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From the desk of editor 
  
It is a matter of sheer pleasure to place before you the second issue of fourth volume of 
Ethos, a refereed biannual Journal of research articles in management science and allied 
areas. In fact we are enjoying the growth and overwhelming response received from authors, 
contributors and subscribers. The journal is an effort to provide a platform for exploration 
and articulation of knowledge of academicians, researchers, students, entrepreneurs, 
executives and consultants. At ETHOS, we publish original papers in the form of research 
articles and case studies. 
Recently we have added two sections in the journal i.e. book review and bibliography.  
The present issue of ETHOS carries eleven research papers, one case study and one 
bibliography. Research papers are a blend of empirical research in the functional areas of 
management like Marketing Management, General Management, Financial Management 
Systems Management, Business Economics and Human Resource Development.  
Asita Ghewari has thrown light on CSR of 500 companies in India. International environment 
has greater impact on the policies of a nation and even policies of a corporate world. 
Basavaraj Kudachimath and Vasant Chavan have enumerated the FDI and economic 
indicators in Indian insight. With the same scenario Rajkumar Waingade has depicted about 
inflation in India. It was much discussed the impact of US recession on the global economy.  
Government at state level thought of opening wine market liberally. The discussions arouses 
around it that wine should be included in food category or what? Anil Patil and Annasaheb 
Gurav have narrated about entrepreneurship in wine industry in Maharashtra. The article on 
MSFC is added to this fray of Ethos to facilitate evaluation of performance of corporations 
which hopefully may guide government for further decision regarding functioning of 
corporations. Vijay Bile and Parasharam Patil has evaluated MSFC and financing to small 
scale industry. Employability of students is questioned; educational institutions are after 
making their students employable. Sunil Dhanawade contributed select bibliography of rich 
text titled, ‘Employability and Employability Skill’. Our patron Girish P. Jakhotiya has 
contributed the rich case study.  
I believe that the articles and case study contributed by esteemed academicians and scholars 
for this issue would be immensely readable and beneficial to academicians, research scholars 
and industrialists. I look forward to your valuable feedback to enable us enthrall readers and 
ensure kaizen.  
 

Dr. B.S. Sawant 
Editor-in-Chief 
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Introduction :
The idea of socially responsible business behavior is
far from new. But since the 1990s, increasing concern
over the impacts of economic globalization has led
to new demands for corporations to play a central
role in efforts to eliminate poverty, achieve equitable
and accountable systems of governance and ensure
environmental security. In essence, the approach is
to view business as part of society and to find ways
to maximize the positive benefits that business
endeavor can bring to human and environmental well-
being whilst minimizing the harmful impacts of
irresponsible business. The agenda that has resulted
from these concerns has variously been called
'corporate citizenship', 'corporate social responsibility'

Social Responsible Business Practices of
Top 500 Companies in India

Asita A. Ghewari

Abstract :
Retailing - no marks for guessing this is the most active and attractive sector of the last decade. The
emergence of retailing in India is due to increasing purchasing power of buyers, especially post-
liberalization, increase in product variety, and the increasing economies of scale, with the aid of modern
supply and distribution management solutions.

This study is done on secondary data from Karmayog website with only objective to measure and
check social responsibilities of top 500 Indian companies. Raw data is taken from official website of
Karmayoga and statistical tools like mean, correlation and one way analysis of variance is applied to
infer about the objective. It was revealed that none of the Indian companies is adopting top level (level5)
CSR practices and very few companies are adopting CSR practices at very basic level(level 0 to 4 ).
Moreover I-MNC’s are the leader amongst all other companies in adopting CSR practices in India. It is
need of the time to adopt top level (level 5) CSR practices to curb unethical practices in Indian politics
and Indian economy(Indian Industry) to determine sustainable growth in Indian industry and consequently
in Indian society and Nation itself.

Keywords : Socially Responsible Business, CSR, Top 500 Indian companies

(CSR), 'corporate accountability',' corporate
responsibility' or simply 'Socially Responsible
Business'. The concept of responsible business
means businesses are socially responsible for meeting
legal, ethical and economic responsibilities placed on
them by shareholders. The aim is for businesses to
create higher standards of living and quality of life in
the communities in which they operate, while still
preserving profitability for stake-holders.The concept
of CSR includes the openness or transparency of
companies as well as taking into consideration the
will and expectations of their stakeholders.

Corporate social responsibility has been a topic of
academic study for several decades (Friedman
Ackerman & Bauer, 1976: Carrol, 1979: Davis, 1973,
Frederick, 1978: Freeman , 1984, Miles, 1987; Preston
& Post, 1975; Wartick & Cochran, 1985, Anderson 1989).

Numerous studies have tried to arrive at consensus
definition of social responsibility but have failed to
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do so. Although it difficult to present a precise
definition of social responsibil-ity, much of the
research attempts to identify various kinds of socially
responsive activities, present the list of these activities
to the business manager, and then measure and
tabulate the relative frequency of response to which
the activities are practiced by those agencies or peo-
ple being questioned. Moreover, the concept of social
responsibility is a continually evolving concept and
means different things to different people.

The first comprehensive approach to modern era
social responsibility was ushered in 1953 with the
publication of Howard R. Bowen's book Social
Responsibility of the Businessman. Bowen felt that
public responsibility, social obligations, and business
morality were syno-nyms for social responsibility and
described the term social responsibilities of
businessmen as:

"It refers to the obligations of businessmen to pursue
those policies, to make those decisions, or to follow
those lines of action which are desirable in terms of
the objectives and values of our society"

Keith Davis (1960) argued that social responsibility
"business- men's decisions and actions taken for
reasons at least partially beyond the firm's direct
economic or technical interest"

William C. Frederick was also an influential
contributor to the early definitions of social re-
sponsibility as he wrote, (1960)

Social responsibility in the final analysis implies a
public posture to-ward societies eco-nomic and
human resources and a willingness to see that those
resources are used for broad social ends and not
simply for the narrowly circumscribed interests of
private persons and firms.

Another major contributor to the definition of social
responsibility during the 1960s was Joseph W.
McGuire. In his book Business and Society (1963),
he stated,

"The idea of social responsibilities supposes that the
corporation has not only economic and legal
obligations but also certain responsibilities to society
which extend beyond these obliga-tions".

Archie Carroll observed that "The social responsibility
of business encompasses the eco-nomic, legal,
ethical, and discretionary expectations that society
has of organizations at a given point in time".

CSR in India:
India has a long rich history of close business
involvement in social causes for national de-
velopment. In India, CSR is known from ancient time
as social duty or charity, which through different ages
is changing its nature in broader aspect, now
generally known as CSR. From the origin of business,
which leads towards excess wealth, social and
environmental issues have deep roots in the history
of business. Kautilya's Arthashastra is an excellent
work on economic policy and military strategy. The
book stressed the ethics of economics and the duties
and obligations of a king in his people. So, social
responsibility may not have been new to India.CSR
has changed its conception and shifted its nature
through different stages of development which are
explained next. According to Sunder (2000), the
following four phases of CSR development can be
identified (see Figure).These phases parallel India's
historical development and resulted in different CSR
practices. The division

Figure : Four phases of CSR development in India

Phase 1 Phase 2 Phase 3 Phase 4

Pure philanthropy CSR as social CSR under the CSR in a globalized

and charity during development during "mixed economy" world in a "confused

industrialization the independence struggle paradigm state"
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First phase: CSR motivated by charity and
philanthropy
The first phase of CSR is predominantly determined
by culture, religion, family tradition, and
industrialization. Business operations and CSR
engagement were based mainly on cor-porate self-
regulation. Being the oldest form of CSR, charity and
philanthropy still influence CSR practices today,
especially in community development.

In the pre-industrial period up to the 1850s, merchants
committed them- selves to society for religious
reasons, sharing their wealth, for instance, by building
temples. Moreover, "the business community
occupied a significant place in ancient Indian society
and the merchants provided relief in times of crisis
such as famine or epidemics throwing open god owns
of food and treasure chests" (Arora 2004, 24).

Under colonial rule, Western types of industrialization
reached India and changed CSR from the 1850s
onwards. The pioneers of industrialization in the 19th
century in India were a few families such as the Tata,
Birla, Bajaj, Lalbhai, Sarabhai, Godrej, Shriram,
Singhania, Modi, Naidu, Mahindra and Annamali, who
were strongly devoted to philanthropically mo-tivated
CSR (Mohan 2001, 109). "The early pioneers of
industry in India were leaders in the economic, as
also in the social fields" (Arora 2004, 25). The
underlying pattern of charity and philanthropy means
that entrepre neurs sporadically donate money (e.g.
to schools or hospitals) without any concrete or long-
term engagement.

Second phase: CSR for India's social development
The second phase of Indian CSR (1914-1960) was
dominated by the country's struggle for independence
and influenced fundamentally by Gandhi's theory of
trusteeship, the aim of which was to consolidate and
amplify social development. During the struggle for
inde-pendence, Indian businesses actively engaged
in the reform process. Not only did compa-nies see
the country's economic development as a protest
against colonial rule; they also participated in its
institutional and social development (India Partnership
Forum 2002, 11). Gandhi introduced the notion of

trusteeship in order to make companies the "temples
of modern India": businesses (especially well
established family businesses) set up trusts for
schools and colleges; they also estab- lished training
and scientific institutes (Mohan 2001, 109). The heads
of the companies largely aligned the activities of their
trusts with Gandhi's reform programmes. These
programmes included activities that sought in
particular the abo-lition of untouchability, women's
empowerment and rural development
(Arora 2004, 25).

Third phase: CSR under the paradigm of the
"mixed economy"
The paradigm of the "mixed economy," with the
emergence of PSUs and ample legislation on labor
and environmental standards, affected the third phase
of Indian CSR (1960-1980). This phase is also
characterized by a shift from corporate self-regulation
to strict legal and public regulation of business
activities. In this context, CSR was mainly
characterized by legal regulation of business activities
and/or promotion of public-sector undertakings
(PSU). However, a high-level debate on CSR was
already initiated during this period. According to this
agenda, businesses were to play their part as
respectable corporate citizens, and regular
stakeholder dialogues, social accountability, openness
and trans-parency were demanded. Despite these
progressive acknowledgements, the CSR ap-proach
did not materialize at that time. (Mohan 2001)

The fourth phase: CSR at the interface between
philanthropic and business ap-proaches
In the fourth phase (1980 until the present) Indian
companies and stake- holders began ab-andoning
traditional philanthropic engagement and, to some
extent, integrated CSR into a coherent and
sustainable business strategy, partly adopting the
multi-stakeholder approach.

In the 1990s, the Indian government initiated reforms
to liberalize and deregulate the Indian economy by
tackling the shortcomings of the "mixed economy"
and tried to integrate India into the global market.
Conse- quently, controls and license systems were
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partly abolished, and the Indian economy experienced
a pronounced boom, which has persisted until today
(Arora and Puranik 2004, 97). This rapid growth did
not lead to a reduc- tion in philan-thropic donations;
on the contrary, "the increased profitabil- ity also
increased business willingness as well as ability to
give, along with a surge in public and government
expec-tations of businesses" (Arora 2004).

Corporate India has grown exponentially in the last
two decades post liberalization. Two dec-ades back,
we had the Birla's and the Tata's, whose ideals of
nation-building and trusteeship have been alive in their
day to day operations. There were also the leading
Indian companies with strong international
shareholdings, such as Hero Honda, HLL (Hindustan
Lever Ltd), ITC, and Maruti Udyog, where local
dynamics combine with the business standards of the
parent or partner. The public sector such as BHEL
(Bharat Heavy Electricals Ltd), HDFC (Housing
Development Finance Corporation), NTPC (National
Thermal Power Corporation), and ONGC (Oil and
Natural Gas Corporation) have led by example-
where social obligations remain an integral part of
their business despite the dictate of privatization. It
is only in the recent new age organizations that the
systemic approach to social responsibility is lacking.
( of course there have been the Dr Reddy's, Infosys,
Ranbaxy, and Wipro, which offered a combination
of positive giving plus reducing negative impact of
their products on the envi-ronment- but these are only
a handful) .

Current state of CSR in India
India's economic reforms and its rise to become an
emerging market and global player has not resulted
in a substantial change in its CSR approach. Contrary
to various expectations that India would adopt the
global CSR agenda, its present CSR approach still
largely retains its own characteristics, adopting only
some aspects of global mainstream CSR.

Indian CSR is still in a confused state (Arora and
Puranik 2004, 98). This is evident from the following:

The Indian understanding of CSR seems to be
shifting from traditional philanthropy to-wards

sustainable business. Nevertheless, philanthropic
patterns remain widespread in many Indian
companies.

Community development still plays the decisive
role in the Indian CSR agenda.

According to Infosys founder, Narayan Murthy,
'social responsibility is to create maximum
shareholders value working under the circumstances,
where it is fair to all its stakeholders, workers,
consumers, the community, government and the
environment'.

Review of Literature:
Research studies under the NSE initiative titled
"Corporate Social Responsibility Initiatives of NSE
Nifty Companies: Content, Implementation Strategies
& Impact".(2003) States that there is a need for
Indian corporate to graduate from thinking in terms
of just charity, to the concept of responsibility. Both
managers at the individual level and the corporate
need to accept that neither office nor position gives
immunity from responsibility. There is also an urgent
need to integrate CSR with business strategy i. e. to
link company's core busi-ness and strengths on the
one hand with resources available with the
organization internally and needs of the external
environment, on the other. CSR activities are known
to achieve best results when these activities have
natural links with the company's business. Proactive
intervention by selecting some areas and
concentrating on them will go a long way.

Vijaya Murthy (2008): this study examines the
corporate social disclosure practices of the top 16
software firms in India. The 2003-2004 annual reports
were analyzed using con-tent analysis to examine
the attributes reported relating to human resource,
community development activities, products and
services activities and environmental activities. The
top software firms in India disclose many aspects of
the social responsibility of their firms. Never the-
less, the corporate social disclosures varied between
different software firms, with all the firms disclosing
mostly in the human re- sources cate-gory. This
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seems to be specific to the software industry sector
in India. The fact that this sector is expanding rapidly,
and experiencing a shortage of skilled labor may have
shaped their CSD practices in the human resource
category.

Richa Gautam and Anju Singh (2009), the main
findings of the study are that CSR is now presented
as a comprehensive business strategy, arising mainly
from performance considerations and stakeholder
pressure. Companies consider their interaction with
stakeholders and impact of its business on society as
significant issues. CSR policies vary with turnover
and profit. The study suggests that business and CSR
strategy appear to be on a convergent path, towards
business and CSR integration across the company.
Out of the top 500 companies, 229 did not report on
CSR activities and were therefore filtered. 49% of
the remaining 271 companies were reporting on CSR.
Many companies are making token gestures towards
CSR and only a few companies have a structured
and planned approach. Several companies spread
their CSR funds very thinly across many activities.
Every company defines CSR in their own ways as
per their needs. CSR is on an upward learning curve
and is primarily driven by philanthropy. There are
several companies in India involved in diverse issues
such as healthcare, education, rural development,
sanitation, microcredit, and women empowerment.
Analysis of several surveys in India suggest that
though many companies in India have taken on board
the universal language of CSR, CSR seem to be in a
confused state. Individual companies define CSR in
their own limited ways and contexts. The end result
being that all activities undertaken in the name of
CSR are mainly philanthropy, or an extension of
philanthropy. There is a need to increase the
understanding and active participation of business in
equitable social development as an integral part of
good business practice.

Jarutirasarn et al. (2010) in their study to investigate
the relationship between Thai SMEs managers'
attitudes or perception toward corporate social
responsibility and its impact on firm's performance

concluded that there were significant differences in
the Thai SMEs managers' attitude toward CSR among
industrial sectors, firm sizes, and manager's genders.
There was positive relationship between managers'
CSR attitudes and firm's performances among those
firms that did not incorporate CSR activities but none
appeared for those incorporating CSR. Managers'
ages, firm locations, and attitudes toward "importance
of stakeholders" were found to be the factors that
had influences on the firm's performance. Thai SMEs
managers ran a business with a wide view of social
responsibility but perceived any corporate socially
responsible actions as costs to the company.
However, managers still have ethics in mind; which
led to moral behaviors or so called charitable
activities.

Goyal Swati et al. (2010) an attempt has been made
to explore the relation between CSR expenditure and
financial performance. In their study it concludes that
commitment of Indian firms towards social programs
is not up to mark. As the need for CSR finds wider
recognition in India, it would be worth to examine
the contribution by Indian corporate.

It is reveals that Indian companies are not very sincere
towards social projects as far as their annual spending
are concerned and finally found only descriptive
statements and commitments in their annual reports
than the concrete actions on annual basis. The
corporate social responsibility is driven more by
unobservable firm characteristics than by financial
performance and the level of commitment of Indian
firms towards social programs is not up to mark. It
was observed that out of 1000 top Indian companies
only 37 companies are spending amount on social
projects. The result of this study reveals a positive
relationship between CSE (Corporate Social
Expenditure) and CFP (Corporate Financial
Performance).

Sandhu, H S, Kapoor, Shveta (2010) This study made
it clear that the extent of social involvement varies
from firm to firm. Some firms are highly involved,
some moderately involved while others lowly involved
into CSR practices. Besides, it is revealed that some
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areas receive much importance in comparison to
others by almost all the firms. Considering the positive
outcomes of CSR, in the present scenario of growing
transparency, a number of companies are going for
CSR programs in one form or another. Government
should take legislative measures to force all the
business units to contribute something for social
welfare. Besides legislative measures, awareness
about social responsibility should be created.
Business should prepare a code of ethics for social
upliftment. The company law can also make a
provision to make it obligatory for units having
investment beyond a certain limit to spend a part of
their profits on social welfare activities. The managers
should not think CSR as an extra activity rather it
should be considered as an actual way of doing business.

Ghosh Anupam and Chakraborti Chhanda (2010)This
study critically analyzes the CSR initiatives adopted
by Tata Steel Ltd in the light of this approach to CSR
as a developmental tool. The data analysis is based
on auditor's annual report and the CSR reports of
Tata Steel Ltd. Rural Development Society (TSRDS)
from 1990 to 1998 (post liberalization in India). The
analysis ends with the conclusion that Tata Steel Ltd's
CSR activities implicitly follow the MDGs
(Millennium Development Goals) of the UN as a
developmental tool for Jharkhand. These CSR
activities (which are well-structured following the
MDGs) act like tools for development and try to fill
the developmental gaps of the Government. There
should be a monitoring and feedback system or
structure to access CSR activities. Also, the
implementation of developmental programs needs
better rules for monitoring and accountability from
the business community. Monitoring is required so
that the right persons or community in need are not
overlooked, while accountability checks better money
allocation during the process of providing support.
Feedback is needed because when money flows then
the question of accountability on the part of company
towards the various stakeholders arises. The
development could be more if there is collaboration
between the government and business.

Kaur Maneet, Agrawal, Sudhir(2011) in their paper
with purpose is to understand how Corporate Social
Responsibility can lead to the creation of better brand
image reveals thatthe benefits of using Corporate
Social Responsibility in branded content are end-less.
The most important one is that it helps to build a
brand's reputation and is a point of differentiation. It
also encourages consumer trust and loyalty. If the
consumers see that brands are addressing the issues
that are important to them, it follows that they are
likely to continue to buy their products. Corporate
Social Responsibility is not a marketing gimmick but
one way in which responsible companies can use
advertising and buying to help play their part in
promoting sustainable behavior. The need for more
emphasis on the Corporate Social Responsibility
concept and its company-to- consumer
communication is mandatory. Though a number of
companies websites and their annual reports include
information on these practices but it is seen that either
this information does not reach the consumers or the
current communication strategy is not strong enough
to link the Corporate Social Re-sponsibility actions
to brands.

Research Methodology:
Present research has undertaken with the objective
to Study the Social Responsible Business Practices
of Top 500 Companies in India. The research is based
on secondary data sourced from official website of
Karmayog (www.karmayog.org., during 20/07/11 to
10/08/11)

Karmayog is (Non-Government Organization)
established with vision "A world where every person
can and does contribute to its constant improvement".
A desire to understand the concept of Karmayog as
per the Bhagavad Gita led Vinay Somani to begin
www.karmayog.com on 25th June 2004. Karmayog
is, however, not a site on spirituality.
www.karmayog.org are free platforms for the Indian
nonprofit sector, & for addressing civic issues in
Mumbai. From 2007 Karmayog started giving the
CSR rating of top 500 companies in India. For that
they select list of 500 largest (by consolidated sales),
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publicly listed compa-nies in India is based on data
from the Bombay Stock Exchange
(www.bseindia.com).

CSR rating given by them is based on the following
information
a. Information on the 500 companies has been taken

from the company's website and Annual Report.

b. Wherever either or both of the above sources was
unavailable or did not contain the re-quired
information, other sources have been used. (e.g.
website of the Ministry of Corpo-rate Affairs:
www.mca.gov.in)

c. Consolidated sales and profits are listed for each
company.

d. For each company, a standard form has been filled
with details of the company and its CSR activities
(The form is at http://www.karmayog.org/
csr2010/csrall/)

e. Companies could also fill and submit the CSR form
on their own.

f. A form, once filled, is sent by email to the
respective company (through the official email IDs

provided by the companies themselves) with a
request to revert, if desired.

g. New information, corrections, etc.(if any) sent by
the company are added to the form, which is then
uploaded on the Karmayog website.

CSR Rating Criteria of Karmayog:
a. Companies are rated from Level 0 to 5 (Level 5

being the highest)

b. The CSR Rating is assigned based on the CSR
initiatives of the company for the time pe-riod of
the study, including a comparison with previous
years' CSR initiatives.

c. Rating is based on "Sufficient, Necessary and
Negative Criteria" for different levels

d. All companies are informed of the assigned rating
and requested to respond with further information
or feedback, as necessary.

e. The Karmayog CSR Rating of any company is
open to change whenever new information is
provided by the company or from any other source

Table 1: Minimum Necessary Criteria
Necessary parameters that make a company eligible for a particular rating level:

Sr. Necessary Criteria Explanation Rating
Level

1 If undertaking any CSR activities that cover any kind of social, Level 1
CSR Activity developmental or community work

2 If CSR is also linked to reducing the CSR activities that aim to accordingly improve
negative im-pacts of company's own processes and products of the company. Level 2
products or processes

3 If CSR initiatives are also for the CSR activities that are focused on those who
local community are affected directly by the company Level 3

4 If CSR is also embedded in the CSR activities that form a part of the daily
business operations business activities of the company. Level 4

5 If innovative ideas and practices CSR activities that enable sustainable and Level 5
are also devel-oped for CSR replicable solutions to problems faced by society.

(Source: www.karmayog.org)
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Table 2: Sufficient Criteria
If the company is doing this, they automatically get this rating at least

Sr. Sufficient Criteria What this means Rating
Level

1 Company fulfilling basic needs of The products and services of the company Level 1
society through its products or services are useful and benefit society
e.g. providing financial services

2 Unique CSR activity which would not The CSR activity being undertaken by the Level 1
otherwise happen e.g. Developing a company is helpful to government, NGOs, others,
mapping and tracking software for in tackling issues of society
adoption in India

3 Company helps to reduce the negative The company's products or services provide Level 1
 impact of other companies e.g. A solutions to mitigate harm caused by actions
company that makes water purification of companies, their products, etc.
& waste recycling systems

4 Company adopting the GRI Framework The company is committed to measuring and Level 1
 for CSR reporting reporting its CSR initiatives as per a

voluntary globally accepted framework.

5 Company's annual expenditure on The company is committed to a minimum Level 2
CSR = 0.2% of sales, minimum expenditure on CSR annually, and thus con-siders

CSR as an integral part of its business

(Source: www.karmayog.org)

Table 3: Negative Criteria that usually determine the maximum possible Rating Companies in this
category will not normally get a higher rating than the one shown

Sr. Negative Criteria Reason Rating
Level

1 Companies that make liquor, to-bacco, These products are not needed by soci-ety, and Level 0
genetically engineered / modified crops cause harm to people and the environment.

The best CSR to do is to stop making these products.

2 Companies that violate laws/ CSR is not limited just to how a com-pany spends Level 1
rules/regulations its money, but also to how it makes that money

in the first place

3 Companies engaged in high Processes that severely damage the envi-ronment Level 1
 impact processes require extraordinary efforts by the company to

reduce and repair the damage, and require greater
contribu-tions to benefit society

4 Companies that report the same CSR This indicates that the company does not take One Level
activities (even, verbatim) as for CSR seriously enough to be en-gaged in CSR less than
previous years  initiatives every year, building on these, and  the previous

reporting progress. year's rating
(Source: www.karmayog.org)
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Analysis, discussion and Interpretation:
Since researcher is using secondary data from website. Strong statistical tools is used like correlation to find
out is there any association between CSR rating and Sales of the compa-nies. Mean of CSR rating is calculated
to infer about the CSR Rating. One way analysis of variance is used to check and compare mean CSR ratings
between various sectors of compa-nies and CSR practices in various years.

All above analysis is done with the help of SPSS 16.

Table 4 : Distribution of CSR Rating of Top 500 Companies from 2007 to 2010

Year 2010 2009 2008 2007

Karmayog CSR Rating No.of % No.of % No.of % No.of %
cos. cos. cos. cos.

Level 5 (highest) 0 0 0 0 0 0 0 0

Level 4 12 2 13 3 10 2 4 1

Level 3 66 13 66 13 38 8 38 8

Level 2 161 32 146 29 161 32 144 29

Level 1 148 30 147 29 118 24 93 19

 Level 0 (lowest) 113 23 128 26 173 35 221 44

Total 500 100 500 100 500 100 500 100

 (Source: Secondary data)

Comparison of CSR Ratings 2007-2010

The above table shows CSR rating of Top 500 companies from 2007-2010. From that it reveals that, in India
none of company having top CSR rating. Only 2% are at level 4. As level 0 compa-nies are decreased from
2007 to 2010 and level1 companies are increased from 2007 to 2010. It means that awareness of CSR is now
increasing in Indian companies. Though the awareness is increasing in Indian companies, it is not excelling to
top rating as there is no single company having top rating. Still there is plenty of scope to excel in CSR
practices for Indian companies.
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Table 5: Correlations of CSR Rating & Sales

CSR Rating 2010 Sales (2009-2010) in
Rs. Crores

CSR Rating 2010 Pearson Correlation 1 .208**

Sig. (2-tailed) .000

**. Correlation is significant at the 0.01 level (2-tailed).

Above table reveals that there is low positive correlation (r=0.208) between CSR rating & Sales. Researcher
can conclude that more the Sale more the CSR (Social responsible) practices in In-dian companies.

Table 6: Mean CSR Rating of Different Companies According to Type Company

N Mean Minimum Maximum

I-MNC 101 1.83 0 4

MNC 36 1.78 0 4

PVT 297 1.20 0 4

PSU 66 1.68 0 3

Total 500 1.43 0 4

(I-MNC:Indian Multinational Company, MNC: Multinational Company, PVT: Private company, PSU: Public
Sector Undertaking)

Above table shows mean CSR rating of Companies according to type of company. Overall mean CSR rating
in 2010 is 1.43 means in India CSR activities that cover any kind of social, develop-mental or community
work. For Indian companies CSR means only philanthropic practices.

Table 7: ANOVA CSR rating of different companies according type of company.

Study put forth to test null hypothesis is, Mean CSR rating of different companies according type of company
is not significantly different

Sum of Squares df Mean Square F Sig.

Between Groups 40.730 3 13.577 13.153 .000

Within Groups 511.958 496 1.032

Total 552.688 499

In different type of company highest mean score is 1.83 for Indian multinational company; low-est mean
score is 1.20 for private company. As p-Value=0.0000 (<0.05), the null hypothesis is rejected and it could be
concluded that there is significant difference in CSR rating in different type of company.

Table 8: Mean CSR Rating of Different Companies According to Year

Year N Mean Minimum Maximum

7 287 1.2578 .00 4.00

8 462 1.2641 .00 4.00

9 437 1.4531 .00 4.00

10 500 1.4560 .00 4.00

Total 1686 1.3689 .00 4.00
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Table 9: ANOVA CSR rating of different companies year wise.

Study put test another null hypothesis is, Mean CSR rating of different companies according year wise is not
significantly different

Sum of Squares df Mean Square F Sig.

Between Groups 15.508 3 5.169 4.434 .004

Within Groups 1961.024 1682 1.166

Total 1976.531 1685

Above table shows mean CSR rating of Companies
according to year wise. In different year highest
mean score is 1.4560 for the year 2010; lowest mean
score is 1.2578 for year 2007.It re-veals that CSR
practices are increases year by year.

As p-Value=0.004 (<0.05), the null hypothesis is
rejected and it could be concluded that there is
significant difference in CSR rating in different year
wise. Researcher can infer that CSR practices are
increasing year by year at significant rate.

Conclusion and Recommendations:
Though there is awareness about CSR practices in
Indian companies, it is at very low rate (2%). Further
CSR practices are adopted in level 0 and level 1only.
It mean CSR practices are adopted as basic level
only which mean either to decrease manufacturing
of products which harms human being and some what
adopting philanthropic approach.

Not a single company achieved top level (level 5)
rating. It means Indian companies are not per-ceiving
CSR practices as "CSR activities that enable
sustainable and replicable solutions to prob-lems
faced by society". Indian companies are still not very
much serious about CSR practices that enable
sustainable growth of the society and nation.

None of the Indian companies is following top level
CSR practices and Very few companies are adopting
CSR practices at very basic level. Amongst the
company which follows the CSR prac-tices I-MNC
are the leaders followed by MNC, PSU and last
private sector.

There exist low positive correlation between Sales
of Indian companies and their CSR rating.

Companies, government and policy makers have to
pay attention toward improving awareness of CSR
practices in India.

As CSR practices includes sustainable growth of the
industry, society and nation, companies has to follow
that CSR practices at top level (level 5).

Indian companies has to spend more on CSR
practices as that lead to increase the CSR ratings
which could be one of the measures to improve CSR
ratings.

