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The
    Chairman
            speaks ...

At a time when business the world over is becoming more and more consumer-centered, this issue
of our journal brings to you two lead articles dealing with consumer perception.

In our fast-changing world, nations are getting interdependent more closely. No nation can think of
remaining in isolation. The individual nation exists as part of a group or groups. Consumers, their
tastes, preferences and expectations, rule the world of business. In such a consumer-centric world,
consumer spending and theories related to it need re-reading and re-interpretation.

The lead article by Prof. Dharmedra Dhakal, Prof. Kishore G. Kulkarni, and Prof. Kamal P. Upadhyaya,
tries to reinterpret the theory of Consumption Function in the present real situation and proposes
an estimation of the same in an open economy setting. The theory considers individual nation as the
essential part of an entangled group of many nations. The paper analyses the role of international
determinants on the consumption pattern of an economy.

The power of a well-respected brand name has been widely accepted by successful business people
all over the world. A strong brand name is an invaluable asset as fight for a sizable market share is
intensifying day by day. Long term success of a brand is greatly influenced by consumer’s
perceptions of its value which are not merely based on functional aspects but also based on
psychological attributes.

While the whole concept of marketing has evolved from traditional style of marketing to relationship
marketing, the focus has now shifted from individual profitable transactions to multiple continuous
lifetime transactions through long term never-ending trustful relationships. Here, trust is the
foundation stone on which relationships are built and maintained in order to have a base of loyal
lifetime customers.

The research paper on the “Role of Trust: Brand Equity,” explains brand equity as a multi-
dimensional concept that exists in the hearts and minds of consumers.

As usual, you will find many other interesting topics such as home and personal care products,
stress and strain, issues in cement industry, home environment, insurance marketing and the like

discussed at length in this issue. I am sure you will enjoy the assortment.

Dr.G.P.C.NAYAR

Chairman, SCMS Group of Educational Institutions
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Editorial

Homo Symbolificus

We have to accept the fact that man is not simply Homo sapiens; he’s Homo symbolificus
– he is someone who makes symbols.

The business executive outlines a proposal. The novelist weaves a gripping tale. The
professor labours over a monograph. The student puzzles over a term paper. The
scientist reports the findings of a recent experiment. The journalist completes a story
just before the deadline. The poet captures a fleeting feeling.  The diarist records the
events of another day.

Their tasks vary. But each of them confronts the challenge of creating coherent ideas
in the private realm of thought and mapping those ideas into the private world of linguistic symbols. In
composing a written text, these individuals create meaning for themselves and potentially for their readers.
They engage in special form of thinking—the making of meaning—that may well define one of the most unique
characteristics of our species.

Walker Percy’s fanciful term Homo Symbolificus aptly underscores the centrality of meaning-making in human life.
Writing, art, music, dance, and other forms of symbol creation and manipulation reveal the very human process of
giving meaning to the experiences of life. Symbolization and meaning-making are essential aspects of being human.

The drive to make sense of our world is at the heart of human nature. We do this moment by moment in
interpreting our daily experience. People construct personal, informal models of their experiences. These
models comprise symbols that exist both in the private mental world inside one’s head and in the public
physical world of written texts, works of art, and artifacts of all kinds. It is through the symbols that we
communicate to others that our experience is rendered meaningful.

Human cultures are the public records of our strivings to make sense of the world through symbol creation.
Culture evolves continually as new ideas are conceived, new symbols are gestated, and new meanings are
born. Civilizations rise and fall, but the ideas and meanings that ring true, useful, and beautiful survive for
future generations of humanity.

Thinking and writing are the twins of mental life. The more expressive of the twins is writing. It can offer
insights into the psychology of thinking, the more reserved member
of the pair. Much of what we know about thinking stems from
observations of how people solve problems with clearly defined
goals. The study of writing can at least broaden and deepen our
understanding.   Study of writing is a remarkably rich task from a
methodological and empirical view point.   Writing invokes typical
elements of thinking.

Thinking involves a set of mental skills that create, manipulate, and
communicate to others the personal symbols of mental life. In the
field of business and management,   thinking resulting in writing has
great advantages over the   other types of problem-solving, decision-
making, and reasoning tasks.

Editorial Assistant: Mr. E.V. Johnson Assistant Editor: Dr. Rajagopal N.

              Dr.D.Radhakrishnan Nair
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Consumption Pattern:

Open Economy Setting
Dharmendra Dhakal, Kishore G.Kulkarni,

and Kamal P.Upadhyaya

E

S i n c e  t h e  p u b l i c a t i o n  of K e y n e s '  G e n e r a l  T h e o r y  o f  E m p l o y m e n t ,  I n t e r e s t  a n d  M o n e y  i n

1 9 3 6 ,  e c o n o m i s t s  h a v e  b e e n  n o t i n g  c o n s u m p t i o n  f u n c t i o n s .   N o n e  o f  t h e s e  s t u d i e s ,

h o w e v e r,  h a v e  i n c l u d e d  t h e  e f f e c t  o f  o p e n n e s s  o n  a g g r e g a t e  c o n s u m p t i o n ,  d e s p i t e

t h e  f a c t  t h a t  t h e  d e g r e e  o f  o p e n n e s s  h a s  b e e n  i n c r e a s i n g  s i g n i f i c a n t l y  i n  r e c e n t  y e a r s ,

l e a d i n g  t o  a  s i g n i f i c a n t  p o r t i o n  o f  c o n s u m p t i o n  m e t  t h r o u g h  i m p o r t .   T h i s  p a p e r

p r o p o s e s  a n  e s t i m a t i o n  o f  t h e  c o n s u m p t i o n  f u n c t i o n  i n  a n  o p e n  e c o n o m y  s e t t i n g .   A

