finance. The second option was chosen by candidates 
was marketing and human resource. Five percent 
candidates have opted finance with marketing 
followed by HR & marketing.

4.2 B.Sc

Graphs 4.2 shows science graduates also preffered 
finance and marketing as their first choice. Rest of the 
students given equal wieghtage to other specialisations.

4.3. B.tech

Graphs 4.3 shows that engineering students preffered 
marketing and finace as their first choice. Rest of the 
students given equal wieghtage to HR & marketing.

4.4 BA

Graphs 4.4 shows Art graduates also preffered 
marketing and finance as their first choice. The second 
prefered choice was marketing with HR followed by 
HR & marketing.

4.5 BBA

Graphs 4.5 shows science graduates also preffered 
finance and marketing as their first choice. Rest 
of the students given equal wieghtage to other 
specialisations.

4.6 Bca

Graphs 4.5 shows that computer science students 
preffered marketing and finace as their first choice. The 
second interest was shown in finance with marketing 
combination.
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Conclusions
The entire research work revolves around figuring 
out what is the current preference of youngsters with 
regards to the various branches of specializations in 
management courses available in today’s era. The 
researchers have aimed to find out the factors those 
govern these choices and also knowing whether 
the decision making could be channelized in right 
direction. It is commonly noticed that the decision 
for selection of the specialization is affected by the 
future opportunities. The decision one makes takes 
into the perspective of job security, earnings from 
the prospective job, stability, career options and 
progression in life. One of the major indicators of 
choosing the specialization is environment. Through 
this research it was attempted to examine different 
management college attributes involved in selection 
decisions and their role in students satisfaction. The 
findings suggested that infrastructure, placement 
facilities, experienced teachers and specialization 
options have a significance role in influencing their 
admission decisions. 
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Implications of Tax Avoidance with Special  
Reference to Vodafone Case

Abstract: The recent verdict by Supreme Court on Vodafone case 
generates fresh debates on whether India needs to review her existing 
legal provisions particularly with respect to offshore tax laws. In this 
context, formal treatment and clear demarcations between tax evasion, 
tax avoidance and tax planning practices are imperative. The Standing 
Committee on Finance in its 49th Report on Direct Taxes Code bill, 2010 
(submitted to Parliament on 9th march, 2012) recommended Controlled 
Foreign Corporations (CFC) rules, Advance Pricing Agreement (APA) 
along with General Ant Avoidance Rule (GAAR) provision to replace 
the Income Tax Act, 1961 as per the International Taxation Standard 
and also in line with the recent Chinese Corporate Income Tax (CIT) 
Law introduced in 2008 to deal with offshore transactions via holding 
companies. Whereas introduction of GAAR is essential given the limited 
applications of a specific or targeted anti avoidance rule, the Committee 
also acknowledges the need for an appropriate Dispute Resolution Panel 
(DRP) as GAAR might result in a disproportionate discretionary power for 
the Income tax authority. The appropriate application of GAAR provision 
assumes a crucial role, in particular with countries lacking any Limitations 
of Benefit (LOB) clause (e.g. Mauritius) with India. Before entering into 
litigation, it might be beneficial to settle tax disputes through a bilateral 
negotiation in the form of Mutual Agreement Procedure (MAP), where 
tax authorities of the respective countries negotiate to settle disputes in 
a cordial manner. The Present Study aims to attempt how to take undue 
advantage of the loopholes available in Indian Income Tax Act, 1961.

Sunil Kumar Gupta*
Pradeep Aggarwal**
Raju Aggarwal***

1. Introduction

The recent verdict by Supreme Court on Vodafone 
case generates fresh debates on whether India 

needs a review of her existing legal provisions 
particularly with respect to off shore tax laws. 
Regarding this, serious discussions are essential for a 
clear distinction between tax evasion, tax avoidance 
and tax planning. Tax evasion is the illegal practice 
where individuals/firms escape paying taxes to 
the government through deliberate concealment or 
misrepresentation of their tax liability. On the other 
hand, when a taxpayer escapes his/her tax liability by 
exploiting legal ambiguities or in other words resort to 

non-compliance of tax payments being entirely within 
the framework of the law (i.e. not violating any laws), 
it amounts to tax avoidance (Sandmo 2004).Another 
way to make a distinction between tax evasion and 
avoidance is that while in case of evasion, transactions 
are mostly unreported due to the natural tendency of 
avoiding punitive actions, in tax avoidance details are 
not hidden by tax payer(s) i.e. transactions are usually 
on record. For instance, the Australian Ralph Review 
of Business Taxation has described tax avoidance as 
misuse of the law that is often driven by structural 
loopholes in the law (Garg and Mukerjee 2012).
However, it is often difficult to distinguish between 
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the two as both practices are harmful to society as they 
cause a drain on the exchequer through loss of public 
revenue. Both tax avoidance and evasion are forms of 
tax noncompliance describing a range of activities that 
are unfavorable to a nation’s tax system. For instance, 
though tax avoidance is a legal practice, it is often 
very hostile as companies/individuals seek to pay less 
than their tax liabilities. Such aggressive tax avoidance 
causes substantial public revenue loss. Hence, most 
literature on tax evasion discusses both tax evasion 
and avoidance as a collective way of escaping taxes 
(using terms like ‘tax noncompliance’ or ‘tax dodging’).

On the other hand, ‘tax planning’ may be justified 
where individuals/institutions or firms plan to 
minimize their tax payments through financial 
planning. A disturbing fact is that while tax evasion 
is an outright illegal way of non-payment of taxes 
(breaching the law) and from legal point of view 
is quite unambiguous, the distinction between tax 
avoidance and tax planning is often difficult to make. 
The ambiguity arises since both the tax planning 
and tax avoidance is related with the activity of non-
payment of tax liability being within the framework 
of the law. For instance, a person may adopt different 
accounting methods for different sources of income/ 
invests in tax saving securities/other tax-planning 
schemes — all these may reduce/negate tax liability 
and do not violate laws. However, some strategies for 
tax avoidance (for instance transfer mispricing) are 
often intended for the sole purpose of non-payment of 
taxes and hence controversial. Therefore, tax avoidance 
is controversial and often treated as bizarre whereas 
tax planning is not. But the distinction between the 
two in practice is extremely difficult since both are 
legal. Therefore if a person/company is accused of tax 
avoidance in its negative sense, that person/company 
may claim that the intention is only ‘tax planning’ and 
not ‘tax avoidance’. The debate then ultimately boils 
down towards identifying what

Transactions should be treated as legal. Given 
the proliferation of sophisticated devices used by 
companies for non-compliance of legitimate tax 
payments fine-tuning the existing legal provisions 
has also become essential. Nobody would like to pay 
tax since it reduces disposable income. However, 
the approach towards non-compliance is crucial. For 
instance, an economic entity in India may engage in 
a ‘tax planning’ by investing in a judicious portfolio 
of tax saving instruments (e.g. National Savings 
Certificates, Equity Linked Savings Schemes etc.) to 
minimize her overall annual tax payments. On the 
other hand, a practice of routing back same amount 

of money via a number of tax haven countries (or the 
so called ‘round tripping’) to the origin country, or 
parking higher profits in lower tax jurisdictions and 
lower profits in higher tax jurisdictions via ‘transfer 
mispricing’ may be ‘tax avoidance’. Another way 
of looking into the difference between tax planning 
and tax avoidance is that while an economic entity 
tries to minimize the overall tax burden by utilizing 
the available options in case of tax planning (and does 
not try to escape from tax payments), in case of tax 
avoidance an entity try to escape from tax burden 
by creating sophisticated methods for non-compliance 
of legitimate tax payments. However, it is difficult 
to treat the latter practice in a legal manner as it is 
done within the framework of the law, even in cases 
where the sole purpose is noncompliance of taxes and 
nothing else. Certain transfer pricing policies have 
been challenged on legal ground in some countries. 
For instance, global pharmaceutical company Glaxo 
Smith Kline was accused of charging a transfer price 
for its marketing services to its US-based subsidiaries at 
rates much lower than the normal market price, which 
undermined Glaxo’s US income. By understating its 
income, the company escaped around USD 5.2 billion 
in US taxes. Glaxo had to pay a penalty of USD 3.4 
billion to the Internal Revenue Service (IRS) of the 
United States after a prolonged litigation. This case 
is remarkable in the sense that GSK’s USD 3.4 billion 
payment to the IRS is the largest single payment made 
to the US tax authority to resolve a tax dispute. Again, 
Russia’s biggest privatized energy company, Yukos, 
has allegedly been engaged in stripping of enormous 
amount of assets and of transfer pricing. The Russian 
government filed a case against Yukos and a number 
of shell companies helping the transfer pricing 
process by acting as legitimate financial institutions. 
The Russian government claimed that a subsidiary 
of Yukos sold crude oil at a price much below the 
market rate to some shell companies to escape its 
tax liability. The shell companies are unregistered 
companies and therefore not liable to pay tax to the 
Russian government. These companies are accused 
of reselling the crude oil at much higher prices than 
the transfer prices charged by Yukos to domestic and 
foreign buyers, and the revenues following the resale 
has in effect been appropriated by Yukos. Yukos has 
been able to escape the tax by officially reporting a 
much lower transfer price (below the taxable limit)
while indirectly appropriating the revenue proceeds 
from the resale at the market price (not declared, as 
these prices were charged by shell companies not 
officially registered with the Russian government as 
being liable to pay tax).
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2 The Supreme Court Verdict on Vodafone
In this context, the recent Supreme Court (SC) verdict 
regarding the Vodafone case is not only important 
for the Income Tax Department (I-T Department)of 
India but for the country as a whole given the aspect 
of shrinking fiscal policy space with respect to resource 
mobilisation. It is crucial to understand the reasons 
for which SC gave the decision against Income tax 
Department of India, whereas the verdict of Bombay 
High Court was the opposite. Let us explore the 
following:
•	 The background of the case and Issues
•	 Reasons for rejecting the case in favor of Vodafone
•	 Some Concerns

2.1. The background of the case and Issues
The entire transaction and subsequent acquisition of 
shares of CGP (A Holding Company Incorporated in 
Cayman Islands) by Vodafone is a complex process. 
Put simply, the claim by the Indian Tax Department 
is that Vodafone purchased USD 11.2 billion worth 
of assets (67 percent stake) of a Hong Kong-based 
company called Hutchison Whampoa Limited in 2007 
indirectly through the purchase of shares (or being 
entered into a Share Purchase Agreement called SPA) 
of CGP Holding private Limited. This deal by Vodafone 
is subject to a capital gains tax of USD 2.5 billion, as 
most of the assets acquired by it from Hutchison were 
based in India and under Indian law. These assets 
had been generated and held initially by Hutchison 
while doing its mobile business in India. The rule of 
violation arises since the transaction involves a transfer 
of Indian assets (initially held by Hutchison, which 
Vodafone acquired in 2007 without deducting tax at 
source on them through the purchase of shares of CGP 
Holdings Limited; a company incorporated in Cayman 
Islands) which were supposed to generate public 
revenue in India. The defense argument by Vodafone 
is that Indian tax laws do not apply in this case since 
it is a Dutch company registered in the Netherlands, 
whereas CGP ( through which the Hutchison shares 
had been acquired by Vodafone) is located in the 
Cayman Islands and the agreements were signed 
abroad (outside the Indian geographical territory) 
between two non-Indian entities. On the other hand, 
the acquisition of shares by Vodafone of Hutchison 
is on income/revenue generated in India acquired 
initially by Hutchison via their mobile business in 
India. Therefore, the revenue is subject to Indian 
capital gains tax laws. The Income Tax Department of 
India sought to tax the capital gains arising from the 
sale of the share capital of CGP on the basis that CGP 
though not a tax resident in India, holds the underlying 
Indian assets which acted as an intermediary between 

Vodafone Group and Hutchison. The crux of the 
dispute had been whether or not the Indian Income 
Tax Department has jurisdiction over the transaction. 
Vodafone had maintained from the outset that it is 
not liable to pay tax in India, and even if tax were 
somehow payable, then it should be Hutchison to bear 
the tax liability which I-T Department is supposed 
to collect during Hutchison’s business in India. The 
relevant Sections of the Income Tax Act (for instance 
Section 9), henceforth is not applicable for Vodafone 
as the contract had taken place in a different (offshore) 
jurisdiction.

Bombay High Court, in September 2010, dismissing 
the writ petition filed by Vodafone, held that share 
transfer had a significant nexus with India and the 
proceedings which have been initiated by the Income 
Tax Authorities cannot be held to lack jurisdiction. 
Accordingly, Bombay High Court has held that the 
share transfer by Cayman entity (CGP) is liable to tax 
in India.

2.2. Reasons for rejecting the case in favor 
of Vodafone
However, after an appeal by Vodafone to Supreme 
Court and further proceedings of the case, Supreme 
Court did not uphold the Bombay High Court ruling 
and rejected the case in favour of Vodafone. The 
important reasons that were cited for the rejection of 
the case in favour of Vodafone are as follows:
(1)	 The ‘Situs’ (the place where a thing/right 

properly belongs) of CGP shares was outside 
India and not taxable under Sec 9 of the Income 
Tax Act of India. Transfer of a capital asset (in 
Hutch-Vodafone case, CGP share which is based 
in Cayman Island) situated outside India, falls 
outside the ambit of Sec 9(1) of the Income Tax 
Act. Moreover, it has been argued by the Supreme 
Court that “Acquisition of the CGP share which 
gave VIH an indirect control over three genres of 
companies evidences a straightforward share sale 
and not an asset sale.”

(2)	 The actual acquisition by Vodafone of CGP shares 
was 51.96% and not 67%. The Supreme Court 
verdict stated that:

	 According to VIH, the price also included a 
control premium, use of Hutch brand in India, 
anon-compete agreement, loan obligations and 
an entitlement to acquire, subject to the Indian 
rules, a further 15% indirect interest in HEL. 
According to the said letter, the above elements 
together equated to 67% of the economic value 
of HEL. This sentence has been misconstrued by 
the High Court to say that the above elements 
equated to 67% of the equity capital. 67% of the 
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economic value of HEL is not 67% of the equity 
capital. If VIH would have acquired 67% of the 
equity capital, as held by the High Court, the 
entire investment would have had breached the 
FDI norms which had imposed a sectoral cap of 
74%.

(3) The entire structure cannot be looked at as an 
‘artificial tax avoidance scheme’, (a‘sham’ 
transaction is solely for the purpose of non-
compliance of legitimate tax payments without 
having genuine business purposes) in as much 
as CGP was not situated at the last minute, 
and existed since 1998 having economic and 
commercial substance and cannot be treated as 
‘shell’ in its bizarre or pejorative interpretation. 
Therefore it cannot be said to be a ‘pre-ordained’ 
transaction for the sole purpose of avoiding tax 
only.

(4)	 The Supreme Court emphasized that a ‘look at’ 
(a holistic) approach is required instead of a ‘look 
through’ (or dissecting) approach. To quote:

	 High Court, in the present case, ought to have 
examined the entire transaction holistically. VIH 
has rightly contended that the transaction in 
question should be looked at as an entire package. 
The items mentioned hereinabove, like, control 
premium, non-compete agreement, consultancy 
support, customer base, brand licenses, operating 
licenses etc. were all an integral part of the 
Holding Subsidiary Structure which existed for 
almost 13 years, generating huge revenues, as 
indicated above. In this context, it may be worth 
mentioning that before the Ramsay case, the 
statue of Duke of Westminster was omnipotent 
which rested upon “Given that a document/
transaction is genuine, the court cannot go behind 
it to some supposed underlying substance.” 
However, the relevance of the Ramsay principle 
had been understood in a later stage stating:

	 companies that had made substantial capital gains 
had entered into complex and self-cancelling 
series of transactions that had generated artificial 
capital losses, for the purpose of avoiding capital 
gains tax. The House of Lords decided that where 
a transaction has prearranged artificial steps that 
serve no commercial purpose other than to save 
tax, the proper approach is to tax the effect of the 
transaction as a whole following litigation with 
respect to a farming company W. T. Ramsay Ltd. In 
this context, McDowell and Azadi Bachao cases 
were also referred. In the McDowell case, Justice 
Ranganath Mishra stated that tax planning might 
be legitimate provided it is within the framework 
of law. Colorable devices cannot be part of tax 

planning and it is wrong to encourage or entertain 
the belief that it is honorable to avoid the payment 
of tax by resorting to dubious methods.

3. Some Concerns
The Supreme Court verdict regarding the Vodafone 
issue is extremely important with respect to the current 
Income tax laws, potential revenue impact of the 
Government of India (GoI), future approach regarding 
offshore transactions as well as socio-economic 
implications for the common people. Among others (if 
any), the following issues required further discussions:

•	 The suggested ‘look at’ approach (or a holistic 
approach) instead of a ‘look through’ approach (or 
a dissected approach) provides scope for further 
debates and discussions. While, the need for a holistic 
approach can be recognized from the perspective of the 
distinction between ‘genuine’ and ‘sham’ transactions, 
it appears also that the treatment of taxes might be case 
sensitive and not a uniform approach. In the present 
Income Tax Act Section 9(1)(i) it is mentioned that 
the following incomes shall be deemed to accrue or 
arise in India “ all income accruing or arising, whether 
directly or indirectly, through or from any business 
connection in India, or through or from any property 
in India, or through or from any asset or source of 
income in India, or through the transfer of a capital 
asset situate in India.” Therefore the income that 
deemed to accrue in India is income generated through 
either from (a) a business connection in India; (b) a 
property in India (c) any asset or source in India; and 
(d) transfer of a capital asset in India. It is difficult to 
believe that no income has generated through any of 
the four categories in this transaction. Vodafone has 
a business connection in India through CGP Holding 
and in turn Hutchison. Even if we consider that there 
is only a share sale and not an asset sale, it is clear there 
is a share sale which generated an amount of income 
from India. The important question is whether this 
is taxable, and if so who should pay the tax? Is it 
Hutchison or Vodafone? Since this is an acquisition 
(the purchase or obtaining of a controlling interest in 
a firm, usually via a tender offer for the target shares) 
by Vodafone (the acquirer or bidder) of Hutchison (the 
target company), it appears the proceedings from such 
acquisition or takeover should be included in the asset 
side of Vodafone in its balance sheet. However, if we 
accept the definition of capital gains as ‘The gain on 
sale of a capital asset is called capital gain’ (Standing 
Committee on Finance 2012) then capital gains tax 
can be implemented only on capital assets. Hence, 
the issue is whether capital gains tax is applicable on 
income generated through purchase or sale of shares 
and whether shares can be treated as capital assets. 
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As per the Income Tax Act Department, India: The 
incidence of tax on Capital Gains depends upon the 
length for which the capital asset transferred was held 
before the transfer. Ordinarily a capital asset held for 
36 months or less is called a ‘short-term capital asset’ 
and the capital asset held for more than 36 months is 
called ‘long-term capital asset’. However, shares of 
a Company, the units of Unit Trust of India or any 
specified Mutual Fund or any security listed in any 
recognized Stock Exchange are to be considered as 
short-term capital assets if held for twelve months or 
less and long term capital assets if held for more than 
twelve months.