If we look towards Indian politics, Indian economy,
world economy, current emerging recession in
American countries, descending credit rating of
America, current scams in Indian politics and Indian
Industry it is strongly recommend to adopt CSR
practices at very high level ( level 5) which may curb
this unethical practices.

Improving ourselves for Industry, society and nation
could be the only solution to improve Indian economy
consequently India. This can be better performed by
the way of following CSR practices in all Indian
companies.
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Introduction :
Foreign Direct Investment inflow is playing a
predominant role in the economic development of
developing country like India. The economic
development of India largely depends on foreign
capital. The deficiency of capital for industrialization
and other tertiary sector growth is the major cause
for development. That is why it is rightly said that
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Abstract :
The Foreign Direct Investment is playing a predominant role in the economic development of the
developing country like India. For development of any economic sector in the country capital is crucial
element of factors of production. If capital is adequate any other factors of production such as land,
labor, and organization can be formed easily. But there is Vicious circle of problem relating to capital.
High quality labor and technology cannot be applied in the industry due to lack of capital. High amount
of capital cannot be formed as there is no adequate technology and quality labor. This circle of problems
can be broken only with external force. That external force is the FDI. The government of India has
adopted the liberal policy towards entry of Foreign Direct Investment by way of withdrawing restrictions
on FDI entry in the economy.  The foreign capital aid was the only panacea for India to solve economic
problems and achieve targeted Gross Domestic Growth. The foreign aid could be brought in form of
debt from foreign institutions like International Monetary Fund, World Bank Etc or from Foreign
Institutional Investments. . The debt capital would create the debt burden on the country in addition to
existing debt. The other one is the foreign institutional investments, the non debt capital. The Foreign
Direct Investment is the investments made by non residents in the industries in the form of fixed
capital with intention of controlling or participate in the management of company affairs The Foreign
Direct Investment inflow has created a positive impact on economic indicators such as Gross Domestic
Product, Gross Capital Formation and  employment generation.

Keywords : Foreign Direct Investments, Economic Indicators, Impact on GDP, Impact on capital
formation, Impact on Employment generation.

India is a rich country and inhabited by poor people.
There had been many reason for liberalizing FDI
inflow in India. The most among them are the
technological and managerial transparency. The
foreign direct investment not only brings capital in
the country but also brings technology. It also
transforms know how from one country to another
country. Normally FDI inflow happens between
developed countries with developing country. This
leads to synergy. The local industries will get foreign
market and local market will get foreign goods. This
kind of movement is beneficial to both investing and
invested countries. It is a win-win situation. The other
important thing to be considered from developing
country side is burden of capital. The FDI inflow is
not a debt creating capital on the part of the
government. It is non debt creating capital fully depend
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on performance of the industries. As the FDI calls
for equity participation in the capital of the invested
company by foreign entities, does not create any
burdon on the government. India is controlling the
FDI investments through its Foreign Direct Investment
policies. A separate department known as FIPP.
(Foreign Investment Promotion Board) is created to
monitor the FDI inflows. This board issues guidelines
from time to time in order to control the FDI inflows.

Owing to the collective efforts of central government,
state government and players of both public and
private sectors in India the economic prosperity is
achieved. The FDI inflow has induced GDP growth,
employment opportunities, and all other economic
indicators. Over a period of time all these economic
indicators started showing upward growth in
accordance with growth in FDI inflows. This paper
is an attempt to prove with an empirical analysis that
there is correlation between FDI inflow and economic
growth indicators.

Objectives of the Research paper:
The research paper mainly focuses on the following
objectives:

a. Analyses  of trends in FDI inflows in India

b. Analyses of trends in Gross Domestic Product,
Gross Capital Formation, Employment Generation.

c. Find out the impact of FDI growth on Economic
indicators ie Gross Domestic Product, Gross
Capital Formation, and Employment Generation.

Methodology:
For the present study the data are gathered through
secondary sources such as Reserve Bank of India
Bulletin, Economic and business magazines, websites
etc. Based on the data collected through secondary
sources , the analysis were carried out by using
appropriate statistical tools such as Time series
Analysis and Karl Pearson co-efficient of correlation.

Foreign Direct Investment Trends in India:
The FDI inflow in India has geared up when the
Indian government has adopted the Liberalized policy.
Abolition of compulsory licensing, replacing the
Foreign Exchange Regulation Act. (FERA) with
Foreign Exchange Management Act (FEMA)
brought the tremendous increase in the inflow of FDI
in India. Table 1 shows the growth in the FDI from
1991 to 2001. In the table the trend values are
calculated with the help of Time series equations
mentioned above. The value of a = -1232.133. And
the value of b = 1555.842. Values of de-trend are
calculated by deducting trend values from FDI inflows
that is De-trend = FDI inflow - Trend values.

Table 1: Trend Analysis of FDI inflow in India From 1991 to 2001

Year FDI inflows (Rs..in Crores) Trend Values De-trend values

1991-92 409 323.709 85.291

1992-93 1094 1879.551 -785.551

1993-94 2018 3435.393 -1417.39

1994-95 4312 4991.235 -679.235

1995-96 6916 6547.077 368.923

1996-97 9654 8102.919 1551.081

1997-98 13548 9658.761 3889.239

1998-99 12343 11214.6 1128.397

1999-00 10311 12770.45 -2459.45

2000-01 12645 14326.29 -1681.29

Source: Annual Report Ministry of Commerce and Industry. Dept. of Industrial policy and Promotion
Govt of India - 2007-08, Trend values and De-trend values calculated by researcher.
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Chart 1: Trend Analysis of FDI inflows

Table. 1 reveals that the total FDI inflow in 1991-92
was just Rs. 409 Crores which has increased to Rs.
12645 by the end of 2001. It shows that the FDI
inflow has increased year after year. The highest
inflow is during 1997-98 touching the total FDI inflow
to Rs. 13548. Later on in the year 1998-99 1nd 1999-
00 the FDI inflow has reduced to Rs. 12243 and Rs.
10311 respectively. Compared with the trend values
we can identify that in the year 1992-93, 1993-94,
1994-95, 1999-00 and 2000-01 the de-trend values
are negative. It shows that the actual FDI inflow
was less than the estimated trend values. In general
the growth of FDI inflow during this decade is very
good. The values of Table 1 can be presented in the
form of chart.

Chart 1 shows that the trend values curve slopes
steeply from left to right. It shows that the tendency
of FDI growth is increasing with high rate. The trend
values are the estimated FDI inflows based on the
nature of FDI inflows registered from 1991-92 to
2000-01. The actual FDI inflows plotted over the
trend values shows the comparison of FDI inflow
with estimated values. The actual FDI inflow has
shown a little flat growth below the estimated values

during 1991-92 to 1993-94. From 1993-94 on wards
the growth trend is steep increase till the end of 1997-
98. After reaching the peak point at value 13548
during 1997-98 the FDI inflow curve started falling
down. During 1999-00 the actual FDI inflow has
fallen below the trend line. It means the actual FDI
inflow is less than the estimated. During 2000-01
onwards the inflow started picking up. It means that
FDI inflow started again increasing. In general the
FDI inflow during this decade is quite satisfactory.
It means the FDI policy with liberalization strategy
could be able to attract the FDI successfully.

Trend Analysis of FDI in flow in India from
2001- 2010 :
During this period the FDI in flow in India shows lot
of variations. The growth is not stable. The following
Table. 2 shows the trend analysis of FDI inflows in
India from 2001-02 to 2010.  During 2001-02 the total
value of FDI inflow was Rs. 19361 Crores. The FDI
inflow has increased during 2001-02. It was Rs. 12645
during previous year 2000-01. The FDI inflow has
increased by Rs.6716. But during 2002-03 the FDI
inflow has decreased by Rs. 4429 Crores. From 2001-
02 to 2003-04 one could notice the decrease in FDI.

Table 2: Trend Analysis of FDI inflow in India From 2001 to 2010.

Year FDI inflows (Rs..in Crores) Trend Values De-trend values

2001-02 19361 -7414.78 26775.78

2002-03 14932 7114.805 7817.195

2003-04 12117 21644.39 -9527.39
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Year FDI inflows (Rs..in Crores) Trend Values De-trend values

2004-05 17138 36173.97 -19036

2005-06 24613 50703.55 -26090.6

2006-07 70630 65233.14 5396.863

2007-08 51244 79762.72 -28518.7

2008-09 122919 94292.30 28626.7

2009-10 123378 108821.90 14556.11

Source: FDI Statistics www.dipp.gov.in. Trend values and de-trend values calculated by the researcher.

Chart. 2. Trend Analysis of FDI inflows from 2001-02 to 2009-10

Chart. 2  shows that the straight line from left to
right sloping upwords and  the linear trend values.
The actual FDI inflows is below the trend lines during
the years 2003 to 2006. Durind 2007 it has touched
the trend line. Again it has came down during 2007
But from 2008 onwords there is substantioal growth
in the FDI inflows calculated by the researcher.

By the analysis it is found that the Foreign Direct
Investment inflows in India are showing up ward and
down word trends with respect to time. The changing
trends in the FDI inflow are mainly because of the
economic environment and the government policy.
As discussed above many factors such as special
provision of government to attract FDI, liberalization
policy etc induced the FDI inflow in India. But during
the second phase ie from the year 2001 to 2007 is
below the estimated trend line. The reason could be
economic slowdown. But during 2008 onwards the
FDI inflow started boosting up because in the
recession of the world Indian economy proved the
stable growth.

From 2004 to 2007 March there is increase in the
FDI in flow but suddenly during 2007-08 there was
huge decrease in the FDI inflows due to world
recession.  Even if world recession has continued
during 2008-09 there was growth in the FDI inflows
in India. The FDI inflow during 2007-08 was 51244
Crores and was increased to Rs. 122919 Crores
during 2008-09.

From the Table 2, the trend values are calculated
with the help of Time Series equations Y= a + bx.
Accordingly the Value of a = - 21944.361 and value
of b= 14529.583. Value of a shows constant growth
in the FDI inflow where as value of b shows the rate
of growth pertaining to time values x. a + b shows
the linear growth of FDI inflows. De-trend values
shows the deviation of actual FDI inflows from the
linear trend values of FDI inflows. In the above table
2. The de-trend values shows negative figures during
the year 2003-04. 2004-05, 2005-06 and 2007-08.
During these years the actual FDI inflow was less
than the estimated trend values. This can be explained
with the help of chart. 2.
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Growth of GDP in India:
The gross domestic product is the major indicator of
economic growth. It is developing at an increasing
rate in India The gross domestic product (GDP) is
one the primary indicators used to gauge the health
of a country's economy. It represents the total money
value of all goods and services produced over a
specific time period. According to the data released
for the year 2006-2007, India's GDP grew at an
impressive 9.2 per cent. The share of different
sectors of the economy in India's GDP is as follows:
Agriculture - 18.5 per cent, Industry - 26.4 per cent,
and Services - 55.1 per cent. The fact that the service

sector now accounts for more than half the GDP is
a milestone in India's economic history and takes it
closer to the fundamentals of a developed economy.
At the time of independence agriculture occupied the
major share of GDP while the contribution of services
was relatively very less. Since liberalization policy in
India the GDP growing at an increasing rate. It was
Rs.515032 Crores during 1990-91 and has grown to
Rs. 5868332crores during 2009-10. ie it has increased
at 9 times within a span of 17years. The growth of
Indian GDP is largely influenced by FDI. Chart 3
shows the growth trend of GDP since 1991.

Table.3:  Table showing the GDP, Gross Capital formation and employment generation in India

Year GDP at factor cost Gross capital formation Employment Generation
(Rs.in crores) (Rs.in Crores) (in millions)

1990-91 515032 291611 36

1991-92 594168 246099 37

1992-93 681517 269647 36

1993-94 792150 286305 37

1994-95 925239 349266 37

1995-96 1083289 375888 37

1996-97 1260710 374006 39

1997-98 1401934 419378 40

1998-99 1616082 419885 40

1999-00 1786525 506244 41

2000-01 1925017 488658 42

2001-02 2097726 474448 41

2002-03 2261415 555287 41

2003-04 2538171 665625 40

2004-05 2877701 795642 39

2005-06 3402316 950102 41

2006-07 3941865 1053323 41

2007-08 4540987 1622226 --

2008-09 5228650 1757757 --

2009-10 5868332 --

Source: RBI Handbook 2009-10
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Chart. 3 : Growth of GDP in India since 1991

Impact of FDI on GDP growth:
There is positive correlation of FDI inflow with GDP growth in India. It shows that the FDI inflow is increasing
the GDP growth.. The correlation of FDI on GDP is computed with the help of Karl pear sons co-efficient of
correlation.

Result Sheet -1

Impact of FDI on GDP

Foreign Direct Gross Domestic Product
Investment at constant price

Foreign Direct Pearson Correlation 1 0.913
Investment

Sig. (2-tailed) .000

N 19 19

Gross Domestic Pearson Correlation 0.913** 1
Product

Sig. (2-tailed) .000

N 19 19

With the analysis of Correlation result sheet-1  it is clear that 1 unit of FDI would grow Gross Domestic
Product by 0.913 or 100% increase in FDI would bring 91.3 % growth in GDP. In other words to achieve one
unit of growth in GDP we need 0.913 unit of FDI. This shows that there is positive correlation between FDI
inflow and GDP growth in India.

Growth of Capital Formation in India
The capital is the life and blood of every business or every production activity. Whether it is production of
goods or service capital is must. The gross capital formation comprises of generation of capital by different
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production sectors. It comprises of capital generated by both public and private sectors. In the private sector
the lot of capital generated in the form of fixed asset would consists of Foreign Direct Investments. Therefore
the growth of inflow of FDI would lead to positive growth of Gross capital formation. The Gross Capital
Formation in India is having increasing trend in India owing to increasing trends in FDI growth. The growth of
Gross capital can be seen in Chart. 4 transposed from data mentioned in Table 3

Chart 4: Growth of Goss Capital Formation in India

indirect phenomenon. Owing to  large amount of FDI
inflow leads to high capital formation at cheaper rates.
Which in turn leads to establishment of new business
units or expansion of existing one. Technological
transformations and human resource mobility leads
to emergence of many business undertakings. This
leads to employment opportunities. In India the
employment generation is growing at positive trend.
This can be seen through Diagram 4.  Since 1991 till
2000 the growth of employment generation was at
increasing trend but after 2001 till 2004 the
employment generation was low because of
implementation of high technology in all fields of
industries. The introduction of computerization has
reduced the need of man power. But after 2004 there
is again increase in employment generation.

By the analysis of  Table 3  column 2 it is clear that
( Gross Capital Formation) is increasing since from
1991 at an increasing rate.

Impact of FDI on Growth of Gross Capital
Formation:
The Karl Parsons Coefficient of correlation is
computed with the data mentioned in Table 1 and
Table 2 (column-2) This analysis shows that the FDI
inflow has made positive impact on capital formation.
Correlation result-2 reveals the fact.
By the analysis of Correlation result- sheet 2 it can
be under stood that, the value of correlation is 0.891.
(Positive correlation.). It shows that one unit of
Foreign Direct Investment entering in the country
would form 0.891 unit of capital formation.

Impact of FDI on Employment Generation:
The effect of FDI on Employment generation is an
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Chart 5: Growth of Employment Generation

Correlation of FDI on Growth of Employment Generation.
The Karl Pearson's Coefficient of correlation is computed with FDI data mentioned in Table No 1 and 2 and
Employment generation data mentioned in Table 3. The results of the analysis is mentioned in Correlation
results-3

Result Sheet-3 Impact of FDI on Employment Generation

Foreign Direct Employment
Investment

Foreign Direct Pearson Correlation 1 0.53
Investment 4*

Sig. (2-tailed) .033

N 16 16

Employment Pearson Correlation 0.534* 1

Sig. (2-tailed) 0.033

N 16 16

*. Correlation is significant at the 0.05 level (2-tailed).

By the Correlation results-3 it is understood that the co relationship between FDI and Employment generation
is positive that is 0.534.

Impact of FDI on service sector in India:
The Foreign Direct Investment has also enhanced the performance of Service sector in India. The service
sector is playing major role in contributing Indian Gross Domestic Product and also generating huge amount of
employment. Table.4 explains the GDP contribution from service sector in India.
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Table 4: Service sector GDP contribution in India

Year GDP from Total GDP % of Service sector
Service sector (Rs. in Crs) GDP to total GDP

2004-05 1807196 2877701 62.80

2005-06 2105693 3402316 61.89

2006-07 2450657 3941865 62.17

2007-08 2854919 4540987 62.87

2008-09 3365159 5228650 64.36

2009-10 3806787 5868332 64.87

Source: FDI Statistics Dept. of Industry and Investment Promotion Board Govt. of India.

The FDI in service sector is increasing year after year. Service sector is highest to attract FDI in India.  Table
5 indicates the FDI inflow in various sectors. FDI is not allowed in Agriculture sector.

Table-5: Sectoral FDI inflow in India

Year FDI in FDI in % of Service sector
Service sector Industrial Sector to the total FDI inflow

2004-05 5693 3063 65.02

2005-06 12185 9351 56.58

2006-07 41533 11164 78.81

2007-08 53053 17907 74.76

2008-09 68880 19109 78.28

2009-10 64776 17487 78.74

Total 246120 78081 75.92

Source: FDI Statistics Dept. of Industry and Investment Promotion Board Govt. of India.

The trend of FDI inflow in India is positive. It is growing at an increasing rate. Table 6 indicates the FDI trend
in service sector in India. The growth can be noticed in chart 6

Table-6:FDI trend in Service sector in India

Year FDI inflow in Service Trend Values
sector. (Rs. In Crores)

2004-05 5693 6947.1

2005-06 12185 20576.2

2006-07 41533 34205.3

2007-08 53053 47834.4

2008-09 68880 61463.5

2009-10 64776 75092.6
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Chart-6: Trend of FDI inflows in service sector

By observing this it can be inferred that FDI inflow in service sector is having positive trend. Apart from this
it is also noticed that the FDI is having positive correlation with the GDP contribution of service sector. The
table 7 explains the relationship through Karl Pearson's coefficient of correlation analysis.

Table-7: FDI inflow and GDP contribution of Service Sector in India

Year FDI inflow in GDP Contribution from
Service sector. Service sector.
(Rs. In Crores) (Rs. In Crores)

2004-05 5693 1807196

2005-06 12185 2105693

2006-07 41533 2450657

2007-08 53053 2854919

2008-09 68880 3365159

2009-10 64776 3806787

Result Sheet-4: Impact of FDI on GDP of Service sector

FDI GDP

FDI Pearson Correlation 1 .937

Sig. (2-tailed) . .006

N 6 6

GDP Pearson Correlation .937 1

Sig. (2-tailed) .006 .

N 6 6

** Correlation is significant at the 0.01 level (2-tailed).

By calculating the correlation with the help of Karl Pearson's coefficient of Correlation the above results are
found out. This result reveal that one unit of FDI inflow in service sector would produce 0.937 unit of Gross
Domestic Product from the sector. It means that the GDP value is near to one unit of FDI. Hence there is
positive correlation between the FDI entry and GDP contribution from service sector.
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Findings:
1. The trend in the FDI inflow is mainly influenced

by government policy and good industrial climate
in India. During the first phase of FDI entry in
India that is from 1991-02 to 2000-01 the FDI
inflow showed a positive trend. During 1997-98
the actual FDI inflow was much higher that the
trend value recording highest inflow during the
decade. But in the end of the first phase that is
during 2000-01 the actual FDI inflow has fallen
below the trend lone. This is because of the economic
slowdown in India. This has been recovered in
the second phase. In general the tendency of FDI
inflow is showing positive growth trend.

2. During the second phase ie from 2001-02 to 2009-
10 the FDI in flow is showing positive growth
trend.  It has recorded the highest FDI inflow
during 2008-09.

3. The FDI inflow has brought the growth in the
economic environment of India. There is high
degree of positive correlation between the FDI
inflow and growth of GDP. It shows that Indian GDP
is much induced by Foreign Direct Investments.

4. There is high degree of positive correlation of FDI
inflow with Gross capital formation in India. But
100% of FDI is not forming 100% of capital. As
per the analysis 100% of FDI inflow is forming
89.1 % of capital formation. It means the portion
of FDI is being used for infrastructure
development. The total of FDI inflow is not utilized
for creating capital. Or in other words the capital
formation is in India is slow. But in general there
is high degree of correlation between FDI inflow
and capital generation.

5. The employment generation in India is also having
positive correlation. As per the analysis it is found
that one unit of FDI capital inflow is creating 0.534
unit of employment generation. There is low
degree of correlation between FDI inflow and
employment generation as compared to GDP
growth and Gross capital formation. The reason
would be most of the FDI inflows in India are
found in high technology sectors where skilled man
power is required. In most of the cases foreign
employees are used to reduce the cost and
increase benefit. In course of time the Indian man

power would cope up with the system. On the
other hand the FDI inflow is inducing high
technology where man power requirement is low.
Ijn general the FDI inflow has brought positive
growth in employment generation in India.

6. By the analysis it is found that FDI inflow is found
highest in service sector as compared to other
sectors.

7. FDI inflow is having positive correlation on the
GDP contribution from service sector. It means
the FDI inflow is having positive impact.

Conclusions:
The inflow of FDI in any developing country like India
has the positive bearing on the economic growth. The
vicious circle of capital formation problems can be
solved only from external force that is FDI inflows.
It is because of this reason the developing countries
frame attracting policies to increase foreign direct
investments. As FDI has no any burden on the
government relating to tax payments and forming
loan burdens, the government will always be favorable
towards the FDI. But only the sound policies relating
to management of foreign funds can protect country
against misappropriation of funds.
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Introduction :
Indian retail is dominated by a large number of small
retailers consisting of the local kirana shops owner-
manned general stores, chemist , footwear shops
,apparel shops , pan & beedi shops , hand-cart
hackers ,pavement ,etc. Which together make up the
so called "Unorganized retail" or traditional retail. The
3-4 years have witness the entry of a number of
organized retailers opening stores in various modern
formats in metros and other important cities. Still the
over all shear of organized retailing in total retail
business as remained low. The table1 below gives
the category-wise growth of Indian retail , total as
well as the organized sector ,in resent years .While
total retail sales have grown from Rs.10,591bilion

A Study of Various Strategies Adopted by Traditional Retailers
(Unorganized)  to Compete with Organized Retailers (Malls)

Satish N. Pawar

Abstract :
This study was done in Pune region with basic objective of how the small traditional retailer competes
with the emerging threat of big organized retailers (malls). To achieve this objective researcher has
selected small retailers in the vicinity of malls as respondent and administers well structure
questionnaire. By applying various cross table, descriptive analysis and ANOVA through SPSS 16 analysis
is done. It was  observed that "Better display (Ambience)" is the most preferred strategy to cope up
with growing  existence of malls, followed by  "reduced price" and" reduce expenses". Also adding
new product line and increasing number of brands are some strategies adopted by small retailers.

Keywords : Retailers, Organised Retailers, Malls, Pune,

(US$ 230billion) in2003-2004 toRs.14574billion(US$
322billion) in 2006 -2007, which is at annual
compound growth rate of about 11% ; the organized
retail sales grew much more that about 20% per
annum from Rs.350 billion (US$ 7.6 billon) in 2003-
2004 to Rs.598 billon (US$ 13.2 billion) in 2006-2007
. As a result , the share of organized retail in total
retail grew , although slowly , from 3.3% in 2003-
2004 to 4.1% in 2005-2007 .

Food and grocery constitute the bulk of Indian
retailing and it's share was about two thirds in 2003-
2004, gradually falling to about 60% in 2006-2007 .
The next in impotence is clothing and footwear, the
share of which has been about 7% in 2003-2004 and
rose to 9% in 2006-2007. The third biggest category
is non institutional health care, whose share has
slowly reduced from 9% in 2003-2004 to 8% in 2006-
2007 . The next is furniture, furnishing, appliances
and services whose share rose from about 5% in2003-
2004 to 7% in 2006-2007. The category of jewellery
watches , etc. constituted about 6% of total Indian
retailing in 2006-2007, rising from 5% in 2003-2004,
(JosephM, Soundararajan N. et al. ,2008).
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Review of Literature:
Sudhanshu Sekhar & Dr.Sarat Kumar Shaoo (2009)
mentioned that Retail means "to cut piece of "or "to
break bulk". Retailing forms an integral part of the
marketing mix. It includes 6P's (product, price, place,
people, presentation and promotion). They also said
about the GENESIS OF ORGANISED RETAILING

IN INDIA that organized retailing in the Indian horizon
in the 70s when shops like Raymond's, Bata set up
their exclusive stores and/ or franchisees. The early
80s witness the emergence of "Akbar ally's" in
Mumbai and "spacer's in Chennai these stores later
evolved into multi-chain outlets and where the first
to established the concept of organized retail in India
during the 90s with the opening up of the Indian
economy for LPG (liberalization, privatization and
globalization), new retailing formats and exclusive
outlets like shopper's stop in 1991 and pantaloon 1997
appeared in India. In 1998, Shopper's stop opened
two outlets and RPG's Giant hypermarket followed suit.

Dr pinaki Ranjan Bhattachary and Saurav
lenka(2010) states that Indian retail industry is the
largest industry in India, with an employment around
8% and contributing to over 10% of the country's
GDP. The network of retailers has reached every
nook and corner of the country. According to ORG-

MARG, the total number of retail outlets in India was
51, 30,000 during 1996-97. This means that one retail
outlet exist against an average of almost 190 persons.
Retail industry in India has become more imperative
which can be seen from the fact that there are
multistoried malls, huge shopping centers and
sprawling complexes which offer food, shopping, and
entertainment- all under the same roof.

Dr.K.Srinivasa Rao(2009) till recent, retail outlets
where considered as traditional small business
enterprises, being run by a family with minimum of
capital and with limited range of product. These are
being called as kirana shops or mom-n-shop. But the
present position quite different and it under went
tremendous changes in many respects the mall culture
is redefining the status of these retail outlets which

have become prime investment areas attracting
investors both from domestic and foreign fronts.

Dr. S.V.Pathak, Aditya P.Tripathi (2009) India has
witnessed a frantic pace of retail development over
the past five years. It is believe that the country has
potentials to deliver the fastest growth over the next
50 years.

It is known to all that India has been a nation of
Dukandars, having approximately 12milion retailers.
Obviously retailing is in our blood, either as
shopkeeper or as a shopper. The Indian retail market
is estimated to grow from the current US$ 330 billion
to US$427 billion by 2010 and US$ 637 by 2015
.Retail contributes to 10% of our GDP and is the
largest source of employment after agriculture.

Methodology
Present study is undertaken with an objective to
Study of Various Strategies adopted by traditional
retailers (unorganized) to compete with Organized
Retailers (Malls)

Researcher has randomly chosen sample of 100 small
retail shops and establishments (Defined in terms of
size, type and employment) and 86 hawkers within
about three-kilometer radius of the prominent malls
in PUNE. Fifty of these small retail shops were in the
vicinity of a mall, and the remaining 136 were located
in the vicinity of malls but in a scattered manner. In
all, 186 responses were obtained.

A schedule was administered to the shop owners or
operators in the absence of the owners. The first
part sought basic information on floor size, and
employment, both family and non-family. The second
part of the questionnaire sought data on the various
strategies adopted by them. Collected data is
processed with the help of Ms-Excel and analyzed
using SPSS.

Data Analysis and Discussion:
Reliability of questionnaire was tested by using
Cronbach's alpha methods and was found to be 0.92
indicating to carry out further analysis.
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Sr. Frequency Percent

1 Remained   same 62 33.0

2 Increased 32 17.0

3 Decreased 92 48.9

Total 188 100.0

Table 1: Location Distribution & Sales Performance

Graph1:Location Distribution of retail shops in selected sample

In total 26.3% of the data was collected from this area. This data provides us this information that most of the
hawkers and small unorganized retail shop are concentrated around this mall which may be due to its earlier
existence From the table researcher comes to know that around 48.9% of the hawkers had a decline in the
sales since the start of the mall. Whereas around 17% argued for increased in sales performance. This shows
that most of the hawkers had a decline in their sales since the start of the mall where as shops that were
located at a distance of the mall had hardly any effect.

Table 2: Strategy Adopted

Sr. Description Frequency Mean

Reduce prices 100 1.87

1 Reduce expenses 57 1.96

2 Reduce staff 10 1.80

3 Added new product lines 36 2.69

4 Discontinue some product line 8 2.50

5 Increase no of brand 29 2.93

6 Better display 132 3.28

7 Introduce self services 9 2.89

8 Done up my store 0

9 Improve home delivery 15 2.40

10 Increase store space 3 2.67

11 Increase price for some Consumer 1 3.00
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Graph2:Strategy adopted by small retailers:

The graph represent that out of 188 sample most of the unorganized retailer focused on better display and
many of them have reduced their product price while some of them have increased no. of brands to tackle the
competition from organized retailer. At the same time many retailers chose more than one strategy.

Descriptive analysis of change in strategy after the start of mall operation

Table 3: Strategy1(Reduced Price):

This table represents the strategies undertaken by the various sector of the shops.

Sr. Types of Retailers Frequency Mean Standard Deviation

1 Kirana & General Store 44 1.82 .756

2 Clothing And Footwear Shops 19 1.89 .567

3 Electrical , Mobile & Computer 14 1.95 .730

4 Pharma Good 0 . .

5 Furniture 0 . .

6 Others 22 1.93 .653

7 Total 99 1.88 .689

(ANOVA p value =0.879)

About 99 store revel that their strategy involved reducing price of their product to tackle the competition from
organized retailers. But out of all sector electrical, mobile & computer stores reduce their prices maximum
(1.95) to tackle competition. To check whether there is statistically significant difference between change in
strategy1 by various sectors ( kirana and general store, clothing and foot wear, mobile and computer accessories
stores, pharma stores, furniture stores) researcher applied one way analysis of variance , there is no evidence
that we can generalize these results to universe of all the retailers( as p value for all the sectors is greater
than 0.05).
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Table 4: Strategy2 (Reduced Expenses):

Sr. Types of Retailers Frequency Mean Standard Deviation

1 Kirana & General Store 35 2.03 .857

2 Clothing And Footwear Shops 4 2.00 .816

3 Electrical , Mobile & Computer Store 8 2.00 .756

4 Pharma Good 0 . .

5 Furniture 0 . .

6 Others 10 1.70 .483

7 Total 57 1.96 .778

(ANOVA p value =0.712)

About 57 store revel that their strategy involved reducing expenses of their product to tackle the competition
from organized retailers. But out of all sector general store, kirana stores reduce their expenses maximum
(2.03) to tackle competition. Applying ANOVA it was observed that there is no significant difference between
changes in this strategy by various sectors.