c o n s u m p t i o n  f u n c t i o n  m o d e l  i s  d e v e l o p e d .   A n n u a l  t i m e  s e r i e s  d a t a  f r o m  I n d i a  f o r  a

p e r i o d  o f  1 9 7 3  t o  2 0 0 6  a r e  u s e d .   T h e  t i m e  s e r i e s  p r o p e r t i e s  o f  t h e  d a t a  a r e

d i a g n o s e d .   Tw o  v e r s i o n s  o f  t h e  e r r o r  c o r r e c t i o n  m o d e l  a r e  d e v e l o p e d .   E s t i m a t i o n  o f

b o t h  v e r s i o n s  o f  t h e  m o d e l  s u p p o r t s  t h e  p r o p o s i t i o n  t h a t  e x c h a n g e  r a t e  i s  a n  i m p o r t a n t

d e t e r m i n a n t  o f  t h e  a g g r e g a t e  c o n s u m p t i o n  f u n c t i o n  i n  I n d i a n  e c o n o m y .

s t i m a t i o n  o f  a g g r e g a t e  c o n s u m p t i o n  h a s  b e e n

considered to be

an impor tant exer-

c i se  by macroecono-

mists for several decades.

A big boost to consum-

p t ion  behav iou r   on

theore t i ca l  l eve l  was

offered by John Maynard

Keynes  i n  Gene ra l

Theory of Employment,

I n te re s t  and  Money

(1936)  i n  wh ich  he

a rgued  tha t  consum -

p t ion  i s  p r ima r i l y  a

pos i t i ve  and  l i nea r

f unc t ion  o f  na t iona l

i ncome.   He  fu r the r

ma in t a i ned  t ha t  t h i s

re l a t ionsh ip  between

income and consumption is fairly stable, and with higher

level of national income

the level of economy ’s

consumption as well as

saving is increased.  As

it is well-known, that in

Keynesian economics, the

theory of consumption

func t ion  p l a yed  a

s ign i f icant ro le,  which

led the  macroecono-

m i s t s  o f  1950s  and

1960s  to  emp i r i c a l l y

estimate the relationship

between consumption

and current income. The

empirical estimation of

the household consum-

ption function did seem

to be cons is tent  wi th

D r.  D h a r m e n d r a  D h a k a l ,  A s s o c i a t e  P r o f e s s o r,   D e p a r t m e n t  o f

E c o n o m i c s  a n d  F i n a n c e ,  Te n n e s s e e  S t a t e  U n i v e r s i t y ,

N a s h v i l l e ,  T N  3 7 2 0 3 - 3 4 0 1 ,  U . S . A . ,  E m a i l :  d d h a k a l

@ t n s t a t e . e d u

D r.  K i s h o r e  G .  K u l k a r n i ,  P r o f e s s o r  o f  E c o n o m i c s  a n d   E d i t o r,

I n d i a n  J o u r n a l  o f  E c o n o m i c s  a n d  B u s i n e s s ,  C B  7 7 ,  P. O .  B o x

1 7 3 3 6 2 ,  M e t r o p o l i t a n  S t a t e  C o l l e g e  o f  D e n v e r,  D e n v e r,  C O

8 0 2 1 7 - 3 3 6 2 .  E m a i l :  k u l k a r n k @ m s c d . e d u

D r.  K a m a l  P.  U p a d h y a y a ,  P r o f e s s o r  a n d  C h a i r,   D e p a r t m e n t

o f  E c o n o m i c s  a n d  F i n a n c e ,   U n i v e r s i t y  o f  N e w  H a v e n ,  3 0 0

B o s t o n  P o s t  R o a d ,   We s t  H a v e n ,  C T  0 6 5 1 6 ,  U . S . A ,  E - m a i l :

K u p a d h y a y a @ n e w h a v e n . e d u



SCMS Journal of Indian Management ,  Apri l - June, 2009.                                                                                                              6

A Quarterly Journal                                                                                                                                                Published by SCMS-COCHIN

t he  p ropos i t i on  o f  Keynes ,  bu t  t he  “ agg rega te ”

consumption was empirically not found to be propor tional

to the level of “aggregate” income (Romer, 2006).  Thus

this f inding on aggregate level  refuted the Keynesian

proposition. While other developments in consumption

funct ion theory made a bunch of  modi f icat ions and

justifications, most explanations were carried out for the

closed economy behaviour.  In fact in early days a little

attention was paid to the change in consumption patterns

due to the opening of an economy by offering consumers

more variety as well as an oppor tunity to increase the

propor tion of income consumed.  The present paper has

main objective of introducing the role of international

determinants for consumption pattern of an economy.

Assuming that the factors that determine openness of an

economy  a re  equa l l y  impor t an t  to  de te r m ine  t he

consumption, we fur ther notice that countries like India

and China where the openness is significant, these factors

may have a significant effect on aggregate consumption.

Using the modern data for Indian economy, we justify these

a rgumen t s  and  exp lo re  t he  changes  i n  agg rega te

consumption.

The paper is organized as follows:  Section 1 makes a

survey of (traditional) consumption behaviour arguments

in closed economy case and introduces a new argument

tha t  exp lores  the impor tance of  ex ter na l  fac tors  in

consumption behaviour.  Section 2 uses the Indian data to

estimate the results for a t ime series analysis with the

advanced model of consumption behaviour.  It is pointed

out that after 1991 the role of international trade has

become more significant in economic decisions including

the oppor tunities for consumers to consume more variety

of goods.   Section 3 summarizes the results and makes

the conclusions.