In the 49th Parliamentary Standing Committee report, 
equity or preference shares, securities like debentures, 
listed government securities, units of mutual funds 
and UTI, zero Coupon bonds are defined as long term 
capital assets (Standing Committee on Finance 2012).

Another crucial issue is to determine the benchmark 
of permissible amount of ‘income transfer’ (whether 
in form of assets or shares) or ‘upper limit’ of such 
transfer. However, Supreme Court stated that:

This problem has arisen also because of the reason 
that this case deals with share sale and not asset sale. 
This case does not involve sale of assets on itemized 
basis…The High Court has failed to appreciate that the 
payment of $11.08 bn was for purchase of the entire 
investment made by HTIL in India…..Thus, it was not 
open to revenue to split the payment and consider a 
part of such payments for each of the above items.

In this context it can be mentioned that the practice of 
seeking non-compliance of tax can be contrary to the 
spirit of the law whilst attempting to comply with the 
letter of the law. To quote:

Aggressive tax avoidance is the practice of seeking to 
minimize a tax bill whilst attempting to comply with 
the letter of the law while avoiding its purpose or 
spirit. It usually entails setting up artificial transactions 
or entities to re-characterize the nature, recipient or 
timing of payments. Where the entity is located or 
the transaction routed through another country, it is 
international avoidance. Special, complex schemes are 
often created purely for this purpose. Since avoidance 
often entails concealment of information and it is hard 
to prove intention or deliberate deception, the dividing 
line between avoidance and evasion is often unclear, 
and depends on the standards of responsibility of 
the professionals and specialist tax advisers. It has 
been argued also that the CGP Holding has not been 
created at the last moment and existed since 1998. A 
disturbing fact is that there are a number of such tax 
haven corporations already in place which may be 

used to avoid paying taxes by a number of companies 
like Vodafone. This is a fully external factor and 
beyond the scope of Income Tax Authorities. Unless 
global pressure is created on ‘tax haven’ countries 
to amend their tax laws to impose certain taxes on 
offshore transactions and broaden tax bases on such 
transactions, it is difficult to tackle such tax avoidance 
practices. Though OECD has taken an initiative in this 
regard, still the tax rates and tax structure in a number 
of tax haven countries are highly and unnecessarily 
beneficial for business purposes. In this regard, the 
Standing Committee Finance recommendation on 
Controlled Foreign Corporation (CFC) rule is crucial 
which would be applicable to Companies located in 
low tax jurisdictions. Law should be able to clearly 
reflect precisely: Whether Income Tax authorities are 
entitled to charge capital gains tax where mergers and 
acquisitions take place outside Indian Territory by foreign 
companies containing any relation to Indian assets Or 
whether companies (foreign/domestic) have to pay a capital 
gains tax to Indian tax authority incase of a M&A held 
outside Indian jurisdictions containing any relation to 
Indian assets(and under what conditions). Laws should 
be clear and mostly inclusive to reflect how to tax 
direct and indirect offshore transactions arising from sale 
of assets. Moreover, what should be treated as assets 
for tax purposes and the related classification of such 
assets is crucial.

It can be mentioned in this context that the proposed 
Direct Tax Code (DTC) in India suggested that income 
from transactions in all investment assets will be 
computed under the head ‘Capital gains.’ However, 
more clarity is required whether capital gains tax 
would be generated on both assets and income since 
a major controversial area is whether the income 
generated from capital market transactions should 
be treated as business income or as capital gains. 
There is also a need of clear separation of different 
corporations/companies (for instance, ‘offshore 
companies’) to specifically categorize which types of 
taxes would be applicable on which types of companies 
and under what circumstances. For instance, in the 
revised discussion paper of DTC an explicit mention 
is provided whether capital gains tax would be 
applicable for Foreign Institutional Investors (FIIs) as 
“The capital gains arising to FIIs shall not be subjected 
to TDS and they will be required to pay tax by way of 
advance tax on such gains”( CBDT 2010).

•	 The General-Anti Avoidance Rules (GAAR) in the 
proposed Direct Tax Code in India has the potential 
to empower the Income Tax Department of India 
regarding taxing offshore transactions. Countries 
like UK, US, Mexico and Denmark have specific anti-
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abuse rules pertain to taxation instead of a statutory 
GAAR, for instance, Controlled Foreign Corporation 
(CFC) regime to tax income parked in low tax 
jurisdictions, thin capitalization rules to rule out tax 
rebates for inflated and unjustified interest deduction 
etc. The positive side of such anti-abuse rules is that 
these are very clear-cut laws reducing possibilities 
for litigations. The Standing Committee on Finance 
has recommended GAAR should not override the 
Limitations of Benefit (LOB) Clauses already made 
with contracting countries (Standing Committee 
on Finance 2012). While this is important to avoid 
disputes, appropriate application of GAAR is crucial 
in case any tax disputes arises with countries lacking 
LOB clauses (e.g. Mauritius). India has included LOB 
with some countries, for instance with Singapore. 
The norm of ’residential status’ is stricter in Double 
Tax Avoidance Agreement (DTAA) treaty with some 
other countries compared to Mauritius. For instance, 
there is a ‘conduit/shell’ test of Singapore- based 
companies selling Indian shares, whereas the company 
should either be a listed company on a recognized 
Singapore stock exchange or it must expend more 
than Singapore USD 200,000(Indian Rs.5 million) on 
its operations in Singapore. Again, the Double Tax 
Avoidance Agreements or DTAA with United Arab 
Emirates (UAE) provides the definition of a resident 
company as:

A company is deemed to be a UAE resident if it is 
incorporated, managed and controlled wholly in the 
UAE. A strict interpretation of the word “wholly” by 
the Indian tax authorities might result in a UAE entity 
being denied the benefits of the treaty if even a small 
degree of control of the entity is exercised outside 
the UAE. By contrast, a Mauritius entity carrying out 
the same activities would not be liable to any tax on 
capital gains under the Mauritius-India DTAA, nor 
would it be subject to any ‘primary purpose’ test or 
such rigid controls regarding the management of its 
affairs (Xavier 2009).

It is not understood, why such Limitation of Benefit 
(LoB) clause cannot be included between India and 
Mauritius whereas such clause can be included in the 
DTAA treaty between India and Singapore. While 
GAAR may obviate the need for such fresh LOB 
clauses, appropriate application of GAAR is crucial. 
Moreover, It may be noted that the applicability 
of GAAR would be most useful in case of abusive 
‘tax avoidance’, i.e. in cases where it is difficult to 
draw clear legal lines between genuine tax planning 
and abusive tax planning (or ‘tax avoidance’ in its 
bizarre interpretation). Inputs may be sought from 
recent Chinese Corporate Income Tax (CIT) Law 

introduced in 2008. As per the old income tax system, 
corporations in China were taxed under two different 
legal provisions, one for domestic enterprises and one 
for foreign enterprises. With the introduction of the 
new CIT Law, these two classifications were merged. 
Circular 698 focuses on offshore transactions with 
regard to share transfers and specifically designed to 
treat abusive tax avoidance practices in cases offshore 
Special Purpose Vehicles (SPV) have been established 
for the only purpose to avoid capital gains tax in 
China. The Chinese tax authorities would have 
the right to disregard the existence of the offshore 
holding company (if found to be operative without 
substantial economic or commercial substance) and 
levy Corporate Income Tax (CIT) on the indirect 
equity transfer. Circular number 698 also requires 
non-resident companies to report their share transfer 
transactions with supporting documents in case 
the transfer is done via holding company in certain 
circumstances.
•	 Before entering into litigation, it might be 
beneficial to settle tax disputes through a bilateral 
negotiation in the form of Mutual Agreement 
Procedure (MAP), where tax authorities of the 
respective countries negotiate to settle disputes 
in a cordial manner and/or seeking advice from 
Supreme Court authorities. In the Vodafone issue, 
The Netherlands government was reported to have 
written to the Indian government on behalf of the 
Vodafone Dutch holding company(CGP) with a 
view to arranging an out of-court settlement, using 
mutual agreement procedures provided in the double 
taxation agreement between the two countries.
•	 There is a need for a formal treatment of tax 
evasion and tax avoidance. There should be clear legal 
guidelines distinguishing tax evasion, tax avoidance 
and tax planning and what type of strategies under 
what circumstances would be taxable or subject to 
penalty. In the Vodafone case it has been pointed that 
“Tax avoidance and tax evasion are two expressions 
which find no definition in the Indian Companies Act, 
1956 or the Income Tax Act, 1961.”

As concluding remarks it can be mentioned that in 
the era of globalization and liberalization competition 
among multinational corporations has increased 
tremendously. It would be a natural tendency for such 
companies seeking reduction of their ‘tax costs’ by 
any affordable means. To prevent certain abusive tax 
avoidance practices, such practices should be made 
illegal. The challenge lies in framing appropriate legal 
provisions to tackle such practices in an unambiguous 
manner. Apart from this, global pressure should be 
created on ‘tax haven’ countries to amend their tax 
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laws to impose certain taxes on offshore transactions 
and broaden tax bases on such transactions.
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Socio - economic Dimension of Fishermen in Chilika Lake of Odisha

Abstract: The status of fisheries in Chilika Lake on the east coast of India is 
in a critical state. Local fishing communities feel that catches have reduced 
significantly and they face more hardships now to sustain their livelihoods. 
The study presents findings from field research and argues that notions 
of access are linked to community perceptions of the resource, the extent 
of authority they have to make decisions related to access and use rights 
and the traditional management strategies. State interventions through 
mechanization and new regulations have undermined the traditional 
management strategies leading to conflicts between different stakeholders 
and decline in traditional fisheries. There is a growing realization that 
without traditional fishing community’s participation it is not possible 
to ensure sustainable use of the lake resources. Legitimizing community 
access and use rights is one of the key factors for successful management 
of fisheries. A significant proportion of the fishing population comprises 
small-scale fishermen and many studies illustrate that these people are 
exploited by middlemen in the process of fish marketing combined with 
money lending. The negative dependency gives rise to poverty and triggers 
indiscriminate fish catch that threatens fishery resources depletion. The 
study presents a case study of Chilika lagoon, India and focuses on the 
interaction between small-scale fishermen and middlemen. The small-scale 
fishermen have been exploited by specific middlemen and the underlying 
causes of the present fish marketing structure stem from indebtedness and 
the unstable situation because of perpetual conflicts over fishery resources 
among the fishers across Chilika lagoon. Climate change combined with 
human activities poses significant risks to people’s livelihood especially 
in developing countries

Keywords: Fishermen, socio-economic, moneylender, livelihood, credit
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1. Introduction
Fish and fisheries is an important sector in most of the 
developing and developed countries of the world from 
the stand point of income and employment generation. 
Fisheries sector occupies an important place in the 
socio-economic development of the country, as it 
contributes to economic growth and human welfare. 
It has been recognized as a powerful income and 
employment generator as it stimulates growth of a 
number of subsidiary industries and is a cheap source 

of nutritious food, besides being a foreign exchange 
earner in India (Ayyappan and Krishnan, 2004). This 
sector contributes to the livelihood of a large section 
of economically underprivileged population in our 
country. More than 200 million people worldwide are 
fish workers, which is just under 3 percent of the global 
agricultural labour force. In India, about 14 million 
people are employed in this sector either directly or 
indirectly (Sugunan, 2008). Apart from this, the twin 
problems of unemployment and malnourishment 
at the rural sphere in India can be simultaneously 
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addressed to by proper and planned utilization of 
available local resources through involvement of local 
people (Datta and Kundu, 2007). Fisheries sector, a 
sunrise sector in India, has recorded a faster growth 
than that of crop and livestock sectors (Kumar et al., 
2006). In the last 25 years, total fish production has been 
growing at an annual growth rate of about 4.60%, in 
which marine sector was growing at a rate of 3.24 and 
inland sector was growing at a rate of 6.20% (Ganesh 
kumar, et al., 2008). For some years now, aquaculture 
has been seen as a possible savior for the overburdened 
capture fisheries sector and an important source of 
food fish for the poor (FAO, 1995; Williams, 1996).The 
present study has been undertaken to evaluate the 
socio-economic conditions of the fishing community, 
because Socio-economic improvement of fishermen 
is considered to be the primary objective of revering 
fisheries development.

Chilika is the largest brackish water lake in Asia and 
also the second largest lake in the world. Chilika is 
situated between 19º28’ and 19º54’ North latitude and 
85º05’ and 85º 38’ East longitude. A mix of estuarine, 
marine and freshwater ecosystem is observed here and 
the lagoon has a long history of sustainable fishing. 
According to the Directorate of Fisheries (Statistics 
2000-01), the wetland supports 122,339 fisher folk 
who live in the 137 villages near Chilika. The Chilika 
lagoon remains a vital life line for more than 200,000 
people in 141 villages who live in around the lagoon. 
The complex mix of resources in and around the lagoon 
(water, fish, land, forests and fauna) has an interrelated 
effect on community life.

Attempts have been made to carry out to, make studies 
on socioeconomic conditions of the fishermen in 
Chilikalake of Odisha. Odisha is one of the maritime 
states of India situated at 170.49’ and 220.54’North 
Latitude, 810.29’East Longitude on eastern coast of 
India, spread over an area of 56,Z07 Sq. Kms. having 
beguiling charm, rural tranquility and 480 Kms, 
of coastline dotted with some spectacular virgin 
beabhes, lakes and lagoons, having excellent scope 
for development of inland, brackish water and marine 
fisheries. The resources were fully tapped and utilized 
to fulfill the domestic and export market demand. With 
diverse resources ranging from deep seas to lakes 
in the mountains and more than 10% of the global 
biodiversity in terms of fish and shellfish species, 
the country has shown continuous and sustained 
increments in fish production since independence.

2. Objectives of The Study
The specific objectives of the study were
(1)	 To study the socioeconomic conditions of fishing 

communities of Chillika in Odisha.

(2)	 To suggest guidelines for better improvement 
of social and economic status of fishermen 
communities.

3. Methodology
Chilika Lagoon is divided into four sectors Northern, 
Central, sourthern and outer Channels. The survey has 
been conducted in four villages namely Sundarpur, 
Baulabandha, Ramagarh and Arakhakuda from all 
the regions. The total sample size was 120 from all 
the four villages and probability proportion to sample 
size method used for selection of household and 
simple random sampling technique was used for data 
collection. The data on various parameters related to 
socio economic conditions collected and analysed. The 
results of the study are given below.

4. Results and Discussion
In the fisheries sector, socio-economic status of 
fishermen plays a key role in productive activities. 
Socio-economic parameters such as family size, age 
structure, customs, beliefs and habits, employment 
potentials, education and living standards of fishermen 
influence their response to new technology and their 
participation in development schemes. Studies on 
these variables attempt not only to explain the overall 
socio-economic conditions of the fishermen, but also to 
identify the factors constraining the realization of the 
full potential of traditional fishery and the appropriate 
area for government intervention (Sathiadhas and 
Panikkar, 1988). The interactions of personnel, 
psychological and situational factors always influence 
the earnings and the adoption of scientific fish farming. 
Hence, profile of the respondents is important to 
explain the possible relationships among different 
variables. Characteristics representing the personal 
and socio-economic attributes like family size and 
caste, housing, educational status and occupation are 
given in Table 1.

Impact

Table: 1 Percentage Distributions of Sample 
Respondents by Age 

Age 
(Years)

Sundarpur Baulabandha Ramagarh Arakhakuda Total

< 35 19.23 13.79 14.29 47.73 27.50

35-50 38.46 34.48 33.33 20.45 30.00

>50 42.31 51.72 52.38 31.82 42.50

Total 100.00 100.00 100.00 100.00 100.00

Table 1 shows the percentage distribution of 
respondents by age group. Age was classified into 
various groups starting from less than 35 going up to 50 
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plus. Three age groups were formed in all. Age group 
above 50 was the most frequent in all the villages of the 
cluster followed by age group 35.50. Among the four 
villages Arakhaudha younger population, 47.73 of the 
sample represented is more than other villages. Only 
42.50 percent of the total respondents represented the 
age group of above 50. This was mostly so on account 
of elder men looking after more strenuous work of the 
household and decision making in the families.

Table 2 Distribution of Respondents by family size 

Family 
Size

Sundarpur Baulabandha Ramagarh Arakhakuda Total

<4 23.08 17.24 23.81 52.27 32.50

5 to 7 30.77 51.72 61.90 43.18 45.83

>8 46.15 31.03 14.29 4.55 21.67

Total 100.00 100.00 100.00 100.00 100.00

* Figures in parentheses indicates percentage of the total

Impact
Table 2 presents absolute and percentage distribution 
of respondents according to the family size. A perusal 
of the data in table shows that (45.83 percent) of the 
total respondents were having 5-7 members in their 
family. Only 32.50 percent of the total respondents 
were having less than 4 members in their family. 21.67 
percent having more than 8 members in the family.

Table 3. Percentage distribution of Sample house 
hold by Literacy

Education 
Level

Sundarpur Baulabandha Ramagarh Arakhakuda Total

Primary 38.46 44.83 71.43 52.27 50.83

Middle 30.77 24.14 19.05 34.09 28.33

High 
School 23.08 20.69 9.52 6.82 14.17

Graduation 7.69 10.34 0.00 6.82 6.67

Total 100.00 100.00 100.00 100.00 100.00

* Figures in parentheses indicates percentage of the total

Impact

Table 3 presents absolute and percentage distribution 
of respondents according to the level of education. A 
persual of the table shows that half (79.16 percent) 
of the total respondents were primary and middle 
education level due to National Literacy Mission. Only 
14.17 percent of the respondent educated up to high 
school. Only 6.67 percent of the respondents educated 
up to graduation. Thus the level of the house hold 
literacy is very low up to primary and middle classes 
due to rural character. Moreover it could also be due 
to economic compulsion and lack of proper awareness 
among people regarding education. Among four 

villages Sundarpur has highest Keuta sub caste whose 
major occupation is only fishing. So in Sundarpur 
primary education is only 38.46 percentages among 
all other villages and it is lowest among other villages 
that are having primary education

Table 4 Distribution of household by House type

Housing 
type

Sundarpur Baulabandha Ramagarh Arakhakuda Total

Temparary 7.69 13.79 23.81 22.73 17.50

Kucha 
and Baboo 46.15 44.83 57.14 56.82 51.67

Pacca 
House 46.15 41.38 19.05 20.45 30.83

Total 100.00 100.00 100.00 100.00 100.00

* Figures in parentheses indicates percentage of the total

Impact

Table 4 indicates that 69.17 percent of sample 
respondents have either Kucha and bamboo or 
temporary house. Only 30.83 percent respondent 
have pacca house in sample village. Reasons for that 
the sum of the sample respondents got the benefit of 
different government schemes for example Indranivas 
Yojana sponsored by Central Government and Mo 
Kudia schemes sponsored by State Government. 
The similar pattern was observed in all the selected 
villages. It was observed from the table that 57.14 
percent of respondents having Kucha and bamboo 
house in Ramagarh village followed by Arakhakuda, 
(56.82percent), Sundarpur (46.15 percent), Baulabandha 
(41.83percent) respectively. 46.15 percent household 
had the highest having Pucca house in Sundarpur 
because the region might have easy access to 
government scheme and more awareness among the 
sample respondent. Another reason may be that they 
are near the urban settlement in the Chilika block. (It 
is proved demonstration theory of economics.)