Table 5:Strategy3(Reduced Staff):

Sr. Types of Retailers Frequency Mean Standard Deviation

1 Kirana & General Store 6 2.17 1.169

2 Clothing And Footwear Shops 3 1.33 .577

3 Electrical , Mobile & Computer Store 0 . .

4 Pharma Good 0 . .

5 Furniture 0 . .

6 Others 1 1.00 .

Total 10 1.80 1.033

(ANOVA p value =0.421)

In total about only 10 stores said that they believe in reducing staff as an important strategy to tackle competition
from malls. The kirana stores were the retailers who emphasized on this strategy. Applying ANOVA it was
observed that there is no significant difference between changes in this strategy by various sectors.

Table 6: Strategy4 (New Product Line)

Sr. Types of Retailers Frequency Mean Standard Deviation

1 Kirana & General Store 17 2.65 .862

2 Clothing And Footwear Shops 9 2.56 1.333

3 Electrical , Mobile & Computer Store 4 3.25 1.258

4 Pharma Good 0 . .

5 Furniture 2 2.50 .707

6 Others 3 2.67 1.155

Total 35 2.69 1.022

(ANOVA p value =0.852)
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The above table represent that above 35 stores reported adding new product line to tackle competition. From
all the different type of stores surveyed electrical, mobile & computer stores use this strategy as an important
tool to tackle competition from organized retailer which can be seen as 3.25 in the mean score. Applying
ANOVA it was observed that there is no significant difference between changes in this strategy by various
sectors.

Table 7:Strategy6 (Better Display)

Sr. Types of Retailers Frequency Mean Standard Deviation

1 Kirana & General Store 58 3.34 .983

2 Clothing And Footwear Shops 32 3.25 .880

3 Electrical , Mobile & Computer Store 18 3.28 1.447

4 Pharma Good 0 . .

5 Furniture 3 3.00 1.000

6 Others 20 3.15 .875

Total 131 3.27 1.008

(ANOVA p value=0.58)

About 131 stores revel the fact that they use better display as important strategy to tackle competition. This
strategy was used by most of the store to attract the customer towards their shops. Mostly the grocery stores
& vegetable/ fruit hawkers use this display strategy which is seen in the mean score 3.34. Applying ANOVA it
was observed that there is no significant difference between changes in this strategy by various sectors.

Table 8: Strategy7 (Increased Number of Brands)

Sr. Types of Retailers Frequency Mean Standard Deviation

1 Kirana & General Store 14 2.79 1.251

2 Clothing And Footwear Shops 6 3.33 1.033

3 Electrical , Mobile & Computer Store 5 2.20 1.095

4 Pharma Good 2 3.50 .707

5 Furniture 0 . .

6 Others 2 4.00 .000

Total 29 2.93 1.163

About 29 stores revel the fact that they increased
number of brand to tackle competition the prominent
store which used this strategy included clothing &
footwear , which can be seen in their mean score 3.33.

Findings and Conclusions:
It is observed that that around 48.9% of the small
retailers had a decline in the sales since the start of

the Mall, whereas around 17% of small retailers
experienced increased in sales performance.

About 100 small retailers use the strategy of reduced
price to tackle the competition from organized
retailers. But out of all sectors electrical, mobile &
computer stores reduce their prices maximum (1.95)
to tackle competition. To check whether there is
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statistically significant difference between change in
strategy1 by various sectors (kirana and general store,
clothing and foot wear, mobile and computer
accessories stores, pharma stores, furniture stores)
researcher applied one way analysis of variance,
there is no evidence that we can generalize these
results to universe of all the retailers (as p value for
all the sectors is greater  than 0.05).

About 57 small retailers reveal that their strategy
involved reducing expenses of their product to tackle
the competition from organized retailers. But out of
all sector general store, kirana stores reduce their
expenses maximum (2.03) to tackle competition.
Applying ANOVA it is observed that there is no
significant difference between changes in this
strategy by various sectors.

In total about only 10 stores said that they believe in
reducing staff as an important strategy to tackle
competition from malls. The kirana stores are the
retailers who emphasized on this strategy. Applying
ANOVA it is observed that there is no significant
difference between changes in this strategy by
various sectors.

35 stores reported adding new product line as a
strategy to tackle competition. From all the different
type of stores surveyed electrical, mobile & computer
stores use this strategy as an important tool to tackle
competition from organized retailer which can be seen
as 3.25 in the mean score. Applying ANOVA it is
observed that there is no significant difference
between change in this strategy by various sector.

About 132 stores reveal the fact that they use better
display as important strategy to tackle competition.
This strategy was used by most of the store to attract
the customer towards their shops. Mostly the grocery
stores & vegetable/ fruit hawkers use this display
strategy which is seen in the mean score 3.34.
Applying ANOVA it is observed that there is no
significant difference between changes in this
strategy by various sectors
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Introduction :
The Indian economy is agro-based even though lot
of efforts taken for industrial development in post-
independence period. Today, agricultural sector plays
major role to support industry and other sectors. The
special efforts have been taken to increase production
and export of fruits and vegetables in the nineties.
Due to the special efforts, the area under cultivation
and total production has shown considerable increase

Entrepreneurship in Wine Industries in Maharashtra

Anil S. Patil, Annasaheb M. Gurav

Abstract :
India is the country of villages and having good scope to rune agro-based industries. Due to the special
efforts, the area under grapes cultivation and total production has considerably increased in the rural
area. At present in Maharashtra, 80% grapes are used for direct consumption, 15% for raisin and 5%
is for Wine production. In India even though the grapes are more used for food processing as compare
to other fruits, the proportion is much low as compared to other grapes producing countries. In other
countries of the world, almost 80% grapes production is used for wine production and remaining 20%
is used as table grapes. In most of the countries different food products such as raisin, wine, juice,
squash, jam, jelly, pickles, chocolate, tartaric acid, oil etc are manufactured by using grapes. In
Maharashtra only raisin and wine are manufactured largely as compared to other food product. The
grapes production used for wine manufacturing is much more than the production of table grapes in the
top grape producer countries of the world. In 2001 survey report noticed that not only wine but also
sixteen (16) such food products could be manufactured by processing grapes. It has been observed
that demand of wine is more than the production and to meet the extra demand, wine is imported from
foreign countries. Wine industry is rural based industry in Maharashtra (India) for bringing urban money
to rural area. Maharashtra is producing 10 laks mt. tones of grapes out of 12 laks mt. tones in India. 67
wine projects are working in Maharashtra out of 72 in India and producing 1,32,00,000 lts. wine per
year. At present 5000 acres of land is under cultivation of 'Wine Grapes'. The consumption of wine per
person per year is only 07 ml. in India and 60 lts. in France.

Keywords : Wine Grapes, Agro-based industry, urban money to rural area, Food products, Wine consumption.

in the agriculture products. It is observed that the
income from export of grapes was 7.4% of the total
income from exports of fruits and vegetables in the
year 2004-05. In a total area under cultivation of
different fruits, grapes cultivation is of 27.49% in
Maharashtra state and share in total production is
21.48%. In India, out of total grapes production 80%
used as table grapes, 15% for raisins and only 5%
are used for wine and juice production. In India even
though the grapes are more used for food processing
as compare to other fruits, the proportion is much
low as compared to other grapes producing countries.
In other countries of the world, almost 80% grapes
production is used for wine production and remaining
20% are used as table grapes, but in India it seems
opposite. In most of the countries by using grapes
different food products such as raisin, wine, juice,
squash, jam, jelly, pickles, chocolate, tartaric acid, oil
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etc are manufactured. In Maharashtra only raisin and
wine are manufactured largely as compared to other
food product.

Objectives of the Study:
1. To study the Entrepreneurship in wine Industry

in Maharashtra (India).

Data Analysis and Interpretation %

Table 1. Number of wineries in 2009 (District wise)

Sr. District Number of Wineries

1 Nasik 30

2 Sangli 10

3 Pune 11

4 Solapur 03

5 Buldhana 03

6 Usmanabad 01

7 Other Districts 09

8 Total 67

Source: (Article- Maharashtra Wine industry F.Y.2008 by Tushar Pawar. 09/06/2008.)

Table 2:  Wine Industries in Maharashtra:

Sr. Year 2001 2004 2005 2006 2007 2008 2009

1 Running wine industries 4 24 36 44 51 58 67
in Maharashtra

2 Production of wine in 20.00 30.15 54.64 94.79 132.76 211.00 132.00
Maharashtra (in liters) (lakhs)

3 Total investment in NA 77.75 110.17 160.31 247.71 328.97 NA
Maharashtra (in crore)

NA = Not Available,

Source: (Wine Board Literature- by Jaydeep Kale)

2. To study problems and prospects of wine industry
in rural area.

3. To draw conclusion and make appropriate
suggestions to the Entrepreneurs.

recession. Investment in this industry in Maharashtra
is from Rs. 77.75 lakhs to Rs. 328.97 lakhs.
Considering the quantity and investment, it is a good
indication in rural area but the rate of growth is not
considerable. It is noted that the total investment is
around 328.97 crore with less consumption in India
and less export in comparison with world market.
Referring the above table and present cultivated land

It is observed by the researcher that in 2001 only 4
wineries in Maharashtra and at present 67 wineries
are working. Considering the numbers of units, it is
good indication for this industry. The production of
wine in 2001 was 20 lakhs liters and in 2008 it goes
up to 211 lakhs liters and it is good growth in this
industry. It is found that in 2009; the production has
decreased (132 lakhs lts.) because of world
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for grapes, it can be concluded that there is a good
scope for rural entrepreneurship in Maharashtra and
India too. It helps for employment generation and
bringing urban money in the rural area by way of winery.

Grapes winery is based on right from plantation of
grapes to wine production. For wine production
different varieties are used. Special varieties of
grapes are needed for production of red wine, white
wine and sparkling wine. Wine grapes are totally
different in size, taste as compared to table grapes.
Also the proportion of alcohol in red, white and
sparkling wine is 8.5% to 14%. Special varieties are
used for wine manufacturing like Shenen Block,
Maralo, Caberne etc. These varieties are less prone
to diseases and that reduce expenditure on fertilizer
and pesticides. Special grapes are getting sure market
because of increased number of wineries he
Maharashtra state. Due to this situation plantation
of grapes have been increasing day by day and
farmers are using scientific methods for cultivation
of grapes. At present around 5,000 hectares of land
in under cultivation of grapes and every year it has
been increasing by about 300 to 400 acres.

It is studied by the researchers that the grapes used
for the production of wine is much more than the
production of table grapes in the top grape producer
countries of the world. In India, situation is exactly

reverse to that other countries. In India the area
under the cultivation of table grapes is about 60,000
hectors, from which production of approx 12 lacks
metric ton is obtained. In the total production, the
share of Maharashtra alone is 10 lacks metric ton.
Even though the production of grapes is too high, the
proportion of wine production is low. Also the export
of grapes is not exceeding 32 to 35 ton per season
and due to this fact, 80% of total grapes production
are used as table grapes.

In view of the difficulties faced by grape growing
farmers, a survey has been done in 2001. In the
survey report it has been noticed that; not only table
grapes or wine but also sixteen (16) such food
products can be manufactured by processing grapes.
Also it has been observed by the researchers that
demand of wine is more than the production and to
meet the extra demand, wine is imported from foreign
countries. It indicates that there is a good prospect
for winery in Maharashtra. Considering all difficulties
facing by grape growers, the units have created
employment in rural area. The Government of
Maharashtra declared grapes processing and industry
policy on 19 October 2001 to motivate wine
production in the state. Government has given many
facilities and also subsidies for the rapid growth of
wine industries in the state.

Table 3. Major wine markets of the world

Sr. Country Share in world wine market

1 France 5.6 billion liters

2 Italy 5.3 billion liters

3 Spain 3.5 billion liters

4 United States 2.2 billion liters

5 Argentina 1.4 billion liters

6 Germany 1.00 billion liters

7 South Africa 770 million liters

8 Australia 750 million liters

9 China 690 million liters

10 Gallo (MNC) 675 million liters

11 Portugal 611 million liters

Source: (Wine Board literature)
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Table 4. Total Wine export from India

Sr. Year Export (in liter) Export Rs.

1 2003-04 2,74,440 3,22,66,000

2 2004-05 3,67,140 4,00,64,000

3 2005-06 4,48,520 5,82,88,000

4 2007-08 (April to September) 2,36,350 2,92,46,000

Source: (Present Scenario of wine industry in India by G. S. Karibasppa, P. G. Adsul, S. D. Sawant.
NRC for Grapes, Manjari, Pune.)

Out of world total annual production of 32 billion liters, the above are among the top countries and MNC's
have their share in the world wine market. In the case of Australia, they export 2030 million liters annually
more than billion dollars worth and UK is its major market worth $489 million. It indicates that there is a good
scope for wine market in the world.

Table 5.  Wine consumption in India for last 5 years
(Figures in liters)

Sr. Years Local wine Import wine Total wine
consumption consumption consumption

1 2001 42,75,000 7,47,000 50,22,000

2 2002 44,73,000 7,47,000 52,20,000

3 2003 48,15,000 7,74,000 55,89,000

4 2004 55,89,000 8,64,000 64,53,000

5 2005 66,78,000 10,44,000 77,22,000

From above mentioned table it is observed that production of wine is less than demand. In foreign countries,
a wine industry enjoys the status of big industry. They are also taking some extra efforts to boost wine
industry by organizing exhibitions and gathering at international level to emphasis different levels from wine
production to marketing. It is also noted by the researchers that the per capita wine consumption in India is
very less and in other countries it is considerable. Considering the above table it is conclude that production of
the wine should be increased in India and especially in Maharashtra.

Table 6 Per capita wine consumption (country wise)

Sr. Country Per capita wine consumption
(in liters/ year)

1 France 60

2  Italy 59

3 Spain 37

4 United Kingdom (UK) 24

5 China 350 ml.

6 India 07 ml.
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Considering above table it is found the in France 60
lt. consumption per year per person at the same time
in India, 07 ml. consumption per person, which is very
low. For increasing consumption in India proper
strategy should be adopted by the government. The
government should provide good infrastructure
facilities for production and marketing of wine. There
are two ways to increase the consumption of wine
in India. One is to reduce the alcohol percentage and
use this wine for the production of medicine and
another one is to increase the percentage alcohol and
sale it as liquor in the market.

Grapes Processing Industry Policy-2001:

To motivate the grapes growers and wine industry,
the government has designed grape processing
industry policy - 2001 are as follows:

1. Wine industry included in the priority sector to
provide financial assistance through NABARD
and other bank.

2. Wineries within the investment limits of small-
scale industries can enjoy the status of small-
scale industry.

3. The wineries started after 18 September 2001
was exempted from Excise duty. The exemption
was given for next 10 years

4. License will be issued to already existing Beer
Bar for the sale of wine and also licenses will be
given to open wine bar.

5. The distribution of plots in the wine park and
license for wine production will be issued at
district level. The procedure for obtaining license
has been made simple and authorizes have been
given limit of maximum of 30 days to issue
license.

6. To manufacture wine of international standard,
to maintain its quality and to create trained
workers, wine institutes should be established.
These institutes will helpful for wine industry for
training, inspection, research and information
center.

7. A separate board was established for wine and
other grape processing industry. Members of
boards will be representative of wine industry,
grape growers, state government, government
laboratory, wine institute, etc.

8. A committee was formed under the chairmanship
of Chief Secretary (Excise) to bring simplicity
in the control of excise department.

9. A grape grower may get license to start his/ her
own winery on his/ her own field; for which
condition of N. A. plot has been relaxed.

10. Government reserve some plots in the MIDC's
of rural area so that minor farmers can establish
their own winery with minimum investment.

Government of Maharashtra declared "grate
processing industry policy" in 2001 to activate and
strength grape processing and wine industry in state.
Accordingly a Memorandum of  Understanding
(MoU)  between MIDC and APEDA in 2002, the
top grape producing districts viz. Nasik, Sangli, Pune,
Solapur, Satara and Ahmednagar declared as agri-
export zone and due to this grape processing and
wine industries in these districts have been awarded
many facilities and subsidies. Due to the policy of
the government, wine industry in rural area is rapidly
developing in Maharashtra. Before the declaration
of policy, total wine production in the state was 20
lack liters. Now it has been increased considerably
with latest figure of 2.32 crores liter. In rural area of
Maharashtra, 67 wineries have been established by
the grape growers and getting good prices for their
production. This is an outcome of state government's
policy. At present wine parks are established in Nasik
and Sangli district. Godavari wine park at Vinchure
in Nasik district and Krishna wine park at Palus in
Sangli district, for these wine parks, plots on
subsidized prices are provided to farmers and wine
industrialists along with infrastructure facilities such
as developed roads, water supply, electricity supply,
modern communication facilities, mother unit,
drainage system etc. There were only four wineries
before declaration of the policy in Maharashtra with
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total wine production of 20 lack liters but today there
are 67 wineries in Maharashtra with production more
than 2.32 crores liters of wine.

Problems of Wine Industry:
Most of the people in society don't differentiate wine
and liquor. They think that these two are same. Also
wine is costly as compared to liquor because of high
production cost, low production and low productivity.
Another limit in this industry is that due to high wine
cost, consumption of wine is low in the urban and
rural area. So misconception regarding wine has to
be cleared by conducting awareness programmes and
also better marketing system has to be developed in
India and worldwide to increase the sale of wine.
The liking of Indian wine has to be increased in
international market by all means. Also frequent
terrorist attacks at different places of country has
created a fear in the minds of international tourists,
especially after the 26/11 attack in Mumbai, number
of foreign tourists are decreased considerably, this
has affected on sale of wine in 2009. Total wine
production was 1.32 crores liters, which was less as
compared to previous years. If the same trend
remains for next few years, it will be great loss to
Indian wine industry as well as to grape growers and
that will create severe problem for wine industry.
Other reasons like time - bound season of grapes,
perishable fruit, so when there is over production;
which affects on rates of grapes, that may incur
financial loss to grapes growers. Some marketers or
agents in the market, they creates an artificial supply
and demand crises, financial crises by declining the
rates of grapes or by cheating the grape grower

farmers. Considering above all analysis it is found
that there are number of problems before this industry.

Conclusion:
Women employment generation in wine Industry in
Maharashtra (India) has huge scope and good
prospects in rural area. The researchers have drawn
the conclusion that the India is the country of villages
and having good scope to rune agro-based industries
in the villages. At present in Maharashtra, 80%
grapes are used for direct consumption, 15% for
Raisin and 5% is for Wine production. In other
countries of the world, almost 80% grapes production
is used for wine production and remaining 20% is
used as table grapes. In Maharashtra only raisin and
wine are manufactured largely as compared to other
food product. It has been observed that demand of
wine is more than the production and to meet the
extra demand, wine is imported from foreign
countries. Wine industry is rural based industry in
Maharashtra (India) for bringing urban money to rural
area. 67 wine projects are working in Maharashtra out
of 72 in India and producing 2,11,00,000 lts. wine per
year. At present 5000 acres of land is under cultivation
of 'Wine Grapes'. The consumption of wine per person
per year is only 07 ml. in India and 60 lts. in France.
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Introduction :
Market-oriented businesses are committed to
understanding and developing superior  solutions  to
customer  needs  through  the  processes  of  acquiring
and evaluating market  information  in  a systematic
and  anticipatory  way (Kohli and Jaworski, 1990;
Narver and  Slater,  1990; Day, 1994; Slater and
Narver, 1999). Two approaches to market orientation
have been distinguished in the literature. A firm can
be "market driven", i.e. reactive and adapting its offer
to current customer needs,  or  "market  driving",  a
more  proactive  approach  which  implies  leading
customers  and  reshaping  markets  (Kumar,  1997;
Slater  and  Narver,  1998; Jaworski  et al., 2000;
Kumar et al., 2000). Some authors define market
driving as an emerging form of the marketing concept
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behaviours, they enable the company as a whole to unite behind a particular strategic intent. A market
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within the existing market orientation paradigm, while
others view it as a new and distinct marketing
paradigm in its own right (Hills and Sarin, 2003).

Attempts to synthesise the characteristics of market
driving emphasise value creation, change, and
leadership, plus the importance of a market-driving
culture characterised by shared values and norms
that facilitate innovation and change (Hills and Sarin,
2003).  This paper argues that corporate branding
provides a mechanism for developing this cultural
emphasis. The goal of corporate branding is to
conceive, manage and communicate corporate brand
values in order to guide managerial decisions, actions
and normative firm behaviour (Lair and Knox, 2004).
Since corporate brand values originate from
organisational heritage and culture, and guide
employee behaviours, they enable the company as a
whole to unite behind a particular strategic intent.

However, corporate brand values and the way that
they are translated into staff behaviour and conveyed
to customers and other stakeholders are generally
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overlooked in existing studies of market driving,
although some contributions use examples of
companies with strong corporate brands to illustrate
this approach. When internationalisation is involved,
it is also important to consider a firm's actions at
both the global and the local levels. A market  driving
strategy  applied  in  a  local  market  is  more  likely
to  succeed  if supported  by  a  clear  and  consistent
global  brand  vision,  and  a  value  laden resource
base that can be mobilized and implemented at the
local level.

Theories of Market Driving
The traditional "market driven" interpretation of
market orientation has been criticized for being
associated with adaptive learning and thus neglecting
the role of innovation in market   change.  In contrast,
the "market driving" interpretation provides a
proactive approach in which companies can shape
market structures through altering the composition
and/or behaviour of market players. A broader
perspective is taken, as market driving requires the
consideration of a wide group of stakeholders
including customers, competitors, employees and
other business actors. The market driving approach
is recognised as a successful strategy for a number
of firms such as: Dell; Amazon.com; Sony; and
CNN, all of  which  have  strong  market   positions,
a clear brand image, and exhibit sustainable
international business growth.

Despite representing different perspectives, the
market driven and market driving approaches are
regarded as complementary, as both represent a
market orientation that entails a focus on customers,
competitors and broader market conditions. Any
given organisation can therefore be both market
driven and market driving and successfully operate
both approaches,  and it has been argued that these
two approaches might also be sequential, with a
successful market driving strategy requiring a firm
to subsequently become more market driven (Harris
and Cai, 2002).

Existing conceptualizations of market orientation
have applied different perspectives. The latter

approach suggests that successful market driving is
based on two premises: business system uniqueness
and a value proposition revolution.

Essential characteristics of this approach, alongside
the conventional market sensing activities of market
orientated firms, include: a clear corporate vision;
the behaviour of employees - who through
empowerment and creativity make the vision become
a reality; the revolution of channel structures; and
the education of customers.

One review of existing literature, proposed a broad-
based definition of the market driving approach:

"A firms' ability to lead fundamental changes in the
evolution of industry conditions by influencing the
value creation process at the product, market or
industry levels." (Hills and Sarin, 2003) and identified
three key underlying dimensions:  value creation;
change and leadership. The role of organisational
culture in creating and implementing market driving
strategies is further recognised by Carrilat et al.
(2004), who stress the role of transformational
leadership in articulating a vision and aligning the
values and goals of organisational members, and of
organisational culture in facilitating shared values and
behavioural norms.

The emphasis placed in all these studies upon value
creation, corporate vision, leadership and
organisational culture in creating change in the
behaviours, attitudes and structures of market actors
suggests that corporate branding may play an
important role in my understanding of the market
driving approach.

The Corporate Brand and its Role in Market
Driving
All the examples of market-driving companies
provided by Kumar et al. (2000) are strong corporate
brands with a clearly defined vision and values, a
fact not explicitly discussed by the authors. The
researcher proposes focus on corporate branding by
aligning their internal organisational systems and
external networks with core values and attitudes,
these companies develop strong corporate brands.



26 ETHOS Volume 4 Number 2 July - December 2011

In conditions characterized by unsustainable product
differentiation, increasingly sophisticated consumers
and fragmented markets, the corporate brand is
recognized as an important asset (Balmer and Gray,
2003; Kunde, 2002; Hatch and Schultz, 2003; Kay,
2006). The growing importance of corporate
branding, and associated constructs has been
identified by several authors (e.g. Balmer, 1995;
Hatch and Schultz, Chun and Davies, 2006; Kay, 2006).

It is not the researcher's intention to discuss this
expanding body of research in detail, but to recognize
that within this work emphasis is placed upon: core
values and attitudes as defined by company founders
or senior management; the role of employees and
organisational culture in delivering and maintaining
these values; value based relationships with
multiple stakeholder groups, and the ability of
corporate brands to influence stakeholder
behaviours. A corporate brand is the product of
millions of experiences that a company creates-with
employees, vendors, investors, reporters, communities
& customers & the emotional feelings these groups
develop as a result. According to Davis (2003)
"Corporate brand as a composite of all the
experiences, encounters & perceptions a customer
has with the company."  The corporate brand provides
a source of competitive advantage by bringing
together the company vision, culture and values, with
organisational systems and networks, to form a
unique organizational value proposition for customers
(Knox et al., 2000; Hatch and Schultz, 2003). Balmer
and Gray (2003) define the characteristics of a
corporate brand as:

"An identity that has been astutely nurtured and
maintained over successive generations, that has
enjoyed wide staff commitment to its ethos and
values - a commitment that has in time been
reciprocated by those stakeholder groups that are
crucial to the organizations success and continuance
- furnishes a sound underpinning for a successful
corporate brand."

It is also stressed that although the link between
identity and image is reciprocal, it is more beneficial

to have a stronger identity than image (Davies and
Chun, 2002).

For example, Kay (2006) argues that examples of
brands with strong identities should be used with
caution, since brands acquire power in different ways
and convey specific social meanings, and are thus
not universal.

Corporate Branding and Market Driving: A
Proposed Framework
The  framework  presented  in  Figure  I  places  the
corporate brand as a balancing force, which
considers  the  interests  of  different  stakeholders,
whilst simultaneously reinforcing  the company's core
values and maintaining its image and business
proposition. It also illustrates the interaction between
the firm's efforts in the local market and its global
position and image. The focus is on different
stakeholders and on how the firm can manage and
balance stakeholder relationships in order to
pursue a market driving approach based on
"global" corporate values whilst also paying
attention to local conditions.

The starting point in developing a consistent
market driving approach is the brand identity that
acts as an organisational basis for strategy. Brand
identity is viewed as interplay between vision,
organisational culture and employees (existing
staff). This conceptualization is based on the model
by Hatch and Schultz (2003), which has been
developed further to stress the crucial role of
employees on the different levels in identity
formation, and their role as the link between the
brand and its different stakeholders (Larsson et al.,
2003).

The core brand values form the epicenter of the
brand and the essence of its identity (Urde, 2003).
These  core  values  are  firmly  rooted  in  the
company's heritage,  linked  to  its  founders,  and
the  strategic  vision  as  defined  by  the
management/owners, whose role is to safeguard
the values and culture over time. Brand  values
have  to  be  clearly  defined  and  operationalised
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in  order  to  be effectively communicated both
inside and outside of the firm. The brand values
are a driving force in developing other components
of the marketing strategy.  The nature of values is
also important since market driving is argued to
be facilitated by risk-taking, innovative, learning-
oriented organisational culture (Carrillat et al., 2004).

The Research Design and Method
This research is based on an in-depth case study of
ECOBOARD Industries Ltd. at a corporate level and
its local market activities in Pune. Pune provides  a
suitable  setting  for  a  market  driving  approach,
as  the  market  is immature,  fast  developing,  and
characterised  by  rapidly   changing  consumer
demands. As a market ripe for market driving it
provides a setting for observing the role of corporate
branding mechanisms in these activities. Ten in-depth
semi-structured interviews were conducted with
ECOBOARD PUNE staff at senior and middle
management levels; one interview was carried out
with a local supplier; and seven interviews were
carried out with corporate managers in Pune. The
respondents were drawn from different positions in
the brand  value  chain  (product  range,  distribution,
supply   chain,  retail,  human resources  etc)  The
terms "market-driven" and "market-driving" were  not
used during the interviews. Instead themes relating
to these approaches were discussed freely. Similarly,
the corporate brand concept was disaggregated into
components such as brand values, vision, culture etc.
and discussed broadly. Consequently, topics included:
the generation of market intelligence (in a broad
market sense), its organisation-wide dissemination
and different response mechanisms and designs;
corporate brand dimensions and their impact on
behaviours and market activities; and relationship
issues with stakeholders. The conceptually clustered
matrix coding techniques were used for data labelling
and retrieving (Miles and Huberman, 1994, p. 20;
Ghauri, 2004). The theoretical framework discussed
earlier was used as a basis for data collection. In the
process of analysis, the assumptions behind the
framework were tested and it was complemented
with new insights.  Thus, the research used a

systematic combining (Dubois and Gadde, 2002) of
theory and empirical data, which implies a constant
interplay between the framework and the case that
evolves gradually. The findings of the research should
be viewed as exploratory in nature and the theory
and implications only tentatively generalised following
the logic of analytical generalisation from a single
critical case (Eisenhardt, 1989; Yin, 1994; Ghauri and
Grönhaug, 2005).