Sect ion 1 :   Theoret ical  Developments  in

Consumption Theory

Af te r  Keynes ian  revo lu t ion  s ta r ted emphas iz ing  the

consumption behaviour as the prime determinant of saving

behaviour and expenditure multiplier analyses, there were

numerous attempts to estimate consumption behaviour on

a shor t and long term basis.  Especially in US when the

evidence showed that marginal propensity to consume or

mpc (rat io of change in consumption and change in

income) was constant on a long run basis and volatile in

shor t term, two main explanations popped up.  Friedman

(1957)  proposed the theory  o f  permanent  income

hypothesis which suggested that the current consumption

is a function of permanent income as opposed to current

income, where current income is the sum of permanent

income and transitory income.  Hence when there are

shor t-term (transitory) changes in income, consumers do

not find a reason enough to change their consumption

habits.  For example if there is, say a flood in California and

i f  GDP temporar i l y  goes down for  few days ,  would

consumers change the consumption habit just for those

few days?  Friedman thought the answer was No. This

impl ied that the key determinant of the s lope of the

consumption function (relationship between consumption

and income) was the permanent income (which does not

change due to transitory changes) rather than the current

income.

Later, Hall (1978) demonstrated that the permanent income

hypothesis implied that consumption follows a random

walk .  Th i s  a rgument  i s  essent i a l l y  t rue  because the

permanent income changes only when the change in GDP

is on a long term basis. Whi le the permanent income

hypothesis temporarily reconciled the dilemma faced by

US economy, (as explained above about the shor t and

long term behaviour of national Consumption) there was

more interest in finding its empirical relevance. Hence after

i t s  i n t roduct ion ,  the  permanent  i ncome hypothes i s

a t t racted cons iderab le empi r ica l  a t tent ion .   Severa l

experiments such as Modigliani, (1966); Davidson et al,

(1978); Ghatak, (1998); and Wen-Jen and Hsing, (2005)

are famous in literature that focused on the different aspect

of the hypothesis including the test of linearity and co-

integration between income and consumption in different

coun t r i e s .   Ano the r  t heo re t i c a l  deve lopmen t  was

Duesenber ry ’s relative income hypothesis, which argued

that personal consumption is more dependent upon a

person’s relative income, relative to his/her neighbours,

friends and other surrounding folks.  While this approach

also somewhat explained the US economy dilemma, it had

practical problems for its estimation.  Third, explanation

by Ando and Modigliani postulated that consumption goes

through a life cycle just as a person finishes his/her life

cycle.  While young and old generations spend a higher

propor tion of their income, the middle aged persons
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become conservative in terms of lowering the propor tion

of  income spent .   Hence the  l i fe  cyc le  hypothes i s

provided another avenue to resolve the US economy

dilemma.  In later years while the strong interest in empirically

estimating consumption behaviour continued, there were

no major theoretical contributions to the consumption

behaviour of an economy.  It is only recently economists

have star ted paying attention to the influence of external

factors to consumption determination.

Thus, none of the approaches mentioned above took into

cons idera t ion the e f fect  o f  openness  on aggregate

consumption despite the fact that the degree of openness

is increasing significantly in recent years leading to a large

por tion of aggregate consumption met through impor ted

goods. Therefore, to estimate the consumption function

in an open economy setting is seen to be not only desirable

but also necessary.   In this paper therefore, we introduce

some new explanatory var iables depending upon the

international trade of the country.  It is believed that the

domestic consumption changes its level as well as its

pattern due to opening of an economy, as new variety of

consumption oppor tunit ies are made avai lable to the

residents. For the estimation purposes of this paper we

use the data of the Indian economy.  As is made aware by

recent events in Indian economy, the overall balance of

payments factors have been not only dominant but are

also significant in determining the overall functioning of

the economy.  The expor ts have grown while impor ts have

quadrupled in 17 years.

Two versions of an appropriate model incorporating open

economy variable(s) and the recent developments in the

consumption theory are developed in the paper. Annual

time series data are used to estimate the model.  Before

estimation of the model, the time series proper ties of the

data are analyzed.   It is hoped that the findings of this

paper will help us to better understand the theory and

empirical evidence for aggregate consumption behaviour.

Section 2:  Methodology and Estimation

Household consumption includes both durables as well

as non-durable goods.   Therefore,  the consumpt ion

functions can be disaggregated into two categories: (i)

consumption of durables and (ii) consumption of non-

durables. The consumption of non-durables is fur ther

div ided leading to an extens ive search for  accurate

specif ication, by acknowledging the fact that a simple

Keynesian linear consumption function does not accurately

expla in  the observed ins tabi l i ty  that  a r i ses f rom the

consumpt ion  o f  du r ab le s  and  t he  i n te r - t empora l

consumption patterns.  As discussed in the previous

section, these theories have been extensively tested using

the data from industrialized countries. It is however noted

that the industrialized countries are endowed by high per-

capita income as well as developed financial markets.  Most

developing countries have relatively low per-capita income

and the financial markets that rarely follow the laws of

efficiency. This hampers the inter-temporal smoothing of

consumption patterns. Therefore it is possible that the

findings of developed countries may not hold true in case

of  deve lop ing  count r ies .   I n  o rder  to  es t imate  the

consumption function for India we postulate the following

two consumption functions:

C
t

= f  (  Y
t
,  C

t - 1 ,
,  R ,  R E R

t
 ) (1)

C
t

= f  (  Y
t
,  C

t - 1 ,
,  R ,  E R

t
,  R E P R

t
 ) (2)

Where,

C = consumption expenditure

Y = disposable income

R = interest rate

ER = nominal exchange rate (the value of U.S. dollar

in domestic currency)

REPR = relat ive  pr ice rat io defined as the world price

index divided by domestic CPI

RER = ER multiplied by REPR

In equation (1) it is expected Y carries a positive coefficient

as consumption is positively related with the disposable

income.   An increase in disposable income makes the

economy consume higher quantity. The coefficient of C
t-1

may carry a posit ive sign because it is expected that

economy goes through the consumption patterns that

severely depend upon the last time period’s consumption.