Table 5 Distribution of Respondents by caste group 

Caste Sundarpur Baulabandha Ramagarh Arakhakuda Total

Keuta 61.54 58.62 47.62 36.36 49.17

Kandara 30.8 17.2 28.6 18.2 22.5

Nolia 3.85 10.34 4.76 31.82 15.83

Tiara 3.85 10.34 19.05 9.09 10.00

Bengali 0.00 3.45 0.00 4.55 2.50

Total 100.00 100.00 100.00 100.00 100.00

Impact
Table 5 depicts most of the fishers in Chilika belong 
to fishers’ caste, and fisher caste is divided into five 



25Socio - economic Dimension of Fishermen in Chilika Lake of Odisha

Tecnia Journal of Management Studies Vol. 9 No. 2, October 2014 - March 2015

sub caste groups classified as Keuta, Kandara, Nolia, 
Tiara and Bengali refugee. Among these five sub 
caste group two sub caste group classified as Keuta 
and Kandara dominated the sample as they jointly 
accounted for 71.67 percent of the sample. Where 
as Nolia contributed 15.83 percent of the total, Tiara 
represent 10.00 percent of the total and 2.50 percent 
were Bengali Refugee. The villages wise data show 
that village Sundarpur has highest Proportion (61.54) 
percent of Keuta followed by either Kandara (30.8) 
percent.
In all the villages the proportion of Keuta was higher 
than other remaining sub caste group. 61.54 percent, 
58.62 percent, 47.62 percent and 36.36 percent in 
Sundarpur, Baulabandha, Ramagarh and Arakhakuda 
respectively. Keuta people spread whole area of 
Chilika Lake .While in Sundarpur, Kandara had the 
second position (30.8 percent). Kandara which is the 
lower sub caste among fishers sub caste and most of 
them live in southern sector and in Arakhakuda Nolia 
with 31.82 percent. Bengali refugee is not caste. It 
means refugee fishers who escaped from Bangladesh 
to outer channels and Central sector of Chilika. They 
are also engaged in fisheries too.

Table 6	Distribution of Respondents by ownership 
of boat

Boat owner Sundarpur Baulabandha Ramagarh Arakhakuda Total

Owned 11.54 17.24 9.52 13.64 13.33

Partnership 19.23 13.79 14.29 40.91 25.00

Hired 46.15 51.72 23.81 27.27 36.67

Others 23.08 17.24 52.38 18.18 25.00

Total 100.00 100.00 100.00 100.00 100.00

Impact
Table.6 indicates that 74 percent of the sample 
respondent do not have own or partnership boat. 
This indicates that the majorities of the population 
don’t have enough resources to purchase or made 
a partnership for the boat. The similar pattern was 
observed in all the villages except Ramargh where 
52.38 percent of sample respondents were depend 
on other for fishing activities. The table revealed 
that 51.72 percent respondents in Baulabandha and 
46.15 percent Sample respondent in Sundarpur hired 
the boat for catching the fish as compared to their 
counter parts Arakhakuda 27.27 percent and 23.81 
percent in Ramagarh. It indicates that the village 
Baulabhandha and Sunderpur have access to market 
as compared to counter parts. Only 11 to 17 percent of 
sample respondents have their owned boat for fishing 
activities. The reasons for low ownership of the boat 
because they do not have enough institutional credit 

support. Although two formal Institutions bank and 
SHG are operating in study area but the amount of 
credit was given not sufficient to owned the boat.

Table 7	Distribution of Respondents by ownership 
motorized and non motorized boat

Boat Sundarpur Baulabandha Ramagarh Arakhakuda Total

Motorized 11.54 10.34 4.76 6.82 8.33

Nonmotorized 19.23 20.69 19.05 47.73 30.00

Not own
 69.23 68.97 76.19 45.45 61.67

Total
 100.00 100.00 100.00 100.00 100.00

Impact.

Table 7- indicates that majority of the sample 
respondents (61.67 percent) do not have either 
motorized or non motorized boats .It means that 
majority of the respondent were depends on the mercy 
of commission agent and money lender. The table also 
revealed that less than 35 percent respondents have 
either motorized or none motorized boat in all the 
sampled villages except Arakhakuda the percentage of 
sample respondent (47.3 percent) have non motorized 
boat. It indicates that they are only depending on 
fishing activities as compared to their counterpart in 
other sample villages. It may be concluded from the 
table that fishing is a main occupation in Arakhakuda 
since long ago.

Table 8.	Distribution of Respondents by income group

Income Sundarpur Baulabandha Ramagarh Arakhakuda Total

30000 and less 23.08 20.69 19.05 18.18 20.00

30001- 40000 19.23 17.24 9.52 22.73 18.33

40001-50000 15.38 13.79 23.81 15.91 16.67

50001-60000 7.69 10.34 14.29 13.64 11.67

60001-70000 3.85 6.90 9.52 4.55 5.83

70001-80000 7.69 6.90 4.76 6.82 6.67

80001-90000 7.69 6.90 4.76 4.55 5.83

90001-100000 3.85 3.45 4.76 2.27 3.33

more then  
1 lac 1.54 13.79 9.52 11.36 11.67

Total 100.00 100.00 100.00 100.00 100.00

Impact

The data of the table 8 indicates that 55 percent of the 
sample respondents have income below Rs 50000 per 
year. A similar pattern observed have income more 
than 1 lakh in sample villages. The income was from 
all source of means The study was indicate that the 
people engaged in fishing activities in Chilika area 
was spending their life much below then the counter 
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parts in urban area. It requires serious efforts of state as 
well as central government to uplift their condition. So 
they can also join main stream of economic social and 
equitable distribution of growth. It was observed from 
findings of primary data that per capita income is much 
below in a study area as compared to national average 
which is more than 60000 per capita incomes per year 
per head. It is also providing further indication the 
state as well as central government should put more 
efforts or implements different welfare scheme to 
raise standard of living condition of population in 
the study area.

Table 9	Distribution of Respondents by Land size 
group

Size of land 
in Acre

Sundarpur Baulabandha Ramagarh Arakhakuda Total

Upto 1 acre 23.08 27.59 28.57 47.73 34.17

1-3 acre 38.46 34.48 38.10 27.27 33.33

4 to 5 acre 19.23 20.69 28.57 13.64 19.17

>5 Acre 19.23 17.24 4.76 11.36 13.33

Total 100.00 100.00 100.00 100.00 100.00

Impact

Table 9 indicates that 13.33 percent sample respondents 
fall in the category of medium and large farmers. 
The similar pattern was observed in all the villages 
except Ramagargh where only 4.76 perecent sample 
respondent fall in this category. The majority of the 
respondent in the study area belong to the category 
of small and marginal farmers. It is evident from the 
table that the study area is also fellow national land 
holding patterns where 82 percent farmers belong 
to this category small and marginal. The condition 
of the sample respondents was observed very bad 
in the village of Arakhakunda where 47.73 percent 
respondent having land holding of 1 acre or below. It 
indicates that in this village condition of fisher farmers 
is very worst. It is immediately both required Central 
as well state government intervention for the well 
being of fisheries farmers.

Table 10	Number of Fishers in Debts and Its 
Sources (multiple answers) N=120

Village Bank SHG Money 
lender

Relatives Friends Others Total 
sample

 Sundarpur 42.31 53.85 80.77 84.62 69.23 34.62 100.00

Baulabandha 44.83 41.38 82.76 68.97 51.72 31.03 100.00

Ramagarh 47.62 42.86 71.43 85.71 57.14 28.57 100.00

Arakhakuda 31.82 29.55 79.55 63.64 84.09 65.91 100.00

Impact

The majority of respondents depends for finance 
on different sources for example banks, SHG, 
moneylender, relatives, friends. The table 10 indicate 
interesting fact that less than 55 percent sample 
respondents have excess to institutional credit in study 
area. Another interesting fact that more than 70 percent 
respondents taking loan from money lenders. 85.7 
percent respondents of Ramgarh borrowing money 
from relatives fellowed by sundarpur (84.63 percent), 
Baulabhanda (68.97 percent), Arakhakunda (63.64 
percent) respectively. Intervention is required from 
formal financial institution to provide loan at lower 
rate of interest. It was also observed from the survey 
that money lenders are charging exoribated rate of 
interest (36-60 percent).

Hence the socioeconomic assessment indicates 
prevalence of high levels of poverty within villages 
in and around the lake. Surveys indicate that more 
than 70% of households living in the villages fall 
below poverty line as compared to the state average 
of 52%. Access to basic social amenities as clean 
drinking water and safe sanitation is limited to only 
16% of the population. Penetration of formal economic 
infrastructure for banking and credit is equally dismal. 
Assessments indicate that 76% of the populations have 
access to credit from local moneylender often paying 
exorbitant rates of interest. Given the fact the local 
community plays an important role in determining 
the ecological character of the lagoon, management 
planning needs to address their socioeconomic status as 
a pre-condition for achieving conservation and wise use.

5. Suggestions and Conclusions:
In order to improve the socioeconomic conditions of the 
poor fishermen of Chilika Lake some recommendations 
has been cited below.
1.	 There should be reactivated of the fishermen co-

operatives and some self help group offishermen 
to put forth their problems, hardships and offer 
solutions to their problems.

2.	 Role of middlemen should be shortening to enable 
the fishermen to sell their catch at appropriate 
price to get a good amount of profit.

3.	 Awareness program should be conducted 
periodically to educate the fishers about the use 
of the common pool resource without affecting 
the ecological condition of the lake.

4.	 Government should evolve suitable sustainable 
earning approach for this community particularly 
during ban period. Adequate compensation 
package and self sustainable approach of business 
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model should be paid to them during the period 
of banning which will certainly improve their 
living condition. 

5.	 Proper education facilities should be provided 
by opening schools, providing educational kits, 
pursuing the fishermen to get inclined towards 
schooling of their children and monitoring 
regularly the ongoing classes. 

6.	 In every occasion during the period of survey, 
the fishermen in the Chilika Lake complain about 
unauthorized fishing by prawn mafias and non 
fishermen communities. This problem should 
be tackled by the joint effort of Department of 
Fishery, and Chilika Development Authority 
Government of Orissa to prevent their entry.

7.	 The basic amenities like jetty, cemented bases at 
landing centers, roofed big house for keeping and 
weighing of fishes, proper weighing machine, 
cold storage, transport facility etc. should be 
provided by the government.

8.	 Sanction of loan should be provided with less 
interest.

9.	 The fishermen should be well aware of the 
different welfare schemes of government 
implemented from time to time. The government 
and NGOs should play a key role in this regard.

10.	 Implementation of more fishermen welfare 
oriented schemes including construction of 
low cost houses, coverage of more fishermen 
under the schemes like accident insurance and 
saving-cum-relief for overall socio-economic 
development of fishermen.
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Knowledge Management and Business Process Reengineering

Abstract: Knowledge management has recently become a trendy concept. 
Information and Communication Technologies (ICT) were thus positioned 
as a strategic resource that enables automation, monitoring, analysis and 
coordination to support the transformation of business processes. Business 
Process Reengineering (BPR) is a strategy of redesigning business 
operations to take full advantage of information technology and human 
resources. BPR is a management tool which became popular together 
with the generic process management philosophy of lean manufacturing. 
Business process reengineering has become a viable way of implementing 
lean structures. The concept at the core of the BPR is the need to stay 
competitive. Business process reengineering is complex and challenging. 
Many organizations are trying to switch over to knowledge management 
and develop a knowledge management strategy, often alongside ongoing 
BPR. KM includes a set of tools, such as social network analysis, gatekeeper 
theory, knowledge audit, process mapping and optimization, knowledge 
asset deployment, knowledge sharing improvement, informal network 
planning, communications design, development of networks of excellence 
and communities of practice, and succession planning.

Ajay Kumar* 

1. Introduction

Knowledge management has recently become 
a trendy concept. Many organizations are still 

unable to explain the term knowledge. They are unable 
to develop and influence knowledge to improve 
organizational performance. As organizations become 
more complex in structure, this result in fragmented, 
hard to locate, leverage, share and difficult to reuse 
knowledge. At the same time, organizations also 
experience the effects of the integration and evolution 
of information technology. Information Technology (IT) 
has long been tout as a means to improve productivity 
and competitiveness. However, there is significant 
evidence that this has not occurred. One explanation 
is that past use of IT focused on the automation of 
established practices. This approach had the effect of 
enhancing or automating subsystem processes or tasks 
in the overall process. Many of these old processes 
evolved with time and contain tasks that do not add 
value to the product or service. Thus, investment 

in information technology showed little impact on 
economic measures of productivity. While information 
systems continue to serve traditional business needs 
such as coordination of production and enhancements 
of services offered, a new and important role has 
emerged, namely the potential for such systems to 
adopting a supervisory or strategic support role. 

Information and Communication Technologies 
(ICT) were thus positioned as a strategic resource 
that enables automation, monitoring, analysis and 
coordination to support the transformation of business 
processes. However, many organizations are now 
attempting to enhance their performance through 
Business Process Reengineering.

Business Process Reengineering (BPR) is a strategy of 
redesigning business operations to take full advantage 
of information technology and human resources. In 
such an unstable environment, information system 
developers were challenged to develop systems that 
can meet the requirements of modern organizations. 

* Dr Ajay Kumar, Director, Tecnia Institute of Advanced Studies, Rohini, Delhi -110085
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The paradigms of Business Process Reengineering 
and Business Process Improvement contrast with 
traditional information system development that 
focused on automating and supporting existing 
business processes.
BPR is a management tool which became popular 
together with the generic process management 
philosophy of lean manufacturing. They represent a 
vehicle to develop company efficiency and customer 
satisfaction. Lean processes and BPR both stand for 
doing more with less and eliminating wastes. Things 
that are not of value to the customer are considered 
wasteful and eliminated where possible. The significant 
rate of failure of BPR projects is a source of concern. 
Recent research posits that the ongoing strategic 
development of reengineering requires a new dynamic 
impetus. Implementing KM strategy is believed to make 
the needed impact Reengineering as a Tool.
Business process reengineering has become a viable 
way of implementing lean structures. The concept at 
the core of the BPR is the need to stay competitive. This 
is achieved by a systematic, disciplined improvement 
approach. Business process reengineering is formally 
defined as the fundamental rethinking and radical 
redesign of business processes to achieve dramatic 
improvements. 
In order for a BPR project to be successful, a few shifts 
of concept have to be made. Thanks to decades of 
custom and practice, most people are predisposed to 
task-based thinking. Business process reengineering 
establishes the premise that none of the individual 
tasks matters if the overall process is not working. 
Rather than defining problems, people should possess 
the ability to recognize opportunities and powerful 
solutions. This requires the shift from deductive to 
inductive thinking. 
It is important that a BPR team does not take anything 
for granted. Part of understanding a process is not 
to accept the existing output as a given, or “known 
good”. This is sometimes referred to as the shift from 
an analytical to a synthetic way of thinking.

2. The Power of Knowledge
Business process reengineering is complex and 
challenging. Many organizations are trying to switch 
over to knowledge management and develop a 
knowledge management strategy, often alongside 
ongoing BPR. Knowledge is the capability of choosing 
the rational action for a certain purpose, and it is a 
major asset to a company if managed properly. The 
purpose of this paper is not to promote the advantages 
of knowledge management strategy, but to map the 
use of it within the business process reengineering

3. The Nature of Knowledge
Knowledge by itself is of little use. It can be manipulated 
to become valuable asset. Knowledge has to be capable 
of being identified, acquired, applied and stored for 
later use in order to be considered a competitive 
advantage. It is often sub-categorised into two forms, 
explicit knowledge and tacit knowledge. Explicit 
knowledge can be easily articulated and transferred 
to others. Tacit knowledge is personal knowledge 
residing in individuals’ heads or built into the working 
practices of the business over time. It is relatively 
difficult to articulate, codify and communicate.

4. Knowledge Management Strategy
Successful reengineering project can benefit from a 
knowledge management strategy. Such a strategy 
can outline goals, identify and clarify change 
needs, and provide a suitable way to respond to 
them. Organizations typically pursue five different 
knowledge management strategies: KM as business 
strategy, intellectual asset business strategy, personal 
knowledge asset responsibility strategy, knowledge 
creation strategy and knowledge transfer strategy.

5. Knowledge Management versus Business 
Process Reengineering
According to Bergeron knowledge management is 
best applied in times of stable processes and as follow-
on to a reengineering effort, not as a parallel process, 
because KM initiatives typically involve documenting 
and sharing information about what is, whereas process 
reengineering is about designing what should be. 
Process reengineering is concerned with benchmarking 
and best practices, implementing alternative business 
models and process optimization. The goal is to 
increase corporate competitiveness by eliminating non-
value-added steps, copying the methods of successful 
companies, and reducing unnecessary employees 
through intelligent downsizing. KM, in contrast, is 
about documenting and sharing practice through 
activities such as: knowledge audits, collaboration, 
communities of practice, knowledge mapping, 
mentoring, etc. This is commonly existing practice, but 
can include development of new knowledge through 
the constructive interactions that come from knowledge 
sharing and communities of practice Bergeron also 
posits as a fact that many KM initiatives fail because KM 
is performed in parallel with BPR initiative. The purpose 
of this article does not contradict this opinion as such. 
KM should not be applied as a parallel process. The 
greater opportunity arises where KM is implemented 
within the BPR process.
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6. Knowledge Management within Business 
Process Reengineering
To deliver successful reengineering projects, a company 
has to possess precise and deep knowledge about the 
processes it wants to change. To submit all of the high-
level processes to reengineering simultaneously is not 
possible for even the most radical of organizations. 
The business, after all, has to sustain itself as a going 
concern whilst change is implemented. Aspects of 
knowledge management strategy offer a good way 
to identify which processes should be prioritized in 
reengineering. If the objective of BPR is elimination 
of value-added steps, a clear idea of where value 
arises within the business is a precursor for effective 
implementation and eventual success. The ability to 
produce high value change in even end-to-end process 
development is questionable when the manager does 
not understand how value is implemented. All too 
often, the value chain depends on knowledge rather 
than the overt physical processes or infrastructure. 
These typically attract first attention, as they are 
the easiest targets in BPR. A fully effective project 
will start with a knowledge audit (of which there 
are various forms, often sourcing information from 
informal interviews across the company hierarchy) 
to determine both the intellectual capital that exists 
in the company, the knowledge value nexii, and the 
processes which drive the value chain. This may be 
followed by evolution of the KM strategy. There is 
another example of the way KM benefits BPR. It can 
make a contribution to reengineering development by 
enabling the move from solely analytic to synthetic 
thinking and understanding [1]. It is known that 
knowledge consists of both scientific and social 
constructs. Applied to the business, this point of view 
legitimises the acceptance of a wider variety of factors 
in analysis of business processes and promotes holism 
rather than simply “fact” based thinking. 