The Corporate Brand as a Market Driving
Force - Insights from Ecoboard Industries Ltd.
Ecoboard Industries Ltd. has its origin with a noble
idea of protecting the environment through
commercial ventures of effluent treatment plants and
particle board factories in Maharashtra. Ecoboard
Industries Ltd. is a Rs.100 crores venture under the
able leadership of world renowned and experienced
sugar technologist Shri.V.S.Raju, its Chairman & its
managing director. The industry has two divisions-
Biosystems division (BSD)and Particle board
division(PBD). BSD undertakes turnkey project
engineering assignments on design, planning and
implementation of Biogas plants to treat distillery
spent wash and help in generating biogas as a fuel in
return. Ecoboard Industries Ltd. has to its credit as
being the only authorized agency in India to
implement the 'SUZLER' technology. Over 45 such
project installations have been credited to Ecoboard
Industries all over India and abroad.

India has only 19.39% of forests cover against a safe
cover of 33% practiced in the developed countries
world over. Trees provide good climate, water, food
and above all pleasantness to my environment. To
encourage use of wood free substitutes Ecoboard
has ventured into manufacture of these boards.

Particle board division has two plants in Jambhulwadi,
Sangli district and Velapur, Solapur district with credit
of having largest manufacturing capacity in the
country of 300 cubic metres per day. It is the first in
India in starting the particle board using agro
residues, first in obtaining bureau of Indian standards
certifications for its plain boards IS:3087 and for
prelaminated boards IS:12823,also first ever in this
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line of business in the India to be awarded
'ECOMARK' lable -a mark of ecofriendliness by
the Govt. of India.

Ecoboard manufactures 100% wood free plain and
prelaminated eco friendly particle boards from
nonconventional a renewable resource-sugar cane
bagasse to reduce the dependence on wood and
plywood for furniture needs of the population. TO

GROW A TREE IT TAKES MANY YEARS, STOP

FELLING TREES AND USE WOOD FREE

ECOFRIENDLY ECOBOARDS. USE FIVE BOARDS

AND SAVE A TREE. Ecoboard is a ONE STOP SHOP
for its wide range of products in various sizes,
thickness (9mm to 35mm), various shades (over20)
grades of boards (exterior & interior), plain &
prelaminated & vennered boards, 5 different
finishes etc

ECOBOARD's corporate brand system
ECOBOARD has  long  been  recognised  as  an
extremely  strong  brand  regularly featuring in  the
top annual listing of the India's most valuable
ecofriendly brands. The brand is based upon a vision
of "To promote conservation of environment through
introduction of commercially viable and economically
sustainable eco-friendly products and technologies",
as expressed by Shri.V.S.Raju, its Chairman & its
managing director. The brand values (Table I) are
linked to this vision and play the guiding role in brand
development. The values form the foundation of a
unique culture internally called the  "ECOBOARD
Way",  which  is  an  expression  of  ECOBOARD's
history,  product  range, distribution system,
management style, human resource ideas, etc. Brand
and cultural values coincide  almost  completely  at
ECOBOARD. They permeate strategy,
organisational processes, product development, and
customer relationships. For example, the core value
of  "conserves tree resources and forest wealth "
dictates the necessity of global conservation,  defines
the  customer  relationship  where  "ECOBOARD
does  a  half  and  the customers do a half", and
guides product design, choice of  materials, the
self- service flat-pack concept, and logistics.

Similarly another core value, "saves environment
from pollutants , promote  rural economy and
employment, help farmers getting remunerative
price for their sugarcane,  promote self-
employment among carpenters, artisans etc.", is
reflected in a fast planning process, behaviours and
routines governed by common sense,
straightforward relationships with suppliers and
customers, and the product development process.

[Refer Table I here]
By linking vision, values (and culture) and creating
a distinctive brand identity, ECOBOARD creates a
firm platform for entering a new market. It was
the overall company vision that guides
ECOBOARD Industries ltd. in INDIA:

"ECOBOARD is needed in INDIA because very few
companies care about the interests of conservation
of environment, deforestation, self employment
among rural youth, good price for sugar cane etc.
In today's INDIA only those who can afford
Mercedes and BMW have had their needs
satisfied." (Marketing Manager, PUNE)

ECOBOARD's brand identity, as projected through
the product range, plays a central role in the pursuit
of a market driving strategy. The product range is
developed in Wakdewadi, Pune and introduced
with only minor adaptations (e.g. eco friendly
furniture and awareness of conservation) in all its
markets. ECOBOARD introduces the range
irrespective of what is considered to be popular
with customers in the market. In INDIA furniture
is traditionally expensive; "heavy" in appearance,
made from dark wood and lacquered - almost a
total anti-thesis to the ECOBOARD style of
furniture. The range is made relevant through a
modern style that is considered to be more
universal than a typical Indian one.

"I have the ECOBOARD range, the market
knowledge and the people needs  here, which are
pretty much the same in India and throughout the
World ." …"To us the need is what comes to the
wallet, not when it comes to the style." (Store
Manager, PUNE)
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In each market ECOBOARD must recreate its
company culture from scratch. This includes
replication of the standard store design and layout,
and an extensive cultural education programme. This
is led by a team of experienced ECOBOARD staff
(mostly but not all Sides), and involves introducing
the new co-workers to ECOBOARD routines and
cultural traditions, as ill as developing the necessary
competences (e.g. teamwork, leadership, skill
diversity, etc). Indianness, as a vital part of the
ECOBOARD heritage, is carefully implanted through
photographs of Indian landscapes at the ECOBOARD

office in PUNE, the ECOBOARD workshop at
Wakdewadi,Pune with its modern State of art
designing style, and via the Indian management style,
which gives responsibility to each co-worker who
"learns by doing". The workshop becomes a cultural
incubator - as the training site for new employees.

A key element in sustaining a corporate brand are
the company employees, who should  personify the
company's vision and brand values, and communicate
these values to customers.  The way ECOBOARD
treats its co-workers is guided by the same principles
of simplicity, modesty and cost-consciousness that
are visible in the product range. Larsson et al. (2003)
argue that ECOBOARD's growth strategy is closely
related to individual employee competences such as
efficiency, competitiveness  and  leadership,  creativity,
teamwork,  speed,  adaptability  and entrepreneurship,
which  are  associated  with  Ecoboard values.

Local Market Driving Activities and Market
Change: ECOBOARD, PUNE
The researcher tries to focus on activities that are
central to the firm's pro- active strategy and on the
changing relationships with the major market players
namely employees, suppliers, customers, opinion
formers, and competitors. The emphasis throughout
the analysis is on the role of corporate brand values
and activities on driving change in these areas.

Changing supplier behaviours by integrating
them into the global network
ECOBOARD's  Pune  supplier  strategy  has  been
to  build  a  network  of  local suppliers via active

cooperation with the Indian wood industry. The
core value of the pursuit of value added prices for
customers makes it vital to increase the share of
locally produced  articles  in  the  range.   This pro-
active approach to supplier relationships encompasses
guidance, training, and   financial support.  It also
requires stricter control over production conditions
(quality and delivery time), whilst also considering
supplier capabilities. A firm cannot ignore local culture
if it is to succeed with a market driving approach.
ECOBOARD needed to understand this position and
then invest in training and  other  resources
(machinery  and  "soft  values")  in  order  to  change
this behaviour.

A four-step  process  designed  at  the  corporate
level,  provides  a  code  of conduct which  is
implemented in all states, including Pune, to ensure
that suppliers are continuously raising their standards
in respect of social and working conditions and the
environment. Building trust is a principal issue in
relationships with suppliers. The threat of
opportunistic behaviour  by  suppliers is minimised
through  long-term  orders,  investments  in
production,  and  strict   control  over implementation,
yet it is not completely eliminated since the
relationship gains for suppliers  may  be  out righted
by  the  fear  of  losing  their  independence.  The
Pune supplier interviewed explained that although his
factory was certified for Step One (no child labour
and decent working conditions with minimum salaries)
and he was aiming for Step Two,  the fear of losing
existing orders from other clients,  alongside  a
decreasing  variety  and  complexity  of  products,
made  him cautious about prioritizing ECOBOARD
above other clients. Again, the standards that
suppliers have to meet are closely related to
ECOBOARD's corporate   brand values of
environmental conservation, deforestation, customer
focus, and striving to meet reality, which are guiding
principles in all relationships. The ECOBOARD
entrepreneurial spirit marks the start of all
successful supplier relationships:

"It is more important to find the management with
the right spirit, because you can build up factories,
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but you cannot change the mentality if you don't
have the right people from the beginning."
(Purchasing Manager, PUNE)

The process of finding new partners in Pune was
compared to "vacuum cleaning Pune" in order to find
suitable entrepreneurs. This mirrors the way that
ECOBOARD recruited employees all over India.
By developing supplier competencies and
increasing their competitiveness, the company is
driving  local  suppliers  to increase their  general
standards  and  creating  conditions for  integrating
local suppliers into the global network:

"Right now my needs are much bigger than the
Indian industry can cope with. Right now we are
trying to push the industry to do something! As
soon as all these entrepreneurs get started, once
all the financing goes into  development  of  new
products,  I  think  we  will  see  a  fantastic
development here." (Purchasing Manager, PUNE)

Channel control through relationship formation
with suppliers and other trade partners has been
identified as one of the central tenets of market
driving. my case  supports  this  finding  but
emphasizes  the  characteristics  of  the  relational
approach, such as cooperative  development of
suppliers in accordance with the company's core
values and related Codes of Conduct. The
corporate brand driven approach is also
characterised by consistency and the integration
of different steps within a global supplier strategy.

Changing customer priorities by educating
them about the ECOBOARD brand
As a new brand and retail concept for Indian
consumers, the main task for the team in PUNE was
to create awareness and develop an understanding
about ECOBOARD. The Store Manager
commented that the most important objective was
to bring people into the store, so that the range
could speak for itself. Central to "educating" its
customers about the ECOBOARD offer understood
the extent to which the product range was relevant
to the needs of Pune customers. As discussed

earlier, the notion of "needs" is interpreted
differently at ECOBOARD:

"The general human needs are the same in all
countries; all people will have a better life, all need
the furniture to satisfy the most basic needs at home."
(Marketing Manager, PUNE)

This view  is  a  reflection  of  the  company's
general  approach  of  focusing  on commonalities
instead  of  looking  for  differences,  and  of
distinguishing  more general needs from product
preferences. It is also strongly correlated with
ECOBOARD's vision (see Table 1) and based on
customer knowledge accumulated in other markets.

Changing perceptions of opinion formers and
decision makers
This market driving process also aims to create a
positive image with groups of influential societal
stakeholders: government authorities, politicians, and
the general public etc. A major principle in
ECOBOARD's relationship behaviour is to show
respect  to  and  an  understanding  of  the  specific
situation  of  individual stakeholders, whether a
fireman, a government official or  a  mayor. Amongst
the most important stakeholder groups are the
government authorities and politicians whose support
is crucial for ECOBOARD's future expansion.
Relationships with these officials  are  developed
gradually  on  a  personal  level  and  require  pro-
active practices such as lobbying for  customs duties;
the simplification of customs clearance procedures
with local officials;  and the creation of local
networks with communal services, etc.

The importance of building up trust in opinion former
relationships at the individual level was emphasised
by many respondents:

"Trust is very important in the country where
personal relationships mean so much." (Property
Manager, PUNE)

According to the Country Manager (Pune), one
factor which played a pivotal role in creating a
positive image of ECOBOARD in INDIA was the
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company's initiative to educate and manufacture
Ecofriendly wood substitutes in order to protect
trees and preserve nature. This generated a genuine
feeling of trust and led a greater willingness to
cooperate with ECOBOARD on the part of the
major Pune politicians and business elite. The first
ECOBOARD workshop opening followed a historic
decision by PUNE's main politicians, who appreciated
the company's willingness to provide "alternative
for cutting of trees". This is also a good example
of the long-term focus that is required for driving
markets with a corporate brand - the current market
situation is considered to be of less importance
than future business prospects in the country.

Changing industry by altering the nature of
competition
Majority of respondents expressed the view that due
to ECOBOARD's presence noticeable changes have
occurred within the local furniture industry. There
has been  some  industry  consolidation  and  a
lowering  of  the  price  of  furniture  in PUNE, by
10-15%. This has happened in spite of protectionist
measures that the local industry has pursued
against ECOBOARD (e.g.  high import taxes). The
norms of competition within the industry have also
changed, which is evident from increased
cooperation between major furniture retailers in
order to raise industry standards. One example of
changing the norms of competition is the Mega
shopping malls in PUNE, where ECOBOARD is
the "anchor" tenant. By pushing the retail industry
forward, intensifying competition and moving
competitive forces into other segments,
ECOBOARD is accelerating the development of the
market economy in INDIA in general and in the
furniture industry in particular. However, the
modernisation and increasing competitiveness of
the Pune market will increase its attractiveness to
other international companies, who will provide
increased competition in the future.

The "changing industry" tenet of market driving
is a good illustration of the "shaping market

structure and behaviour of market players"
approach identified by Jaworski et al. (2000) and
refers mainly to its functional modification mode.
In my case, this approach is taken even further as
reshaping the competition includes changing the
rules of operation to reflect the corporate mode of
operation.

The major findings of the case study are
summarised in Table II. While the local market
driving activities illustrate how ECOBOARD aims
to shape the local market in terms of the behaviour
of  the different actors in accordance with the
corporate brand values, the global market driving
activities are concerned with driving the local
markets towards convergence with the global
brand value platform which underpins the
ECOBOARD concept. It is important to stress,
however, that these activities reflect ECOBOARD's
perception of its role in the market and as an agent
of change.

[Refer Table II here]
Discussion and Conclusions
This study has argued that a clear, distinctive
(customer relevant) corporate brand strongly supports
market driving. The ECOBOARD corporate brand
provides the company with a strategic direction,
based on its vision and brand values, which in
combination with the product range and people
involved in delivering these values, create a powerful
brand identity acting as a driving force for shaping
the market.

This study has found support for the arguments of
Carrillat et al. (2000) that market driving requires a
supportive organisational culture and that this needs
to be recreated in the new market to provide a living
context for the market driving strategy. In order to
provide a driving impetus, the organisational culture
is conveyed via relevant brand values that in
ECOBOARD's case imply change, risk taking, team
working and leadership.

The  role  of  brand  values  in  market  driving  is
evident  in  a  number  of relationships. For existing
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staff, brand values are used as working principles
and rules for staff development while for potential
employees they serve as recruitment principles. For
suppliers, brand values provide the basis for
relationship norms and principles. For customers,
they constitute the shopping and behaviour rules,
and for societal actors they provide the basic
relationship norms. As shown in the case, some
values such as change orientation  and  cooperation
were emphasised equally in relationships with all
stakeholders, whilst others were more or less
salient for different audiences.

Thus, cost-consciousness was emphasized for
suppliers and customers, leadership by example for
staff and respect for societal members. This implies
that having a strong culture and clear values does
not exclude a sensitive stakeholder approach, whereby
the values that appeal most to individual stakeholder
groups are emphasised whilst maintaining the core
values. There is a support for this view in the literature
(e.g. Chun and Davies, 2006).

In support of Jaworski et al. (2000) and Harris and
Cai (2002), this case also demonstrates  that  market
driving  involves  changing  customer  and
stakeholder attitudes  and  behaviours,  which  is
undertaken  gradually  via  the  processes  of
educating  stakeholders  about  the  brand  values,
and  inspiring  these  actors  to change. Special
attention is given to behavioural change on the part
of societal stakeholders, where the reseacher sees
that their willingness to support the brand enhances
market driving. The externally orientated market
driving approach is complemented by the internal
approach of changing employee attitudes via a value-
based human resource strategy. Thus reseacher
argues that market  driving  starts  from  inside
the  company  and  requires  the  appropriate
strategic thinking as expressed by the company's
vision; strategic mentality in the form of
organisational culture; and strategic behaviour
codes as expressed by core brand values.

Employees motivated by the core vision and
values, and supported by organisational culture,
through their individual behaviours create the basis
for actual market driving activities. Changing
employee attitudes is thus considered to be an
emerging issue and an important additional
characteristic of market driving.

In the case of ECOBOARD, these relationship
building  mechanisms  are  also  present  but  the
change  is  induced through a much broader
development process that is guided by brand values
and aimed at all stakeholders. What is especially
important is the level of engagement of customer and
stakeholder involvement in this process: they are not
passive actors but rather co-actors responsible for
their own development.

This case study suggests that a broader perspective
on market driving should be taken to include the
corporate brand as a market driving mechanism.
Corporate brand values and the associated
organizational culture have the potential to drive
changes  in  behaviours  and  attitudes,  and
relationships  with  a  wide  range  of stakeholders.
Market driving also seems to be enhanced when it is
aimed in the first place at the more responsive
audiences (younger customers; entrepreneurial
suppliers)  who  share  the  brand  values  from  the
beginning  and  are  ready  for change.

Market driving and the role of the corporate brand
are themselves dynamic concepts. The process of
market driving with a corporate brand involves
activities at both the global and local market levels,
where the local market driving activities are aimed
at creating a brand identity that is consistent with
the global brand image and leads to a stronger
integration of a particular market into the global
market space. From a global perspective, market
driving implies the closer convergence of local
markets towards a common global brand platform
reflecting the brand vision and values.
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mankind and other living species depends on
ecological balance on the earth. Conservation of
trees and forests is the most important step needed
for maintaining ecological balance on earth.

The trees and forests help conserve bio diversity.

The trees and forests battle climate changes.

The trees and forests fight air pollution.

The trees and forests protect water sheds.

More than 600 rivers and rivulets in India originate
in forest areas.

M I L E S T O N E
Ecoboard conserves tree resources and forest wealth.

Ecoboard saves environment from pollutants.

Ecoboard promotes rural economy and employment.

Ecoboard helps farmers getting remunerative price
for their sugarcane.

Ecoboard promotes self-employment among
carpenters, artisans etc.

Ecoboard prevents exodus from rural to urban areas.

© 1999-2010 - Ecoboard Industries Limited

www.ecoboardindia.com/Mission.html

Appendix B : Table I :
The ECOBOARD Way: Mission, Vision, Social
Commitment and Milestone Values.

MISSION
A pioneer effort to save the environment through
introduction of eco-friendly and economically
sustainable products and technologies.

VISION
To promote conservation of environment through
introduction of commercially viable and
economically sustainable eco-friendly products
and technologies.

To offer best quality products and services and earn
customer loyalty.

To establish ECOBOARD as the market leader in
India in the area of particle boards.

To establish ECOBOARD as the brand synonymous
with eco-friendly pre-laminated best quality
particle boards.

SOCIAL COMMITMENT
Importance of maintaining ecological balance on
earth needs no elaboration. Very survival of

Appendix A

Figure I. The dynamics of the corporate brand as a market driving force.
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Table 2 : Corporate Value Based Market Driving Activities and Market Actors at
ECOBOARD INDUSTRIES LTD.

Global Market Driving Activities Local Market Driving Activities

Employees Established norms Activity Outcomes
/Issue

- changing attitudes -formal qualifications, Recruitment -personal values, attitudes,
and behaviours  "official face" personality - people development

(competences & skills, career
planning)

- transfer ECOBOARD - formal, abstract knowledge Training - work based learning
values, culture and - academic in nature Attraction & - salary & insurance benefits
management principles - salary package retention - global career possibilities
- "good and different (cultural ambassadors)
place to work"

Suppliers
- changing behaviours - transactional, opportunistic Behaviours - cooperative/developmental
and standards - guidance, training,

financial support
- build a network of - limited, functional Standards - product controls e.g.
local suppliers quality & delivery time
- integrate into global social/working conditions,
network environmental concerns

(Code of Conduct)

Customers
- changing customer - traditionalist, functional Shopping - changing priorities
priorities behaviours and stereotypes

- relevance of range to needs
-identify universal needs - value of investing in home
and inspire change - how to shop
- "compatible way" philosophy - customer feedback

- extensive surveys & home visits
- low price=low quality - shop floor feedback

Opinion Formers
- changing perceptions - short-term, suspicion Relationships - long term, build trust
and understanding - personality based - commitment to country,
- recognition of multiple - linking ECOBOARD values
stakeholders & a network to societal development
of "partners" - openness, honesty
-communicate "correct" - closed, secretive Communication on -explain "how ECOBOARD works"
information & understanding - proactive & respectful
of the firm -value addition & global orientation

Table II. Corporate Value Based Market Driving Activities and Market Actors at ECOBOARD
INDUSTRIES LTD.
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Introduction :
India's track record of inflation is good in the sense
that it has never had to face the terror of hyper
inflation. 'The highest inflation that India has ever
seen in the past two centuries is 53.8%, in the famine
year of 1943. Amartya Sen has often written about
the havoc wreaked by that inflation in his part of the
country. Satyajit Ray captured the sufferings in
Ashani Sanket, a film he made in 1973. Those were

Disaggregated Analysis of Inflation in India

Dr. Rajkumar A. Waingade

Abstract :
Several studies pertaining to Indian economy have offered enough evidence to show that inflationary
pressures have emanated from agricultural or food sector of the Indian economy. In Indian context, it is
said, that the natural calamities like flood or drought, and infrastructural bottlenecks in agriculture
cause the production and thus the supply of agricultural/ food articles to fall short of demand, causing
their prices to inch up. The price rise so began gets further momentum when organized labour succeeds
in securing higher wages to compensate for the increase in their cost of living. This means increased
industrial costs which breed what is called as cost-push inflation. So price rise begins in the agricultural
or food sector whereby food prices rise on account of shortfall in production and get transmitted to
non-food articles, resulting in inflation in the general level of prices. It thus can be said that the price
level in India is largely governed by the agricultural production and to be specific by the food grains
productions.

It is on this background that this study endeavours to look in to the composition of WPI inflation in
India and find out whether food grains prices have grown faster than the price rise in other categories
of WPI and the contribution of food inflation in overall inflation.

The present study, covering the period of 60 years, reveals that the sub-group of food articles was the
major contributor to the overall inflation in the past, with its contribution of 100% during 1953-1969.
Over the years, its contribution in overall inflation has declined (17% during 1991-2009), while the
contribution of other two categories, viz. fuel and manufactured goods has shown an upward tendency.
Inflation in India is no larger a food shortage inflation. This suggests that progressively, over the period,
the impact of monsoon conditions on volatility in prices is getting increasingly moderated perhaps
owing to the expansion of irrigated agriculture and buffer stock operations and increasing non-food
expenditure in total budget. It also appears from the above analysis that fuel inflation, as it is linked
with international developments, has exhibited too much volatility and is emerging as a major causal
factor to overall inflation in India. It is likely to worsen the inflation scenario in future, with the economy
poised to move towards market determined pricing regime for fuel products.

Keywords : WPI Inflation, Primary Articles, Fuel, Power, Light & Lubricants, Manufactured Products,
and Disaggregated Analysis.
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terrible times, but nothing like what Germany faced
in the early 1920's or what Zimbabwe has to deal
with today (Rajadhyaksha 2008).

India's experience of inflation has been a mixed bag.
There were years when the annual rate of inflation
was as high as 40%, while in other years it was in
the negative. During last 70 years, beginning with
1939-40, inflation rate was below 6% for 34 years
and for remaining years it was above 6%. If the
tolerable rate of inflation is assumed to be 6% and
below, then India appears to have fared badly in terms
of control over inflation, as for 36 years the rate of
inflation was above 6%. For about 9 years, the rate
of inflation was above 15%. Therefore, there are
many who believe India to be an inflation ridden
country. They consider the inflation as a permanent
characteristic of Indian economy. A strong
inflationary pressure has been built into the Indian
economy for a long time, precisely from the start of
the Second World War, partly through ever mounting
demand on the one side and inadequately rising supply
on the other. The expanding demand is due to the
rapid multiplication of our population, rising money
incomes, expansion in money supply and liquidity in
the country, rising volume of black money and
continuous rise in demand for goods and services
due to rapid economic development. Supply of goods
and services too has been rising but the rise in supply
has not been proportionate to and matching with the
rise in demand. This is due to monsoon tied
agriculture, use of backward technology, bottlenecks
in transport and power, and shortages of various
inputs (Arunachalam and Sankaranarayanan 1998:7).

The inflation in India has not only been high, but it
has also emanated mostly from the supply side
problems, particularly in agriculture. The widely held
opinion in India is that, the general inflation is driven
mostly by the inflation in primary/food articles. This
view over the years has become so strong that it has
become a new theory of inflation called structural
theory of inflation. According to this theory, which
has been developed in the context of developing
countries, the inflation in developing countries is

different and can not be explained either with the
demand-pull theory or with the cost-push theory of
inflation, both well documented in economic literature.
The proponents of structural theory of inflation argue
that developing countries are characterized by some
structural rigidities and imbalances, which are
responsible for the large part of inflation experienced
by them. They, therefore, argue for disaggregate
analysis of inflation in developing countries.

It is said that inflation in India is a structural inflation
and has, most of the times, resulted from problems
in agriculture. Monsoon dependent nature of
agriculture, stagnant production, low productivity,
inefficient markets with dominance of speculators
and hoarders, etc. are some of the factors that are
responsible for inadequate supplies of agricultural and
particularly of food articles in relation to increasing
demand for them arising from increase in people's
income, growth in population and urbanization.
Inflation in India, therefore, is said to be very sensitive
to the agricultural production and particularly the food
grains production. Though several studies carried out
in Indian context confirm positive correlation
between growth in money supply and inflation, the
former is not considered to be the originating cause
of the latter. The originating cause in Indian case is
said to be the fall in agricultural or food grains
production, creating a situation of food shortage
relative to demand and thus leading to what is calles
as food shortage inflation (Gupta 1974:155), which
through its spread of other sectors, causes the general
price level to move up.

Studies relating to the Indian economy reveal that
the inflationary pressures have emanated from the
agricultural and particularly the food grains sector
(Sengupta 1991 : 10). The inflation in the category
of food articles has a  tendency of spreading to other
categories and therefore causing inflationary price
spiral in the economy. In case of India, where large
number of people live in poverty and a large part of
income is devoted to food grains (Sengupta 1991:
10), a crop failure in agriculture causes what is called
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as food-shortage inflation (Gupta 1974: 155). Higher
food grains prices get reflected in higher wages in
industrial sector, causing the cost of production in
industrial sector and consequently the prices of
industrial products to go up (Sengupta 1991: 10). In
the government sector of developing country like
India, rising prices and wages mean additional non-
developmental public expenditure, and if revenues
do not keep pace, inducing budget deficits and deficit
financing through central bank credit to the govt. (
Mithani 1993: 121-122).

Hence, a chain of causation sets in to the motion
whereby rising food grains prices feed other prices
in the economy and cause an inflationary price spiral.

So, it makes perfect sense to look in to the inside of
WPI inflation and see whether food grains prices
have grown faster than the price rise in other
categories of WPI and the contribution of food
inflation in overall inflation.

The wholesale price index, which is used to measure
headline / overall inflation in India, has undergone
several changes over the years, with the number of
major sub-groups it comprised falling, due to merging,
to just three at present. The main three sub-groups
which the WPI consist of are 1) primary articles 2)
fuel, power, light and lubricants and 3) manufactured
goods. The primary articles category introduced in
1970-71 series, comprises food articles, non food
articles and minerals. It is to be noted that the WPI
is a weighted price index with the respective weights
being 22.03%, 14.23% and 63.75% in the present
WPI series with 1993-94 as the base. With the
structural change in the economy, the weights have
also been changed in accordance. The weight of
food/primary articles group has declined from 50.4%
in the 1952-53 series to 22.03% in the 1993-94 series,
while that of manufactured products has gone up
from 46.6% to 63.75%. The weight of fuel category
increased from 3% to 14.2% over the same period.

Having underscored the importance of studying the
inside of the WPI inflation, an attempt is made in
this study to analyze the inflation in major sub-groups

of WPI. The main objective of this study is to seek a
disaggregated view of inflation in India during the
period from 1949 to 2009. The beginning of this
period coincides with a historical event of
nationalization of Reserve Bank of India (RBI). The
other important historical events that happened during
the study period were nationalization of commercial
banks in 1969 and introduction of New Economic
Policy in 1991. Taking these three historical events
as demarcation criteria, the entire period of around
60 years has been divided into following three
historical phases so as to understand the inside of
inflation in the past and derive useful implications.

The three phases are:

1. Nationalization of Reserve bank of India (1949)
to Nationalization of commercial banks (1969)

2. Nationalization of Commercial Banks (1969) to
the Introduction of New Economic Policy (1991).

3. Introduction of New Economic Policy (1991) to
till date (2008-09).

Research Methodology:
The present study is largely a library work based on
published official secondary data and theoretical
literature. The secondary data used for the present
study is mainly drawn from the sources and
documents viz., Books on Inflation in India, Budget
documents published by the ministry of finance, Govt.
of India, Surveys published by the ministry of finance,
Govt. of India, Reports on currency and finance
published by Reserve Bank of India., Monthly
Bulletins published by the Reserve Bank of India,
Handbook of Statistics on Indian Economy, Reserve
Bank of India, Handbook of Monetary Statistics of
India, Reserve Bank of India, Volumes of History of
Reserve Bank of India,  Archives of Economic
Times, Archives of Economic and Political
weekly,Archives of Yojana.

The collected data is tabulated and graphed to suit
the analytical purposes and is subjected to statistical
techniques like percentage variations, averages and
annual growth rate.
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Inflation decomposed
The following tables present before us the WPI in a decomposed form. First an attempt is made to compare
the inflation rates in sub-groups of WPI and then relative contribution of each group in WPI inflation is
presented.