A higher consumption last year tempts the economic agents

to consume higher this year as well.  Likewise the coefficient

of interest rate (R) is easy to investigate.  An increase in

nominal or real interest rate makes the individuals save more

and consume less, so the expected effect of R on the real

consumption is negative.
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We have estimated two forms of model in order to capture

the effect of openness on the consumption function.  In

equation (1) we have included real exchange rate (RER)

which essentially captures the effect of a change in real

exchange rate on consumption assuming that any changes

in nominal exchange rate influences consumption only if it

leads to a change in real exchange rate. This approach

considers only the effect of a movement in real exchange

rate and disregards the combination of nominal exchange

rate and foreign to domestic price ratio that generates such

a movement.  If prices rise at the same propor tion as the

rate of nominal exchange rate then the real exchange rate

rema in s  cons t an t  l e av i ng  no  room o f  change  i n

consumption.  Since this approach ignores any asymmetric

influence that an initial jump in the exchange rate may have

on consumption vis-a-vis the effect of a gradual rise in the

pr ice leve l  we a lso est imate an a l ternat ive equat ion

(equation 2) where instead of real exchange rate we

include nominal exchange rate (ER) and the relative price

level (REPR) separately.  The coefficient of RER in equation

(1) is  expected to be negat ive as a depreciat ion of

domest ic cur rency increases expor ts and decreases

impor ts leading to a decrease in domestic consumption.

Likewise in equation (2) the coefficients of ER and REPR are

also expected to be negative.

We have used annual time series data from 1973 to 2006.

All the data are in real term and are in U.S. dollar.  The data

are derived from various issues of the International Financial

Statistics published by International Monetary Fund (IMF).

Since it is much easier to assume that the consumption

relationship is log linear, the model is estimated in log form,

and we transformed equation (1) and (2) as follows:

log C
t

= b
0
 + b

1
 log Y

t
 + b

2
 log C

t-1 
+ b

3
 R

t
 + b

4

log RER
 t
 + e

 t                                                       
(3)

log C
t

= b
0
 + b

1
 log Y

t
 + b

2
 log C

t-1 
+ b

3
 R

t
 + b

4

log ER
 t
 + b

5
 log REPR

 t
 + n

 t     
            (4)

In equation (3) and (4) e and n are the random error terms.

S ince  the  equa t ions  a re  i n  log  fo rm the  es t ima ted

coefficients also represent the elasticity of consumption

with respect to the individual independent variable.

Before carrying out the estimation of equations 3 and 4,

we tested for  the s ta t ionar i ty  of  the data  ser ies  by

conducting an augmented Dickey-Fuller test (Nelson and

Plosser,  1982). This involved est imat ing the fol lowing

regression and carrying out unit root tests.

X
t 
= + t + X 

t-1
 +          

i
 X 

t-i
 + 

t

                                                 (5)

I n  t he  above  equa t ion ,  X  i s  t he  va r i ab l e  unde r

consideration,  is the first difference operator, t is a time

trend, and  is a stationary, random error term. If the null

hypothesis that  = 0 is not rejected, we know that the

variable series contains a unit root and is non-stationary.

We identified the optimal lag length in the equation by

ensur ing a white noise error term (Enders,  1995) .  In

addition, we supplemented the Dickey-Fuller test with a

Phill ips-Perron test (Phill ips, 1987; Phill ips-Perron, 1988).

The Phill ips-Perron test uses a non-parametric correction

to deal with any correlation in the error terms.

The unit root test results are repor ted in Table 1. Both the

Dickey-Fuller and the Phill ips-Perron tests indicate that the

data ser ies are not stat ionary at level .  Therefore, we

performed the same tests on first differences. All the data

series were found to be stat ionary in f i rst differences

suggesting that they were integrated of order one.

Having established the stationarity of the data we use the

Johansen (1988) and Johansen and Juse l ius  (1990)

approaches to test for a long-run equilibrium relationship

among the variables. This involves the test of co-integrating

vectors. Consider a p dimensional vector auto-regression,

X
t

=           
t 
X 

t-i
 + c + 

t
(6)

                                            which can be written as

X
t

=
                 i 

 X 
t-k

  - X 
t-k

 + c + 
t

(7)

                                             where

i = -I + 
1
 + 

2 
+ ...........+ 

t
(8)

i = 1,2,....., k-1 and

=  I - 
1
 - 

2
 -.....-

k
(9)

n

i=1

k

i=1

k

i=1
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where p i s  equa l  to the number of  var iab les  under

cons ide ra t ion .  The  ma t r i x   cap tu res  t he  long - run

re l a t ionsh ip  be tween   va r i ab les ,  and  th i s  can  be

decomposed into two matrices, A and B, such that  =

AB .’ A  i s  in terpreted as  the vector  er ror  cor rect ion

parameter and B as co-integrating vectors. This procedure

is used to test the existence of a long run relationship

among the var iables  in  Equat ions 1 and 2.   The co-

integration test results are repor ted in Table 2 and 3. Test

results in both tables indicate that the null hypothesis of

no co-integration is rejected.  Therefore, following Engle

and Granger (1987), the following two error correction

models are developed:

 log C
t

= b
0
 + b

1 
 log Y

t
 + b

2
  log C

t-1 
+ b

3
  R

t-1

+ b
4
  log RER

 t
  +  b

5
 EC + u

 t
(10)

 log C
t

= b
0
 + b

1 
 log Y

t
 + b

2
  log C

t-1 
+ b

3
  R

t-1

+ b
4
  log ER

 t
  + b

5
 log  REPR

 t
 + b

6
 EC +

v
 t
                                                   (11)