KM includes a set of tools, such as social network 
analysis, gatekeeper theory, knowledge audit, 
process mapping and optimization, knowledge 
asset deployment, knowledge sharing improvement, 
informal network planning, communications 
design, development of networks of excellence and 
communities of practice, and succession planning. 
A number of these are shared with conventional 
BPR. The ability to tailor knowledge processes as 
part of business change offers real opportunities to 
improve the outcomes of BPR. Understanding how 
tacit knowledge has shaped and is embedded in the 
baseline position prevents the fundamental mistake of 
reorganizing out experience, expertise and essential 
evolved processes. It allows the organization to plan 

staffing changes, developing the human resource base 
for the best exploitation of established tacit knowledge 
value. Succession planning, staff development and 
training can ensure good practice is retained and with 
care, help also to eliminate waste built into routines 
and established rituals of behavior

7. Conclusions
KM and BPR are complex research areas. There are 
inevitable overlaps in the tools used, notably process 
mapping and the various methodologies used with the 
process map. Whilst it is quite possible to use the tools 
of knowledge management within a BPR approach, 
there are merits in the broader understanding KM 
techniques (even KM strategy) can offer: the social 
nature of work; the need to ensure the fruitful 
development of tacit knowledge; identification of 
where value lies in the business to prioritise business 
development; and the acceptance of the importance of 
implicit knowledge in processes. Built into business 
change, implementation of KM strategies in the BPR 
domain can help to minimize the failure sources.
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A Study of the Contributing Factors for Enhancement of the 
Effectiveness of Training and Development

Abstract: Training is instrumental in upgrading the human resource of 
any organization and helps in keeping with the changing trends around 
the world. The long term success of any organization is dependent on 
training however its often seen that the organization underestimate the 
importance of Training due to which the desired results are not achieved. 
This article focus on the Factors which impact the Effectiveness of Training 
& Development of employees. It highlights the importance of followup 
study after training is done and the importance of feedback process during 
the training. This study also emphasize the importance of Organization 
support in order to enhance the effectiveness of Training.

Objective : The objective of this paper is to focus on the importance of 
effectiveness of the Training programme for the employees It identifies 
and discuss the factors which influence the effectiveness of the Training 
programme. It discuss the research done so far in assessing the effectiveness 
of training and the causal factors. It will help in designing an effective 
training programme which can yield the expected result.

Renu Bhardwaj*
Sandeep Kumar**

1. Introduction
Training helps the employee to perform better in 
their present job as well prepare them for the future 
roles and responsibilities.. With the introduction of 
globalization the need for trained and skilled Human 
resource is the key to gain competitive advantage 
(Drucker, 1999; Drucker et al., 1997).

Human resource is the most important resource for 
any organization so in order to attain competitive 
advantage organization need to optimize their 
contribution towards attainment of organizational 
mission and vision (Tuzun 2005)

Training is mandatory to make sure the organization 
has competent manpower to realize the organizational 
objective.

To enhance the effectiveness of Training and Job 
performance Training need analysis is mandatory to 
perform According to Heath field (2012) if organization 
provide training and education at the right time then 

it really pays off in excelling the organization objective 
and employees are more knowledgeable and feel a 
sense of belongingness. Its a proven fact that when 
employee perceive that organization is investing in his 
development through regular trainings then they are 
also very particular about their deliverable towards 
achievement of organization objective. (Elnaga & 
Imran 2013)

It depends very much on the Organization ability 
to learn and upgrade as per the growing trend. The 
companies are emphasing on importance of the 
learning organization .

Effectiveness of Training programme in an organization 
depends on various criteria. Training plan should be 
carefully designed after detailed study of the Training 
need analysis of the audience in consideration.

Before designing a successful training calendar there 
should be clarity of policies, job functions, goals and 
human resource philosophy of the company.

*Renu Bhardwaj, Asst. Professor, International Institute of Business Studies, Noida 
**Dr Sandeep Kumar, Professor, Department of Management, Tecnia Institute of Advanced Studies, New Delhi
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Training is influencing the attitude and behavior of 
employees which can be seen at the workplace. Training 
is becoming an integral part of the organization.

Organization has increased focus on the trainers and 
the training programs to enhance the efficiency. 

Here is what the companies are doing to enhance the 
Training effectiveness.
•	 The agenda for the training is discussed in the 

beginning of training session
•	 The hand outs are circulated so that the trainees 

can relate with the discussion
•	 The session plan need to be time bound and 

adherence to the session plan is mandatory
•	 Training is always interactive where trainees 

speak about their experience and suggestions 
which value add the discussion

•	 Regular feedback is sought at regular interval 
from the trainees to ensure their understanding 
of the concept.

•	 Evaluation is done with suitable testing 
methodology to ensure the understanding of 
the trainees. Experimenting new techniques at 
regular intervals which are effective for learning.

One of the factor which cannot be ignored is the 
expertise of the Trainer in transferring the learnings 
and seeking feedback to check the understanding is 
mandatory during the training. The importance of 
the follow-up study to keep a check on the progress of 
action plans of improvement chalked out during the 
training programme.

The primary objective of conducting training should 
be clear to ascertain the effectiveness of training. If the 
objectives are not well defined before, the session plan 
cannot be planned and so the desired objectives and 
result cannot be attained after training.

The assessment of Training need analysis is yet another 
important basic criteria as Training need to be specific 
as per the need of the trainees else it will not be able 
to benefit the areas of improvement for employees.

Scope of the study: The research article will help the 
organization to understand the importance of Training 
as dispensable tool to upgrade the human resource. 
The Organization will be particular about the Effectives 
of Training, it will increase the focus on contributing 
factors which enhance the effectiveness of a training 
programme This will help in the optimum utilization 
of the resource of training and subsequently maximize 
the organizational productivity and performance.

Research Methodology: The paper is written with the 
reference collected from the Secondary data.

2. Literature Review
The research work done so far indicates that the 
effectivess of training depends on structural design of 
training programme, trainers ability and environment 
in which training takes place. However the audience 
or trainees receiving the training cannot be ruled out. 
Result of training is greatly influenced by the trainees 
capability and self efficacy.

Kirkpatrick (1998) studied evaluation process of 
training and gave hiearchial model of evaluation based 
on four factors like 1 trainee reaction to the content of 
the training programme, 2 knowledge and learning of 
the trainee 3 behavior change after training acquisition 
4 result delivered in terms of turnover, productivity, 
behavioral change etc.

According to Dayal (2001) Trainers should be clear 
about two objectives (1)the training objectives (2) the 
content of training and the methodology used for 
training.

According to Kalemci (2005) the recognition of 
methods of training and the techniques of measuring 
the effectiveness is important criteria for the success 
of any organization.

According to Haywood (1992) out of the factors which 
impact the effectiveness of training is the human 
resource policy of the organization. Too many training 
programme complicates the main focus and reduces 
the effectiveness of training.

Trainees attitude, ability and motivation decides the 
success of the training programme Zaciewski (2001).

Bidhi (2005) further researched that if the Management 
is not supportive and the organizational environment is 
not favorable then the learning cannot be implemented 
by the trainees post session.

Saks and Haccoun (2007) said that the effectiveness 
of training depends on the emotional state of trainee 
like his motivation level, ability, self control and 
his understanding of the organization. Bumpass 
(1990) said that trainees attitude and how motivated 
he is towards the training influence the training 
effectiveness. 

Fisher and Ronald (2011) said that there has to be an 
undertanding between the Trainer and Trainee, if the 
outlook is broad then healthy exchange of learning 
can happen. Driskell (2011) mentioned that training 
effectiveness depends majorly on the kind of training, 
content of training course material and the expertise 
of the trainer.

Dahiya and Jha (2011) said that training program 
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implementation involves four steps planning, program 
implementation, program evaluation and follow 
up. They said that training is complete only after 
assessment of methods and results.

Tabassi et al (2012) concluded that trainees motivation 
and his attitude towards learning enhance the 
employee productivity and he tries to optimize his 
learning during the training programme.

Rama and Vaishnavi (2012) said that after training 
there should be regular assessment to evaluate the 
learining gained out of training and the result obtained 
should be linked to the performance plan.

3. The Contributing Factors in Enhancing 
the Training Effectiveness
Management Support: The support of the Organization 
and the Management is very important. The budget 
allocated for training .depends on the Management 
perception about the relevance of training. Management 
should understand that Training is instrumental in 
upgrading the skills and knowledge of the employee. 
Its a necessary investment towards human resource 
and helps in achieving the competitive advantage. Post 
training the implementation of new ideas and learning 
by the trainee also require. Management support.

The Management should link the performance of the 
Trainee to Annual Performance appraisal system as it 
will enhance the motivation level of the Trainees and 
promotes growth.

The Training Need Assessment: Based on the 
weekly or monthly performance report Training 
Need Analysis is done by the reporting Manager of 
the respective department and is conveyed to the 
Training department. Its a time taking ongoing process 
comprising off periodic written assessment, and other 
evaluation exercises. If the assessment is not effective 
enough the whole exercise will be futile and will result 
into identification of wrong Training needs and will 
be a waste of time and resource. The capability of the 
Manager is crucial in this regard as he need to be well 
versed with the detail of the process.

Objective of Training: The effectives of the training 
depend on the clearly defined objectives. The objective 
of learning should be written and clearly defined. 
The objective is the basis for the content design and 
training methodology used. The objective should 
be conveyed to the trainees. Trainer should make 
the trainee understand the benefit they will get after 
fulfillment of objective…

Trainer Expertise: Effectiveness of the Training 
Programme depend majorly on the Trainers expertise. 
The trainer should be knowledgeable and should have 

absolute clarity of the content of the Training. The 
trainer need to be an expert in the delivery skills, he 
should be able to communicate the content effectively. 
The trainer should be flexible enough to change the 
training methodology to suit the requirement as and 
when required. The communication skills should be 
excellent. Trainer should understand the importance 
of feedback and should seek feedback on regular basis 
from the Trainees .to evaluate their understanding. The 
Trainer need to be approachable so that the Trainees 
feel comfortable in clarifying their doubts. Regular 
assessment should be conducted by the trainer to 
check the progress.
Trainee ability : The effectiveness of training depends 
on the self efficacy and knowledge of the trainee. The 
trainee should be motivated .enough to make the 
best use of the training opportunity. He need to give 
importance to the training he is enrolled into. Post 
training he should be capable enough to transfer and 
implement the learning. Trainee should be receptive to 
the feedback received and should implement the same.
The Content: The Content also influence the 
effectiveness of the training programme. The Content 
should cover all the areas of learning with relevant 
examples. It should be simple and not complicated. 
Handout should be provided to the trainees as a 
support reference.
Methodology of Training: The Effectiveness of 
Training is influenced by the Training methodology. 
Trainer should choose the best methodology which 
suits the Trainees receptivity and support learning. 
Trainer should not be conservative in switching 
over the methodology if the need arises. Trainer 
should use blended approach of learning approach 
which included traditional methods as lectures, 
demonstrations as well as the computer based learning 
or online classes.
Implementation of Training: To enhance the 
effectiveness of Training, the trainees should be 
encouraged to implement their learning and innovative 
ideas. The Management should encourage them to take 
initiative and contribute effectively for Organizational 
objective
Evaluation: To enhance the Effectiveness of Training 
evaluation of learning post training is required. 
Trainer should seek regular feedback to assess the 
comprehension of his deliverables, necessary follow-
up study at regular interval need to be conducted to 
check the progress of the action plan made by the 
trainee.
Comparison of pre and post training should be done 
to assess the effectiveness. This helps in improvising 
the training programme and enhance effectiveness.
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4. Conclusions
To keep update with the changing trend Organization 
is using Training as a indispensable tool to gain 
completive advaltage.

To gain competitive advantage Organization need 
to enhance the effectiveness of Training as this is the 
only way by making the human resource competitive 
and be better than the competitors. Training promotes 
employee to acquire new skills, sharpen the existing 
skills, enhance their performance and contribute 
meaningfully in organizational objective and evolve 
as a leader will help to empower employee and raise 
the standard of their performance and work life. 

The Organization should understand Training as 
the most important tool for employees development 
and for the growth of the organization in the era of 
Globalization.

To achieve the best result out of the training programme 
organization should focus on the factors that influence 
the effectiveness of the training programme.

The Organization and Management support ,Training 
Need Analysis, Objective of Training, Trainers 
Ability, Training Content, Trainee ability, Training 
methodology devaluation. are some of the important 
factors which affects the Training programme 
effectiveness.
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Role of Values and Ethics in Business: An Empirical Study

Abstract: Business ethics is one of the most discussed topics in this 
millennium, and one of the most conflicting subjects. Unfortunately, 
people nowadays believe that ethics is not related to any type of religion, 
but is a habit gained from culture, family upbringing and society. The 
Macquarie Dictionary defines ethics as “...a system of moral principles by 
which human actions and proposals may be judged good or bad or right 
or wrong”. In a business context, ethics (or the lack of them) influence 
corporate behaviour. In the popular mind, business ethics are inextricably 
linked to notions of honesty, integrity, trust, accountability, transparency 
and social responsibility. 

Ethics deal with “what that ought to be”. Patrick and Quinn (1997), 
defined ethics as the study of individual and collective moral awareness, 
judgment, character and conduct. 

Ethical values serve the ends of human well-being; the well-being promoted 
by ethical values is not personal and selfish well-being; No one person’s 
well-being is to be counted as more worthy or valuable than any other’s; 
Ethical values promote human well-being in an impartial way. The main 
purpose of this research paper is to explore importance of ethical values 
and business ethics in today’s globalized world of high competition and 
to create awareness about concept and essence of ethical values and 
business ethics for sustainable progress in this globalized world. Research 
methodology comprises real data – primary and secondary as well based 
upon Personal Interview Method, Telephonic Interview Method and 
Questionnaire Method. Research relates to re-exploring the facts which are 
already with us. Knowledge lies in reviewing and finding new possibilities 
in information. Research helps in making new innovations to pursue for 
betterment of our existing awareness. The study emphasizes the essence 
of ethical values; business ethics and social ethics as backbone in the field 
of business. 

Keywords: Business, Business Ethics, Ethical Values, Globalization, 
Ethics, Sustainability
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1. Introduction

Recent global corporate scandals have done long-
lasting damage to the reputations of some of our 

most important civic institutions and businesses. 
21st Century has opened many corporate ethical 
scandals that have harmed millions of employees and 
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investors and sent shock waves to the business world. 
To name a few – Manu Chabra Group for wrecking 
the fortunes of about half a dozen companies and 
facing investigation on FERA violations, the Harshad 
Mehta epic stock scam, ITC’s violation of excise laws, 
the recent UTI scam, the recent Adarsh, Kansal, 
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used to judge human action’. Example: ‘he is a very 
honorable person who always acts accordingly to 
his ethics’ (Macquarie Dictionary, 2006:191). Oxford 
Advanced Learner’s Dictionary defines the word 
‘ethics’ as “moral principle that govern or influence 
a person’s behavior”. Ethics is thus a benchmark 
of human behavior. The conduct of human beings 
is influenced either by the emotions of life or the 
actions people perform in different situations. The 
coordination of action and emotions generates ethics. 

2. Rationale of the Study
In this world of competition and globalization the 
challenge is to manage the business ethics and ethical 
values in an appropriate and standardized way. 
To survive in today’s tough competitive business 
environment and to introduce sustainability in 
our business, ethical values and business ethics is 
mandatory to apply in practical form. Right and wrong 
defined by different people may manifest diverse 
thinking, motivated by each individual’s personal 
values. Within a work environment, the cultural 
values that drive business decisions are critical to 
the organization’s credibility with its employees, 
customers, and shareholders. Today, in business, 
value is about prioritizing individual and operational 
values for the workplace and establishing codes of 
value and codes of conduct that ensures that employee 
behaviors and the internal systems are aligned with 
those values which in turn affects the performance 
of the organization. Key leadership with appropriate 
values establishes the moral compass that guides 
the organization through the complexities of what is 
right and wrong and how management and staff are 
therefore expected to behave. Critical then, becomes 
the ability to manage for ethical outcomes—this is 
values-based management.

Values provide the basis for judgment about what 
is important for the organization to succeed in its 
core business. Values are traits or qualities that are 
considered worthwhile; they represent an individual’s 
highest priorities and deeply held driving forces. The 
need of the study arises for the purpose to make an 
appropriate balance between the ethical values in 
business with the profits of its concerned institute.

3. Objectives of the Study
•	 To identify reasons why the study of ethics is 

important.
•	 To explain the nature and meaning of business 

ethics.
•	 To identify the status of business ethics and ethical 

values.

CWG and 2G spectrum scam. Key constituents – 
employees, investors, and community members – no 
longer trust or respect many institutions as much as 
they once did. Meanwhile, increased transparency 
and connectivity have enabled greater access to 
previously private information. The way to thrive 
in this era of increased public scrutiny is to put an 
introduction to business ethics training at the core of 
how corporations conduct business, and by tangibly 
demonstrating they have nothing to hide. “Doing 
what’s right” represents a sustainable way to create 
competitive advantage. The path to operationalizing 
ethical capitalism requires formalizing an introduction 
to business ethics, grounded in a code of ethics, not 
just at the top, but throughout the organization. 
Over time, ethical leadership fosters and sustains 
enduring corporate cultures that self-govern around 
corporate values and set forth a code of conduct that 
meets the highest standards. Now the time has come 
that managers, CEOs, MDs and owners of business 
organizations will have to rethink about business 
ethics which include honesty and respect for company 
assets; no compromise with quality and competence; 
embracement of diversity and respect of dignity of 
fellow employees; respect of customers’ needs and 
values; and so on. These traits help in making the 
business sustainable. Now what is business ethics?

The word “ethics” is derived from the Greek ethos, 
meaning “customary” or “conventional.” Ethics is built 
on good work practices & what is right; it provides 
general guidelines on good behavior/conduct of 
individuals, group, organization as a whole. Ethics 
determiners what is right or wrong and choosing what 
is right. Ethics governs the behavior and conduct of 
individuals/groups in the workplace. Ethics is one of 
the hallmarks of a well run Company. Ethics can re 
assure investors/stakeholders about the Company’s 
approach to its non financial risks. Ethics also help 
to protect/enhance Corporate/business reputation. 
Example, corporate image/branding,). To be ethical 
in the sense of ethos is to conform to what is typically 
done, to obey the conventions and rules of one’s society 
and religion. Ethics involves a discipline that examines 
good or bad practices within the context of a moral 
duty. Moral conduct is behavior that is right or wrong. 
Business ethics include practices and behaviors that are 
good or bad. Ethics is defined as ‘a theory or a system 
of moral values: ‘an ethic of service is at war with a 
craving for gain’ (Gregg Easter brook). Ethics may 
also be defined as ‘the branch of philosophy that tries 
to determine the good and right thing to do; choices 
regarding right & wrong, (Dictionary of Business). 
Ethics (plural, noun): ‘the system of beliefs and rules 
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•	 To realize the contribution of business ethics and 
ethical values in sustainable development.

•	 To create awareness about business ethics 
and ethical values for the benefit of industry, 
employees, customers, consumers, shareholders 
and society.

•	 To study how business ethics and ethical values 
standards improve productivity, profitability and 
quality of an organization.