Table 1: Inflation in the Sub-Groups of Wholesale Price Index (in %) 1952-53 to 2008-09

Year AC PA               OF WHICH FPL&L MP

FA NF

a b c d e f g

1952-53

1953-54 4.6 6.7 -0.8 -1

1954-55 -6.8 -11.3 -2.1 1.6

1955-56 -5.2 -8.5 -2 -0.9

1956-57 14 18.1 9.5 6.6

1957-58 2.9 4.1 8.8 1.7

1958-59 4.1 8.2 1.8 0.3

1959-60 3.8 3.3 1 3

1960-61 6.6 0.8 3 10.9

1961-62 0.2 0.1 1.8 2.2

1962-63 3.8 6.5 3.2 3.1

1963-64 6.2 8.4 14.4 2.5

1964-65 11 17.3 1.9 3.9

1965-66 7.6 6.8 3.2 7.7

1966-67 13.9 18.3 8.4 8

1967-68 11.6 21.4 5.6 3.2

1968-69 -1.1 -5.2 4.6 2.3

1969-70 3.7 -0.1 4.4 6

1970-71 5.5 3.6 4.3 7.9

1971-72 5.6 0.9 1.1 -1.4 5.9 9.5

1972-73 10 9.7 10.1 9 4 11.3

1973-74 20.2 28.1 22.7 36.4 18.6 14.4

1974-75 25.2 25.2 26 11.7 51.8 21

1975-76 -1.1 -6.6 -4.9 -14.6 10.5 1.4

1976-77 2.1 0.8 -5.1 19.7 5.3 2.3
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a b c d e f g

1977-78 5.2 9.9 11.8 6.3 1.5 2.3

1978-79 0 -1.3 -0.7 -4.3 4.4 0.2

1979-80 17.1 13.8 8.2 14.2 15.7 20.2

1980-81 18.2 15 11.4 11.9 25.2 19.2

1981-82 9.3 11.3 13.1 10.5 20.7 5.2

1982-83 4.9 6.7 11.1 0.8 6.5 3.5

1983-84 7.5 10.8 13.9 11.5 5.6 6.1

1984-85 6.5 6.2 4.2 10.9 4.3 7

1985-86 4.4 0.2 1.7 -3.4 10.7 6

1986-87 5.8 9.1 10.2 11.4 6.8 3.8

1987-88 8.1 11.3 9 21.6 3.4 7.2

1988-89 7.5 4.9 9.9 -1.7 5.5 9.4

1989-90 7.5 2.2 1.2 3.6 3.6 11.3

1990-91 10.3 13 11.9 17 12.3 8.4

1991-92 13.7 18.1 20.2 18 13.2 11.3

1992-93 10.1 7.5 12.4 -0.2 14.1 10.9

1993-94 8.4 6.9 4.9 8.9 15.5 7.8

1994-95 12.6 15.8 12.8 24.2 8.9 12.3

1995-96 8 8.2 8.3 9 5.1 8.5

1996-97 4.6 8.4 12.4 -0.9 10.4 2.1

1997-98 4.4 2.7 3 2.5 13.8 2.9

1998-99 5.9 12.1 12.7 10.4 3.3 4.4

1999-00 3.3 1.2 3.8 -5.8 9.1 2.7

2000-01 7.2 2.8 3 2.4 28.5 3.3

2001-02 3.6 3.6 3.3 4.4 8.9 1.8

2002-03 3.4 3.3 1.8 8.2 5.5 2.6

2003-04 5.5 4.3 1.3 6.4 5.7

2004-05 6.5 3.6 2.6 0.7 10.1 6.3

2005-06 4.4 2.9 4.8 -4.5 9.5 3.1

2006-07 5.4 7.8 7.8 5.1 5.6 4.4

2007-08 4.7 7.5 5.5 12.6 1 4.9

2008-09 8.3 10.2 8 11.3 7.5 8.1
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Source: Based on Table 1

a b c d e f g

Averages

1953-69 4.8 5.9 3.9 3.4

1969-91 8.3 8.6* 7.7 8.6* 10.5 8.3

1991-2009 6.7 7.1 7.1 6.6 9.8 5.7

1953-2009 6.8 7.8** 7 7.3** 8.4 6.1

Source: (Handbook of Monetary Statistics of Indian Economy, RBI and Office of the Economic Adviser,
Ministry of Commerce and Industry, Government of India.)

* 1971-91 ** 1971-2009

AC : All commodities. PA:Primary articles.  FA:Food articles. NF : Non-food articles.

FPL&L:Fuel, power, light & lubricants. MP: Manufactured products.

Note:

1. Major groups/sub-groups under the various series are not strictly comparable on account of changes in
classification of commodities overtime

2. In the series (Base: 1961-62=100), MP comprises sub-groups chemicals, machinery and transport equipment
and manufactures.

Graph 1: Phase wise Average Inflation in the Sub-groups of WPI

The above table juxtaposes the annual WPI inflation
with the inflation in the major sub-groups of WPI.
Simple averages have also been worked out at the
end of the table for the three historical phases used
in this study.

For the first phase (1953 to 1969), for which data is
available from 1953 onwards, the WPI inflation in
average terms is found to be 4.8% per annum. In
comparison, the inflation in the food articles category
was higher at 5.9%, while that in fuel and



Disaggregated Analysis of Inflation in India 5 7

manufactured goods categories was lower at 3.9%
and 3.4% respectively. It means, during 1953-1969,
food articles prices rose much faster (nearly 2%
faster) than the prices of fuel and manufacturing
goods. Even the overall inflation trailed the inflation
in food articles category by a percentage point.

The second phase (1969-1991), which witnessed two
oil price hikes, saw not only a big jump up in overall
inflation, but a lead taken by fuel category in the
inflation race. All the major sub groups of WPI

exhibited relatively higher inflation during this phase
than during the previous phase. An internal
comparison however shows that it was the fuel sub-
group that registered the highest price rise of 10.5% as
a natural corollary of artificial hikes in crude oil prices
during this period. Inflation in the food category was
relatively lower during this period. It was however
only marginally lower at 7.7% than the overall and
manufactured goods category inflation of 8.3%.

The third phase (1991-2009) saw the overall inflation
and the inflation in sub-groups cooling, with the
maximum cooling happening in the sub-group of

manufactured goods. The inflation in the food articles
category at 7% though lower than in fuel category
(9.8%), is found to be higher than the overall inflation
(6.7%) and manufactured goods category inflation
(5.7%).

If a long term view is taken and inflation rates are
worked out for the period of 1953 to 2009, then the
food inflation appears to be slightly higher (7%) than
the overall inflation (6.8%) and also the inflation in
the sub group of manufactured goods (6.1). For the
same period, the highest rise is seen to have occurred
in the prices of fuel commodities (8.4%).

So it comes out that two categories of WPI, viz. fuel
and food, have seen relatively higher price rise during
the study period. This however doesn't mean that a
large part of inflation which India experienced was
contributed by the fuel category of WPI. Due to lower
weightage in WPI, higher rate of price rise in fuel
category does not get translated much in overall
inflation. This is what has happened in India. The
following table presents the relative contribution of
each sub-category of WPI in WPI inflation.

Table 2: Relative Contribution of Sub-Groups in WPI Inflation (%in total) 1953-54 to 2008-09

Year Primary Food Non-Food Fuel, Power, Manu- All
Articles Articles Articles Light & Lubricant factures Commodities

1 2 3 4 5 6 7

1953-54 74.4 -0.5 26.1 100

1954-55 86.8 1 12.2 100

1955-56 81.3 1.1 17.5 99.9

1956-57 64.9 2 33.1 100

1957-58 66 8.5 25.5 100

1958-59 99.2 1.3 -0.5 100

1959-60 44.2 0.8 55.1 100.1

1960-61 6.4 1.4 92.2 100

1961-62 17.2 21.5 61.3 100

1962-63 69.8 5.1 25.1 100
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1 2 3 4 5 6 7

1963-64 57.1 14.6 28.3 100

1964-65 66.1 1 32.8 99.9

1965-66 36.3 2.5 61.2 100

1966-67 56.2 3.8 40 100

1967-68 83.5 3.2 13.3 100

1968-69 691.9 -90.6 -501.4 99.9

1969-70 -0.5 6.2 94.4 100.1

1970-71 25.7 4.5 69.8 100

1971-72 6.7 5.8 -2.6 8.9 84.4 100

1972-73 40.3 30 9.5 3.4 56.3 100

1973-74 57.1 33 18.8 7.7 35.1 100

1974-75 41.4 30.5 4.9 17.4 41.3 100

1975-76 240.4 128.7 135.4 -78.4 -62.1 100

1976-77 17.9 -76.8 106.3 22.9 59.2 100

1977-78 76.6 64.9 12.4 2.4 21.1 100

1978-79 650.8 246.2 540.9 -450.9 -99.8 100

1979-80 33.6 14.3 8.8 7.8 58.7 100

1980-81 34.8 18.9 7 11.9 53.3 100

1981-82 52.1 43 12.3 19.4 28.5 100

1982-83 44.6 39.8 1.7 14.3 41.1 100

1983-84 46.1 31.9 15.4 8 45.9 100

1984-85 30.9 11.3 17 7.1 62 100

1985-86 1.1 6.6 -7.4 24.9 74 100

1986-87 50.4 30.6 19.8 12.5 37.1 100

1987-88 45 19.3 26.8 4.5 50.5 100

1988-89 21.1 23 -2.3 7.8 71.1 100

1989-90 9.4 2.9 4.9 5.1 85.5 100

1990-91 40.8 20 16.6 12.7 46.5 100

1991-92 42.7 25.7 13.3 10.3 47 100

1992-93 23.8 21.3 -0.2 14.9 61.3 100

1993-94 26.9 10.3 10.8 19.9 53.2 100
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1994-95 27.6 15.7 11.7 10.1 62.3 100

1995-96 22.6 16.1 6.9 9.1 68.2 100

1996-97 39.9 41.1 -1.2 31.9 28.2 100

1997-98 13.3 10.5 3.4 44.6 42.1 100

1998-99 44.9 33.2 10.7 7.9 47.2 100

1999-00 7.8 18.1 -10.8 39.6 52.6 100

2000-01 9.3 6.9 2.2 59.8 30.9 100

2001-02 24.7 15.6 8.2 39.2 36.1 100

2002-03 22.9 8.5 15.6 24.5 52.6 100

2003-04 17.3 3.6 14.1 16.6 66.1 100

2004-05 12.9 6.5 0.7 23 64.1 100

2005-06 16.3 18.9 -7 34.2 49.5 100

2006-07 32.2 22.5 5.8 14.8 53 100

2007-08 33.6 17.1 15.6 2.8 63.6 100

2008-09 26.4 14.5 8.1 12.5 61.1 100

Averages

1953-69 100.1 -1.5 1.4 100

1971-91 77.1 36.2 47.3 -16.5 39.5 100

1991-2009 24.7 17 6 23.1 52.2 100

1953-2009 52.3* 46.4 27.7* 1.3 34.2 100

Source: (Handbook of Monetary Statistics of Indian Economy, RBI and Office of the Economic Adviser,
Ministry of Commerce and Industry, Government of India.)

*1971-2009

Note:

1. Major groups/sub-groups under the various series is not strictly comparable on account of changes in
classification of commodities overtime

2. In the series (Base: 1961-62=100), MP comprises sub-groups chemicals, machinery and transport equipment
and manufactures.
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The above table makes it clear as to which categories
of goods have contributed maximum to the overall
inflation in India observed during the three phases
and for the whole period of 56 years beginning with
1953-54 up till 2008-09.

During the first phase (1953-1969), all the inflation
was contributed by the food articles category. The
contribution of this category to WPI inflation was
100.1%. The relative contribution of other two
categories viz. fuel and manufactured goods, which
cancels out each other, was - 1.5% and 1.4%
respectively. The results for this phase are largely
influenced by the results for the year 1968-69, when
the contribution of food category in deflation of that
year was the highest.

The second phase (1969-1991) saw considerable
change in the relative contributions of sub-categories
of WPI in WPI inflation. In average terms, the
relative contribution of the food articles category was
36.2%, while that of manufactured goods was 39.5%.
The primary articles category which consists of food,
non-food articles and minerals contributed the
maximum (77.1%) of the overall inflation during this

phase. The fuel category, however, had the negative
contribution (-16.5) in overall inflation, despite the
maximum price rise registered in this category during
this phase. It was perhaps the result of lower pass
on of higher crude oil prices to the customers as also of
the lower weightage enjoyed by this category in WPI.

The third phase (1991-2009) saw the maximum
inflation coming from the category of manufactured
goods. The contribution of this category in overall
inflation was about the half. The relative contributions
of other two categories, viz. primary articles and fuel,
were one fourth each. The noticeable feature of this
phase has been the lower contribution of food articles
category in overall inflation (17%).

If the whole period of 56 years is considered (1953-
2009), then it turns out that nearly half the inflation
during this period came from food articles category.
The second largest contributor towards inflation in
this period was the sub-group of manufactured goods
with its contribution at 34.2%. The fuel sub-group
had very meager contribution of 1.3%.

In conclusion, it can be said that the sub-group of
food articles was the major contributor to the overall

Graph 2 : Phase wise Average Relative Contribution of Sub-groups in WPI Inflation

Source : Based on Table 2
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inflation in the past, with its contribution of 100%
during 1953-1969. Over the years, its contribution in
overall inflation has declined (17% during 1991-2009),
while the contribution of other two categories, viz.
fuel and manufactured goods has shown an upward
tendency. Inflation in India is no larger a food shortage
inflation. This suggests that progressively, over the
period, the impact of monsoon conditions on volatility
in prices is getting increasingly moderated perhaps
owing to the expansion of irrigated agriculture and
buffer stock operations (Reddy 1999: 51) and
increasing non-food expenditure in total budget. It
also appears from the above analysis that fuel
inflation, as it is linked with international
developments, has exhibited too much volatility and
is emerging as a major causal factor to overall
inflation in India. It is likely to worsen the inflation
scenario in future, with the economy poised to move
towards market determined pricing regime for fuel
products. To mitigate the volatility and influence of
fuel inflation on overall inflation, efforts need to be
made to reduce the import dependence in this area
through domestic exploration and to build enough
levels of inventories which can be made use of in
the wake of international hardening of fuel prices.
Research for substitute fuels is also necessary.
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Introduction :
Security is a measure or act to prevent any system
from any type of damage. Security measures were
taken to prevent or minimize the loss after the
attack of any type of danger with minimum loss
of assets [1].

Knowing about major possible threats to any
system is important, but understanding ways to

E-Computing Security In Cooperative Sugar Industry : Status
And Challenges with Reference To Warana Sakhar Karkhana

Prof. Babasaheb J. Mohite

Abstract :
Most of the organizations and individuals are relying heavily on automated computer systems to
store, retrieve, process and exchange information. Earlier, an organization, computer system was
developed, used and maintained in isolation from other areas of business. The rapid growth and
widespread use of electronic data processing and electronic business conducted through the Internet,
along with numerous occurrences of international terrorism, fueled the need for better methods of
protecting the computers and the information they store, process and transmit.  IT managers, Network
Administrators and Database Administrators face increasing challenges of managing and protecting
information and network resources from unauthorized access. Organizations use's the information
stored on these systems to conduct vital business operations. Therefore, organizations need to
protect the information from unauthorized access and potential destruction. So to preserve data
securely every IT user must know the benefits and losses about the computer security. Which are
the different threats to computer data and which are the different security controls and policies
required to maintain data security?

In view of the above, the present work entitled 'E-Computing Security In Cooperative Sugar Industry:
Status and Challenges with reference to Warana Sakhar Karkhana' has come up for further in-depth
study.

Keywords : Biometrics, Hacking, Fire extinguisher, Security controls, UPS, Virus.

defend against these threats is equally critical.
Defending a system is not simple or inexpensive
mission due to some reasons [6] like-

● Hundreds of possible threats exist.

● System resources may be situated in different
locations

● Many personal use system assets.

● Rapid technological changes make some
control absolute/ unused as soon as they are
installed.

● People tend to violate security procedures
because the procedures are inconvenient.

● Many criminals who are caught go
unpunished.

● The cost of preventing hazards can be very
high.
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Therefore, organizing an appropriate defense
system is one of the major activities of any
functional manager, who controls any system
resources.

There are different controls applied to minimize
the threats like General Controls are established
to protect the system regardless of the specific
application and Application Controls are the
safeguards that are intended to protect specific
application.

The computer security problem [2] can be divided
into four issues-

1. Security -
It implies the procedures and technical innovations
applied to the Hardware and Operating System to
protect against deliberate or accidental damage
from the distinct threat. In contrast data security
is the protection of data from loss, disclosure,
modification, addition and destruction.

2. Integrity -
Data integrity refers to the proper functioning of
Hardware, Software and various other related
items and providing reliable data.

3. Privacy -
The privacy defines the rights of various users and
organizations of determining what data or
information they are willing to share or accept
from others and how the organization can be
protected against un-welcomed, unfair and
excessive dissemination of information about it.

4. Confidentiality -
It is a special status given to the sensitive
information in data to minimize the possible
invasion of privacy.

Like any other systems, Information system is
subjected to some threats, these threats can be
classified as Intentional and Unintentional threats [3].

Intentional Threats -
It is some action or event that can lead to loss of
data or information. Computer system may be
damaged as a result of intentional actions. Some
examples of intentional threats are -

a. Theft of data, equipment and or programs.

b. Modification of stored data.

c. Deliberate manipulation in handling, entering,
transferring, or programming data.

d. Malicious damage to computer resources.

e. Destruction from virus and similar attack.

f. Misusing computer software's or system.

Unintentional Threat -
These can be divided into three major categories
namely - Human Errors, Environmental Hazards
and Computer System failure.

So, to prevent or minimize the expected loss of
data from above threats, security measures should
be implemented.

2. Literature Reviews
2.1 In the article 'Computer Worm: An Overview',
writer Dr. Sachin Kadam pointed out the common
threats to which a normal computer gets exposed
over a period of time. Also he briefly explained
the distinguishing facts among a virus, a worm and
a Trojan-horse. He also discussed the contamination
strategies observed by Worm, different types of
computer worms, and respective preventive
measures a computer user should take to block
them. The objectives of his study were to literate
a computer user about this computer threat, which
may encourage him/her to take informed preventive
measures. During his explanation he explained
working of computer worm along with its internal
structure, various infection strategies observed by
the worms, and respective preventive measures a
computer user should take to block them [9].

2.2 Shri.K.V. Prashant an eminent personality in
the field of computer security consultancy, in his
article entitled 'Welcome to the world of Hacking';
he has discussed the different phases of network/
system layer hacking and corresponding tools
used. Also he discussed different phases and tools
for web application layer hacking. He mainly
focused on well known Linux security distribution,
which comes with most of the free tools installed.
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He suggested website www.securitydistro.com for
details regarding security [10].

2.3 In the article '7 Simple Steps to Online
Computer Security', writer Edwin Jones
commented on online computer security and
pointed out the Seven Simple Steps to Online
Computer Security. He suggested that- Install anti-
virus and anti-spyware software, Keep your
computer firewall ON all the time, Turn on the
automatic software updates feature, Store your
computer information safely, Backup important
files, Use strong password authentication and
Protect your personal information. He suggested
that by following these seven steps to online
computer security can protect you and your
computer from online attack [11].

2.4 In the article 'Trojan-Horse: An Overview',
writer Dr. Sachin Kadam explain the concepts of
Trojan-horse, in which he said that, A Trojan horse
is a computer program, which carries out malicious
operations without the users knowledge. Author
explains Trojan horse concepts with its intrinsic
nature in detail. He explained some common
malwares i.e. virus, worm & Trojan in short and
out of these malwares he explained Trojan-horse
concepts, its working in detail. Also he explained
how Trojan programs spreads, functionality of a
Trojan & models of Trojan contagion [12].

2.5 Mr.T Parthiban  a TE Mech. Engineering
student at Mepco Schlenk Engineering College,
Sivakasi, in his article entitled 'Software Cracking',
he said that the software cracking is doing the
process of reverse engineering on software in
illegal way. This is a process of breaking the
software codes thus to convert a trial version to
full version. He explained why people prefer
cracks? And he mentioned that due to the cost of
full version software. Also he highlighted kind of
people involved in cracking and when cracks
become a threat in very good fashion. Also he
explained some methods of Software cracking
done like - Providing registration key, Using
Registration key changes, Replacing EXE and

DLL files, and using Patch file. He also explained
Process of Cracking and tips for developers to
protect their software [13].

3. Objectives of the Study
The following has been setout as a prime objective
of the present study.

1. To study and analyze the data security
measures adopted by the organization.

2. To examine the awareness level among users
about benefits or losses of data security.

3. To suggest measures for general security
measures.

4. Scope of the Study
The research is focused on Warana Sakhar
Karkhana for collection of data. The sample size
was (54 data entry operators and 4 Programmers)
58 comprising of different departments of Warana
Sakhar Karkhana, Warananagar. Therefore the
scope is limited.

5. Validity of the Study
1. Present research focus on the current situation

of computerization and data security measures
adopted at Warana Sakhar Karkhana.

2. This research will help to know the fact that
how awareness of security plays an important
role in securing valuable assets of organization.

3. This research helps the organization in
deciding the different data security policies.

4. This research is also the measurement of the
present scenario of the awareness level of data
security to the users and it will help to improve
the same.

6. Methodologies Adopted
In order to study the selected problem in details,
the researcher has made use of different resources
to collect the reliable information pertaining to
data security systems used in Warana Sakhar
Karkhana. The researcher has collected both primary
and secondary data regarding the present study.
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Primary Data -
Data was collected by administrating two different
sets of questionnaire for Data Entry Operators and
Programmers. Researcher has personally
conducted interviews with selected respondents
from the different departments of Warana Sakhar
Karkhana. In order to obtain more relevant
information which is not covered in structured
questionnaire, researcher has made use of personal
discussion with the respondents.

To facilitate easy interpretation of data, multiple
choice questions, Dichotomous questions and five
point scales were used as required [7,8].

Secondary Data -
The secondary data related to data security was
collected from various books, related journals,
magazines and web sites. The secondary data in
respect of profile of the company etc. collected
from company files, magazines etc.

Sampling technique-
For the present research work, proportionate
convenient sampling technique [7] is used and
accordingly of the total 145 IT users' 58 users
representing 40% of universe has been considered
as sample. As far as possible researcher has

covered all types of respondents under survey
method to collect the reliable information.

7. Limitations
a. Conclusion drawn from the survey is limited

for Warana Sakhar Karkhana only.

b. The researcher has selected random sample so
as to cover the representative sample size.

c. Many respondents were not able to answer the
questions regarding the technical aspects of
threats and measures of security. So the
researcher had to trace out the problem by
using some technical knowledge, skil l,
experience, and by questioning to respondents
regarding the required details.

d. Secrecy was also maintained while
responding, hence all data was not disclosed
by respondents due to confidentiality. Hence
partial information was received.

8. Data Analysis and Interpretation
Collected data is analyzed with the help of suitable
statistical tools such as percentage and
interpretation is made with the help of graphical
and percentage presentation.

Table 1 : (Source - Primary Data collected from Operators & Programmers)

Computer Course Completed by Employees

Computer course No.of Percent
completed through Employees

University 19 32.76

Private Institute 31 53.45

Not Completed 8 13.79

Total 58 100.00

From the above table it is observed that, out of total respondents from Warana Sakhar Karkhana 32.76%
of respondents have completed computer course from different Universities, 53.45% respondents have
completed computer course from private computer institutes whereas 13.79% respondents have not
completed any computer course.
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Table 2 : (Source - Primary Data collected from Operators & Programmers)

Respondents Opinion on the Existing UPS Facility

Well enough UPS No. of Percent
facility to carry IT
out daily work Users

Yes 28 48.28

No 7 12.07

To some extent 23 39.66

Total 58 100.00

It is observed that, Majority of the IT Users are of the opinion that, the existing UPS facility is well
enough to carry out daily work whereas only 12.07% respondents opined that, the existing UPS facility
is not well enough to carry out daily work.

Table 3 : (Source - Primary Data collected from Operators & Programmers)

Method Used to Remember the Password

Method used to No. of IT Percent
remember password Users t

Memorizing 45 77.59

Keeping in written 10 17.24

Keeping in a text file 3 5.17

Total 58 100.00

From the above table it is observed that, out of total respondents from Warana Sakhar Karkhana 77.59%
of respondents remembers password by memorizing, 17.24% of respondents remembers password by
keeping in written form whereas only 5.17% respondents keeps password in text file.

Table 4 : (Source - Primary Data collected from Operators & Programmers)

Antivirus Updation Status

Antivirus updated No.of IT Percent
regularly ? Users

Yes 19 32.76

No 11 18.97

To some extent 28 48.28

Total 58 100.00

From the above table it is observed that, out of total respondents from Warana Sakhar Karkhana 32.76%
of respondent's updates antivirus programs regularly, 18.97% respondents do not updates antivirus
programs regularly whereas 48.28% respondent's updates antivirus programs regularly up to some extent.
It implies that, majority of respondent's updates Antivirus programs regularly.

Fig. 2 Respondents Opinion On The Existing UPS Facility
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Table 5 : (Source - Primary Data collected from Operators & Programmers)

Necessity of Training on Maintaining Data Security

Training is No. of IT Percent
necessary Users

Yes 55 94.83

No 3 5.17

Total 58 100.00

From the above table it is observed that, out of total respondents from Warana Sakhar Karkhana 94.83%
of respondents gives importance for training on maintaining data security whereas only 5.17% respondents
don't thinks it is necessary. It implies that, majority of employee's strongly agree for training on maintaining
data security is very important and essential.

Table 6 : (Source - Primary Data collected from Operators & Programmers)

Disaster Experienced by Employees

Threat experienced No. of IT Percent
in organization Users

Theft of Computer 9 15.52

Hardware

Theft of Software 0 0.00

Virus 48 82.76

Hardware Fault 40 68.97

Human negligence 39 67.24

Environmental 3 5.17

Hazards

Data alteration 4 6.90

From the above table it is observed that, out of total respondents from Warana Sakhar Karkhana majority
of respondents experienced Virus, Hardware fault and Human Negligence as a major disaster in their
organizations. Similarly, very few of respondents experienced Theft of hardware, Environmental Hazard
and data alteration as a major disaster in their organizations.

At the same time, not a single respondent experienced disaster Theft of software.
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Table 7 : (Source - Primary Data collected from Operators & Programmers)

Media Used For Data Backup

Backup taken on No. of IT Percent
Users

Backup Server on 47 81.03

N/W

Zip / USB Disks 15 25.86

CD/DVD 54 93.10

Pen Drive 14 24.14

Table 7 shows that, out of total respondents from Warana Sakhar Karkhana majority of respondents use
CD/DVD as a main backup media in their organizations. Similarly, out of total respondents from Warana
Sakhar Karkhana 10 to 25% of respondents use Zip/USB disk, Pen drive as Backup server on Network
as a backup media in their organizations. At the same time, not a single respondent uses Magnetic tape
as a storage media to store data backup in their organization.

Table 8 : (Source - Primary Data collected from Programmers)

Security Control

System Having/Yes

Have facility to intimate newly logged user 0

Maintain log files for sensitive data 0

Have facility to validate input data 4

Conduct background check on 0
selection of IT staff

Appointed data security officer 0

Have formal disciplinary process for 0
staff that violate security policies

Maintained security plan & policies 0

Any biometric measure 0

Security control tested regularly 0

From the table 8 it is observed that, organization under study is only having facility to validate input
data through application programs as a security control.

On the other hand, there is negative response towards the aspects like- Facility to intimate newly logged
user, Maintain a log files for sensitive data, Background check on selection of IT staff, Data security
officer appointment, Formal disciplinary process for staff that violates security policies, Have not made
security plan & policies, Use of any biometric measure, Testing of Security control regularly.
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Table 9 : (Source - Primary Data collected from Programmers)

Organizations using different Security facilities

Security facilities Having

Fire Alarm System 0

Smoke Detectors 0

Fireproof Ceiling, doors & furniture 4

A.C. & Humidity measuring Equipment 4

Access Control Device 0

Motion Detectors 0

Intrusion Alarm on all accessible openings 0

Separate arrangement for electricity & N/W cable 4

Fire Extinguisher 4

Appointed Watchman 0

Maintained entry & exit record for visitors 0

Table 9 indicates that, organization under study is using/having security facilities like Fireproof Ceiling,
doors & furniture, A.C. & Humidity measuring Equipment, Separate arrangement for electricity & N/W
cable and Fire Extinguisher.

On the other hand, there is negative response towards the aspects like- availability of Fire alarm system,
Smoke detector, Access control device, Motion detectors, Intrusion alarms on all accessible openings,
Appointment of Watchman and Maintaining entry & exit record for visitors.

Table 10 : (Source - Primary Data collected from Operators & Programmers)

Parameters about the Security Measures implemented by the Users

Security Measures Yes %

Attended Security training programmes 0 0

Signed confidential agreement 0 0

Password length more than 8 characters 23 40

Got training about privacy of password 0 0

Use of fire extinguisher 13 22

Installation of Antivirus program 58 100

Updation of Antivirus regularly 40 69

Scanning of secondary storages 47 81

Having unique logon & private area of data storage 0 0

Auto log off or lock capability 6 10

Screen saver password facility 7 12

Deletion of internet cookies 16 28

Database backup facility 52 90
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This table indicates that not a single respondent
have attended security training program, not
signed confidential agreement, not got training
about privacy of password and also not having
unique logon & private area of data storage.

On the other hand, only 40% users having
sufficient password length, 22% users knows usage
of fire extinguisher, 69% user updates antivirus
regularly, 81% user scan secondary storages before
usage, 10% users machine have auto logoff
capability, 12% users machine is having screen
server lock, 28% users deletes internet cookies
periodically and 90% users are aware about
database backup facility. However, all users are
having installed Antivirus program on their machine.

9. Findings
1. Organization under study do not have facilities

like- Fire alarm system with emergency power
off system, smoke detectors, access control
device, motion detectors, intrusion alarms at
all accessible openings, watchman at server
& backup room. Also they can't maintain entry
and exit records for visitors to department.

2. Organization has installed Air conditioning,
also separate arrangement for electricity and
Network cable has made.

3. Antivirus programs are installed on almost all
machines, but updation process is carried out
infrequently. Occasionally the secondary
storage devices are used before checking for
viral infection.

4. Organization has not implemented security
controls, such as-

Auto logoff or lock capabil i ty after
predetermined time of inactive.

Staff signatures on confidential agreement
about data security.