In equation (8) EC (the error correction term) in Equation

10 is the lag of the estimated error term in Equation 1 and

in Equation 11 it is  the lag of the estimated error term from

equation 2.  The estimation of equations 10 and 11 are as

follows:

 log C
t
 = 0.04 + 0.15

 
  log Y

t
 + 0.23  log C

t-1 
- 0.0007

R
t
               (2.61)**   (2.75)**           (0.73)                   (0.46)

- 0.14  log RER
 t   

 -  0.65 EC                                                (12)

                          (3.85***)            (1.89)*

adj R2 = 0.42    Breusch-Godfrey LM = 1.28     F = 5.54

RESET F = 0.65

 log C
t
 = 0.03 + 0.17

 
 log Y

t
 + 0.25  log C

t-1 
- 0.0007

 R
t

             (2.39)**   (2.83)***         (0.86)**               (0.51)

- 0.17  log ER
 t
 -  0.10 log  REPR

 t
 – 0.65 EC                 (13)

                 (3.20)***             (1.73)*                     (1.88)*

adj R2 = 0.42     Breusch-Godfrey LM = 1.75   F = 4.68

REST F = 1.30

Note: Figures in the parentheses indicate the t-values for

t he  co r re spond ing  coe f f i c i en t s .  *** ,** ,*  i nd ica te

significant at one percent, five percent, and ten percent,

critical level.

Overall estimation of both versions our model seems to

be good in terms of the coefficient of determination, the

F-statistics and the signs of the coefficients.  Insignificant

Breusch-Godfrey LM statistics suggest that the estimation

is not suffering from any auto-correlation problem.  Likewise

the insignificant RESET F values suggest that the model is

not suffering from any specification er ror.

As repor ted in equations 12 and 13 the coefficient of log

Y carries a positive and significant coefficient as expected

in  t he  t heo ry  o f  consumpt ion  f unc t ion .   L agged

consumption however, carries positive coefficient, but they

are not statistically significant.

The  e f fec t  o f  the  rea l  i n te res t  r a te  (R )  on  the  rea l

consumpt ion i s  negat ive as  expected.   But  i t  i s  not

stat ist ical ly s igni f icant in both est imat ions.  Given the

limitations of very marginally developed urban monetary

sector and dominant crude rural monetary sector this

finding is not that surprising.  While the interest rate charged

by banks on their loans may have a negative effect on the

real consumption, all changes in real interest rate do not

necessarily get transfer red into consumption behaviour.

Moreover, in case of India, a complete control over interest

rates of any kind by monetary authorities complicates the

monetary behaviour even more. In general therefore, we

argue that the changes in interest rate in Indian case are

not very s igni f icant to expla in any rat ional  economic

behaviour.

The main focus of this study however is to focus on the

coefficients of log RER in equation 3 and log ER and log

REPR in equation 4.  As discussed in the theoretical section,

we found log RER in equation 12, and log ER and log REPR

in equation 13 carrying negative and statistically significant

coefficient.  The coefficient of log RER in equation 12

suggest that one percent increase in real exchange rate

reduces the consumption expenditure by 0.14 percent.

Likewise from equation 13 we see that a one percent

increase in nominal exchange and relat ive pr ice rat io

decreases consumption expenditure by 0.17 percent and

the 0.1 percent respectively. These findings clearly prove

our hypothesis that modern consumption in Indian case is
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affected by international factors such as exchange rate and

relative world price.  The traditional consumption behaviour

does not recognize the impor tance of these external

factors therefore this finding is crucial.  We are especially

pleased to observe the fact that both international variables

have significant and expected effects on the domestic

consumption.   An increase in exchange rate increases the

value of domestic currency leading to lower real domestic

consumpt ion as impor ts  increase and subst i tute the

domestic consumption to durables and non-durables.

Table 1:   Unit Root Test

                                        A-D Test                                                              P-P Test

Variable  Level                    First  Difference            Level            First  Difference

log C -2.49 -8.59*** -2.49 -8.59***

log Y -0.95 -4.42*** -3.87*** -4.77***

R -2.83 -5.49*** -3.20 -7.61***

Log RER -2.28 -3.56** -1.85 -6.46***

log ER -1.02 -3.30* -1.61 -3.34*

log REPR 0.42 -6.75*** 0.42 -6.71***

Note  : *** ,** .*  s i gn i f i c an t  r e spec t i ve l y  a t  1%,  5%,  and  10% c r i t i c a l  l e ve l .   Cr i t i c a l  v a l ues  a re  f rom MacK innon ,  J .  (1990) .

Table 2 :   Johansen’s  Co-integration Test ;  variables :  log C,  log Y,  log R,  log RER

H
0
                               Trace Statist ics 5% Crit ical  Value        5% Crit ical  Value

r≤ 0 96.73** 68.52 76.07

r1 61.43** 47.21 54.46

r2 33.05* 29.68 36.65

r3 9.10 15.41 20.04

N o t e :  * *  a n d  *  i n d i c a t e s  t h e  r e j e c t i o n  o f  n u l l  h y p o t h e s i s  r e s p e c t i v e l y  a t  1 %  a n d  5 %  c r i t i c a l  l e v e l .