4. Research Methodology
Research methodology used during the study 
conducted in this research paper is based upon real 
data – primary as well as secondary. To conduct 
this study, exploratory qualitative approach was 
in practice. Theoretical frame work was developed 
from the literature, data collected from the multiple 
sources of evidence in addition to books, news papers, 
journals, websites and other professional magazines. A 
survey was conducted, based on refined questionnaire 
(reviewed by four experts who had years of experience 
in the sector of business management) with senior 
managers, CEOs, and mangers/officers. Apart from 
these some support personnel (employees of the 
organizations) were also contacted to make this paper 
more real and worthy. In this research paper we have 
discussed empirical study of Cadbury, Nestle, (Tata, 
Sail, Maruti, ONGC, Wipro, Reliance, and Infosys. 

5. Review of Literature
Research on business ethics is rampant these days due 
to the latest financial scandals that were attributed to 
extorted work ethics practiced by the various financial 
institutions in their actual dealings. Questions have 
been asked to assess the role of educational institutions 
in preparing students in the area of business ethics. 
However, to add clarity to the above mentioned issue, it 
is necessary to clarify that the term ethics refers to right 
and wrong conduct within a frame of rules and principles

Marcoux (2008, Para. 4) contends that “business 
ethics is probably as old as trade itself. If law is a 
rough guide to widely - held moral intuitions, the 
Code of Hammurabi (1700s B.C.) was civilization’s 
early attempt to establish the moral boundaries of 
commercial activity, concerning prices and tariffs 
and laying down both rules of commerce and harsh 
penalties for noncompliance. Aristotle’s Politics (300s 
B.C.) explicitly addresses commercial relations in its 
discussion of household management. Judeo-Christian 
morality as expressed in the Talmud (200A.D.) 
and in the Ten Commandments (Exodus 20:2-17; 
Deuteronomy 5:6-21) includes moral rules that are 
applicable to commercial conduct”.

Jones and George (2009) “ethics are the inner guiding 
moral principles, values, and benefits that people use to 
analyze and interpret a situation and then decide what 
is right or the appropriate way to behave”. Whenever 
the word ethics is found, it is correlated with the word 
ethical dilemma. Jones and George (2009) manifest 
that “an ethical dilemma is the quandary people find 
themselves in when they have to decide if they should 
act in a way that might help another person or group 
even though doing so might go against their ownself-
interest” (p.141).

Hosmer, (1991) believes that “business ethics is just the 
broad understanding and appreciation of business life” 
(Solomon, 1994, p.1). Whereas, Peter Drucker, the guru 
of management, sees that “Business Ethics” is rapidly 
becoming the “in” subject that is replacing yesterday’s 
“Social Responsibility” (Drucker, 1981, p. 18).

Peterson, Rhoads and Vaught (2001) also found that 
age was a significant predictor of ethical behavior. 
They report that older people possess higher ethical 
beliefs, and are less likely to be influenced by people 
around them at work and at home. This finding is 
intuitively appealing, and is in line with a number 
of moral development models such as that proposed 
by Kohlberg (1969). Other studies, however, such as 
Cortese (1989), found that age was not significant. Both 
Dawson (1997) and Peterson et al. (2001) reported an 
interaction between age and gender. Their findings 
suggest that ethical attitudes develop at different rates 
for each gender, with the differences diminishing as 
age increases.

Merchant (2013), managers who want employees to 
behave ethically must exhibit ethical decision making 
practices themselves. “A company’s managers play an 
important role in establishing company’s ethical tone. 
If managers behave as if the only thing that matters 
is profit, employees are likely to act in a like manner. 
A company’s leaders are responsible for setting 
standards for what is and is not acceptable employee 
behavior. It’s vital for managers to play an active role 
in creating a working environment where employees 
are encouraged and rewarded for acting in an ethical 
manner” (Para.15).

6. Factors Impacting Business Ethics
There are various factors that may directly or indirectly 
have an impact on business ethics, be it gender, age, or 
cultural values, in addition to those that are business 
related. According to Perryer & Jordan (2002), there is 
a body of literature that suggests that men and women 
differ in the way they perceive and resolve moral 
and ethical dilemmas. They cited Gilligan (1982) who 
believed that while men are more likely to consider 
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rules, rights and fairness, women are more likely to be 
concerned with relationships, compassion and caring. 
This difference is generally considered to be the result 
of gender socialization in early childhood. Traditional 
girls’ games involve indirect competition, and are 
more concerned with inclusion and turn-taking, while 
traditional boys’ games tend to have more complex 
and rigid rules, and involve competing against others 
within the parameters of these rules (Dawson, 1997).
However, most of these studies examined gender 
differences in particular societies, professions or 
business courses. Perryer & Jordan (2002) found out 
that until recently, less attention has been given to the 
possible influence of cultural values on attitudes to 
ethics, despite the extensive body of literature attesting 
to cultural difference. This seems to be an important 
area for research in an era of increasing workplace 
diversity (p. 370). Moreover, the authors believe that 
recent studies that have examined the influence of 
culture have generally found it to be a significant 
predictor of ethical behaviors or attitudes, and that 
values acquired at home through gender socialization 
during childhood, and through moral development 
in general influence attitudes to ethical issues; in 
addition to the fact that shared values acquired from 
organizational life, through company’s codes of ethics, 
socialization and management example, are also likely 
to influence attitudes to ethical issues (ibid, p. 371). 
Consequently, any studies that attempt to understand 
the influence of gender and age on ethical attitudes 
and behaviors should ensure that the effect of cultural 
value systems is taken into account.

7. Ethical Values and Business Ethics of 
Cadbury
Cadbury is one of the world’s largest confectionary 
manufacturers. Cadbury believes that good ethics 
and good business go together naturally to produce 
the best long-term results for all the stakeholders. 
Cadbury’s vision is to be the biggest and the best 
confectionery company in the world. Its success is 
sustained by understanding and responding to the 
needs of consumers, customers, suppliers, colleagues 
and citizens. Its values are based upon performance, 
quality, respect, integrity and responsibility, honesty, 
openness and courtesy. This means everyone in 
Cadbury acts in an ethical way to protect and promote 
the company and its reputation among the people and 
communities it does business with. Cadbury maintains 
ethical sourcing standards and develops sustainable 
agriculture programmes such as the ‘Cadbury Cocoa 
Partnership’. Cadbury recognizes its environmental 
responsibilities. It reduces environmental impact, in 
particular targeting carbon, packaging and water use, 

within its broad ‘Purple Goes Green’ environmental 
programme.

8. Ethical Values and Business Ethics of 
Nestle
Nestle is the world’s leading nutrition, health and 
wellness company. With over 276,000 employees, 
the company has operations in almost every country 
in the world. The people know more by brands 
and the portfolio covers practically all food and 
beverage categories, with market leaders like Nestle, 
DRUMSTICK, NESCAFE, STOUFFERS, KITKAT, 
Nestle GOODSTART, Nestle PURE LIFE and PURINA, 
to name a few. Since its founding, Nestlé’s business 
practices have been governed by integrity, honesty, fair 
dealings and full compliance with all applicable laws. 
Nestlé’s employees worldwide have upheld and lived 
this commitment in their everyday responsibilities 
ever since, and Nestlé’s reputation remains one of the 
Company’s most important assets today. The Nestle 
Corporate Business Principles prescribe certain values 
and principles which Nestle has remained committed 
worldwide.

Ethical Values and Business Ethics of (TATA, SAIL, 
MARUTI, ONGC, WIPRO, RELIANCE, an INFOSYS)

The Tata Group has always sought to be a value-
driven organization. These values continue to 
direct the Group’s growth and businesses. The 
five core Tata values underpinning the way we do 
business are: Integrity; Understanding; Excellence; 
Unity; and Responsibility. SAIL (Steel Authority of 
India) is to be a respected world Class Corporation 
and the leader in Indian steel business in quality, 
productivity, profitability and customer satisfaction. 
Maruti Udyog: We believe our core values drive us 
in every endeavor: Customer obsession; flexible and 
first mover; innovation and creativity; networking 
and partnership; openness and learning. ONGC: To 
be a world-class Oil and Gas Company integrated 
in energy business with dominant Indian leadership 
and global presence. The Spirit of Wipro is the core 
of Wipro. Spirit is rooted in current reality, but it also 
represents what Wipro aspires to be – thus making 
it future active. The Spirit is an indivisible synthesis 
of all three statements: Manifesting intensity to win; 
Acting with sensitivity; and being unyielding on 
integrity all the time. Reliance Industries: Reliance 
believes that any business conduct can be ethical only 
when it rests on the nine core values of: Honesty; 
Integrity; Respect; Fairness; Purposefulness; Trust; 
Responsibility; Citizenship; and Caring. Growth is care 
for good health. For Reliance Industries: Growth is care 
for safety; Growth is care for the environment; Growth 



39Role of Values and Ethics in Business: An Empirical Study

Tecnia Journal of Management Studies Vol. 9 No. 2, October 2014 - March 2015

is conservation; Growth is betting on our people; 
and Growth is thinking beyond business. Infosys 
Technologies is a globally respected corporation that 
provides best-of-breed business solutions, leveraging 
technology, delivered by best-in-class people and 
achieves its objectives in an environment of fairness, 
honesty, and courtesy towards our clients, employees, 
vendors and society at large. Ethical Values of Infosys 
Technologies are: Customer Delight; Leadership; 
Integrity and Transparency; Fairness; and Pursuit of 
Excellence.

9. Survey Results
The survey results of the study are as follows:

(1)	 98 % of the respondents believed ethics and 
compliance programs are essential to corporate 
governance.

(2)	 80% of those surveyed had developed codes of 
ethics beyond those required.

(3)	 90% included statements concerning the 
company’s obligation to its stakeholders.

(4)	 Research has shown that consumers give 
preference to companies that adopt CSR practices.

	 According to the 2002 Edelman Strategy of Survey 
of Opinion Leaders, 76% would switch to a 
company with strong CSR practices, if price and 
quality are equal to non-CSR competitors. In the 
same survey, 75% surveyed reported they would 
give a CSR company the “benefit of the doubt” if 
the company were subjected to negative publicity.

(5)	 52% of employees observed at least one type of 
misconduct in the workplace in the past year, 
with 36% of these observing at least 2 or more 
violations.

(6)	 Types of misconduct most observed by employees 
include:

•	 21% observed abusive or intimidating 
behavior towards employees.

•	 19% observed lying to employees, customers, 
vendors, or the public.

•	 18% observed a situation that places 
employee interests over organizational 
interests.

•	 16% observed violations of safety regulations.

•	 16% observed misreporting of actual time 
worked.

•	 12% observed discrimination on the basis of 
race, color, gender, age or similar categories.

•	 11% observed stealing or theft.

•	 9% observed sexual harassment.

(7)	 69% of employees report their organizations 
implement ethics training.

(8)	 65% of employees indicated their organizations 
have a place they can seek ethics advice.

(9)	 55% of employees who observed misconduct at 
work reported it to management.

(10)	 Reasons Why Employees Do Not Report 
Observed Misconduct: 18% of the employees do 
not know – Who to contact; 24% employees do 
not care they feel – Someone else would inform; 
39% of the manpower fear no Anonymity; 46% of 
the human resources fear Retaliation; and 59% of 
the employees think there is no corrective action.

10. Key Findings
(1)	 Ethical Values and Business Ethics help to 

improve productivity, profitability, quality, 
public image and brand value of an organization 
in this world of globalization.

(2)	 Ethical Values and Business Ethics are very 
effective to achieve sustainable development of 
an organization.

(3)	 There is limited attention to ethical values and 
business ethics in India. Business environment 
in India is not favorable for business ethics and 
ethical values. There is utmost need to educate the 
employees as well as managers and even some of 
the owners, CEOs and MDs also about business 
ethics and ethical values.

(4)	 Business must maintain the highest standards of 
behavior for the benefit of industry, employees, 
customers and society only with the help of 
ethical values and business ethics. The best way 
of promoting high standards of business practices 
is through self regulation through ethical values.

11. Suggestions
The real test of these values comes from the resulting 
action. It takes a concerted, company-wide effort, 
beyond inserting these words in an employee manual, 
to make it happen.
(1)	 Management must lead by example. Good ethics 

should be most noticeable at the top. Every 
employee must be accountable to the same rules.

(2)	 A corporate values or ethics initiative must be 
“sold” and “marketed” aggressively throughout 
a company. Every forum and medium should be 
used to spread the good message. Of course, it 
will only be credible if the company is practicing 
what it preaches.

(3)	 Training must be provided to get everyone on the 
same page. It’s easy to ignore a motivational speech 
or pass by a poster, but spending time learning 
about the issues will have a lasting impact.
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(4)	 Both you and the company must be in it for the 
long haul. The ethics fervor should extend to the 
next generation of employees. The longer it lasts, 
the more ingrained the principles will become. 
Despite failings of some, there is plenty of room 
at the table for good ethics and profitable business 
to reside. Together they can lay the cornerstone 
for a secure and prosperous society. These ten 
values you can put in the employee manual and 
mean it.

12. Conclusions
The research presented in this paper provides some 
timely insights into the elusive dynamics driving board 
perspectives of the ethical dimensions of corporate 
life. It identifies some of the obstacles to a more robust 
engagement with modern day ethical challenges - 
challenges that arise from the idea that business is 
essentially asocial institution that is responsible for 
its social and environmental footprint as well as its 
economic performance. 

Lastly in this paper, we conclude that ethical values and 
business ethics act as a vital tool for removing unethical 
practices and various scandals that are occurring 
frequently in this hi tech world of competition and 
globalization. . Apprehension is that such practices 
are creeping into general ways of life which are 
bound to prove detrimental to our social life. There 
is great need to educate the employees, managers, 
administrators, CEOs, MDs and even owners of the 
business organizations regarding ethical values and 
business ethics along with technical and corporate 
trainings so as to make our customer and consumers 
delighted, thus leading to business sustenance and to 
survive in today’s globalized world.

Corporate crimes and scandals remind us of the fragility 
of business ethics. Yet boards continue to rely on the 
personal moral standards of their members rather than 
treating business ethics as a collective responsibility 
beyond individual predispositions. Clear statements 
of and commitments to, ethical business principles can 
act as a powerful counterweight to the rampant pursuit 
of individual gain or self-aggrandisement within the 
corporation. There is little disagreement that it is the 
board’s role to lead this process and set the necessary 
ethical ‘tone’. Boards that step-up to this challenge 
ensure that the business is driven by a set of shared 
principles that offset the absence of universal moral 
principles. 
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WTO and India’s Exports Performance

Abstract: The creation of WTO aimed at promotion of the world trade 
and to achieve it, one of the objectives was to have greater integration of 
developing countries into global trading system and so directs its activities 
towards liberalisation of trade through reduction and removal of tariff 
and non-tariff barriers among member countries. The WTO follows the 
principle of non-discrimination i.e. not to discriminate between trading 
partners and adopted Most Favoured Nation and National Treatment 
that tend to create conducive trade environment for developing countries 
like India. There are prospects of substantial expansion in India’s exports 
through policy of liberalisation adopted by WTO. The present paper 
is an attempt to have a cross country analysis of export performance, 
consisting of India and selected developed and developing countries and 
also gives detail of the scenario of growth, direction, and structure of 
India’s exports in the post WTO period and finally exhibit the factors and 
forces underlying India’s export performance during the concerned period. 

Keywords: Cross-Country Analysis, Liberalisation, Composition, 
Compound Annual Growth Rate

M. A. Beg* 

1. Introduction

The WTO emerged out of the General Agreement 
on Tariffs and Trade (GATT) negotiations with a 

mandate to extend and embed the global marketplace, 
not least, through the integration of developing 
countries (Narlikar, 2005). The creation of World 
Trade Organisation aimed at making global economy 
more progressive and developed through a medium 
of international trade. It deals with many trade 
negotiations and agreement like on agriculture, textile, 
TRIMS, TRIPS and services that will form a medium 
for better, smoother and fairer international trade 
among member countries. Trade liberalisation and 
greater market access has led to reduction and removal 
of many tariffs and non-tariffs trade barriers under 
different level of negotiations held under it. Since WTO 
has established, there are 161 countries as its member 
and all of them are bound to accept the rules lay down 
by WTO and in case of non-consent to any matter by 
the member country issue are settled down through 
negotiation and through dispute settlement body. It 

recognized the structural and economic challenges 
faced by developing countries, and provided them 
with some special and differential treatment. 

India being its initial member so is expected to be 
benefited by this membership. There are prospects of 
substantial expansion in India’s exports through policy 
of liberalisation adopted by WTO. The present paper 
isan attempt to assess the impact of WTO on India’s 
export performance under WTO regime. Export of a 
country depends upon various internal and external 
factors; however it is difficult to take up all in detail 
so effort has been made to find how far indicators of 
India’s export strength have undergone perceptible 
change during the post WTO period. 

2. Objectives 
•	 To examine the relative export performance of India 

in the context of few developed and developing 
countries in the pre and post WTO period.

•	 To analyse the growth, direction and structure of 
India’s exports during the post WTO period.

* Dr. M. A. Beg, University of Delhi
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3. Data and Methodology
The present study is based on data compiled from 
secondary sources. Major data sources are as follow: 
Monthly Statistics of Foreign Trade, Directorate 
General of Commercial Intelligence and Statistics 
(DGCI&S); Economic Surveys, Government of India; 
Handbook of Statistics on Indian Economy, RBI; WTO, 
International Trade Statistics. The published works 
of eminent economists and materials available from 
websites, libraries, magazines, journal, publications 
and standard books has also been referred for the 
present research study.

The direction and composition of exports have been 
analysed with the use of percentage and ratio methods 
by taking into account the yearly and over period 
changes in trade flows. The Compound Annual 
Growth Rates has been computed by using the semi-
log method.

4. Global Export Trends With Reference To 
India’s Relative Export Behaviour 
Globalisation is the way towards world development as 
it policies enables the developing countries to improve 
their competitive strength and stand along with 
developed nations. The world economic integration 
during 1990’s was the result of policy of WTO which 
demands trade liberalisation and dismantling of tariff 
and non-tariff barriers among world nations. The 
growing technological advancement and emergence of 
new economies gave further push to global integration 
process. The freerer trade as advocated by WTO has 
brought robust performance in world trade during past 
decade. At present, the greater part of international 
trade is governed by WTO. 

The inward-looking policy of international trade 
adopted in 1970s by most of the developing countries 
could not help their growing trade deficits and weak 
economic position. This ultimately led to the adoption 
of outward looking policy of export promotion 
which proved successful in promoting their external 
trade thereby leading to expansion of world trade 
during 1990’s. The proactive development strategies 
of developed and developing countries along with 
committed efforts of WTO had led to the expansion and 
diversification in world trade. Before the establishment 
of WTO it was the advanced economies of U.S.A., U.K., 
France, Germany, Japan etc. that dominated the share 
in world trade because their products enjoyed better 
competitive strength and had better accessing power 
in world market. However, even after the creation 
of WTO the share of above developed countries in 
world trade is significant but does not enjoys the same 
figure and position as before due to the emergence of 

developing countries of Asia and others which have 
captured some of their share in the world trade. 