Background check on selection of IT staff.

Appointment of data security officer.

Staff attended any data security conference,
trainings, refreshers and seminars.

5. It is found that maximum employees from
organization agree that the knowledge and
training of data security policies and procedure
is very necessary. Also majority of users have
completed computer course.

10. Suggestions
To carryout proper and rigid security plans some
suggestions on the basis of findings are -

1. From findings it is found that, organization is
having and installed antivirus on all machines.
Hence to increase the security, accuracy and
work capacity some suggestions on the basis
of findings are -

a) Regularly schedule for updates to antivirus
against the latest viruses and spasm.

b) Install different latest patches and service
packs of system and application software's.

c) Delete internet cookies after every visit of
Internet.

2. Suggestions for selecting, training and
creating user of system on the basis of findings
are-

a) Conduct the background check on selection
of IT staff.

b) Select IT staff that has completed at least 1
Years University / private degree or certificate
course in Computer

c) Make compulsory or arrange conferences,
refreshers, trainings or seminars on essentials
of data security i.e. data security policies and
procedures.

d) Give training about appropriate use of
password and the need to keep password
private.

e) Give training to use different security or
preventive measures like fire extinguishers,
use of antivirus program and its updation
facility, data backup facility programs and
deletion of cookies etc.

3. To secure workstations and servers from
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intentional or accidental disclosure some
suggestions on the basis of findings are-

a) Install smoke detectors, air conditioning,
humidity and dehumidification equipments,
access control devices, motion detectors and
Intrusion alarms on all accessible openings.

b) Install Dry powder as well as CO2 type fire
extinguishers.

c) Maintain entry and exit records for visitors to
each department and also escort the visitor up
to the concern personnel.

d) Set auto logoff or lock capabilities after
predetermined time of inactive.

e) Implement facility to intimate newly logged
user or attempts of unauthorized access.

References:
Ron Weber (Book), Information Systems Control
and Audit, Pearson Education, Fifth edition [2007]

Thomas R.Peltier (Book) titled "Information
Security Policies, Procedures and Standards,
Guidelines for Effective Information Security
Management", Auerbach Publications [2002].

Alfred Basta, Wolf Halton (Book) titled "Computer
Security- Concepts, Issues and Implementation",
Cenage Learning India Edition [2009].

Michael E.Whitman and Herbert J. Mattord (Book)
titled "Principles of Information Security",
Thomson Learning- Course Technology, Second
Edition [2007]

Information Security Roles and Responsibilities
Made Easy (Book), Version 2 by Charles Cresson

Wood, CISSP, CISM, and CISA. Published by
information Shield, Inc., [2005].

Neena Godbole (Book) tit led "Information
Security", Willey Publication, First Edition [2009]

C.R. Kothari (Book) titled "Research Methodology
, Methods and techniques, New age International
(p) Ltd, Second Edition [2004],

S.C.Gupta and Indira Gupta (Book) t i t led
"Statistical Techniques", Himalaya Publication
House, New Delhi, Fifth Edition [2008].

Dr. Sachin Kadam- 'Computer Worm: An
Overview', DeveloperIQ Vol.11, No.2, February
2011, TechMedia Publication, Page no. 74-78.

Shri. K.V.Prashant- 'Welcome to the world of
Hacking', DeveloperIQ, Vol.11, No.1, January
2011, TechMedia Publication, Page no. 17-19.

Edwin Jones- '7 Simple Steps to Online Computer
Security', DeveloperIQ, Vol.11, No.1, January
2011, TechMedia Publication, Page no. 14-16.

Dr. Sachin Kadam- 'Trojan-Horse: An Overview',
DeveloperIQ, Vol.11, No.1, January 2011,
TechMedia Publication, Page no. 69-73.

Mr. T Parthiban- 'Software Cracking',
DeveloperIQ, Vol. 11, No.1 January 2011,
TechMedia Publication, Page no. 74-77.

www. in fo rma t i on -secu r i t y -po l i c i es -and
standards.com/compliance.html

h t t p : / / w w w . b i t p i p e . c o m / d a t a /
tlist?b=ka_bp_security.php

http://www.darkreading.com/security/attacks.html



 1

Buying Behaviour towards Life Insurance Policies and Services in Rural Area-
An Empirical Study 

Ravasaheb  M. Yallatti, 
(M.Com. M.B.A. Ph.D.) 
Associate Professor, 
V.P. Institute of Management Studies and Research,  
Sangli – 416 414 
 
Abstract: 
The quest for security has been a universal desire right from the earliest civilizations. 
In rural area life insurance protects its customers from the economic loss in the event 
of death. Insurance sectors play an important role in the development of rural 
economic. It provides long term funds for rural economic development. Though the 
lion’s share of LIC’s business lies in rural areas, knowing the buying behavior 
towards insurance policies in rural areas is very crucial. Majority of the insurance 
players are keenly interested in understanding the rural customers perception and their 
buying behavior related to life insurance products.  
The present research paper attempts to know the buyer behavior towards insurance 
policies particularly in rural areas. This article deals with the necessity to design an 
action of plan for better understanding the expectations of rural customers and the 
strategic marketing insurance products. 
 
Keywords: Buying Behavior, LIC, Perception, Quality service.  

 

Introduction and Significance of the Study: 

Security has been a universal desire right from the earliest civilizations. This quest for 
security has led to the concept of insurance. Insurance is a contract between two 
parties whereby one party called insurer undertakes, in exchange for a fixed sum 
called premium, to pay the other party an assured sum of money on the occurrence of 
a certain event. Life insurance protects against the economic loss in the event of 
death. A family is generally dependent for its food clothing and shelter on the income 
brought by the bread earner of the family. So long has he lives, that family is secure 
but the death of the person may put the family in a very difficult situation. Uncertainty 
of death is inherent in human life. It is this uncertainty that gives rise to the necessity 
for some form of protection against the financial loss arising from death. Life 
insurance substitutes this uncertainty by certainty.  

Further, insurance sector plays a very important role in the development of any 
economy. It provides long-term funds for infrastructure development and at the same 
time strengths the risk taking ability. It is estimated that over the next ten years India 
would require investment to the tune of one trillion US Dollars. The insurance sector 
in some extent can enable investment in infrastructure development to sustain 
economic growth of the country.  

In India, the first life insurance company was established in the Bengal Presidency in 
1818, which was known as the Orient Life Insurance Company. However, insurance 
sector saw the real growth in India after its independence. In the year 1956, 245 (154 
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Indian Insurers, 16 non-Indian Insurers and 75 Provident Societies) Indian and 
Foreign insurers and provident societies were taken over by the Central Government 
and then nationalized on September 1, 1956. LIC was formed by an Act of 
Parliament, Viz., LIC Act, 1956. Another milestone in the field of insurance in India 
is the creation of the Insurance Regulatory and Development Authority (IRDA) in 
1999. After this several amendments were made to the Insurance Act 1938 and the 
insurance sector was opened up for private participation.  

The present study will be significant and useful because it will help the researcher to 
know the strategy behind success of the LIC of India Miraj in Miraj Taluka, it will 
help the researcher to know how LIC of India Miraj succeeded in capturing the rural 
market and this study will be a source for further research in some other district and 
talukas.  

 

Rationale: 

The rural marketing is booming beyond expectation. This has been primarily 
attributed to the increasing purchasing capacity of farmers now enjoying an increasing 
marketable surplus of farm produce.  

The rationale behind this study is to know the buyer behavior towards insurance 
policies particularly in rural areas. Though the lion’s share of LIC’s present business 
lies in rural India. They are not very successful in the areas of realistic pricing, 
product promotion and reaching to the rural customer. Hence, insurance players will 
be keenly interested in understanding the rural customers and their buying behavior 
related to life insurance policies. In view of the above and also to introduce 
sophisticated techniques into their operations in the rural areas. This study will 
definitely help the LIC of India  to know, how LIC succeeded in studying the buyers 
behavior and marketing the LIC products and how LIC Miraj succeeded in studying 
buyer behavior and marketing LIC products in Miraj Taluka.  

 

Research Methodology: 

The research is based on primary secondary data. The objectives behind the research 
is to study the performance of LIC of India and study factors influencing buying 
behavior and reasons for purchase of insurance products in rural area. Present 
research put to test hypothesis as, motivation by Agent is the most influential factor 
for purchase of insurance products. 

For this research the sample respondents were selected from five villages of Miraj 
Taluka. of Sangli District.  viz. Mhaisal, Narwad, Bedag, Arag and Takali. A sample 
of 250 policy holders (50 from each village), was taken on the basis of stratified 
convenience sampling method. The data collected is analyzed with the help of simple 
statistical tools like percentage .frequency distribution analysis, weighted average and 
Rank.  

 

Performance indicators of LIC of India: 
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The business of Life Insurance came to India from England in 1918. This was 
primarily to help the families of the British and other Europeans. The oriental Life 
Insurance Company was the first Life Insurance Company that was established at 
Calcutta. The foreign insurance companies operating in India denied the native 
Indians life insurance cover as their lives were considered sub standard. In rare cases, 
where insurance cover was offered to Indians, it was with a minimum of 10% extra 
premium. The national liberation movement resented this racial discrimination and 
the swadeshi movement of 1905-07 gave a big thrust towards establishment of 
insurance companies to cater to the needs of the Indians. Hundreds of insurance 
companies emerged during this period and after. The Indian capitalist saw this as a 
big opportunity to mobilize capital for their own business. However, insurance 
business was not run honestly and on healthy grounds. The policyholders were 
cheated in a large number of cases and funds were embezzled. Between 1945-55 more 
than 25 insurance companies went into liquidation and in equal number were forced 
to transfer their business to other companies unable to stay in competition. Around 75 
life insurance companies were unable to declare any bonus to the policyholders in the 
valuation for the period 1953-54. There was a real sense of fear and insecurity among 
the policyholders about their savings.  

 

Current Status of LIC of India: 

Over its existence of around 55 years, LIC of India which commanded a monopoly of 
soliciting and selling life insurance in India created huge surplus and contributed 
around 7 % of India’s GDP in 2010. 

The Corporation, which started its business with around 300 offices, 5.7 million 
policies and a corpus of INR 459 million (US $ 92 million as per the 1959) exchange 
rate  of roughly Rs. 5 for a Us $ as grown to 25 Thousand servicing around 350 
million policies and a corpus of over Rs. 8 Trillion (US $ 152 Billion)  

The economic Times brand equity survey 2010 rated LIC as the No. 4 service brand 
of the country. Though in the year 2010 is ranked at 4 the organization is consistently 
among the top rated service company of India. According to the Brand Trust Report 
2011, LIC is the 8th most trusted brand of India. (www.lic.com). 

Table.1 Statement showing Market Share of Insurance companies In India – 2010-11.  

Sr.  Insurance Companies Market Shares 2010-11 

1 LIC 50% 
2 ICICI Prulife 10% 
3 HDFC Std. Life 6%
4 SBI Life 5% 
5 Reliance Life 5% 
6 Bajaj Allianz 4% 
7 Birla Sun Life 4% 
8 Max New York 3% 
9 Tata AIG 2% 
10 Kotak Mahindra 2% 
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11 Others 9% 
              (Source: Secondary Data) 

 

Findings: 

After the tabulation (tabulations are annexed), analysis and interpretation of the data 
the following observations have been recorded by the researcher –  
1. Majority of the respondents (70%) are male. Also majority of the respondents 

are in the age group between 31 – 40 years.  
2. Majority of the respondents (44%) are farmers.  
3. Thirty Six percent respondents are in the income group of Rs 4000 – 8000 and 

30% of respondents fall in the income group of Rs 8000 – 12000. 
4. Majority of respondents (78%) had education up to school level.  
5. Majority of the respondents (86%) are married. 
6. Majority of respondents (46%) respondents have taken Money Back Policy, 

followed by Endowment Policy and Jeevan Anand Policy.  
7. Greater parts of Respondents’ (54%) are customers of the LIC Branch Miraj 

since more than 5 years.  
8. Out of respondents, 94% have insurance policy issue by LIC. Only 6% 

respondents have insurance policies issued by others. 
9. It is clear that majority (i.e. 90%) of the respondents opined that their main 

cause for preference for LIC is its long standing (i.e. established creditability) 
with proven image and goodwill in the rural market.  

10. As regards source of buying life insurance policy, majority (i.e. 96%) of 
respondents have insured their life through agents.  

11. It is observed that out of the total respondents, majority of respondents (44%) 
pay their insurance premium half-yearly.  

12. Objective of buying life insurance policy for majority of respondents (76%) is 
saving with protection for their investment.  

13. Sixty Eight percent of the respondents are interested in taking life insurance 
policies in – near future.  

14. Most of the respondents were found to be satisfied with the quality of services 
provided as majority of respondents (54%) felt that quality of services provided 
is good.  

15. Agents are the most important source of information and motivation as rural 
people just taken a policy which the agent suggests to them.  

16. It is observed that, out of total respondents, majority of respondents’ ( 60%) life 
is secured by any one life insurance policy. So, this reveals the awareness of life 
insurance among people in rural areas under study.  

17. As regards, premium amount majority respondents (80%) opined that they pay 
above Rs. 1000 as insurance premium per year. 

18. It is clear that, majority respondents (86%) are aware about the period of life 
coverage of the policy.  

19. It is observed that, majority respondents (66%) opined that, life insurance policy 
is very much needed. It shows awareness about life insurance. 
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Testing of Hypothesis: 

Hypothesis set to test for this study is, Motivation by Agent is the most influential 
factor for purchase of insurance products 

This hypothesis is tested with a statistical technique that is ‘Weighted Average 
Method’ and the ranking is given in the following table for each factor.  

Table showing factors influencing the buyer behavior 

Sr. 
Name of 
Factors 

No. of Respondents 
Weighted 
Average 

Rank
I 

Not at 
All 

II 
To Some 

Extent 

III 
Very 
Much 

IV 
Fully 

Effected 
1 Motivation by 

Agent 
10 5 10 225 95.00 1 

2 Colleague  190 30 25 5 34.50 7 
3 Advertising  70 140 40 0 47.00 6 
4 Family 

members  
10 150 75 15 59.50 3 

5 Company 
scheme  

15 170 35 30 58.00 4 

6 Image of 
company  

10 200 30 10 54.00 5 

7 Type of policy  5 90 120 35 68.50 2 
(Source: Compiled by Researcher) 

The above tabular presentation through ‘Weighted Average Method’, convincingly 
prove that the hypothesis set for the present study has been positively proved to hold 
‘True’ that is Motivation by Agent is the most influential factor for purchase of 
insurance products  as it receives Rank 1 with Weighted Average of 95. So, this 
hypothesis is accepted.  

 

Suggestions: 

After having analyzed the data and discussed the major findings, the researcher 
proposes following suggestions. 

1. It is suggested that, the management should now concentrate on women as 
potential customers. The women segment is still untapped in rural areas hence 
efforts should be made to tap this women segment by launching the policies 
which are beneficial to females in rural areas.  

2. Agents are the only source for spreading awareness about insurance products. 
Other media for advertisement should be used in rural area. 

3. Agents are the most important source of information and motivation as rural so 
‘HRD Cell’ should forthwith impart training in motivation communication skills 
and human relations to their employees and agents.   
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4. In order to tap the rural market in a better way, the following ‘action-plan’ should 
be undertaken.  

a) A strategic distribution channel.  

b) Understanding the expectations of rural customers.  

c) Last but not the least, knowing the rural customers buying behavior related to 
life insurance policies.  

5. Following innovative services should be provided 

a) The demonstration of insurance product features by the agents in rural areas.  

b) Prompt claim settlement services 

 

Conclusion: 

LIC has got the maximum market share in rural area, among various life insurance 
players. But the role of advertisement is still not up to mark in motivating the rural 
people to buy insurance policies. Agents are the most important source of information 
for rural customers. Hence an appropriate smart marketing, innovative advertisement 
strategies (make use of electronic media, transit media very meticulously for 
informing and encouraging present and potential customers for buying the LIC 
products) and continuous agents training through LIC’s HRD cell is need of the hour 
for updating the knowledge and communication skills of insurance advisors (agents) 
are essential for changing the behavior and perception of rural customers in the study 
area. 

Though LIC has successfully penetrated in rural areas and the rural people have less 
faith on private insurance players, the LIC should come with more realistic action 
plan to tap the untapped insurance market and that too the rural market.    
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Annexure:  

Data Presentation:  

Table 1 - Sex composition of the respondents:  

Sr.  Sex Composition No of Respondents % of Respondents  
1 Male  175 70 
2 Female  75 30 

 Total 250 100 
(Source: Field Data) 

The above table shows the sex composition of the respondents. More than 
70% of respondents are male category. 

 
Table 2 - Age group of the respondents. 

Sr.  Age Group   No. of Respondents % of Respondents  
1 Upto 20 years  12 4.80 
2 21 – 30  50 20.00 
3 31 – 40  125 46.00 
4 41 – 50 43 17.20 
5 51 – 60  20  8.00 
6 Above 60 years 10 4.00 

 Total 250  100  
(Source: Field Data) 

From the above table it is clear that majority (46%) respondents belong to age 
group of 31-40. Very few respondents (4%) are in above 60 years age group. 

Table 3 -Occupation-wise distribution of the respondents. 

Sr.  Occupation  No. of Respondents % of Respondents  
1 Service  50 20 
2 Private business 80 32 
3 Agriculture  110 44 
4 Students  10 4 

 Total 250  100  
(Source: Field Data) 
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From the above table it is seen that majority (44%) respondent’s occupation is 
agriculture and only 4 % respondents are Students. 

  

Table 4 -Income-wise distribution of the respondents. 

Sr.  Income Level    No. of Respondents % of Respondents  
1 Below Rs 4000 52 20.80 
2 Rs 4000 – 8000  90 36.00  
3 Rs 8000 – 12000  75  30.00 
4 Rs 12000 – 16000 25  10.00 
5 Above Rs 16000  8 3.20 

 Total 250  100  
(Source: Field Data) 

From the above table it is observed that majority (36%) respondents income level is 
Rs. 4000-8000 and a very few (3.20%) respondents income is above Rs. 16000. 

Table 5-Education wise distribution of the respondents. 

Sr.  Education Level    No. of Respondents % of Respondents  
1 School level  195 78.00 
2 College level  45 18.00 
3 Other (Diploma Holders, 

Post Graduates) 
10 4.00 

 Total 250  100  
(Source: Field Data) 

From the above table it is depicted that majority (78%) respondents education is up to 
school level and only 4 % respondents are diploma holders and post graduates. 

Table 6-Martial status of the respondents. 

Sr.  Martial status  No. of respondents % of respondents  
1 Single  35 14 
2 Married  215 86 

 Total 250  100  
(Source: Field Data) 

From the above table it is seen that majority (86%) of respondents are married and 
only 14 % respondents are single.  

Table 7-Type of policy taken by the respondents. 

Sr.  Name of 
Policy    

No. of Respondents % of Respondents  

1 Money Back  115 46.00 
2 Endowment  45 18.00 
3 Jeevan Anand  35 14.00 
4 Jeevan Surabhi 15 6.00 
5 Jan Raksha  16 6.40 
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6 Jeevan Sathi  14 5.60 
7 Others  10 4.00 

 Total 250  100  
(Source: Field Data) 

From the above table it is clear that majority of respondents (46%) preferred Money 
Back policy followed by Endowment (18%), Jeevan Anand (14%), Jeevan Surbhi 
(6%) etc. 

Table 8-Respondents relation as a customer with LIC Branch, Miraj. 

Sr.  Parameters of the Relation  No. of Respondents % of Respondents 
1 Since last 6 months  24 10 
2 Since last 1 year  38 16 
3 Since last 2 years  47 20 
4 More than 5 years   126 54 

 Total 235  100  
(Source: Field Data) 

From the above table it is analyzed that majority of the respondents (54%) are 
customers of the LIC branch Miraj for more than 5 Years. 

Table 9-Market share of Life Insurance Companies in rural segment: 

Sr.  Name of Company  No. of Respondents % of Respondents  
1 LIC  235 94 
2 Other (private players) 15 6 

 Total 250  100  
(Source: Field Data) 

From the above table it is clear that the market share of LIC is more than other private 
insurance players (94%). 

Table 10-The reason for preference of LIC : 

Sr.   Reason for Preference  No. of Respondents % of Respondents 
1 Reliability (Established credibility) 211 90.00 
2 Financially sound  6 2.40 
3 Customer – oriented  4 1.60 
4 Well managed  7 2.80 
5 Other facilities  5 2.00 
6 New schemes  2 1.20 

 Total 235  100  
(Source: Field Data) 

From the above table it is observed that majority of respondents (90%) are preferring 
LIC due to Reliability and its Established credibility in the market. 

Table 11- Source of buying insurance policy. 

Sr.  Name of the source  No. of respondents % of respondents  
1 Agent  240  96 
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2 Development officer 10 4 
 Total 250  100  

(Source: Field Data) 

From the above table it is seen that the majority of respondents (96%) main source of 
buying insurance policy is Agents followed by Development Officer (4%). 

Table 12-Periodicity for payment of premium 

Sr.  Type of Installment  No. of Respondents % of Respondents  
1 Monthly  20 8 
2 Quarterly  70 28 
3 Half yearly  110 44 
4 Years  50 20 

Total 250  100  
(Source: Field Data) 

From the above table it is depicted that the majority of respondents (44%) preferred 
half yearly premium payment of insurance policy. 

Table 13-Primary objective for buying insurance policy 

Sr.  Primary Reason  No. of Respondents % of Respondents  
1 Life risk cover  50 20 
2 Saving with protection 190 76 
3 Investment  5 2 
4 Tax saving  5 2 

 Total 250  100  
(Source: Field Data) 

From the above table it is observed that the majority of respondents (76%) 
objective of getting insured their life is to save and as well as get protected their life 
from any uncertainties. 

Table 14-Plan to take new policy in near future 

Sr.  Response No. of respondents % of respondents  
1 Yes  170  68  
2 No  80 32 
 Total  250  100  
(Source: Field Data) 

From the above table it is seen that the majority of respondents (68%) are 
planning to take new policy in near future. 

Table No. 15-View about the quality of services provided by the LIC of India 

Sr.  Quality of Services No. of respondents % of respondents  
1 Excellent 42 18 
2 Good 127 54 
3 Satisfactory  66 28 
4 Unsatisfactory  00 00 
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 Total 235 100% 
(Source: Field Survey) 

From the above table it is analyzed that the majority of respondents (54%) view about 
the quality of services provided by the LIC of India is as good. 

 

Table 16-Whether the respondent’s life is secured by any Life Insurance Policy  

Sr.  Opinion  No. of respondents % of respondents  
1 Yes  150 60 
2 No  100 40 
 Total  250  100  

(Source: Field Data) 

From the above table it is seen that the majority of respondents (60%) agree 
that the life is secured by life insurance 

Table 17- Opinion on the premium amount willing to pay per year. 

Sr.  Premium amount willing to pay No. of respondents % of respondents  
1 Rs 100 – 150  5 20 
2 Rs 151 – 500  10 4 
3 Rs 501 – 1000 35 14 
4 Above Rs 1000 200 80 

 Total 250  100  
(Source: Field Data) 

From the above table it is observed that the majority of respondents 
(80%) opined that they are ready to pay amount above Rs. 1000 as per their 
willingness. 

 

Table 18-Awareness about the period of life coverage of the policy 

Sr. Awareness  No. of Respondents % of Respondents  
1 Yes  215 86 
2 No  35 14 

 Total 250  100  
(Source: Field Data) 

From the above table it is seen that the majority of respondents (86%) are of the 
opinion that they are aware of the Insurance policy life coverage period. 

Table 19-Opinion on the necessity of life insurance policy 

Sr.  Opinion on the Necessity of Insurance No. of Respondents % of Respondents
1 Very much needed  165  66 
2 Needed  65 26 
3 Moderately needed  15 6 
4 Not needed  5 2 
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5 Totally unnecessary  0 0 
 Total 250  100  

(Source: Field Data) 

From the above table it is observed that the majority of respondents (66%) opined that 
the life insurance policy is very much needed and essential to guard their life from 
future risk. 
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Introduction :
After independence there was a great urge, for
industrial development. The agencies at that time
provide finance for large scale industries, but it
was inadequate. Hence, the Govt. of India set up a
series of financial institutions to provide finance
to industrial sector. The Industrial Finance
Corporation of India (IFCI) in 1948, the Industrial
Credit and Investment Corporation of India
(ICICI) in 1955, Industrial Development Bank of
India (IDBI) in 1964, Industrial Reconstruction
Bank of India (IRBI) in 1971, Export & Import

Financing to Small Scale Industries by Maharashtra
State Financial Corporation in Kolhapur Region

Vijay Kondiba Bile

Abstract :
The Second Five Year Plan was devoted to industrial development. The agencies existing at that
time were providing finance to the large scale industries but, it was inadequate. For this purpose the
Government of India has setup a series of financial institutions to provide finance to large scale
industries. Apart from this Government has setup various financial institutions at state level. The
State Financial Corporations (SFCs) and The State Industrial Development Corporations (SIDCs)
were setup through the Act of Parliament. The establishment of MSFC is a part of this Govt. policy.

The State Financial Corporations operating at state level is an integral part of industrial finance. The
SFCs are functioning with the objective of financing and promoting small and medium enterprises
for achieving balanced regional development as well as socio-economic development, catalysing
higher investments, generating greater employment opportunities and widening ownership base of
the industries. The MSFC has adopted watchword "Arthamula Kriyasiddhi" which means for fulfilling
any kind of activity, finance is the basic and foremost requirement.

Keywords : Industrial Development, Financial Institutions, Investments, Employment Opportunities,
Arthamula Kriyasiddhi

Bank of India (EXIM Bank) in 1982 were set up
at national level. At the state level, the State
Financial Corporations (SFCs) and the State
Industrial Development Corporations (SIDCs) also
were set up through Act of Parliament. All these
institutions have come to be known as public sector
financial institutions or term lending institutions.
The same Committee (1991) called them
Developmental Financial Institutions (DFIs).1

State Financial Corporations (SFCs):
The scope of national level industrial financing
agencies was limited to public sector industries.
But, the problem of long and medium term capital
requirements of small scale and medium scale
industries was not solved. It was felt that, separate
corporations at state level should be set up. The
Government of India passed the State Financial
Corporations Act in 1951 and made it applicable
to all states under this act 18 SFCs were set up in
various states. SFCs can guarantee loans raised
by industrial concerns, which are repayable within
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a period not exceeding 20 years. The SFCs grants
loans or subscribing to debentures of industrial
concerns repayable within 20 years. SFCs
subscribe the debentures floated by industrial
concerns. But SFCs are prohibited from subscribing
directly to the shares or stock of any company.
The SFCs can assist not only public limited
companies but also private limited companies
partnership firms and proprietary concerns.2

Maharashtra State Financial Corporation (MSFC):
According to the industrial policy of the State
Government and the State Financial Corporations
Act, 1951 the SFCs have came into existance. In
pursuant of this policy, the Govt. of Maharashtra
passed Maharashtra State Financial Act, 1953.
According to this Act, "Bombay State Financial
Corporation" established in 1953 with authorized
share capital of Rs. 2 crores. With the creation of
Maharashtra State the name was changed as
Maharashtra State Financial Corporation in 1962.
In 1964 the jurisdiction of MSFC has increased
and union territories of Goa, Daman and Diu also
came in its jurisdiction. In 1992 MSFC had 9
regional offices and 23 branch offices at various
industrial locations in Maharashtra.

● MSFC grants loans or subscribe to the debentures
issues of the industrial establishment repayable
within 20 years.

● MSFC can undertake the function of
guaranteeing the industrial loans raised and
repayable within 20 years.

● MSFC can guarantee differed payments of
capital goods purchased in India.

● MSFC can grant foreign exchange loans under
the World Bank Scheme.

● MSFC can participate in the equity share capital
of small scale industries in the backward areas,
notified by Govt. of Maharashtra.

● MSFC also works as an agent of Central & State
Govts. for grant of advance to or subscribing
for debentures issued of industrial enterprises.

MSFC grants term loan upto 90 lakhs to limited
companies and registered co-operative societies
and upto Rs. 60 lakhs to proprietary and
partnership firms. MSFC also participates with
SIICOM, IFCI and Commercial Banks to finance
with large capital projects. However, in such cases
assistance from MSFC is limited to Rs. 90 lakhs.
MSFC provides seed capital assistance to new first
generation entrepreneurs.

After completion of 50 years of extending financial
assistance to small and medium industries in the
State of Maharashtra, MSFC is in a serious
financial crisis. As on 31.03.2004, its gross
outstanding stood at Rs. 123.75 crores, the
percentage of its NPA stood at 90.35% and
working with only 317 staff. The MSFC is unable
to pursue the recoveries of its outstandings of Rs.
111.61 crores from the borrowers. Therefore, the
MSFS is unable to discharge its liability in the
normal course of business.3

On the above theoretical background the Researcher
has decided to evaluate the performance of MSFC
in Kolhapur region. The Kolhapur region consists 3
districts i.e. Kolhapur, Satara and Sangali. These
three districts are important districts in Western
Maharashtra. These three districts have well
agricultural development and industrial development.
In the industrial development of Kolhapur region the
MSFC had played a very significant role. In the
present industrial development of the Kolhapur region
along with other agencies like MIDC, DIC, MCED,

KVIC, the role of MSFC is also very important. The
Researcher wants to find out, what is the contribution
of MSFC in the industrial development of Kolhapur
region through evaluation of financing to small scale
industries in Kolhapur region.

Research Methodology:
Present research is undertaken to evaluate the
Financing to small scale industries by Maharashtra
State Financial Corporation in Kolhapur region and
also to find out reasons behind the financial crisis of
MSFC.
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Hypotheses set to test are

1 Ho : There is no significant difference between
amount received and the amount disbursed.

HI : There is significant difference between
amount received and disbursed.