Table 3:  Johansen’s Co-integration Test; variables: log C, log Y, log R, log ER, log REPR

H
0

Trace Statistics 5% Critical Value 5% Critical Value

r ≤ 0 96.73** 68.52 76.07

r1 61.43** 47.21 54.46

r2 33.05* 29.68 36.65

r3 9.10 15.41 20.04

r4 0.15 3.76 6.65

N o t e :  * *  a n d  *  i n d i c a t e s  t h e  r e j e c t i o n  o f  n u l l  h y p o t h e s i s  r e s p e c t i v e l y  a t  1 %  a n d  5 %

Section 3:  Conclusion and Summary

This paper intended to infuse the role of external factors

such as international prices and exchange rate in the list of

determinants of economy ’s consumption pattern.  While

it is recognized that the traditional consumption function

theories were basically looking at domestic determinants,

the paper argues that in an open economy the external

factors can equally be crucial.  It is proved with simple
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estimation that the argument is quit applicable to Indian

conditions, which have been consistent to opening of the

economy.  The Indian consumers have not only changed

the por tfolio of aggregate consumption, but also allowed

the impor ted goods to enter in that por tfolio.  Clearly

variables such as exchange rate and domestic relative price

( re l a t i ve  to  wor ld  pr ices)  have  become s ign i f i can t

determinants of consumption behaviour.

In general it is seen to be a wor thwhile argument as well as

empirical exercise that clearly vindicate the new emphasis

on consumption determinants.  We would like to see a

few more evidences for other economies that are in a

similar globalization mode as Indian economy has been

since 1991.
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T

Brand Equ i ty  i s  a  wide ly  accepted concept .   But  i t  does not  lend i t se l f  to  a  s ing le  def in i t ion .

Resea rchers  have def ined i t  d i f fe ren t l y.    B rand equ i ty  i s  o f  pa ramount  impor tance due to

the cent ra l  and cr i t ica l  ro le  tha t  i t  p lays  in  max imiz ing the va lua t ion of  the f i rm.  The purpose

of  th i s  research paper  i s  to exp lore the d i f fe rent  perspect ives  on brand equ i ty  and present

a  s t rong case for  inc lud ing t rus t  as  one of  the components  of  brand equ i ty .  Ana lys i s  o f  t rus t

and i t s  impor tance in  the  deve lopment  o f  b rand equ i t y  cannot  be unders ta ted ,  g i ven  the

fact  tha t  t rus t  i s  v iewed as  the corner-s tone,  as  wel l  as  one of  the most  des i rab le  qua l i t ies

in  any  re la t ionsh ip .

Role of Trust:

Brand Equity
Bilal Mustafa Khan, Syed Afroz Shahid,

and Asif Akhtar

h e  b a s i c  i d e a  b e h i n d  b r a n d i n g  h a s  b e e n  t o

d is t ingu i sh  goods o f   one producer  f rom those

o f  o t h e r s .  T h e

word has been der ived

f r o m  a n d  O l d  N o r s e

w o r d  B r a n d r ,  w h i c h

m e a n s  ‘ t o  b u r n , ’  a s

b rands  were  and s t i l l

are the means through

wh ich  t he  owne r s  o f

l ivestock ident i fy  the i r

an ima ls .  According to

Fa r q u h a r  ( 1 9 8 9 ) ,  “A

b r a n d  i s  a  n a m e ,

s y m b o l ,  d e s i g n ,  o r

mark that enhances the

v a l u e  o f  a  p r o d u c t

beyond i t s  funct iona l

p u r p o s e . ”  B r a n d

Equ i t y  r ep re sen t s  a n

i m p o r t a n t  r e s e a r c h

a r e a  i n  t h e  f i e l d  o f

marke t ing .  The  concept  has  undergone a  se r ies  o f

e v o l u t i o n a r y  c h a n g e s  i n  i t s  u n d e r s t a n d i n g  a n d

const ruct .

O n e  o f  t h e  h o t t e s t

topics in market ing in

recent years has been

Brand equity.  A strong

a n d  p o w e r f u l  b r a n d

with af f i rmat ive brand

e q u i t y  h a s  s e v e r a l

rewards such as higher

marg ins ,b rand ex ten-

s i o n  o p p o r t u n i t i e s ,

m o r e  p o w e r f u l  a n d

e f f e c t i v e  c o m m u n i -

c a t i o n s  a n d  h i g h e r

consumer preferences

a n d  p u r c h a s e  i n t e n -

t i o n s  ( K e l l e r,  1 9 9 3 ;

R a n g a s w a m y  e t  a l . ,

1 9 9 3 ;  C o b b -Wa l g r e n

D r . B i l a l  M u s t a f a  K h a n , F a c u l t y , D e p a r t m e n t  o f  B u s i n e s s

A d m i n i s t r a t i o n , A l i g a r h  M u s l i m  U n i v e r s i t y  ( A M U ) , A l i g a r h

2 0 2 0 0 2 , U t t a r  P r a d e s h , E m a i l :  b i l a l m k h a n @ r e d i f f m a i l . c o m ;

k h a n b i l a l m u s t a f a @ g m a i l . c o m

M r . S y e d  A f r o z  S h a h i d , R e s e a r c h  S c h o l a r  -  B r a n d  E q u i t y

M a n a g e m e n t , D e p a r t m e n t  o f  B u s i n e s s  A d m i n i s t r a t i o n , A l i g a r h

M u s l i m  U n i v e r s i t y  ( A M U ) ,  A l i g a r h   2 0 2 0 0 2 ,  U t t a r  P r a d e s h ,  E m a i l :

a f r o z b i n s a l a m @ g m a i l . c o m

Mr.  A s i f  A k h t a r, Fa c u l t y , D e p a r t m e n t  o f  B u s i n e s s  A d m i n i s t r a t i o n

A l i g a r h  M u s l i m  U n i v e r s i t y  ( A M U ) ,  A l i g a r h   2 0 2 0 0 2 , U t t a r

P r a d e s h , E m a i l :  a s i f a k h @ g m a i l . c o m
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et al., 1995). As a key asset (Ambler, 2003), much of the

research has focused on understanding how to create,

measure, and manage brand equity (Keller, 1993, 1998,

2007).