5. Merchandise Export- A Cross Country 
Analysis
Ever since the establishment of WTO, there has been 
significant expansion in world merchandise exports 
generally, at a rate faster than global output, with more 
than double the value of export in past 19 years period. 
The world export has grew at CAGR of 6.8 percent 
(in 1995-2013) and the value of world exports was US 
$ 5164 billion in 1995, US $ 10495 billion in 2005 and 
US $ 18301 billion in 2013. In few years world annual 
exports has registered a negative growth rate of -1.6 
percent, - 4.1 percent and -22 percent in the year 1998, 
2001 and 2011 due to crisis in East Asian nations in 
1997,terrorist attack in US in 2001 and global recession 
and financial crisis during 2001 and 2011. Except for 
few years overall world export performance in post 
WTO period was satisfactory. 

6. A Comparison with Export Trends of 
Developed Nations
In the post WTO period, India’s export grew at 
compound annual growth rate of 12.9 percent which 
was more compared to U.S.A. (5.3 percent), Germany 
(5.5 percent), Japan (2.5 percent), U.K. (4.4 percent), 
France (3.5 percent), Italy (4.2) and Canada (4.6 percent). 
This performance can be considered as some progress 
in India’s relative export growth rate in post WTO. 

India’s value of exports in billion dollars and relative 
share in world exports is substantially low as 
compared to selected developed countries, which is 
though obvious due to various constraints faced by 
India in terms of structure, supply, capital, resources 
and capacity. India’s share in world exports is not 
remarkable but had crossed 1 percent share in 2006 to 
reach to 1.7 percent in 2013 from marginal share of 0.6 
percent in 1995 (see table 1). Though India’s share in 
world merchandise exports is not substantial but has 
increased throughout in post-WTO period and of few 
developed countries it has decelerated due to rise in 
the share of other countries.
The value of exports in billion dollars was registered 
highest for US followed by Germany and Japan. 
From the table 1 it could be observed that though the 
India’s value of exports is quite low compared to that 
of developed nations but reaching to US $313 billion 
in 2013 from the value of US $31 billion in year 1995 
is itself noteworthy. On the other hand, UK’s value 
of exports could reach only US $ 542 billion in 2013 
from US $ 237 billion in 1995. Likewise was the case 
with France, Italy and Canada. In terms of year of 
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year export growth rate, the ASEAN crisis of 1997 
led to negative annual export growth rate in selected 
developed countries in the year 1998 but India’s export 
growth rate remained stable with negligible growth 
rate at value of US $ 34 billion. The year 2009 was not 
conducive for world trade and due to global recession 
there was fall in value of export of almost all developed 
nations and India as a result world export growth rate 
sink to -22 percent. Though this negative growth rate 
in export was common for all the countries but was 
less intense for India (-6.6 percent) as the table 1 reveals 
this was due relative better economic policies and other 
trade strategy adopted by the Government of India.

Thus, through the analysis of data it is concluded that 
India’s value of exports in billion dollars and relative 
share in world exports is peripheral compared to given 
developed countries which is though obvious as India 
is still on the path of development and not yet fully 
developed so faces many bottlenecks in production 
and global capacity. What is noteworthy here is that 
it has shown an improved year of year export growth 
rate and compound annual growth rate compared 
with given few developed countries of the world and 
so this ascertains that the creation of WTO and better 
export promotion strategy had affected India’s export 
affirmatively.

Table 1: Value, Growth Rate and Share of Exports of Developed Countries and India in World in Post WTO 
Period

(Value in billion dollars, Growth Rate and Share in percent)

YEAR U.S.A. GERMANY JAPAN U.K.

VALUE YOY % SHARE VALUE YOY % 
SHARE

VALUE YOY % 
SHARE

VALUE YOY % 
SHARE

1995 585 14.0 11.3 523 22.8 10.1 446 12.3 8.6 237 15.6 4.6
1997 687 10.5 12.3 542 18 9.7 420 0.2 7.5 280 -2.0 5.0
1999 693 1.5 12.7 542 0 9.5 418 7.7 7.7 272 -0.7 4.8
2001 729 -6.7 11.9 571 3.6 9.3 403 -15.9 6.6 273 -3.9 4.4
2003 725 4.6 9.6 748 22 10 566 19.9 6.3 305 8.0 4.1
2005 906 10.6 8.7 970 6.0 9.3 595 0 5.7 383 10.7 3.7
2007 1148 12 8.3 1326 20 9.5 713 10 5.1 438 -2 3.1
2009 1056 -18 11.2 1126 -22 9 581 -26 6.2 352 -23 2.8
2011 1480 15.8 8.1 1474 17.1 8.1 822 6.8 4.5 473 16.8 2.6
2013 1580 2 8.6 1453 3 7.9 715 -10 3.9 542 15 3.0

CAGR

(1995-
2013)

5.3 5.5 2.5 4.4

Source: Calculation is based on data collected from WTO, International Trade Statistics

Table 1: Value, Growth Rate and Share of Exports of Developed Countries and India in World in Post WTO 
Period

(Value in billion dollars, Growth Rate and Share in percent)

YEAR FRANCE ITALY CANADA INDIA WORLD

VALUE YOY % 
SHARE

VALUE YOY % 
SHARE

VALUE YOY % 
SHARE

VALUE YOY % 
SHARE

VALUE YOY

1995 301 17.6 5.8 234 22.5 4.5 192 16.4 3.7 31 24 0.6 5164 19.4
1997 302 -0.9 5.4 246 -2.4 4.4 214 6.5 3.8 34 3 0.6 5591 3.5
1999 325 1.2 5.7 231 -6.1 3 238 11.2 4.2 37 8.8 0.6 5712 3.8
2001 322 -1.5 5.2 241 1.3 3.9 260 -6 4.2 43 2.4 0.7 6191 -4.1
2003 392 18 5.2 292 16 3.9 273 8 3.6 56 14.3 0.8 7586 16.9
2005 463 2 4.4 367 6 3.5 359 14 3.5 95 30 0.8 10495 13.9
2007 559 12.9 4 492 19.7 3.5 419 8 3.0 145 20.8 1.0 14012 15.6
2009 485 -21 3.9 406 -25 3.2 317 -31 3.3 165 -6.6 1.3 12531 -22
2011 597 14.1 3.3 523 17 2.9 452 16.5 2.5 296 32.7 1.6 18217 19.4
2013 580 2 3.2 518 3 2.8 458 1 2.5 313 6 1.7

CAGR

(1995-2013)

3.5 4.2 4.6 12.9 6.8

Source: Calculation is based on data collected from WTO, International Trade Statistics
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Table 3: Exports as Percentage of GDP at Market Price
YEAR EXPORT as Percentage of GDP

1980-81 4.6
1990-91 5.7
1995-96 8.9
2000-01 9.7
2005-06 12.4
2007-08 13.1
2009-10 12.9
2011-12 16.5
2013-14 41.8

Source: Calculation is based on data taken from RBI, Handbook of Statistics 
on India Economy

Table 4: Value, Growth Rate and Share of Exports and Imports of India in Post-WTO Period
(Value in million dollars, Growth Rate and Share in percent)

YEAR EXPORTS IMPORTS BALANCE OF 
TRADEVALUE GROWTH RATE % SHARE VALUE GROWTH RATE % SHARE

1995-96 31797 20.8 0.6 36678 28.0 0.66 -4881
2000-01 44560 21.0 0.7 50536 17 0.77 -5976
2005-06 103091 23.4 1.0 149166 33.8 1.3 -46075
2007-08 163132 29.0 1.0 251654 35.5 1.6 -88522
2009-10 178751 -3.5 1.3 288373 -5.0 2.0 -109621
2011-12 304623 21.3 1.67 489417 32.3 2.5 -184794
2013-14 314405 4.7 1.7 450200 -8.3 2.5 -135795

Source: Calculated from RBI, Handbook of statistics on Indian Economy

7. A Comparison with Export Trends of 
Developing Nations
In post WTO period, it was observed that India’s 
export grew at CAGR of 12.9 percent which was second 
highest after China i.e. 15.2 percent, among the given 
countries. India’s share in world merchandise exports 
reached to 1.7 percent in 2013 from 0.6 percent in 
1995 and was better than that of; Malaysia, Indonesia, 
Thailand and Brazil in 2013 (see table 2). This is 
definitely a good sign for India’s export growth and 
it can be considered that membership of WTO has 
opened market share for India. Share of China in world 
export rise from 2.8 percent in 1995 to 12.1 percent in 
2013. However the Share of few countries in world 
exports was better than that of India. 

In absolute figure, India’s export was US $ 31 billion in 
1995 which reached to US $ 313 billion in 2013 which 
was far behind China’s value of export of US $149 
billion in 1995 and US $ 2209 billion in 2013. However, 
in last 2-3 years, India’s value of exports has grown 
more than that of Malaysia, Indonesia, Thailand and 
Brazil as revealed from the table 2 given below.

In terms of year of year export growth rate, India has 
shown better performance when compared to Hong 
Kong, Malaysia, Indonesia, Thailand, Singapore and 
Mexico. Even during the crisis in Asian nations in 1997 
when export of many countries fall to negative India’s 
export remained stable and during the global recession 
of 2008-09 almost all the developing countries export 
growth rate decline to negative including India but 
then that decline was minimum for India.

So we have reached to the conclusion that India 
has performed better than few selected developing 
countries in recent years both in absolute and relative 
terms but there are few countries still ahead of India 
especially China so there is a need for greater self-
analysis on part of India. Rules and policies of WTO 
system had no doubt helped India in gaining share in 
world export trade but it is quiet behind its potential 
so need for government to have better negotiation in 

matters advantageous to country under WTO forum 
and should also adopt better export production and 
promotion strategy. 

8. Trends in Export Performance of India in 
the Post WTO Period 
WTO’s membership has posed both opportunities and 
challenges for India in international trade. Now it is 
upon country’s potential and strategy that how far it is 
able to exploit the trade opportunities and meet out the 
global trade challenges. The opening and liberalisation 
of economy has enabled India to achieve an increased 
export orientation of the economy as revealed by the 
increased ratio of exports to GDP in the post-WTO 
period compared to the pre-WTO period (table 3).

In the year 1995-96, India’s value of exports was US $ 
31797 million with reasonable annual export growth 
rate of 20.8 percent but however for 3 succeeding years; 
1996-97, 1997-98 and 1998-99, the annual export growth 
rate decline but remained positive for first two years 
but a negative growth rate of - 5.1 percent in 1998-99. 
In 1999-00, the annual export growth rate was 10.8. In 
recent years, India’s exports had witnessed a substantial 
growth rate especially in the respective years. However, 
in the year 2009-10, growth rate became negative with - 
3.5 percent due to global recession. In the year 2013-14, 
India’s export was US $ 31440 million. 
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sectors, and various policy issues undertaken by 
the Government of India for export promotion. 

However, this performance is not fully satiated as 
India’s has further potential to enhance her export and 
capture more share in world export so need to direct 
effort towards it. The role of WTO is also debatable 
here, especially in further reducing tariff and non-tariff 
barriers faced by Indian exports and also there is need 
to strengthen up negotiations stance at WTO to resolve 
various other trade issues. 

10. Compositional Structure of India’s 
Exports
The creation of WTO in mid-1990 has brought about 
perceptible change in world trade including member 
countries composition of export. Under WTO period, 
India’s merchandise exports have witness a shift in 
commodity composition with significant decline in the 
share of primary products and increase in the share of 
manufactured and petroleum products.

The table 5 illustrates that the share of primary 
products in country’s total exports was 22.8 percent in 
1995-96 which shrink to 15.5 percent in 2013-14. This 
decline was due to fall in the share of agriculture and 
allied from 19.9 percent in 1995-96 to 13.7 percent in 
2013-14. The share of manufactured goods was 74.7 
percent in 1995-96 which rose to 80.7 percent in 1999-
00, and then declinedto 63.5 percent in 2013-14. This 
decline in share in recent years was due to emergence 
of petroleum products as an important item of export 
from the country with significant share of 20.62 percent 
in 2013-14 from 1.4 percent in 1995-96.

11. Primary Products (Agricultural and 
Allied Products and Ores and Minerals)
Among the agricultural products share of almost all 
the commodities in total exports has declined in the 
post-WTO. The share of tea, rice, coffee and cashew has 
declined significantly from 1.1, 4.2, 1.4 and 1.1 percent 
in 1995-96 to 0.3, 1.6, 0.3 and 0.3 percent in 2013-14, see 
table 6. Marine products showed better performance 
in India’s exports until 2000 with share fluctuating 
around 3 to 3.5 percent from 1995-2000. However, 
its share too declined from 2.8 percent in 2001-02 to 
1.6 percent in 2013-14. Products such as spices, oil 
meals, and vegetables and fruits indicated fall in their 
share in India’s total exports in post-WTO period but 
were better in share then tea, coffee, tobacco etc. At a 
more detailed level, meat and meat preparations and 
sugar and sugar preparations showed rise in their 
share of exports. Export share of ore and minerals too 
represented declining trend.

India’s share in world merchandise exports reached to 
1.7 percent in 2013 and rank to 19th from 26th in 2007.

9. Inferences from the trend
•	 Immediately after the formation of WTO, India’s 

exports declined and registered a negative 
growth rate of - 5.1 in 1998-99. The reason being 
the fall in the growth of world export in 1996 to 
3.7 percent from high growth of 19.8 percent in 
1995. Then there was crisis in ASEAN countries 
which share 1/6th of India’s export, depreciation 
in foreign currencies too adversely affected price 
competitiveness of India’s export and finally led 
to decline in country’s export. On the other hand, 
despite of liberalisation policy of WTO developed 
countries kept on adopting protectionist policy 
and hampered India’s export.

•	 Domestic factors like infrastructure constraints, 
high transaction cost, small scale industries 
reservation, labour inflexibility, quality problems, 
quantitative ceilings on agricultural export, quota 
problem, supply constraints, pollution control 
issues in manufacturing of some items like 
leather, ceiling on export of iron ore, volatility of 
agricultural export etc. are also responsible for 
downturn in India’s export performance in 1990’s.

•	 India’s export growth became negative again 
thrice in the study period once in 1998-99, - 5.1 
percent, second in 2001-02, -1.6 percent, and 
lastly in 2009-10, - 3.5 percent. In 2001-02, India 
faced setback in its exports, at large, due to the 
semi-recession faced by the US; one of India’s 
biggest trading partners. The terrorist attack on 
the World Trade Centre caused a net loss of 0.25 
percent of US GDP and also had an impact on 
India’s exports. Recent negative growth was due 
to recessionary tendency in world in 2008, fall 
in global demand causing fall in world export, 
growing competition from other developing 
countries like China and Taiwan, protectionist 
policy on export of textile by developed countries, 
failure on part of large industrial houses to boost 
up exports, excessive use of non-tariff barriers, 
and anti-dumping duty in EU for grey cloth 
export from India etc. 

•	 For the rest of the years in study period export 
growth was satisfactory due to revival of word 
trade and East Asian countries after crisis, 
low inflation within the country making our 
export competitive in international market, 
rupee depreciation along with further trade 
liberalisation, reduction in tariff and more 
openness in foreign investment in export oriented 
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Table 5: India’s Exports by Principal Categories in Post-WTO Period

(Value in million dollars, Growth Rate and Share in percent)

YEAR PRIMARY PRODUCTS MANUFACTURED 

PRODUCTS

PETROLEUM 

PRODUCTS

OTHERS TOTAL EXPORT

VALUE % CHANGE VALUE % 

CHANGE

VALUE % 

CHANGE

VALUE % 

CHANGE

VALUE % 

CHANGE

1995-96 7256

(22.8)

39.2 23747

(74.7)

16.4 453

(1.4)

8.9 583

(1.1)

98.3 31794 20.8

1997-98 7687

(21.9)

-4.3 26546

(75.8)

7.8 352

(1.0)

-26.8 419

(1.3)

23.6 35006 4.6

1999-00 6524

(17.7)

-5.8 29714

(80.7)

15.2 38

(0.1)

-57.3 544

(1.5)

33.0 36822 10.8

2001-02 7163

(16.3)

-0.5 33792

(77.1)

-1.6 2119

(4.8)

13.4 1174

(2.7)

-4.0 43827 -1.6

2003-04 9901

(15.5)

13.7 48492

(75.9)

20.4 3568

(5.6)

38.5 1080

(1.7)

-9.3 63843 21.1

2005-06 16377

(15.9)

20.8 72563

(70.3)

19.6 11639

(11.3)

66.5 2510

(2.4)

10.9 103091 23.4

2007-08 27552

(16.9)

39.9 102979

(63.2)

21.8 28363

(17.4)

52.2 4010

(2.5)

26.3 162904 29.0

2009-10 26397

(14.8)

4.1 115181

(64.4)

-5.9 28192

(16.2)

2.3 8982

(5.0)

32.7 178751 -3.5

2011-12 45574

(14.9)

38.75 186784

(61.3)

18.2 55603

(18.25)

34.0 16661

(5.4)

-11.4 304623 21.3

2013-14 48895

(15.5)

7.28 199648

(63.5)

6.8 64831

(20.62)

16.5 1031

(0.32)

-93.0 314405 3.2

CAGR 10.56 11.85 29.8 3.0 12.8

Data in Brackets represents share in total export 
Source: Calculated from data taken from Government of India, Economic Survey (various issues) 

Table 6:	Share and Growth Rate of India’s Exports by Principal Categories and Commodities in Post-WTO 
Period

(In percent)

COMMODITIES 1995-96 1999-00 2000-01 2005-06 2007-08 2009-10 2011-12 2013-14
I. PRIMARY PRODUCTS 22.8 17.7 16.0 15.9 16.9 14.8 14.9 15.5
A. AGRICULTURAL AND ALLIED 
PRODUCTS

19.9 15.2 13.5 10.2 9.9 10.1 12.3 13.7

1. Tea 1.1 1.1 1.0 0.4 0.3 0.3 0.3 0.3
2. Coffee 1.4 0.9 0.6 0.3 0.3 0.2 0.3 0.3
3. rice 4.2 1.9 1.4 1.3 1.7 1.3 1.6
4. unmanufactured tobacco 0.4 0.5 0.3 0.2 0.2 0.4 0.3 0.3
5. spices 0.8 1.1 0.8 0.5 0.6 0.7 0.9 0.8
6. Cashewnuts 1.1 1.5 0.9 0.6 0.3 0.3 0.3 0.3
7. Oil meal 2.2 1.0 1.0 1.1 1.2 0.9 0.8 0.9
8. Fruits&Vegetables 0.8 0.6 0.6 0.6 0.5 0.7 0.4 0.6
9. Marine Product 3.2 3.2 3.1 1.7 1.1 1.2 1.1 1.6
10. raw cotton 0.2 .04 0.1 0.6 1.3 1.1 1.5 1.2
11. Sugar and Molasses 0.5 0.0 0.2 0.1 0.8 0.1 0.6 -
12. Meat and Meat preparations 0.6 0.5 0.5 0.6 0.6 0.7 0.9 -
B. ORES and MINERALS 2.5 2.6 5.2 5.5 4.9 2.6 1.8
I. Iron Ore 1.6 0.7 0.8 3.7 3.6 3.4 1.4 0.5

II.MANUFACTURED GOODS 74.7 80.7 77.0 70.3 63.2 64.4 61.3 63.5

A. LEATHER AND MANUFACTURE 5.2 2.6 2.9 1.7 2.1 1.2 1.5 1.8
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12. Manufactured Goods
In manufactured goods, share of chemicals, machinery, 
transport equipment, and electronic goods increased 
in total exports. However, the share of manufactures 
of metals declined in country’s total exports but 
enhanced in world exports. In the post-WTO period, 
most important concern is the declining share of 
textiles; its share has fallen to less than 10 percent 
of total exports. This signifies that phasing of MFA 
arrangement in 2005 as per the WTO agreements could 
not benefit much to Indian textile exports. To a lesser 
extent similar is the case with the gems and jewellery. 
The product composition has changed to some extent 
from 2000-01 to 2013-14 (see table 6), the erstwhile 
competitive export sectors, especially like textiles, 
clothing, garments, leather and leather products, etc. 
have been witnessing shrinking share and in turn 
leading to erosion of over-all share of manufactured 
goods sector. In the manufactured category, the 
traditional goods exports were making the way for 
new products. The structural change was relatively 
minor in the first five years of the establishment of 
WTO but noteworthy changes occurred in the second 
decade with engineering products and chemicals 
leading the way. 