2 Ho: There is no significant difference between
the recovery and outstanding amount in MSFC.

HI: There   is   significant   difference   between
the   recovery   and outstanding amount MSFC,

3 Ho: There is no significant difference between
the recovery and outstanding amount in
MSFC.

HI: There   is   significant   difference   between
the   recovery   and outstanding amount MSFC.

The researcher carried out the study for duration
of 10 years 1992-93 to 2001-02 with following
objectives:

1. To study the organization and working of the
Maharashtra State Financial Corporation.

2. To study the role of MSFC in financing to
small scale industries in Kolhapur region
during 1992-93 to 2001-02.

3. To study the problems of small scale industries
in the repayment of loan of MSFC.

4. To study year-wise resources, disbursement,
outstanding & overdues of the MSFC in
Kolhapur region during 1992-93 to 2001-02.

5. To find out the problems and reasons behind
the failure of MSFC in recovery performance
in Kolhapur region.

6. To suggest realistic measures to rejuvenate
MSFC in Kolhapur region.

The researcher undertook the pilot survey in order
to know the total number of units financed by
MSFC. Having considered the suspects the total
units were found to be 785. These units were
spread in three districts under Kolhapur region.
Hence, from each district 5% of total number of
units financed by MSFC were considered. The
sample technique in first case was proportionate
sampling. In the second phase was selecting the
sample unit, a list of units (sample frame) was
procured from the Kolhapur Regional Head Office.
From the sample frame 10% of units were pickup
by rotating the pencil. In this way the process was
continued till this specified number reached. The
below table indicates the sample design.

Sr. Name of the District Total Number of Units Sample Selected As
Financed by MSFC 5%

1. Kolhapur 395 20

2. Satara 198 10

3. Sangli 192 10

Total 785 40

Therefore, the sample technique adopted was proportionate random sample.

The required data is collected from primary and
secondary sources

A) Primary Data :
The list of borrowers of MSFC during the 1992-
93 to 2001-02 were collected from the regional
office of MSFC Kolhapur. They were collected
according to units financed only by MSFC and the

list of units financed by MSFC with others. The
borrowers has classified according to scale i.e.
small scale and medium scale. The borrowers were
again classified according to the period of loan.
The borrowers were further classified according
to regular repayers and irregular repayers. The 5%
sample has been selected from each category. The
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equal weightage has been given to each category
and three districts in the Kolhapur region in the
selection of sample. The proportionate stratified
random sample method has been used for the
selection of sample. The structural interview
schedule has used to interview of sample
entrepreneurs of small scale industries. The
researcher has used structured interview schedule
to interview office bearers of MSFC in Kolhapur
region to know the reasons of failure of MSFC.

B) Secondary Data :
The list of borrowers was collected from MSFC
Regional Office, Kolhapur. The Researcher has
collected the annual financial reports and Balance
Sheets as well as Auditor's Reports of the study
period from MSFC Regional Office, Kolhapur. The
original framework of organisation and working
as well as yearwise performance of state office
has collected from MSFC Office, Mumbai. The
annual reports of State MSFC Office has also
collected. For this purpose the help of MSFC

website has been taken.

To understand the concept of development banking
as well as its organization and working, the
Researcher has collected theoretical data from
important fundamental books in public finance and
industrial economics and banking. To know the
research methodology the parallel research work
of M. Phil. & Ph.D. has reviewed at Mumbai, Pune
and Shivaji University, Kolhapur. The Researcher
has reviewed the reports of relevant committees
and articles published in concern periodicals.

The simple statistical tools like average, percentage,
ratio and frequency distribution has used to analyse
the collected primary and secondary data.

The study is limited to non-bank financial
institutions and industrial economics in Kolhapur
region i.e. Kolhapur, Satara & Sangali districts.
Study focuses on performance evaluation of
industrial finance by Maharashtra State Finance
Corporation. Study is considered for the period of
1992-93 to 2001-02.

Analysis and Interpretation:
The MSFC has divided its operational jurisdiction
into four zones, further divided into nine regions.
Zone I comprises the regions Mumbai, Konkan,
Nagpur and Amaravati, Zone II is made up of the
regions of Thane, Daman, Diu and Goa, Zone III
includes the region of Pune and Kolhapur, while
Zone IV including the regions of Aurangabad and
Nashik. thus, in addition to the head quarter office
at Mumbai, there are four zonal offices, nine
regional offices and 22 branch offices and one
contact point, spread all across Maharashtra at
convenient district headquarters.

The three districts' MSFC offices are under the
jurisdiction of MSFC Regional Office, Kolhapur.
These three district offices are Kolhapur, Satara
and Sangali. The objective of this chapter is to
study the role of MSFC in financing to small-scale
industries in Kolhapur region during 1992-93 to
2001-02. The another objective of this chapter is
to study year wise resources, disbursement,
outstanding and overdues of the MSFC in
Kolhapur region during 1992-93 to 2001-02.

Table 1: The Proportion of Amount Disbursed to Amount Received of MSFC Regional Office Kolhapur
During 1992-93 To 2001-02

(Amt. Rs. in Lakhs)

Year Received Sanctioned Amount Amount
Applications Applications Received (Rs.) Disbursed (Rs.)

1 2 3 4 5

1992-93 229 223 (97.37) 2349.61 1597.30 (67.98)

1993-94 166 160 (96.39) 2485.36 1669.93 (57.19)
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1 2 3 4 5

1994-95 154 131 (85.6) 3163.68 2002.87 (53.31)

1995-96 204 185 (90.69) 3952.60 2516.26 (53.66)

1996-97 207 169 (81.64) 3492.12 2203.66 (63.10)

1997-98 68 62 (91.18) 1520.31 1051.10 (69.14)

1998-99 31 22 (70.96) 514.38 772.93 (150.26)

1999-2000 43 40 (93.02) 1002.65 517.26 (51.59)

2000-01 56 50 (89.29) 994.61 728.55 (73.25)

2001-02 20 20 (100.00) 394.50 408.74 (103.61)

Total 1178 1062 (90.15) 19869.82 13468.60 (67.76)

Figures in Parenthesis Indicating & Growth Percentage to Previous Year.

Source: Financial Data Collected from Record of MSFC Regional Office, Kolhapur.

Independent Samples Test

Levene's Test for Equality t-test for Equality
of Variances of Means

F Sig. t df Sig. (2-tailed)

.371 .550 .329 18 .746

The MSFC receives applications for loans and based on the processing it sanctions the amount. In order
to see whether there is significance difference between application received and sanctioned we formulate
the following null hypothesis.

Ho : There is no significant different between application sanctioned by MSFC

HI : There is significant different between application received and sanctioned by MSFC

't', test is used for two samples to examine the significance of the difference between the average number
of applications received and sanctioned. The calculated't' value is obtained as 0.32 at 18 degrees of
freedom and 1% level of significance. The critical value of't' is 1.96.

As the calculated value is less than the table value we do not reject the null hypothesis and conclude that
there is no significant different between the applications received and applications sanctioned. This is a
good sign for MSFC as it is processing most of the applications it receives from the new entrepreneurs.

Table 2: The Annual Growth Rate of Applications and Amount Received, Sanctioned and Disbursed by
MSFC Regional Office, Kolhapur During 1992-93 to 2001-02

(Amt. in Rs. Lacs)

Year Received Sanctioned Amount Amount
Applications Applications Received (Rs.) Disbursed (Rs.)

1 2 3 4 5

1992-93 229 223 2349.61 1597.30(67.98)
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1 2 3 4 5

1993-94 166 (72.48) 160 (71.74) 2485.36 (105.76) 1669.93 (104.54)

1994-95 154 (92.77) 131 (81.87) 3163.68 (127.29) 2002.87 (119.93)

1995-96 204 (132.46) 185 (141.22) 3952.60 (124.94) 2516.26 (125.63)

1996-97 207 (101.47) 169 (91.35) 3492.12 (98.35) 2203.66 (87.58)

1997-98 68 (32.85) 62 (36.68) 1520.31 (43.54) 1051.10 (47.70)

1998-99 31 (45.59) 22 (35.48) 514.38 (33.83) 772.93 (73.54)

1999-2000 43 (138.71) 40 (181.81) 1002.65 (194.92) 517.26 (66.92)

2000-01 56 (130.23) 50 (125.00) 994.61 (99.19) 728.55 (140.84)

2001-02 20 (35.71) 20 (40.00) 394.50 (39.66) 408.74 (56.10)

TOTAL 1178 1062 (90.15) 19869.82 13468.60 (67.76)

Figures in Parenthesis indicating & growth percentage to previous year.

Source : The financial data collected from record of MSFC Regional Office, Kolhapur.

Independent Samples t-Test

Levene's Test for t-test for Equality
Equality of Variances of Means

F Sig. t df Sig. (2- tailed)

5.282 .034 1.363 18 0.189537

It is usually observed that amount disbursed and the amount received varies with reference to the financial
institutions. If there are amount to be kept with financial institutions as mandatory reserves then we can
expect that there would be significant difference between the received and disbursed amount. In order to
test this hypothesis we use the 't' test. The null hypothesis for this purpose is stated as below.

Ho : There is no significant difference between amount received and the amount disbursed.

HI : There is significant difference between amount received and disbursed.

The computed 't' value is 1.36 at 18 degrees of freedom. The table value for the corresponding't' statistics
is 1.96 al 1% level of significance. As the calculated't' value is less than the table value, we do not reject
the null hypothesis and conclude that there is no significance difference between amount received and
disbursed in MSFC.

Table 3: The Year wise Outstandings and Overdues of MSFC, Kolhapur Region

During 1992-93 to 2001-02
(Amt. Rs. in Lakhs)

Year Outstandings Recovery (Rs.) Percentage of Overdues Percentage of
Recovery to Overdues to
Outstandings Outstandings

1 2 3 4 5 6

1992-93 2925.81 2217.96 75.80 707.86 24.20
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1 2 3 4 5 6

1993-94 4017.24 3053.10 76.00 964.14 24.00

1994-95 4515.25 3352.57 74.25 1162.68 25.75

1995-96 8495.95 4865.19 57.26 3630.76 42.74

1996-97 9457.45 7915.29 83.69 1542.16 16.31

1997-98 1848.63 1242.21 67.20 606.42 32.80

1998-99 1033.40 534.70 51.74 498.70 48.26

1999-2000 7493.02 3297.31 44.00 4195.71 56.00

2000-01 6964.22 2542.14 36.50 4422.08 63.50

2001-02 6932.55 1725.13 24.88 5207.42 75.12

Source: Financial Data Collected from Record of MSFC Regional Office, Kolhapur.

Independent t Samples t-Test

Levene's Test for Equality t-test for
 of Variances Equality of Means

F Sig. t Df Sig. (2-tailed)

3.217 .090 2.028 18 .058

For any financial institution the recovery amount should be close to the outstanding amount. The higher the
difference, greater will be risk laced by the financial institution in long run. In order to see whether there is
significance difference between the loan outstanding and loan recovery, during the study period, we formulate
the following null hypothesis.

Ho : There   is   no   significant   difference   between   the   recovery   and outstanding amount in MSFC.

HI : There is significant difference between the recovery and outstanding amount MSFC.

The computed 't' value is 2.02 at 18 degrees of freedom. The table value for the corresponding 't' statistics is
1.96 al 1% level of significance. As the calculated 't' value is greater than the table value, we reject the null
hypothesis and conclude that there is significance difference the recovery and outstanding amount MSFC.

Table 4: Classification of Sample Units According to  Average Capacity Utilization

Sr.No. Capacity Utilisation Kolhapur Satara Sangli Total

1. Above 80% -- 04 01 05 (12.5)

2. Between 65% to 80% 05 02 02 09 (22.5)

3. Below 65% 15 04 07 26 (65.00)

Total 20 10 10 40 (100%)

Source: As per Primary Data.
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The total number of sample units have been classified according to capacity utilization. Out of the total
sample units 5 units are using their capacity above 80% and the percentage of units utilizing capacity
above 80% is only 12.5%. The units utilizing capacity between 65% to 80% are 22.5% only. Out of the
total sample units 35% units are utilizing their capacity above 65% out of the total sample units 65 units
are using their capacity below 65%.

Hence, we come to the conclusion that, 12.5% units are economically viable and 22.5% units are moderate
and the economic condition of 65% units is not so good.

Table 5: Classification of Sample Units According to Causes  Affecting on the Capacity Utilization

Sr. Cause Kolhapur Satara Sangli Total

1. Load Sheding 20 06 09 35 (87.50)

2. Shortage of Skilled Labour 20 03 08 31 (77.50)

3. Fluctuating Demand 18 02 04 24 (60.00)

4. Shortage of Raw Material 16 01 01 18 (45.00)

5. Shortage of Working Capital 01 -- 02 03 (7.5)

Source: As per Primary Data.

The Table No. 5.8 shows that, the causes affecting on the capacity utilization of the sample units. Out of
the total sample units 87.50% sample units are facing the problem of load sheding. Due to the load
sheding the production process is always going disturb. Out of the total sample units 77.50% units has
the problem of shortage of skilled labour. Out of the total sample units 60% units are facing the problem
of fluctuating demand, 45% sample units are facing the problem of shortage and irregular supply of raw
material and 7.5% units are facing the problem of shortage of working capital. The first four reasons in
the table are the main causes of under utilization of the capacity. Due to the under utilization of the
capacity the units are facing the problem of economical non-viability. Due to the non-viability these
units cannot regular repay their installments of MSFC.

Table 6: Classification of Sample Units According to Time Frame of Cash Flow Plan

Sr.No. Response Kolhapur Satara Sangli Total

1. Not Prepared -- 03 (30) 01 (10) 04 (10)

2. Weekly -- -- -- --

3. Fortnightly 09 (45) -- 04 (40) 13 (32.50)

4. Monthly 09 (45) 07 (70) 02 (20) 18 (45)

5. Quarterly 02 (10) -- 03 (30) 05 (12.50)

Total 20 (100) 10 (100) 10 (100) 40 (100)

Source: As per Primary Data.

It is revealed from Table 6 that, out of the total sample units 10% units do not prepare a cash flow plan. Out
of the total sample units 45% prepare it on monthly basis and 32.50% on fortnightly basis. The 12.50% units
prepare cash flow plan on quarterly basis.



Financing to Small Scale Industries by Maharashtra State Financial Corporation ..... 95

Table 7: Classification of Sample Units According to Time Frame of Marketing Plan

Sr. Response Kolhapur Satara Sangli Total

1 Not Prepared -- 02 (20) -- 02 (5)

2 Weekly -- -- 01 (10) 01 (2.50)

3 Fortnightly 09 (45) 01 (10) 03 (30) 13 (32.50)

4 Monthly 07 (35) 07 (70) 04 (40) 18 (45)

5 Quarterly 04 (20) -- 02 (20) 06 (15)

Total 20 (100) 10 (100) 10 (100) 40 (100)

Source: As per Primary Data

It is observed from Table 7 that, out of the total sample units 2 (5%) do not have any marketing plan and 1
(2.5%) have marketing plan for a week. Out of the total No. of sample units 50% have marketing plan for
fortnightly basis and a majority of 18 (45.45%) units prepare plan on monthly basis.

Conclusions:
1. There are three districts i.e. Kolhapur, Satara,

Sangli are under the jurisdiction of Regional
Office of MSFC, Kolhapur. There are branch
offices at Satara and Sangli.

2. The ratio of sanctioned application to received
application during 1992-93 to 2001-02 was
97.30% of the Regional Office, Kolhapur.

3. The ratio of sanctioned amount to received
amount was 88.46% during 1992-93 to 2001-
02 of Regional Office, Kolhapur and the
percentage of disbursed amount to sanctioned
amount was 76.84%.

4. The financial position of MSFC upto 1996-
97 was very appreciative. The amount
received for financing is indicating fluctuating
but increasing trend. The trend of sanctioned
amount is also fluctuating but increasing. The
trend of disbursed amount during 1992-93 to
1996-97 is indicating increasing.

5. The financial position of MSFC during 1997-
98 to 2001-02 is indicating declining trend. The
trend received applications has declined very
fastly. The trend of sanctioned application was
also declined. The amount received during 1997-
98 to 2001-02 was declining from Rs. 1520.31
lac to Rs. 394.51 lac. During this period the trend

of sanctioned amount declined from Rs. 1627.59
lacs to Rs. 418.45 lacs. The disbursed amount has
declined from Rs. 1051.19 lac to Rs. 408.74 lac.

6. The total number of applications received by the
Regional Office, Kolhapur during the study
period was 1178. Out of which 1062 applications
were sanctioned. The ratio of sanctioned
applications to received applications is 90.15%.
This indicate more liberal sanction policy of
MSFC. The proportion of amount disbursed to
proportion of amount received is 67.76%. Hence,
MSFC has compiled to invest remaining funds
in other schemes than the finance to SSI sector.

7. After 1996-97 the trend of disbursed amount was
declining upto Rs. 408.74 lacs during 2001-02.
It indicated that after 1997-98 MSFC was totally
depend upon recovery; and the trend of recovery
was also declining due to increasing overdue.

8. The trend of percentage of recovery is indicating
upto 1996-97. After 1996-97 the recovery
percentage has gradually declined and reached
upto 24.88% in 2001-02. The percentage of
overdue to outstanding amount was reached upto
75.12%.

9. The declining trend of recovery and increasing
trend of overdues during 1996-97 to 2001-02 has
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resulted in critical financial situation of MSFC
Regional Office, Kolhapur.

10. Due to the higher percentage of overdue there
was a very less amount available for regular
transactions. Now the MSFC has stopped
financing since 2001-02 and concentrated their
efforts only on recovery. The recovered amount
is expended only on salary payment and
contingency of MSFC Regional Office, Kolhapur.

11. Out of the total sample SSI units 12.5% units
are economically viable. 22.5% units are
moderate because there are utilizing their
capacity between 65% to 80% and 65% units
are economically not viable because, the
capacity utilization of these units is below 65%.

12. The reasons responsible for under utilization
of the capacity are load shedding (87.50%)
shortage of skil led labour (77.50%),
fluctuating demand (60%) and shortage of raw
material (45%). Due to the under utilization
of capacity the units are facing the problems
of non-viability. These units are defaulters.

13. Out of the total sample units 15% units do not
have qualified staff for finance department,
7.50% units do not have qualified staff for
marketing department. Those units have not
qualified staff are the proprietary units. These
departments looked after either by proprietor
or close family member without suitable
qualif ications. The sample small scale
industrial units in study area have ignored the
sense of professionalisation.

14. Out of the total sample units 62.50% units do
not monitor the implementation of budget.
Both the proprietary units and small public
limited companies are culprits of it. Out of
the total sample units 1/3 units do not have
proper sense of financial discipline.

15. Out of the total sample units, 60% units are
earning profit below 10% and 40% units are
earning profit between 11 to 20%. Hence, those
units who are earning profit above 11% are regular

re-payer of MSFC and the percentage of these
units is 40%. Out of the total sample units 60%
units are earn profit below 10%. So, the 60%
units are the defaulter of MSFC.

16. Out of the total sample units 90% units prepare
the Cash Flow Plan and out of which 14 units
(39%) are able to achieve it but remaining 22
units (61%) are unable to achieve Cash Flow
Plan. Those units fails to achieve cash flow
plan has financial indiscipline and they are
defaulters of MSFC.

17. Out of the total number of units 2 (5%) do not
have any marketing plan and 1 (2.5%) have
marketing plan for a week. Out of the total
number of sample units 20 (50%) have market
plan for fortnightly basis and 18 (45.45%)
prepare plan on monthly basis.

18. Out of the total number of sample units 38
(95%) units prepared marketing plan. Out of
38 units 8 (21%) units are able to achieve it
between 82% to 100%. The remaining 30
(80%) units achieve it only between 65 to 80%.

19. The main reasons of the failure of marketing
plan are cut-throat price competition and
availability of substitute products. Due to the
failure of marketing plan these units failed to
achieve the repayment schedule of MSFC.

20. The main reasons of reduction on profit
margin are market rejects, price discounts and
quality discounts. Due to the reduction in
profit margin economic viability of the sample
units come into distress and hence they cannot
repay the amount of MSFC.

Suggestions:
Since 2001-02 MSFC has stopped the
disbursement of loan. The Government of
Maharashtra has appointed a Committee under the
Chairmanship of R. M. Premkumar, who was Chief
Secretary, Govt. of Maharashtra on received issue
of MSFC. The Managing Director of MSFC, K.
Shivaji was the member of that committee. Other



Financing to Small Scale Industries by Maharashtra State Financial Corporation ..... 97

members were Finance Secretary, Secretary of
Ministry of Industry, representatives of SIDBI and
IDBI. After tharough investigation of all aspects
of MSFC come to the conclusion that, there are
various agencies are available to finance SSI Sector.
Hence, instead of revival of MSFC it will better
that, it should be closed down. Out of the total 123
employees, most of the employees should be given
voluntary retirement and only those employees
who are essential for recovery should be kept.

Further committee suggested that, after that
recovery, the remaining employees should be
merged in the district administration. After total
recovery MSFC should be closed down. The State
Government has accepted the report of the
committee but decision about MSFC has not taken.

The Researcher is not agree with the opinion of
above committee. The Researcher feels that, in the
industrial development of Maharashtra MSFC has
played significant role. Since inception MSFC was
important term loan lending agency to the
industrial sector. Upto 1996-97 MSFC was a profit
making agency. After considering important role,
Researcher opines that the MSFC should be
rejuvenated. For the rejuvenation of the MSFC the
Researcher suggest following measures.

1. Basic Change in Objective :
At the time of establishment the basic objective
of MSFC was the industrial development and not
a professional financing agency. This objective
should be changed in new economic era. The
MSFC must have the objective of professional
financing agency in the changed situation. The
MSFC must do commercialization of their business.

2. Refinance to MSFC :
As the previous to 1996-97, the State Government,
IDBI, SIDBI and other development banks has to
refinance the MSFC. After receiving funds and
implementation of commercial policy MSFC can
come into profit.

3. Strict Policy for the Recovery :
According to our study out of the total assets of

MSFC 75.21% assets are locked as overdue. This
overdue amount should be realized strictly
Government has to restructure their rules for strict
recovery. Decisions on important aspects to be
taken by committees having members of both
executive and non executive directors.

4. New Appoints According to the Needs :
After receiving the funds there will be the need of
additional employees the professionally qualified
and expert staff should be appointed as per the needs.
There should be a separate cell of recovery. The
Internal control and internal audit is necessary in
order to safeguard the companies assets and funds.

5. To Stop the Political Interference :
Being a financial institution MSFC has a great
responsibilities of economic viability. The MSFC
must have to take decisions impartially. For the
said purpose MSFC have to take the consolation
of the experts in the field. The political interference
should be stopped strictly.

6. The Amount of Subsidy should be given in
Time :
The main reason of distress of small scale units is
that, not receiving subsidy in time, by the State
Government. This is the one of the main reason of
the failure of small scale units. If subsidy is made
available in time the maximum SSI units will be
economical viable and will repay the loans of
MSFC on regular basis.

7. Strict Recovery Form Big Industries :
It has come to the notice to a investigation
committee that, the managing director of MSFC
has given big loans to large scale units. These loans
were issued on collateral security. Four industries
out of the state were financed. Such violation of
rules should be punishable to the authority and
further such policy should be stopped.

8. Change in the Policy of State Government :
The State Government, IDBI and SIDBI were the
refinancer of MSFC. According to the law that,
State Government should plan their policy with the
consultation of SIDBI but actually it has not happened
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the State Government conducted the MSFC under
the influence of a group of industrialists. Due to the
implementation of uncontrolled policy MSFC has
come into distress, so the policy of the State
Government do not interfere in the regular working
of MSFC.

9. Diversification of Business :
According to the need of time MSFC has to diversify
his business. MSFC has recently introduced
equipment leasing to meet increasing demand for
such services. The equipment leasing has shorter
maturity than the project funding.

The MSFC has to provide bridge loans against public
issues; in view of increasing number of companies
accessing the capital market. The bridge loan policy
is crucial for the availability of resources from the
timely completion of the projects.

After implementation of the above policy MSFC will
be a self-sustained financing agency and will play an
important role in the industrial development of
Kolhapur region.

10. The feasibility study
While financing to the small scale industries a detailed
study of the project should be done by the experts
and the feasibility and viability report should prepared
and accordingly submitted to the authorities for
financing the loan.

11. HR Policy :
In order to achieve the goals and growth of the
organization sound HR policies and employee
participation should be implemented.
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Introduction :
The supply chain is a system composed by a pro-
ducer and a retailer, which is a demand driven.

Under the uncertainty in the market demand, though
retailer knows the fluctuation might be large, but it
can’t know the exact distribution of the market de-
mand. At the same time, market demand is an exter-
nal parameter.

Many participants on the chain can’t describe the
orders from customers. They can only get the demand
information  based  on  the  history  data.  Researches
show that  if retailers  apply exponential smoothing
or simple-move average method to get the demand
information, the fluctuation is not amplified, but
when retailers apply inventory policy in the process
of demand information, there exist notable fluctuation.

Only when the demand at different periods is strong
related, the demand information retrieval can bring
information fluctuation, in other words, there exists
a bullwhip effect. In a supply chain, participants only
share expected demand information, but this sharing
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cannot avoid bullwhip effect completely

For simplicity following rules are used for decision.

A rule that adapts to change in the overall volume of
demand and regulates the amount of nventory stored
at each stage. The rule builds on the principles of
first order inventory control Sterman, 1989a) and is
in accordance with the following criteria.

i. When expected demand goes up, orders to cover
this demand increase as well, and vice versa,

ii. In each sector there is a target for inventory, when
actual inventory exceeds target, order are re-
duced to compensate and vice versa,

iii. There is a lag, however, in this response due to
the time taken by decision makers to form a view
of the extent and permanence of the observed
demand change,

iv. In each sector there is a target for inventory.
When actual inventory exceeds this target, or-
ders are reduced to compensate, and vice versa,

v. Supply chain keeps track of deliveries pending
in system,

vi. If the  supply  chain  system  gets  bigger than
desired,  then  orders are reduced  to compen-
sate. On the other hand, and
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ii. If the supply chain system becomes too small,
orders arc increased to ensure an adequate stream
of future deliveries.

An anchoring and adjustment heuristic introduced
by Tversky and Kahnmann (1974) provides. A way of
implementing a mathematical representation of the
above criteria (Sterman, I989a). With this approach,
ordering may be formulated in the following way

Ordered Quantity
O

t
 = Max (0, Oe)

Where O
t
 is amount ordered at time t, O

e
 are the ex-

pected orders. The lower bound on O
t
takes effect

whenever O
t
 falls below zero. So present the orders

as expected orders can reflect the delays brought by
the order policy. According to Sterman (1989a), the
expected order is

Oe = De + IA + SA

vhere De is the expected demand, IA is the adjust-
ment for inventory discrepancies, and SA djustment
for supply chain system discrepancies expected de-
mand represents a forecast of the market demand at
time t + l. If the retailer uses a imple moving average
forecast the expected demand as follows

De 
t + 1

 = F 
t + 1

 = ω D
t
 + ((1-ω) De

Where F
t
 is the expected demand at time t. If F

t
 is the

actual demand at time t, smoothing parameter deter-
mining how fast the expectations are updated in equal
interval of time. If = 1, expectations are updated to
equal the amount requested at t, if ω = 0 current de-
sired do not change but remain equal to t + 1 expec-
tations regardless of actual demand

The adjustment for inventory at time is formulated
as follows IA = α (I*-I

t
)

Where I* is the desired or target level of inventory. It

is the actual inventory, and α is a parameter that char-
acterizes the rate at which this imbalance is corrected.
The difference between the Inventories I

e
 and I

t
 rep-

resent the current imbalance.

The target level of inventory I* is taken to be pro-
portional to the expected flow of orders Let periods
of expected demand, there should be in inventory of
I* = δ De

The last component of the ordering heuristics is the
adjustment for deviations in supply chain system.

The last component of the system SA assumed to be
SA = ß (S* - S

t
)

Where S* is the desired supply chain system at time
t, S

t
 is the actual supply chain system discrepancies

at time t and ß is a parameter which determines how
fast the discrepancy between desired and actual sup-
ply will be eliminated.

On the basis of Knowledge of supply and demand,
supply is proportional to demand at time t S* pro-
portional to De

then S* = τ De

Where τ is expected lag between ordering and ac-
quisition of goods.

Expected order is given by

Oe=D
t
=ω D

 t+ 1
+(l-ω )De+De+α(δDe - I

t
) +ß(τDe - S

t
)

Assumption for the study are :
i. The market demand at time t is determined by

the mount hold by consumers. The more they
hold, the better the reputation of the product is.
The demand will increase and the expect demand
will increase too.

ii. With the mount of product consumers hold in-
crease, the increase will slow down.

iii. Producer apply exponent smoothing to predict
the market demand.

Analysis on the Complexity in Supply Chain
The physical complexity is formed under the condi-
tion that self-organization comes into being in the
process of disequilibria. nonlinear, non-reversion.
Based on its physical complication, self-organiza-
tion further gives birth to the complexity appearing
in (he form of disequilibria, nonlinear, chaos, fractal
and fuzzy state.

The solution to the dynamic system is a main focus
as well as a difficult issue in the field of system com-
plex study. Since lacking of mathematical method
for better describing the problem of the dynamic sys-
tem, it is impossible to make a precise estimation of
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the evoivement behavior of the dynamic system.
Generally, the evoivement behavior of the dynamic
system is estimate by employing the geometry and
statistical property of chaos dynamic behavior, such
as, local instability and global stable, infinitude self-
similarity, sequence power spectrum, strange
attractor, fractional dimension, the positive exponent
and measure entropy. The estimate measure of the
chaotic property of dynamic system is mainly
Poincnre section, reconstruction of state space, power
spectrum analysis and correlation dimension as well
as the maximal exponent and measure entropy. In
this paper I try to study the complexity of the dy-
namic system by calculating maximal exponent in
the conditions of demand information process and
price fluctuation respectively.