Since the late 1980s and the r ise of the value-based

management phi losophy, brand equity has developed

into one of  the key market ing concepts a l l  the way

through management theory and practice (Sr inivasan et

al . ,  2005). The need for convincing evidence of brand-

based equity creat ion has led to the growth of a wide

range of dif ferent brand equity models. To date in al l

p robab i l i t y  mo re  t h an  300  d i f f e r en t  mode l s  e x i s t

worldwide (Amirkhizi ,  2005).

Regardless of the sizeable body of brand equity models

(Leone et al., 2006) most brand equity models lack an

adequately precise theoretical basis (Raggio and Leone,

2006). In meticulous, mercantile approaches barely present

a conceptual framework for explaining the selection and

weight ing of thei r  deter minants .  However,  th is  bas ic

theoretical foundation is necessary in order to prevent

randomness. The projected approach towards trust-based

brand management represents such a theoretical basis for

the brand equity model presented in this paper.

Defining Brand Equity

A n  a t t e m p t  t o  d e f i n e  t h e  r e l a t i o n s h i p  b e t w e e n

cus tomer s  and  b rands  p roduced the  te rm  “b rand

equ i ty ”  in  the  marke t ing  l i te ra tu re .  The concept  o f

b r a n d  e q u i t y  h a s  b e e n  d e b a t e d  b o t h  f r o m  a n

a c c o u n t i n g  a n d  m a r k e t i n g  p e r s p e c t i v e ,  a n d  h a s

underscored the impor tance of  hav ing an endur ing

focus wi th in  brand management .  B rand Equi ty  i s  one

of  the most  popular  topics in  market ing ,  and bui ld ing

s t rong Brand Equ i ty  has  become essent ia l  for  many

organ iza t ions  s ince i t  y ie lds  a  number  of  market ing

advan tages  and  i nc reases  compan ies ’  compet i t i ve

st rength .  Before we t ry  to unders tand what  i s  brand

equi ty  le t  us  f i r s t  look in to the d i f fe rent  def in i t ions

proposed by the var ious scholars .  Some def in i t ions

o f  b r and  equ i t y  a s  found  i n  t he  l i t e r a tu res  a re  a s

fo l lows:

Table 1: Brands and their Dimensions

Sl. No.          Author                                                           Definition

1. Aaker (1991) A set of brand assets and l iabil it ies l inked to a brand, its name and symbol

that add to or subtract from the value provided by a product or service to a

firm and/or to that f irm’s customer.

2. Barwise (1993) A uti l ity not explained by measured attributes

3. Barwise (1993) A differentiated, clear image that goes beyond simple product preference

4. Broniarczyk & The value a brand name adds to a product

Alba (1994)

5. Farquhar (1990) The added value that a brand endows a product with

6. Keller (1993); The Differential effect that Brand knowledge has on the consumer response

Keller (1998) to the marketing of that brand

7. Moore (1993) The combination of brand awareness, l iking and perceptions

8. Park & Srinivasan The added value endowed by the brand to the product as perceived by the

(1994) customer

9. Keegan; Moriar ty & The value attached to a brand because of the powerful relationship that has

Duncan (1995) been developed between the brand and customers and other stakeholders

over time
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10. Keegan; Moriar ty & The incremental price that a customer wil l pay for a brand versus the price

Duncan (1995) for comparable product or service without a brand name on it

11. Keegan; Moriar ty & A long term relationship with those people who loyally buy the brand over

Duncan (1995) and over again

12. Duncan & Moriar ty The accumulated brand suppor t by al l stakeholders, not only by customers

(1997)

13. Duncan & Moriar ty A product of the total net brand suppor t of customers and stakeholders

(1998) that is determined by al l communication interactions of the company

14. Kerin & Sethuraman Off-balance sheet intangible brand proper ties embedded in a company ’s

(1998) brand

Brand Equity: Literature Review

The term came to light in 1980s and was defined as “The

added value with which a brand endows a product.”

(Farquhar,1989). This Definition looks rather simple at first

glance but it formed the basis for all the future studies.

Aaker  (1991) gave one of  the most  comprehens ive

definitions of Brand Equity as “A set of brand assets and

liabilities linked to a brand, its name and symbol that add

or subtract from the value provided to a firm and/or to that

firm’s customers.” The model given by him is as shown

below (See Figure 1).

Figure 1: Aaker’s Brand Equity Model
( S o u r c e :  A a k e r ,  D a v i d  A .  ( 1 9 9 1 ) .  M a n a g i n g  B r a n d  E q u i t y ,  N e w  Yo r k :  T h e  F r e e  P r e s s )

Name Awareness Pe rce i ved  Qua l i t y

B rand Loya l t y

Brand Associations

B r and  As se t s

Other Proprietary

Brand Equity

Provides value to firm by enhancing

• Ef f ic iency and ef fect iveness

of  market ing programmes

• Brand Loyal ty

• P r i ce /Ma rg i n s

• Brand Ex tens ion

• Trade Leverage

• Competi t ive Advantage

Provides value to the Consumer by

enhancing Consumers:

• Interpretat ion / processing of

informat ion

• Confidence in the purchase

decis ion

• User  sat i s fact ion
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Awareness

Brand awanress

The model incorporates five dimensions of brand loyalty,

name awareness, perceived quality, brand associations,

and other propr ietary brands assets (eg. dist r ibut ion

sy s tem) .  The  pe r fo rmance  o f  t he  b r and  on  t hese

dimensions determines the brand equity. The definitions

of  brand equ i ty  g iven by Fa rquhar  and Aaker  were

subsequently validated by the definitions of Keller (1993);

Simon and Suillivan (1993); Mahajan et al. (1994).  In 1996,

some scholars criticized the above mentioned definitions

on the ground of being too simplistic. Feldwick (1996)

argued that depending on the context brand equity can

assume three different meanings. At a given time brand

equity can be used to refer to brand narrative, brand

strength, and brand value. Thus Brand equity is a vague

concept and lacks measurabil ity and application in the

business environment.