The annual export growth rate of almost all the 
manufactured goods remained positive except for the 
year 1998-99 and 2009-10, the fall was maximum in 
case of leather products and minimum for readymade 
garments. This decline was due to fall in global 
demand owing to recession. The annual growth rate 
was high for engineering goods in most of the year 
then followed by chemical and allied and gems and 
jewellery. However, the leather and textile products 
did not showed high growth performance in post-WTO 
and in case of handicrafts in some years performance 
was decent and in some years not pleasing.

13. Petroleum Products
The petroleum products became an important segment 
of exports with the share of 20.62 percent in 2013-14 
and have become the leading export item from India. 
In 1995-96, it has marginal share of 1.0 percent which 
rose to 8.5 percent in 2004-05. India has become one 
of the leading petroleum refining centres in Asia. In 
near future India is likely to emerge as a global hub 
of petroleum refining due to its proximity to the Gulf 
countries.

14. Destination of India’s Exports
At the time of independence, India’s major export 
was to U.K. and U.S.A. as it could not explore the 
possibilities of developing trade relations with 
other countries but as the country set on the path of 
development with its political and diplomatic contacts 
advancing with other countries its trading relationship 
with other countries emerged up leading to fall in the 
share of above two countries in India’s total exports 
and a rise in the share of other developing countries 
of Asia and OPEC region. In last two decades, India 
has achieved greater export market diversification.

During the first five years of the establishment of 
WTO, the trend in India’s exports destination did not 
changed much but a drastic shift was observed in last 
decade as could be observed from the table 7. In the 
year 1995-96, the share of OECD countries in India’s 
total exports was 55.7 percent which rose to 35.21 
percent in 2014-15. The U.S.A. was the principal export 
destination with the share of 13.66 percent in 2014-15. 
The share of Japan constantly declined and reached 
to 1.72 percent in 2014-15 while that of Australia 
remained stagnant. 

The share of OPEC countries in India’s exports was 9.7 
percent in 1995 and 18.14 percent in 2014-15. Among 

B. CHEMICAL AND RELATED 
PRODUCTS

10.7 12.7 13.2 14.3 13.0 12.8 12.2 -

C. ENGINEERING GOODS 13.8 13.9 15.3 21.0 22.9 21.4 22.0 -
1. Manufacture of metals 2.5 3.3 3.6 4.1 4.3 3.1 3.1 4.4
2. Machinery &instrument 2.6 3.2 3.7 4.7 5.6 5.4 4.7 5.2
3. Transport equipment 2.9 2.2 2.4 4.2 4.3 5.5 6.8 6.4
4.Electronic goods 2.1 1.8 2.4 2.1 2.1 3.1 2.9 2.3
D. TEXTILE AND TEXTILE 
PRODUCTS

25.2 26.6 25.3 15.9 11.9 11.1 9.2 -

1. Cotton Yarn ,Fabric 8.1 8.4 7.9 3.8 2.9 2.1 2.2 3.1
2. Readymade garments 11.5 12.9 12.5 8.3 5.9 6.0 4.5 4.8
3. Jute manufactures 0.5 0.3 0.3 0.2 0.2 0.1 0.1
E. GEMS & JEWELLERY 16.6 20.4 16.6 15.1 12.1 16.3 18.2 13.2
F. HANDICRAFT 1.3 1.4 1.2 0.3 0.3 0.1 0.07 0.5
III. PETROLEUM PRODUCTS 1.4 0.1 4.2 11.5 17.8 16.2 18.2 20.61

IV. OTHERS 1.1 1.5 1.7 1.1 2.5 1.5 5.4 0.3

Source: Calculated from data taken from Government of India, Economic Survey and RBI Bulletin (various issues).
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OPEC countries share of UAE was highest. The share of 
Eastern Europe remained almost stagnant. The share of 
developing countries in India’s exports has risen from 
25.7 percent in 1995-96 to 43.93 percent in 2014-15. The 
Hong Kong, China emerged as an important trading 
partner of India during five years’ time. However, the 
share of Latin America and Africa has increased. Other 
countries share in total exports was very marginal.

Table 7: India’s Major Export Markets in Post- WTO Period (Percentage share) 
GROUP/ COUNTRY 1995-96 2000-01 2005-06 2007-08 2009-10 2012-13 2014-15

I.OECD 55.7 52.7 44.5 39.5 35.9 34.24 35.21

A.EU 26.5 22.7 21.7 21.2 20.1 16.83 15.94

1.BELGIUM 3.5 3.3 2.8 2.6 2.1 1.83 1.77

2.FRANCE 2.4 2.3 2.0 1.6 2.1 1.65 1.59

3.GERMANY 6.2 4.3 3.5 3.1 3.0 2.41 2.42

4.ITALY 3.2 2.9 2.4 2.4 1.9 1.45 1.63

5.U.K. 6.5 5.2 4.9 4.1 3.5 2.88 3.01

B.NORTH AMERICA 18.3 22.4 17.8 13.5 11.5 12.7 14.37

1.CANADA 1.0 1.5 1.0 0.8 0.6 0.67 0.70

2.U.S.A. 17.3 20.9 16.8 12.7 10.9 12.0 13.66

C.ASIA AND OCEANIA 8.3 5.1 3.3 3.2 2.9 2.91 2.7

1.AUSTRALIA 1.2 0.9 0.8 0.7 0.8 0.78 0.89

2.JAPAN 7.0 4.0 2.4 2.4 2.0 2.03 1.72

D.OTHER OECD COUNTRIES 1.6 1.9 1.6 1.6 1.3 1.77 2.16

II.OPEC 9.7 10.9 14.8 16.6 21.1 19.16 18.14

1.IRAN 0.5 0.5 1.2 1.2 1.0 1.11 1.34

2.IRAQ 0.0 0.2 0.2 0.2 0.3 0.42 0.26

3.SAUDI ARABIA 1.5 1.8 1.8 2.3 2.2 3.25 3.58

4.U.A.E. 4.5 5.8 8.3 9.6 13.4 12.1 10.63

III.EASTERN EUROPE 3.8 2.4 1.9 1.1 1.0 1.25 1.10

1.RUSSIA 2.0 0.7 0.6 0.5 0.76 0.67

IV.DEVELOPING COUNTRIES 25.7 26.7 38.5 42.5 39.2 43.42 43.93

A.ASIA 21.3 21.4 30.1 31.6 29.8 30.42 30.22

a.SAARC 5.4 4.3 5.4 5.9 4.7 5.02 6.59

b.OTHER ASIAN DEVELOPING 

COUNTRIES

17.6 18.2 24.7 25.7 25.1 25.39 23.62

1.CHINA 1.9 6.6 6.6 6.5 - -

2.HONKONG, CHINA 5.7 5.9 4.3 3.9 4.4 4.09 4.37

3.SINGAPORE 2.8 2.0 5.3 4.5 4.2 4.52 3.15

B.AFRICA 3.4 3.2 5.5 7.5 5.8 8.12 9.03

C.LATIN AMERICA 1.1 2.1 3.0 3.4 3.6 4.87 4.67

V.OTHERS 5.1 7.3 0.3 0.4 2.8 0.14 0.29

TOTAL EXPORT 31794.9 44560.3 103090.5 162904.2 178751.4

Source: Government of India, Economic Survey (Various issues), RBI Bulletin (various issues).

Figure 1
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15. Inferences of the trend
•	 In the post-WTO period, the share of primary 

exports has significantly declined and of 
manufactured goods, it increased first but in 
recent years it has declined due to increase in 
share of petroleum products, this itself reveals 
that certain diversification in India’s export basket 
was achieved. 

•	 Declining agricultural exports shows that 
Agreement on Agriculture under WTO did not 
benefitted much to India. It was basically due to 
failure in reduction of subsidies in developed 
countries and difficulty in market accessibility 
for Indian agricultural products.

•	 The share of manufactured products in the export 
basket was affected in recent years due to the 
slowing down of exports in two major sectors, that 
is, textiles and clothing and gems and jewellery. 
Gems and jewellery, which has been a leading 
item in India’s export basket, sustained a reverse 
because of the decision of the US Government 
to withdraw the GSP benefit, whereby Indian 
exports have lost the preferential tariff advantage 
over some of the competing supplying countries 
that were not receiving the benefits earlier. 

•	 The elimination of MFA by 2005 in phased 
manner as per WTO agreements under textile has 
not proved gainful for India’s textile export as its 
share has declined significantly in recent years.

•	 In terms of annual export growth rate almost all 
the commodities represented negative growth 
rate in 1998-99 due to Asian crisis of 1997 leading 
to fall in demand in Asian countries and in 2009-
10 due to global recession and hence fall in global 
demand.

•	 The export of petroleum products has shown the 
robust performance with share of 20.61 percent in 
2013-14 and has become the leading export item 
of country in FY2015.

•	 In the pre WTO period, there was not much 

exports market diversification but in the post 
WTO period greater market diversification was 
obtained as the share of traditional export trading 
partner of India has declined and market of newly 
emerging developing countries of Asia and OPEC 
countries have become more significant.

•	 Most striking feature is the growing importance 
of Asian countries as an export destination. Asian 
share in total exports has increased by substantial 
proportion and it is nearly 30.2 percent in 2014-15.  
This is due to India’s “Look East Policy” and 
sustained effort to develop strong relations with 
China and the ASEAN.

•	 The reason attributed to decline in share of 
OECD countries in India’s exports was sluggish 
and depressed demand in EU and Japan. Global 
depression in the year 2008 lead to decline in USA 
share in country’s exports and also snatch away 
its top rank in export destination.

•	 Existence of tariffs and NTMs in U.S.A. and 
EU countries and use of protectionist measures 
are also the important cause for their decline in 
India’s market share. This refutes the efficiency 
of WTO.

•	 The share of Eastern European countries basically 
of Russia declined due to political disturbances 
in these countries.

•	 During some years the share of East Asian 
countries declined due to economic crisis in these 
countries but recovered soon and regains their 
position in country’s export destination.

•	 Share of developing and OPEC countries in 
India’s exports have increased drastically in 
the last decade due to growing regional trade 
agreements between them and liberalization 
of economies in Asia and Africa and impact of 
WTO commitments on trade policies of member 
countries.

•	 The share of African and Latin American 
countries have also increased in recent years due 
to adoption of policy of focus Africa and Latin 
America markets.

•	 WTO was established with the aim of liberalising 
trade so as to enable least developed and 
developing nations to have greater access to the 
market of developed countries but the study of 
trends in India’s direction of exports reveals that 
the share of developed countries in country’s 
exports is continuously weakening which 
definitely creates a doubt about the success of 
liberal market policy of WTO. 

Figure 2
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16. Conclusions
It could be concluded that the World Trade Organisation 
was established to make conducive market for global 
trade with special consideration given to the least 
developed and developing countries. India being 
the founder member of WTO was expected to have 
substantial gain in its exports through greater export 
opportunities provided by the WTO. But the creation of 
WTO has not bestowed that gain as expected initially. 
However, one cannot fully discard the role of WTO in 
India’s export trade as the recent trade developments 
and diversification achieved in exports market and 
basket is the result of liberalised trade policy of WTO 
system. In the present study India’s export performance 
was compared with that of selected developed and 
developing nations where the performance of India was 
not satisfactory during late 90’s, which reflects countries 
internal policy flaws and other domestic factors and also 
the weak role of WTO in stimulating country’s exports 
but in recent years India has performed better than few 
developing countries like Indonesia, Malaysia, Thailand 
and brazil. In terms of year of year growth rate, there 
was better performance than many developed and 
developing countries except for few like China. The 
share of India’s merchandise exports in world export 
was 0.6 percent in 1995-96 which increased to 1.7 percent 
in 2013. In the first three years after the establishment of 
WTO, India’s exports declined but in recent years there 
was an impressive growth in export in dollar terms due 
to both external and domestic factors. Improved global 
growth and recovery in world trade after the recession 
in 2007-08 aided the strengthening of Indian exports, 
firming up of domestic economic activity especially in 
the manufacturing sector also provided a supporting 
base for strong sector specific exports. The opening up 
of the economy since the creation of WTO and corporate 
restructuring have enhanced the competitiveness of 
Indian industry. Various policy initiatives for export 
promotion and various regional arrangements with 
other countries and strong negotiation position at WTO 
forum too have contributed to this growth. In spite of 
gain in export trade in recent years, India’s trade deficit 
could not be controlled as there is lack of consistency in 
expansion of export growth as observed in few years. 
It is believed that India’s is still under performing in 
terms of export and has got much potential. Along 
with domestic bottlenecks like supply constraints, lack 
of infrastructure, flaws in export promotion strategy 
and policies, external factors too has contributed to 
this deficit.

In recent years, significant decline in export of textile 
products has posted qualm on gain of agreement on 
textile under WTO for India. However the robust 

export of engineering goods in recent also signifies 
that reduction of tariff in developed countries and 
others brought by WTO has proved lucrative. It was 
the petroleum products that shown robust export 
performance in post-WTO period causing decline in 
the share of both primary and manufactured goods in 
total export of the country.

The study of time-series data on India’s direction of 
export have revealed the declined share of developed 
countries of EU and North America in India’s export 
which shows that the formation of WTO has not 
opened up market of EU for India. Non-tariff barriers, 
antidumping and countervailing duties have become 
important barriers to market access in developed 
countries to the export from developing countries 
like India, apart from above the rules regarding 
environments, health and labour standards are also 
challenging issues for India. However, the share 
of other developing countries in India’s export has 
increased which is more due to country’s individual 
efforts and role of WTO was marginal. 

To make Indian product more competitive in 
international market there is need to remove 
bottlenecks such as to provide information about 
potential markets, develop export infrastructure, 
eliminate bureaucratic hurdles in making of export 
policy, and allow flow of FDI and also to have better 
negotiation under WTO forum. 
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An Empirical Study on Understanding The Potential of Private Life 
Insurance Sector in India Using Servqual

Abstract: The aim of this study is to evaluate the service quality in Private 
life insurance sector in India using dimensions of SERVQUAL model. 
The service quality stands at the soul of the insurance services for the 
customers. It defines how much and how well the customers understand the 
products and services offered and the degree to which their understanding 
achieves the range of their personal, family and financial goals. The main 
objectives of this study are to explore the services offered by private life 
insurers, finding the perception and expectation of the customers and 
find the gap between them. In an attempt to improve the quality of 
services offered by the private life insurers several recommendations and 
conclusions are highlighted and which can be used for further research 
work. Exploratory research has been applied; an action research approach 
was adopted for this line of investigation. The researchers have used 
primary data through in depth personal interviews with the managers of 
the private life insurance companies as well as customers. The secondary 
data was obtained from web sites, journals etc. The final instrument 
consisted of three constituent parts which contained 19 statements related 
to customer’s expectations & perception & the GAP between them. Seven 
point likert scales was used throughout, denoted by 1 - Strongly Disagree 
through to 7 ± Strongly Agree. 

Keywords: SERVQUAL, Life Insurance Services, Service Quality, 
Insurance.
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INTRODUCTION

Services sector is the largest sector of India. Gross 
Value Added (GVA) at current prices for Services 

sector is estimated at 73.79 lakh crore INR in 2016-17. 
Services sector accounts for 53.66% of total India’s 
GVA of 137.51 lakh crore Indian rupees. With GVA 
of Rs. 39.90 lakh crore, Industry sector contributes 
29.02%. While, Agriculture and allied sector shares 
17.32% and GVA is around of 23.82 lakh crore INR 
(http://statisticstimes.com/economy/sectorwise-
gdp-contribution-of-india.php)

The service sector since playing an important role 
in GDP performance of the economy, it would be 
important to see the financial and insurance sector as 
major sector to contribute in same. 

Life insurance is one of the most important sector as 
the contribution in this is relatively for a long run in 
comparison to other service sector. At present in India 
there are in totality 24 Life Insurance Companies, 
including 1 Government i.e LIC of India and 23 
remaining Private life insurance companies. LIC of 
India since the oldest of all holds largest number of 
policies and customer base in India. 

In 1993 the report of the Malhotra Committee stated 
that only 22% of Indians were insured and LIC alone 
could not achieve the coverage of the entire population. 
In the year 1999 private insurance companies were 
permitted to reenter into the business of insurance 
in India with a maximum of 26 per cent of foreign 
holding (World Bank Economic Review 2000). Later 
on The State Bank of India proposed bank assurance. 

*Mr. Nitin Goel, Research Scholar, Jins University, Jaipur
**Dr. Nidhi Gupta, Professor & HOD-BBA, Rukmini Devi Institute of Advanced Studies Delhi
***Dr. Manish Madan, Associate Professor, Rukmini Devi Institute of Advanced Studies Delhi
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The Insurance Regulatory and Development Authority 
(IRDA) bill was passed on July 14, 2000 for the 
protection of the interest of the policyholders from 
private and foreign players. People’s attitude and 
perception towards insurance also changed from 
just a tax saving instrument to a risk hedging tool in 
India. The emergence of a range of new insurance 
products from the private players facilitated the so 
called change.

Now with the greater choice and increasing awareness 
the customer expectation and perception keeps 
on increasing and there demand for better service 
quality is also increasing day by day. To sustain in the 
current competitive scenario, private insurers need 
to understand what the customer perceive and what 
they actually expect and these companies before doing 
the Gap analysis should try to find out the correlation 
between the two dimensions i.e. Customer Perception 
and Customer Expectation. The purpose of the present 
study if to find out the relationship between Customer 
Perception and Customer Expectation with Private life 
insurance Companies in India. It is to be noted here 
that the study will not focus on LIC of India as it is 
not facing any major problem in the mind of customer 
being leader in the industry.

Private life insurance companies
Since year 2000 Indian insurance industry has 
undergone transformational changes. With a one 
player market i.e. of LIC of India to a market of 23 
private players in 16 years, the industry has witnessed 
phases of rapid growth with intensifying competition 
and growth moderation.

Based on the needs of the consumer, there has been 
number of products and operational innovations and 
has also increased competition among the players. 

There was exponential growth in the first ten years of 
the insurance industry liberalization. The life insurance 
industry took a boost with the innovative products and 
aggressive expansion of distribution over first decade.