The results from the property of dynamic system and
its dynamic behavior, of which orbits cannot be re-
duplicate and state is complex. The chaos that oc-
curs in dynamic system, which unshapely state of

blending into special form, is in a non-sequence state
with some special form are relative to the fixed point
and period point, and it is a seemingly random se-
quence in a certainty system.

The system is characterized with the increase of av-
eraged exponent of divergence underlying the data
and quantifies the strength of chaos. If the’largest
exponent is positive, this means an exponential di-
vergence of nearby trajectories is chaotic.

Research Methodology :
Data is collect from the distributors of Canon print-
ers. The results are tested for hardware components
of Canon Desk Jet and Laser printers series for
Vidharbha region. Specific characteristics of printer
hardware are chosen for study because for such prod-
ucts a life cycle for such product is very small. Data
of market demand, order and supply is tested over
period of two and half years.

Numerical Simulations :
Using small period is a set the sampling.period in demand and supply processing. For numerical simulations
and result are presented in following figures. Using small r set the sampling period as 6t =0.1, numerical
simulations and the results are represented in the following figures for supply (series 1) and demand (series 2)
and quantity in thousands for the specific period.

Fig.l is the time sequence of the prediction of order of retailer (Series 1) and producer (Series 2) in demand
processing. It is observed that there is small fluctuation in the prediction of retailer, Q,the prediction of
producer demonstrate large scale of fluctuation.
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Fig. 2 is the phrase map of the time sequence of the prediction of order of retailer and producer in demand
processing. The forecast of retailer q

t
 is a parabola in the phrase space; it shows that is simplest forms, while

exhibits complex structure.

Conclusions :
The dynamic ordering is the discrete order policy on
the time space. Periods with different time spans are
nested with each other. The result shows that this
uncertainty is a result of the information processing
from downstream to upstream of the supply chain in
which the information has been distorted and ampli-
fied. This is an integrated reflection of the order policy
made individually by participants on the multiple layer
supply chain. The numerical simulations show that
the mechanism of the order policy under informa-
tion processing and price fluctuation is directly affected
on actual demand and expected demand.
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Abstract:  
After Industry specially mentioning Software Industry the attrition rate of faculty has 
tremendously increased in past few years in the teaching field. The motto behind this paper 
is to pin point the reasons behind the switchover and/or changeover. The study is made here 
considering the faculty, the employer and the syllabus framed by the University for the 
appropriate Post Graduate Degree Programme.  
Management Institutes are increasing in number now-a-days with innovations in ideas to 
attract students and guardians; this ultimately resulted in increase in vacancies for teaching 
staff for Post Graduate Degrees like MBA & MCA, becoming a topic of critical importance 
in education today. 
The paper takes a review of reasons for attrition irrespective of Gender and Degree with 
whom the faculty is associated (i.e. MBA / MCA). The paper concludes that a faculty with 
appropriate/eligible and higher qualification and good academic achievement has good 
chances of getting absorbed in new Institutions and are more attracted by new Institutions. 
Also, the shift is mostly from Academics-to-Academics &/or from Industry-to-Academics, 
as compared to Academics to Industry. Faculty shifts and joins new Organisations due to 
Better University/Institute, Wider Management, Pay Hike, Non suitable work culture at 
previous place of work, Delay for Promotion’s, Freedom for academic improvement, Work 
Stress at earlier place of work, Inconvenience in travelling and/or Career Advancement.  
 
Keywords: Attrition, MBA (Master of Business Administration), MCA (Master of 
Computer Application), Autonomy, Work stress, Acute, Goal. 
 

Introduction: 

Attrition is the separation of employees from an organization, due to resignation, retirement 

etc. It may be defined as the loss of workforce due to unavoidable circumstances. It is 

growing everyday and creating havoc. 

Employee attrition is a costly dilemma for all organizations. That is the reason which calls 

for investigation and research in the field. This article explores the reasons and prime 

factors for employee attrition. 

In the rapidly changing social economic and environmental situation the world over, the 

management of educational Institutions is under tremendous pressures for responding the 

changes and handling their staff to retain them. It is in this situation become necessary to 

review the prevailing management practices.  
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The main objective of this paper is to find the reasons of employee turnover in the 

professional institution. Through this article we wish to bring out other reasons that makes 

employee quit an organization.  

Employee turnover is increasing day by day, that means lost expertise, lower quality, and 

higher recruitment cost for the employer.  

While better opportunities in the private sector and abroad remains a major reasons for the 

exit, the faculty laments the lack of avenues for promotions and sluggish work culture. The 

process of promotions is painfully slow, which makes the faculty here lag behind. It takes 

18 to 20 years to become a Professor in Post Graduate Institutes. 

Money is certainly better in private sector but that is not always the criteria for leaving a 

Post Graduate Institute. But the core issue for leaving an institute is lack of professional 

growth and career advancement.  

 

Regulatory Body: 

The problem of shortage of teachers is being witnessed at all levels in the country, and it has 

been there for years. Currently, the biggest challenge faced by higher educational 

Institutions in India is the acute shortage of qualified and competent faculties. This has hit 

almost all educational Institutions in India, and they are failing to meet the guidelines 

chalked out by the top regulatory bodies in the country — University Grants Commission 

(UGC) and All India Council for Technical Education (AICTE). 

More than the number of total faculty members, it is the cadre ratio (which should be a 

minimum of 1:2:9 for Professor: Associate Professor: Assistant Professor) in which several 

Institutions are lacking. This is because the Institutions are finding difficult to get faculty at 

a senior level. 

Salaries have to be seen in the social and economic context. Academic salaries can never 

match those in industry. However, a Professor has more access to resources that will give 

him or her intellectual satisfaction. 

 

Research Methodology: 

Present research is undertaken with objectives to take overview of faculty with regard to 

attrition, to investigate reasons behind attrition and to recommend strategies to 

reduce/prevent attrition. 
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The primary data required for this paper has been collected through questionnaire from 

faculty of MBA & MCA. The simple random sampling method was adopted during the 

course of this study.  In case of simple random sampling methodology the faculty of 

MBA / MCA who has left job in last five years were selected at random from 

different geographical area of Districts – Kolhapur, Pune, Satara, Solapur of Maharashtra 

State, India. Researcher has concerned the study with a confined geographical area of 

Districts – Kolhapur, Pune, Satara, Solapur of Maharashtra State, India. Here-in selected 

samples are being taken for the study is confined with MBA & MCA Programmes only. 

 

Data Analysis and Interpretation 

 Table 7.1 Highest Qualification of faculty 

Sr. Faculty Qualification Number of Faculty in 
Percentage 

1 Ph.D. 58.33% 
2 M.Phil.   8.33% 
3 PG 33.33% 

The Table 7.1 shows that the attrition of Ph.D. staff is 58.33%, PG staff is 33.33% 

and is least for M.Phil. staff which is 8.33%. Attrition of Ph.D. staff is more to the 

attrition of M.Phil. &/or PG Staff. It implies that the faculty with high academic 

standing has ample opportunities. 

 

Table 7.2 Year faculty left old job and joined new job 

Sr.  Designation Year 
  2011 2010 2009 2008 2007 
1 Professor 25.00% 0.00% 8.33% 0.00% 16.67% 
2 Associate Professor 8.33% 0.00% 0.00% 0.00% 0.00% 
3 Assistant Professor 16.67% 16.67% 0.00% 8.33% 0.00% 
The Table 7.2 shows that the attrition of Professors, Associate Professors and 

Assistant Professors in the year 2011 has increased as compared to the attrition in 

the past four years. Also, the percentage of attrition of Professors is the maximum 

followed by Assistant Professors and then by Associate Professors. 

 

Table 7.3 Research Guidance completed by faculty while leaving job 

Sr.  Designation Number of Faculty 
in Percentage 

1 Professor 100.00% 
2 Associate Professor 0.00% 
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3 Assistant Professor 0.00% 
The Table 7.3 shows that the Ph.D. and M.Phil. Completed are under Professor 

Cadre thus the Institutes have placed the employees in appropriate cadre considering 

their qualifications. 

 

Table 7.4 Research Guidance ongoing, by faculty while leaving job 

Sr.  Designation Number of Faculty 
in Percentage 

1 Professor 0.00% 
2 Associate Professor 0.00% 
3 Assistant Professor 0.00% 

The Table 7.4 shows that the migrating faculty is taking due care while registering 

for Ph.D. & M.Phil. under their guidance, they don’t want to hamper work of 

research candidate. 

 

Table 7.5 Research Project completed by faculty 

Sr.  Designation Number of Faculty 
in Percentage 

1 Professor 88.89% 
2 Associate Professor 11.11% 
3 Assistant Professor 0.00% 

The Table 7.5 shows that the maximum numbers of Research projects are completed 

by Professors and their competency and ability provides them opportunities for a 

shift. 

 

Table 7.6 Research Papers Published by faculty 

Sr.  
Designation 

Number of 
Faculty in 
Percentage 

1 Professor 85.71% 
2 Associate Professor 9.52% 
3 Assistant Professor 4.76% 

The Table 7.6 shows that the maximum numbers of Research Papers Published are 

by Professors whereas the orientation for research from Associate Professor’s and 

Assistant Professor’s is comparatively less. 

 

Table 7.7 Job switchover by an individual, i.e. Academics to Academics,  
    Academics to Industry, &/or Industry to Academics 

Sr. Job Switchover Number of 
Faculty in 
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Percentage 
1 Academics to Academics 63.64% 
2 Academics to Industry 9.09% 
3 Industry to Academics 27.27% 

The Table 7.7 shows that the maximum number of shift is from Academics to 

Academics i.e. 63.64%, followed by Industry to Academics i.e. 27.27% and very 

few opportunities for a shift from Academics to Industry i.e. 9.09%. It implies that 

Private Industry fails to attract the faculty, but it is the aggressive Management of 

Institutes who is attracting the higher qualified faculty. Also, shift from Industry to 

Academics is also considerably more. 

 

Table 7.8 Reasons for Switchover 

Sr.  Description Percentage 

1 The present Management is far wider than the 
Previous Management 90.91% 

2 Inconvenience in traveling 18.18% 
3 Time wasted in traveling 9.09% 
4 Management Policies / Harassment 63.64% 
5 No cooperation from Faculty & staff 9.09% 
6 Non suitable Work Culture 81.82% 

7 Freedom for academic improvement rather than 
merely working with administration activities 36.36% 

 
Table 7.9 Shifted due to 
 

Sr.  Description Percentage 
1 Pay Hike 90.91% 
2 Promotion 63.64% 
3 Better Institute / University 100.00% 
4 for further Study / Career advancement 27.27% 

5 Payment of Salary not in  
time / appropriate 27.27% 

 

Table 7.10 Convenience  

Sr. Description Percentage 
1 to work with Spouse 0.00% 
2 for Children Education Point of View 18.18% 
3 As got married 0.00% 
4 Due to birth of baby 0.00% 
5 Work Overload Organisational / Work Stress 27.27% 
6 Lack of Autonomy 27.27% 
7 Less number of Leave / Holidays 18.18% 
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Conclusions: 

1. Attrition of well qualified teachers is maximum which increasing year-by-year is. 

2. The shift is mostly from Academics-to-Academics &/or from Industry-to-Academics. 

3. Mostly the Research and Publication is by Professor’s having Ph.D.’s. 

Faculty shifts and joins new Organisations due to, Better University/Institute, Wider 

Management, Pay Hike, Non suitable work culture at previous place of work. Loop 

holes in Management Policies, Delay for Promotion’s, Freedom for academic 

improvement, Work Stress, Inconvenience in travelling and Career Advancement.  

A major shortfall in this direction is the inability of our Institutions of higher learning to 

attract and retain qualified and trained faculty of high order. As the bureaucratic process of 

administration continues to stifle Indian academia, it will further reduce the competitive 

edge of Indian higher education institutions. There is, therefore, a need for Institutes of 

higher learning, even in the public sector, to allow teaching staff more allowances, freedom 

to enter into consultancy arrangements and avail of attractive perks such as housing 

facilities in case higher salaries are not possible. Flexibility in appointment, in age limit and 

qualification is necessary to ensure quality faculty especially at a time when such great 

expansion is taking place.  

Due to wide variation in emoluments of Industry and Academics, Private Institutes face 

shortage of qualified and well-experienced faculty in almost all the disciplines (especially 

Technical Institutions). To improve quality the Institutions should be given freedom to 

appoint competitive faculty. Pay structure to be comparable with that of the Industry. 

In some cases collaborative efforts between Indian public institutions and foreign 

Institutions fail as India institutions do not provide for higher salaries to foreign teachers.  

 

Suggestions: 

1. Collect data from the Exit Interviews  

2. Reward appropriately.  

3. A growing economy, more options and better pay packages in the corporate sector are 

some of the reasons why bright candidates are not opting for teaching.  

4. It's not merely a handsome package but also a conducive environment that can work as a 

magnetic force and bring quality professionals back to teaching.  

5. They should have some research-based activities, which would help to produce good 

teachers.  
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6. Setting aside more resources for research and publication activity could improve the 

situation in due course. “The industry should also carve out a role for itself in this 

process by setting up endowments and other incentives.  

7. Hiring retired faculty on a contractual basis and giving them limited tenures, and 

allowing faculty close to retirement to continue in teaching without occupying their 

substantial position can be one suggestion. 
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Synopsis of the case 
This case is to discuss why & how ‘process of privatisation’ may not be very successful, if 
it is not adequately defined. The process may become further painful if the ‘bureaucratic 
leaders’ of a ‘public finance institution’ are reluctant about implementing the process of 
privatisation in its true spirit. ‘Management of change’ is a very crucial post-privatisation 
operation, to make privatisation successful. Employee Support, Organisational 
Restructuring , Change in Business Policy & Programme and an overall change in the 
internal & external environment are some of the most important requisites for any 
‘privatisation programme’. Without these, it may be an unfortunate case of ‘Pseudo 
privatisation’. 
 
Case 
 
Everyone is worried in the meeting of the Executive Committee of WIFCO Limited (a state-
level finance company, originally promoted by the state government & has recently been 
privatised), at the Grand House (the head quarters of the company). Mr. Sahany, Executive 
Director of WIFCO told the members present in the meeting that the Board of Directors of 
WIFCO has rejected the ‘wage revision package’ suggested by the executive committee; 
based on the consultant’s report. The committee was confident that its proposal would 
easily get through & therefore it promised the union of the company about ‘complete wage 
revision’ to be done in a time-bound manner. With the background of declining ‘employee 
morale’ & ‘employee productivity’, the executive director has been planning to bring back 
the healthy work-culture to WIFCO, using various strategies & policies. A long-awaited 
wage-revision was one of his sure-shots, to regain the confidence of the union. This has 
been an urgency also, especially after the union supported WIFCO’s privatisation, without 
any resistance, a year before. 
 
Mr. Sahany & his committee members are more worried today, with their failure on the 
fronts of ‘management of change’ & ‘organisational restructuring’ required for making 
WIFCO a dynamic organisation ; to explore new business opportunities & face new 
challenges, soon after its privatisation. 
 
The Background 
 
Core Industrial Finance Corporation (CIFC) was originally promoted by the Government, in 
1965; to promote small & medium size industries in the state. It was supposed to be ‘an 
ideal state-level development finance institution’, to offer all fund-based & non fund-based 
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services, to promote balanced industrial growth in the state. Since its inception, it funded a 
‘cumulative industrial growth of 190 % in 30 years (an annualised growth rate of 6.3 %); 
through 3,000 small-scale industries & 1,200 medium size industries. Total cumulative 
advances disbursed by the corporation are Rs.1,000 crore, with a very healthy recovery rate 
of 90 %. Except the first year of operation, CIFC has been offering dividend to its 
shareholders. A very healthy organisational environment, positive governmental support & 
constant financial & physical growth have been the distinguishing features of the 
corporation. 
 
An initial share capital of Rs.20 crore (60 % from the government & 40 % from the national 
level development finance institution) was further enhanced to Rs.100 crore (in the same 
ratio) in 1995. 
 
Following are the financial details of CIFC (now called WIFCO Limited), as on 31st March, 
2006  -- 
 

Sources Of Funds Rs. (crore) Rs. (crore) 
Share Capital (after privatisation) 

- from State Government 
- from Financial Institutions 
- from employees & public 

 
Reserves 
 
Loans 

- from State Government (conversion of share 
capital) 

- from Asian Development Bank 
- from IDBI 

 
Time & Demand Deposits 

 
49 
40 
11 
 
 
 
 

11 
 

40 
     100 
 

 
 
 

100 
 

  90 
 
 
 
 
 

151 
 

  39 
Total --  380 

 
 

Investment Of Funds Rs. (crore) 
Loans & Advances 
 
Fixed Assets 
 
Investment in corporate equity & other corporate securities 
 
Sundry Current Assets 

300 
 

  20 
 

  50 
 

  10 
Total  -- 380 

 
Notes -- 
 
1. Rates of interest on loans taken by WIFCO Ltd. are as follows  -- 

State Government Loan       --  No interest 
ADB Loan                            --    7 % 
IDBI Loan                            --  14 % 
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2. Average interest rate charged by WIFCO Ltd. is 16 % & average cost of funds incurred 

by it, is 10 %. 
3. As a result of privatisation, government’s share has been reduced to 49 %, by converting 

part of its equity stake into loan; to be repaid in 5 years. 
 
CIFC has been financing mainly through term loans (70 %), working capital loans (10 %) & 
contributing to corporate equity (20 %). The loan is supported by ‘free entrepreneurial & 
technical advise’, offered by the consultants appointed by CIFC. CIFC’s borrowers strongly 
feel the fatherly role of CIFC; for all their industrial ambitions to materialise. 
 
CIFC’s Organizational Structure before privatisation  -- 
 
                                                          Chairman 

(Appointed by the government, 
a retired IAS Officer) 

 
 

         Board of Directors                                                       Managing Director 
(18 members including                                                   (appointed by the government, 
 13 government nominees)                                                           an IAS Officer) 
 
                                                                                             Executive Director 
                                                                                         (Senior-most executive of 
                                                                                                 the corporation) 
 
 
            General Manager      General Manager      General Manager      General Manager 
                 (Fund                     (Disbursements)       (Administration         (Accounting 
             Mobilisation)                                                 & Personnel)             & Auditing) 
 
 
Notes on the above structure -- 
 
1. In the year 2003-04 (just before privatisation), CIFC had 260 employees as follows  -- 
 

Division Executives Support 
Staff 

Fund Mobilisation 
Disbursements 
Administration & Personnel 
Accounting & Auditing 

30 
40 
60 
10 

20 
25 
70 
  5 

Total  --       140       120 
 
2. Managing Director has been normally appointed for a term of three years & then 

transferred to other state-owned organisation or government department. 
 

3. Government nominees on the board are chief executives of other state-owned 
corporations (10 out of 13 corporations have been making losses for last 5 years; with 
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excess manpower & low productivity; with old-fashioned business styles & low wages 
to employees). 

4. All general managers are the executives promoted, considering seniority alone. 
5. Almost 50 % of executives have come on deputation, from various government 

departments. 80 % of these executives do not have suitable professional qualifications. 
 
Pre-privatisation Wages -- 
 
The wages of all the employees (excluding of course, the M. D.) have not revised since 
1995 (except two interim reliefs amounting to 30 % of original basic pay given in last  
11 years). New entrants (the management graduates mostly) joined CIFC recently, have 
been paid proportionately high wages (frustrating the senior executives with more than  
20 years service at CIFC). 
 
The privatisation Proposal – 
 
As a result of the Congress Government’s economic liberalization policies, the State 
Government decided to gradually privatize some of its profit-making corporations. CIFC 
was the first such ‘state unit’ to go through the privatisation formalities. Government 
reduced its share to 49 % by converting part of its stake in ‘interest-free loan’ in 2003-04. 
Government also appointed a well-known consultancy firm, M /s JPG & Associates to chalk 
out a detailed ‘privatisation programme’ for CIFC. Major ‘privatisation strategies & 
programme’ offered by the consultant were as follows -- 
 
1. Change the organization structure, considering following new business opportunities 

offered by the market  -- 
 

- leasing, factoring & venture capital 
- merchant banking 
- port-folio services 
- infrastructure & environment finance 
- joint ventures with other private sector finance companies for further growth 

 
2. Under the changed structure, the CEO should be a ‘professional executive’ & not an 

IAS Officer. An IAS Officer is a ‘generalist’ & hence not able to offer special solutions 
to special problems. He is technically also not qualified. Dominance of government 
nominees should be immediately reduced, to replace ‘government thinking’ by ‘business 
thinking’. 

3. Government’s stake should be gradually reduced to only 20 %, in five years time. 
4. The ratio between executives & support staff should be increased, by using ‘VRS 

Method’ for excessive support staff, promoting promising ‘support employees’ to 
officers’ grades, after offering adequate professional training. ‘Wage Package’ should  

 
      be thoroughly revised, using a market-friendly wage policy; to promote ‘overall          
      Productivity & financial engineering approach’. Promotion norms, bonus &   
      increments, rewards etc. should be ‘performance-based’ & not just ‘seniority-based’. 
5. Present structure of CIFC is based on ‘broad functions’. It should be changed to 

‘product based structure’ as follows  -- 
 

Core Division Product 



 

 5

Division ‘A’ 
Division ‘B’ 
Division ‘C’ 
Division ‘D’ 

Project Finance 
Merchant Banking & other fee-based activities 
Infrastructure & Environment Finance 
Lease Finance, Factoring & other conventional 
Consumer Finance Operations. 

 
       These divisions will be supported by ‘support divisions’ like general administration  
       & HRD, systems support, accounting & auditing, legal and secretarial. 
6. Executives & support staff will go through following ‘training programmes’  -- 
 

(a) Professional Skills, Creativity & Approach 
(b) Macro-level business awareness & competitive entrepreneurship 
(c) Attitudinal change & productivity enhancement 

 
The consultant’s ‘privatisation programme’ was partly accepted by the Board of Directors, 
only for ‘business change’ & ‘employee training’. Suggestions on organizational 
restructuring were flatly rejected, whereas suggestion on ‘wage policy revision’ was 
postponed. 
 
The response from the union -- 
 
The union at WIFCO has been responding positively to most of the ‘change proposals’ 
chalked out by the management. It is the union, which has been responsible for ‘healthy 
industrial relations’ in & outside WIFCO. Yet, the union leaders complain that  -- 
 
1. Lately, bureaucratic interference of the government in the functioning of WIFCO has 

increased. 
2. Every new M. D. & Chairman joining WIFCO, do not put their heart in the company’s 

functioning; as their tenure is just 3 years & approach is ‘more administrative’ & ‘less 
entrepreneurial’. 

3. Growing profitability of WIFCO has made it a ‘distinctive organization’ & that is 
exactly not liked by other CEOs of other state-owned units, who are also members of 
WIFCO’s board. 

4. Employees have not been given any training in ‘new business areas’, to come up to the 
‘market standards’. It is the old image of ‘CIFC’ which is still supporting ‘WIFCO’ to 
retain its market share. Days ahead are difficult. 

5. Wages have not revised for last eleven years. Promotions, transfers & job-allocations 
are based on ‘adhoc policies’. The true concept of ‘HRD’ is almost absent at WIFCO.  

 
      The ‘HRD Set Up’ is not adequate & professionally equipped. HR Executives are          
      busy with petty things & do not enjoy any direction for long-run HR Development. In  
      simple words, they are not able to contribute as ‘change managers’, especially during  
      the ‘phase of privatisation’. 
6. Some of the senior executives of the company are corrupt & inefficient. These 

executives for their own interest, do not want any change in the present set up. These 
people have conveniently used the short-time recruitment’s of Chairman & M.D. 
Although the Executive Director & some of his trusted colleagues have been trying to 
re-mould the organization using all positive approaches, there is no conceptual support 
available from the Chairman or the M. D. 
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7. The M. D. does not want to revise the wages immediately, because he would like to 
show an administered wage-control during his tenure. (He is on the verge of transfer to 
the ‘secretariat’ of the government.) 

 
With these complaints frozen temporarily in the cold storage, the union leaders supported 
the ‘privatisation of CIFC’ & actively participated in the process of it. The union insisted on 
‘market-oriented operations’ with ‘performance-based incentives’ for the employees. (With 
great efforts, the union leaders could convince the employees about ‘variable wages’ based 
on performance.) 
 
Mr. Sahany & his team’s role in the process of Privatisation  -- 
 
After the government formally reduced its stake in 2003-04, Mr. Sahany & his team 
attempted to convince the board, for the ‘organizational restructuring’, based on ‘business 
change’. Although the ‘restructuring programme’ (as suggested by the consultant) was flatly 
rejected by the Board, Mr. Sahany started the gradual process of ‘management of change’, 
with respect to new businesses, joint ventures & employee training. After convincing the 
Board, he appointed a consultant in 2007 to redesign a very comprehensive, long-run wage 
policy for the employees of WIFCO. By doing so, he could regain the confidence of 
frustrated employees & union leaders. The consultant gave a well-structured wage-policy, 
with pragmatic formulations on productivity-based incentives, voluntary retirement scheme, 
promotion norms & meaningful grades & ranks making the organisation flat & slim. 
 
Unfortunately, the Government nominees on the Board rejected this ‘new wage policy’. 
WIFCO’s Chairman & M. D. failed to convince the ‘Board Members’, about the need of 
such revision. Two board members representing the private sector corporations supported 
the new wage policy; to offer more autonomy with greater accountability, to the employees 
of WIFCO. 
 
The Post-Privatisation Confusion  -- 
 
The orthodox thinking of some of the senior executives of WIFCO has brought out a new 
issue of ‘core competence of WIFCO’. They want to restrict to ‘Project Finance’, in the 
years to come. ‘Any deviation from WIFCO’s core competence in project finance would  

 
be dangerous for WIFO; is the argument of these people. Surprisingly (or conveniently?) 
these orthodox thinkers support ‘immediate wage revision’ comparable with market-
standards. This support is of course not an open support. 
 
Another group of employees carries an opinion that a ‘hurried privatisation programme’ 
would backfire. Instead, WIFCO should implement it partly by revising only the wages & 
consolidating WIFCO’s position in project finance. This group is ready for only  
15 – 20 % of wages to be variable related to the performance in ‘project finance area’. 
 
Most of the other executives (& especially the young executives at the middle & upper-
middle levels) want the consultant’s proposals on privatisation & wages should be 
implemented in total & not in piece-meal. They carry a strong feeling that the present state 
of privatisation is ‘Pseudo Privatisation’, expecting too much from the employees with too 
little ‘empowerment’. Mere dilution in government’s stake can not privatize the 
organization, unless true intentions for privatisation are pushed through. Therefore, they 
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believe that an experienced leader of a private sector finance company should be brought in 
as a ‘privatisation leader’ & lead the organization successfully to the logical end of the 
privatisation process; with a time-bound programme. 
 
Mr. Sahany’s dilemma  -- 
 
Mr. Sahany & his colleagues are in search of a clear-cut strategy, which would strengthen 
their hands & gear up the ‘privatisation process’. They know that in a market scenario of 
‘up or out’, keeping any stone unturned would be disastrous for their organisation. He may 
now want to redefine ‘privatisation’ very comprehensively, so that the physical results of 
privatisation are seen & sustained. The question is, should he & his colleagues rebel out 
against the Board, approach the Ministry directly & demand for ‘real privatisation’ & not 
‘Pseudo Privatisation’. His urgent worry is, will the union support him, especially after the 
rejection of ‘wage revision’ which the union thinks, is an urgent & legitimate right of the 
employees? 
 
 
Questions & issues for discussion -- 
 
Each group (of preferably five members) will discuss the following questions & issues & 
bring out a ‘solution paper’. All these solution papers will be presented by the groups & 
discussed thoroughly. Each group presentation will go for 15 minutes. Each member of the 
group will actively participate in his group’s presentation. Weightage will also be given for 
appropriate questions raised by the audience.  
 

1. What is ‘privatisation’? 
2. Can ‘complete empowerment’ make privatisation successful? 
3. Should privatisation be done at a stroke or on piece-meal? 
4. Does privatisation improve cost – efficiency, entrepreneurship & strategic 

thinking? 
5. Should a state-owned, profit-making finance company be privatised? Will such 

privatisation shift its focus from small & medium industries to large industries 
or to only high-profit-making commercial lending? 

6. Should an IAS officer (before & after privatisation) head a finance company? 
Should there be board members from state-owned enterprises, even after a state-
unit is privatised? 

7. What is ‘core competence’? Should a finance company stick to its conventional 
business rotating around core competence? Should it develop new areas of 
competence? Should such change be gradual & piece-meal or time-bound & 
total? 

8. How crucial is ‘management of change’ to make ‘privatisation’ a success? What 
are the areas of change? Should a ‘privatisation expert’ be brought in, to lead the 
process of change? 

9. What time-period would be optimal to appraise the results of privatisation? 
What are the indicators, which differentiate between ‘Real Privatisation’ & 
‘Pseudo Privatisation’? 

10. Is there a concept of ‘Government Thinking’ different from ‘Business 
Thinking’? 

11. Should a company like WIFCO Ltd. need an ‘Entrepreneurial Head’ & not an 
‘Administrative Head’? 
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12. Is ‘product-wise division’ better than ‘function-wise division’? 
13. What are the ways & means to make the union not only support but participate 

in the ‘process of privatisation’? 
14. What is the role of the ‘HRD Managers’, in the whole exercise of privatisation? 
15. What would you suggest as the ‘immediate solution’ to Mr. Sahany’s dilemma? 

Are there alternate solutions? How do you react to the various responses of the 
groups of executives of WIFCO Ltd. to their privatisation programme? 

16. If ‘total empowerment’ is the key to successful privatisation, what are your 
suggestions about a pragmatic & sustainable employee policy? 

17. Do you think that WIFCo Ltd. would ultimately succeed in ‘sustaining its 
competitive advantage’, only after total privatisation? 

18. Are the financial details given in this case, indicative of a sound finance 
company? Do they support the diversification programme of WIFCO Ltd.? 
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