Regulatory changes over last three years made 
private insurers to adopt many new customer centric 
practices. Product related changes in ULIPS and now 
in traditional products, will have the biggest impact 
on the industry.

REVIEW OF LITERATURE

SERVICE QUALITY IN LIFE INSURANCE 
SECTOR
Wisniewski (2001) Suggests that SERVQUAL can be 
applied across a broad range of service organizations 

coming from different sectors, since it employs 
psychometric testing and trials. Indeed, since its 
introduction, SERVQUAL scale has been tested and 
used in various contents.

Ham and Hayduk (2003) Delineate that the dimensions 
of SERVQUAL may be intrinsically linked to the overall 
quality of service as well as customer satisfaction.

Sahu, Jaiswal & Pandey (2009) concluded that 
the major factors playing the role in developing 
consumer’s perception towards Life Insurance Policies 
are Consumer Loyalty, Service Quality, Ease of 
Procedures, Satisfaction Level, Company Image and 
Company-Client Relationship.

Siddiqui & Sharma (2010) showed that service quality 
dimensions influences customer satisfaction with 
agents, functional services and with company, which, 
in turn, has an impact on overall satisfaction. 

Dhanabhakyam & kavitha (2011) concluded that the 
private life insurance company should have a clear 
vision and mission that should be known to all the 
stakeholders like employees, agents, customers and 
business associates. 

Sandhu & Bala (2011) refined the five-factor structure 
model as proposed by Suresh chandar et al. (2001) in to 
seven-factor construct representing Proficiency; Media 
and presentations; Physical and ethical excellence; 
Service delivery process and purpose; Security and 
dynamic operations; Credibility; and Functionality. 
Among these factors, three viz., Proficiency; Physical 
and ethical excellence; and Functionality have 
significant impact on the overall service quality of 
Insurers in India. The researchers also found a need 
for research into the dimensionality of service quality, 
bearing in mind the contextual circumstances – the 
specific industry and the specific service setting.

Shah (2011) concluded and suggested that the investors 
should invest in insurance for safety and prefer money 
back policies. Also they should consider safety as 
the most important factor. The researcher found that 
89% of the consumers are satisfied with the present 
insurance companies and 64% of the consumers prefer 
public sector insurance companies. 

Jain & Saini (2012) found that the demographical 
factor has the major effect in the purchase decision 
of the customer and the leadership lies not in getting 
the maximum policy sold but in understanding the 
demography of the customer and targeting them in 
their way.

Bodla & Choudhary (2012) found high negative 
service quality gap in private insurer which is certainly 
not a good sign for the company’s ambitions. 
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Gautam & kumar (2012) concluded that socio 
demographic and economic variables have significant 
impact on Indian consumers’ towards insurance 
services. All the nine variables mentioned in the 
study namely age, gender, marital status, level of 
education, household monthly income, mode of 
employment, professional inclination, mortgage 
property ownership, and insurance policy ownership 
were found to be significant in order to measure 
attitude with varying degrees.

Yadav & Tiwari (2012) concluded that demographic 
factors of the people play a major and pivotal role in 
deciding the purchase of life insurance policies.

Christopher (2012) concluded that future protection 
like children’s education, future savings and children’s 
marriage are the major reasons to buy an insurance 
cover, followed by investment plan and secured 
income for future. Also the investors expect guaranteed 
money, good service back up, promises to be delivered. 

Borah (2012) concludes that customers are satisfied 
with this company. This research explicitly indicates 
that Tangible, Accessibility and Understanding factor 
have the maximum impact on customer satisfaction. 

Gulati, kumar & Ravi (2012) The researchers 
concluded that there exists a significant perceptual 
difference among customers regarding overall service 
quality with their respective insurance companies. 
With regard to gap analysis of customers’ expectations 
and perceptions, the dimension of responsiveness 
accounted for highest gap score followed by Reliability 
and Tangibility which depicts that insurance employees 
are less responsive to customers’ needs. So, it is clear 
from current study that the customers are less satisfied 
with the services provided by insurance companies. 
The gap between desirability and availability is an 
alarming bell for some insurance companies. 

Srineevas and Anand (2012) concluded that Insurer 
should Practice the highest levels of transparency and 
corporate governance to increase customer confidence. 
Life insurance companies with their investment 
management expertise and their actuarial skills are 
best positioned to ride this turmoil. Pensions will be a 
critical growth area for the insurance industry

Vazifehdust & Farokhian (2013) conducted a 
descriptive research on “Factors influencing customer 
satisfaction with the success factors identified in 
the insurance industry”. The researchers concluded 
that insurers must continually examine customer 
satisfaction to identify the factors that are important 
from a customer perspective and thus to prioritize the 
most important factors in the success of the insurance 
industry.

Bawa & Chattha (2013) evaluated that public sector 
player LIC has sound liquidity position among all 
life insurers. As far as private players are concerned 
Companies like Future General, IDBI, Sahara, Shri 
Ram and SBI life have sound liquidity position. In 
case of solvency position, life insurers like Aviva, Bajaj 
Allianz, IDBI, Max Life, Sahara and SBI life insurance 
have higher solvency ratio as compared to others. 

Nena (2013) conducted a study on “Performance 
Evaluation of Life Insurance Corporation (LIC) of 
India”. The researcher concluded that LIC has been 
successfully able to create value for its policyholders. 
The performance evaluation shows consistent increase 
in its business. 

Singh (2014) concluded that there has been rapid 
change over the traditional buying by the investors and 
the time has come for the companies to understand the 
advantages of the customer Relationship Management. 

Narender & Sampath (2014) revealed that the 
customer major financial need in future is their 
children’s education and marriage expenses. Hence 
the company should adopt some good and beneficial 
policy for their future estimates, which will really 
helpful for the customer. 

Pratibha (2014) observed from the study and examines 
the relationship between perceived service quality 
dimensions and customer overall satisfaction. The 
research model proposed in the study postulates 
that service quality dimensions influence on overall 
customer satisfaction directly. 

Sai & Kapoor (2014) revealed that Maximum number 
of people could recall the content of the advertisement 
of the insurances company which again signifies that 
the content of any advertisement have a lasting impact 
on the consumer’s mind which can determine his 
buying behavior with respect to the policy. 

Chaudharyet. al. (2014) concluded that customer of 
LIC of India has very high service quality expectations 
and to meet these expectations, certainly required more 
improved customer service quality strategies.

OBJECTIVES OF STUDY

The main objectives of this study are:

1.	 To identify the services offered by Private life 
insurance companies.

2.	 To develop a better understanding of customer’s 
perceptions & expectations of service quality in 
Private life insurance companies

3.	 To determine the gap if any in the expectations 
and perception of customers.
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RESEARCH METHODOLOGY
An in depth personal interview using a structured 
questionnaire was conducted with the managers of 
the top private life insurance companies which were 
selected randomly. 
Two focus group discussions were also performed at 
this stage. The first took place with managers of the 
insurance companies, who have responsibility for the 
daily operations and take care of their clients. 

The second was conducted with existing customers 
of private life insurance companies. Such exploratory 
research methods can prove beneficial for generating 
ideas and obtaining further insights in order to 
build on the literature. After each interview and 
focus group, various modifications were made to 
the instrument based upon the recommendations 
offered. The framework was then later tested with a 

small sample of clients. The entire procedure proved 
invaluable in helping to develop, test and refine an 
instrument designed to measure service quality among 
policyholders and thereby provided a significant 
input into the overall research process. The final 
instrument consisted of three constituent parts. The 
first section outlined nineteen statements that were 
modified from the original SERVQUAL instrument, 
and this part was used to measure policyholders’ 
expectations prior to buying the insurance policy 
with the private insurer. Two subsequent dimensions 
were added, and these were labeled `Insurer’ items 
referring to the facilities that the insurance company 
provides) and ‘Guidance’ (items referring to the 
counseling and support elements provided). (Similar 
statements were later used in the second section to 
obtain the customers’ perceptions. This part also 
contained series of questions relating to the service 

Table 1a:  Mean Scores for the SERVQUAL Expectations and Perceptions

S.N DIMENSIONS PERCEPTION (P) EXPECTATION (E) P – E

I Responsiveness
1 Prompt services by insurer to client 4.81 5.77 - 0.96
2 Sales staff willing to help clients 5.24 6.00 - 0.76
3 Prompt response to query of customers by employees 4.65 5.49 - 0.84

TOTAL 14.7 17.26 -2.56

AVERAGE TOTAL 4.9 5.75 - 0.85

II Assurance

4 Instill confidence 4.76 5.57 - 0.81
4 To be courteous 5.01 5.52 - 0.51
6 Have knowledge 5.24 6.08 - 0.84

TOTAL 15.01 17.17 - 2.16

AVERAGE TOTAL 5.00 5.72 0.72

III Empathy

7 Sales staff provide individual attention to client 4.08 5.28 - 1.2
8 Support staff provide individual attention to clients 4.04 5.31 - 1.27
9 Employees of insurer understand needs of customers 3.95 5.37 - 1.42
10 Employees of insure have best interests at heart 4.18 5.23 - 1.05
11 companies have convenient hours to deal 4.07 6.16 - 2.09
12 Insurers’ office has convenient hours 4.18 5.78 - 1.6

TOTAL 24.5 33.13 - 8.63

AVERAGE TOTAL 4.08 5.52 - 1.44

IV Tangibles

13 Insurers have modern technical backup 5.29 5.46 - 0.17
14 The employees are neat and clean. 5.34 5.81 - 0.47
15 Materials of the insurer is appropriate 5.03 5.58 - 0.55

TOTAL 15.66 16.85 - 1.19

AVERAGE TOTAL 5.22 5.61 - 0.39

V Reliability

16 Employees of Insurer deliver services as on time 5.19 6.06 - 0.87
17 Employees of Insurers are ready to solve problems if any 4.63 5.84 - 1.21
18 Employees of Insurer deliver right the very first time 4.86 5.77 - 0.91
19 Employees inform of all events and services 5.04 5.87 - 0.83

TOTAL 19.72 23.54 - 3.82

RESULTS
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S.N DIMENSIONS PERCEPTION (P) EXPECTATION (E) P – E

AVERAGE TOTAL 4.93 5.88 - 0.95

SERVQUAL TOTALS 89.59 107.95 - 18.36

SERVQUAL AVERAGE 4.826 5.696 - 0.87

Table IIb:  Mean Scores for the Insurer and Guidance Dimensions

DIMENSIONS PERCEPTION 

(P)

EXPECTATION(E) P – E

VI Insurer

20 Adequate technical and manual support 4.22 5.54 - 1.32
21 Location of branches is suitable 5.45 5.73 - 0.28
22 Layout of branch is suitable 5.15 5.42 - 0.27
23 Online payment facilities are suitable 5.71 6.52 - 0.81
24 Adequate handouts of information are available 4.83 6.22 - 1.39
25 Customer care provisions are adequate in the company 4.64 5.50 - 0.86
26 Financial guidance are adequate 3.92 5.21 - 1.29
27 Branch sizes for employees are suitable 4.22 5.87 - 1.65
28 Appropriate level / difficulty of product 4.85 5.89 - 1.04
29 Customer load is adequate per manager 4.85 5.56 - 0.71
30 Policyholders are treated as a family 4.44 4.87 - 0.43
31 Convenient seating arrangement for clients in office 4.84 6.24 - 1.4
32 Sufficient online facilities 5.41 6.17 - 0.76
33 Adequate meeting areas 4.48 5.87 - 1.39
34 Adequate media support 4.49 5.95 - 1.46
35 Refreshment areas are suitable and comfortable 4.07 5.38 - 1.31
36 Reasonably priced policies are available 3.47 5.84 - 2.37

TOTAL 79.04 97.78 - 18.74

AVERAGE TOTAL 4.65 5.75 - 1.10

VII Guidance 

37 Suitable financial guidance provided 4.66 5.84 - 1.18
38 Suitable personal goal guidance 5.12 6.08 - 0.96
39 Guidance on Personal and Financial Need 4.15 5.09 - 0.94
40 Guidance on any myths about insurance 4.26 5.22 - 0.96
41 Suitable welcome as new client 4.45 5.48 - 1.03

TOTAL 22.64 27.71 - 5.07

AVERAGE TOTAL 4.528 5.542 - 1.014

SERVQUAL TOTALS 101.68 125.49 - 23.81

SERVQUAL AVERAGE 4.589 5.646 - 1.057

measures that were earlier highlighted. In an attempt 
to avoid respondent confusion, seven item likertscales 
were used throughout, anchored by 1 - Strongly 
Disagree through to 7 ± Strongly Agree.

For each of the statements mean values of Perception 
(P) and Expectation (E) are calculated whereas the 
third column in the table 1a and 1b represents the gap 
between the expectation and perception of customers 
towards the private life insurance companies. i.e. 
Gap = P – E (Parasuraman et al.,1988). The three 
columns in the table 1a and 1b given the mean scores 
of summarized results of the perception, expectation 
and gap scores. However total mean scores and 
dimension wise average is also shown so that in order 
to deep understanding of the dimensions required 

for improving the quality of services in the higher 
education. The expectation and perception items were 
measured using a seven point scale, from 1 = strongly 
disagree, to 7 = strongly agree with four serving as a 
midpoint / neutral opinion on the scale. Mean scores 
greater than four identify a tendency for respondents 
to agree with a particular statement,whereas means of 
less than four indicate disagreement.

Service Quality gaps (P – E) is being shown in the third 
column of the table 1a and 1b. It is being observed 
that all the values in this column are negative, which 
shows that customers expect more from the insurance 
company. It shows services are falling short of 
customers’ expectations.
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Above table II represent the significant difference 
between the perception and expectation of services 
on all the dimensions and forty one statements. Two 
of the paired items under the tangibles dimension –
modern looking equipment and neat employees were 
found to be significant at _ <.05. It canbe concluded 
here that there is a significant difference between the 
customers expectations and perceptions at the 95 per 
cent confidence level. 

Regression Analysis 
In order to analyze and generalize the results regression 
analysis is being done to find the relationship between 
certain dimensions and variables. All the five factors i.e. 
Tangibility, Reliability, Responsiveness, Assurance and 
Empathy are taken as the independent variables while 
other factors i.e. value for premium paid, satisfaction 
with the experience and willingness to recommend are 
serving as the dependent variables. The data is being 
represented below. All the dimensions i.e. Tangibility, 
Reliability, Responsiveness, Assurance and Empathy 
are regressed against one another to check the problem 
of multi collinearity. In all cases, no significant multi 
collinearity exists between the dimensions.

Table II:  Paired Sample T-Test Statistics

S.No DIMENSIONS t-value p-value

I Responsiveness 

1 Prompt services by insurer to client 6.87 .000

2 Sales staff willing to help clients 6.45 .000

3 Prompt response to query of customers by 
employees

5.08 .000

II Assurance 

4 Instill confidence 6.37 .000

5 To be courteous 5.05 .000

6 Have knowledge 6.39 .000

III Empathy  

7 Sales staff provide individual attention 
to client

7.24 .000

8 Support staff provide individual attention 
to clients

6.84 .000

9 Employees of insurer understand needs of 
customers

7.94 .000

10 Employees of insurer have best interests 
at heart

5.81 .000

11 Companies have convenient hours to deal 9.55 .000

12 Insurers’ office has convenient hours 8.58 .000

IV Tangibles 

13 Insurers have modern technical backup 2.24 .027*

14 The employees are neat and clean. 2.18 .031*

15 Materials of the insurer is appropriate 4.52 .000

V Reliability 

16 Employees of Insurer deliver services as 
on time

6.54 .000

17 Employees of Insurers are ready to solve 
problems if any

7.95 .000

18 Employees of Insurer deliver right the 
very first time

7.51 .000

19 Employees inform of events and services 5.49 .000

VI Institution (Insurance Company)

20 Adequate technical and manual support 7.55 .000

21 Location of branches is suitable 2.68 .007

22 Layout of branch is suitable 3.51 .001

23 Online payment facilities are suitable 5.84 .000

24 Adequate handouts of information are 
available

8.24 .000

25 Customer care provisions are adequate in 
the company 

6.54 .000

26 Financial guidance are adequate 8.12 .000

27 Branch sizes for employees are suitable 8.44 .000

28 Appropriate level / difficulty of product 5.44 .000

29 Customer load is adequate per manager 4.21 .000

30 Policyholders are treated as a family 2.54 .006

31 Convenient seating arrangement for 
clients in office

8.75 .000

32 Sufficient online facilities 5.46 .000

33 Adequate meeting areas 7.48 .000

34 Adequate media support 7.86 .000

35 Refreshment areas are suitable and 
comfortable

6.33 .000

36 Reasonably priced policies are available 9.24 .000

DIMENSIONS Beta T Sig

Responsiveness 0.87 0.766 0.439
Assurance 0.07 0.101 0.912
Empathy 0.370 2.883 0.000
Tangibles 0.034 0.388 0.691
Reliability 0.064 0.562 0.568
R Square   0.254
R Square (Adj) 0.249

ANOVA

Model Sum of 

Squares

df Mean 

Square

F Sig

Regression 51.11 5 10.222 6.681 .000
Residual 147.02 96 1.53
Total 198.13 101

S.No DIMENSIONS t-value p-value

VII Guidance 

37 Suitable financial guidance provided 6.48 .000

38 Suitable personal goal guidance 6.21 .000

39 Guidance on Personal and Financial Need 5.42 .000

40 Guidance on any myths about insurance 8.78 .000

41 Suitable welcome as new client 7.21 .000

Table-IIIa:  The Correlates of Customer Value (in 
terms of premium paid)
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The above table IIIa illustrates the correlation of 
customer value in terms of premium paid in which it 
is seen that the value of R Square is 0.254 having anova 
F as 6.681 and p = .001 significance. The beta factor is 
higher in case of Empathy that is 0.370 having p = .005 
significance.

Table IIIb: The Correlates of Customer Satisfaction 
with the Experience

The above table IIIc illustrates the correlation of 
Customers’ Willingness to Recommend in which 
it is seen that the value of R Square is 0.087 having 
anova F as 1.967 and p = .097 significance. None of 
the five factors demonstrated statistical significance 
for satisfaction.

The findings demonstrate that collectively the 
SERVQUAL factors serve as a statistically significant 
contributor in terms of value for fees, satisfaction, and 
a willingness to recommend. Later this was raised 
with the respondents during the qualitative followup.

CONCLUSIONS
As per the various dimensions of SERVQUAL model 
it is found that the private life insurer is performing 
reasonably well. The negative gap score is contended 
in terms of customers’ lack of experience and 
knowledge to judge certain aspects. Therefore, to 
some extent the gaps may be expected, and the issue 
of 'experience' comes into the equation, which has been 
previously raised as one of SERVQUAL ’slimitations 
(c.f. Buttle, 1996). As each of the dimensions of the 
SERVQUAL model containing forty one statements 
tested significantly the institution could adopt a 
corporate policydrive to improve quality across the 
functioning. The Most important areas as perceived 
by the policyholders need more attention. From the 
data collected, it was revealed that the Reliability 
and Insurers dimensions seemed to be the two 
most relatively important issues. Their relative 
percentage scores were a few percent higher than the 
Responsiveness,Tangibles, Empathy, Assurance, and 
Guidance dimensions.
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