Suppor ting  the conclusions of Farquhar and Aaker,  Kotler

et al. (1996)  defined  brand equity as “The value of a

brand, based on the extent to which it has high brand

loyalty, name awareness, perceived quality, strong brand

associations, and other assets such as patents, trademarks,

and channel  re la t ionsh ips.”  The concept got fur ther

strength from the works of Agarwal et al (1996), who tried

to validate the various measures of band equity. Aaker

(1996) came up with an upgraded model based on his

prev ious work on Brand equi ty and proposed a ten

dimensional brand equity model (See figure 2).

The lack of tangibility and clear definition for brand equity

as pointed out by Feldwick (1996) was fur ther suppor ted

by Ehrenberg (1997a). He was of the view that high brand

equity is the result of large sales and adver tising budget,

s ince consumers in h is  opin ion more often than not

preferred the larger brand names. However, his asser tion

was contradicted by Baldinger and Rubinson (1997), who

conducted a research which showed that  customer

attitudes can be measured with some level of validity and

that brands ( large or small ) do show a decrease of strength

when observed over  a long period of time.

According to Ehrenberg (1997b) who debated against

brand equity, it is very difficult to maintain differentiation

based on brand and that too in case of competitive brands

because in his views a unique brand as well as a successful

adver tising can and is imitated by the competition. Thus, it

Figure 2: Aaker’s Ten Brand Equity Dimensions

( S o u r c e :  A a k e r ,  D a v i d  A .  ( 1 9 9 6 ) .  M e a s u r i n g  B r a n d  E q u i t y

a c r o s s  P r o d u c t s  a n d  M a r k e t s ,  C a l i f o r n i a  M a n a g e m e n t  R e v i e w )

becomes very difficult for a brand to maintain sustainable

differentiation over a period of time. As per Cook (1997)

due to long-term product and company lifecycles there is

no substantial impact of adver tising on brand equity.

Adver tising campaigns add to the development of brand

equity over a period of time (Farr and Hollis, 1997).  The

attitude consumer ’s form regarding a brand leads to the

image the brand takes in their mind. The brand attitude

Association/

Differentiation

Perceived value Brand

Personality

Organizational

associations

Perceived quality/

Leadership

Perceived quality

Leadership

Market behaviour

Market Share

Price and distribution

indices

Loyalty

Price Premium

Satisfaction / Loyalty



SCMS Journal of Indian Management ,  Apri l - June, 2009.                                                                                                              16

A Quarterly Journal                                                                                                                                                Published by SCMS-COCHIN

contributes to the brand image and would lead to brand

equity. Faircloth et al (2001) developed a stage model

suppor ting the argument. It was Chen (2001) who tried to

develop a model where he tried to identify the types of

association and the relationship between brand equity and

brand associations. He classif ied the brand association

into product association and organizational association.

The model developed by him is shown below (See Figure

3) .  He t r ied to bas ica l ly  s tudy the impact  of  brand

association on brand equity.

Figure 3: Chen Brand Association Model
( S o u r c e :  C h e n ,  A r t h u r  C h e n g - H s u i  ( 2 0 0 1 ) .  U s i n g  F r e e  A s s o c i a t i o n  t o  E x a m i n e  t h e  R e l a t i o n s h i p  b e t w e e n  t h e

C h a r a c t e r i s t i c s  o f  B r a n d  A s s o c i a t i o n s  a n d  B r a n d  E q u i t y ,  J o u r n a l  o f  P r o d u c t  a n d  B r a n d  M a n a g e m e n t )

Consumer Based Brand Equity

The chief proponent of Consumer based brand equity is

Keller (1993). Customer-based brand equity as defined by

him is the di f ferent ia l  ef fect of brand knowledge on

consumer response to the marketing of a brand. Keller

proposed an indirect approach to measure the level of

brand awareness using techniques such as aided and

unaided memory measures.  Next us ing branded and

unbranded products he tried to determine the effect of

brand knowledge on consumer response, thereby leading

to a measurement tool.

Park  and Sr in ivasan (1994) deve loped a survey-based

m e t h o d  o f  m e a s u r e m e n t .  T h i s  m e t h o d  c a l l s  f o r

gather ing consumer ’s  a t t i tudes and opin ions in  order

to come down to var ious factors  cont r ibut ing to the

brand equity.  Lassar et a l  (1995) developed a 17 point

sca le  wh ich  t r i e s  to  measu re  b rand  equ i t y  ac ros s

per for mance, va lue, socia l  image, t r ustwor th iness,  and

commitment .  Agarwal  and Rao (1996) came up wi th

an 11 point  sca le to measure consumer based brand

equi ty .  These measures of  brand equi ty  a re as  shown

in the f igure 4 .
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Figure 4: Eleven Measures of Customer-Based Brand Equity

(Source: Agarwal, Manoj K. and Rao, Vithala R. (1996). An Empirical Comparison of Consumer-Based Measures of Brand Equity, Marketing Letters)

F ina l l y,  Yoo and Donthu (2001)  deve loped a  mu l t i -

dimensional consumer based brand equity scale which

was based on the work of Aaker. The scale measures brand

equity across brand awareness, brand associations, brand

perceived quality and brand loyalty. The scale developed

by Yoo and Donthu (2001) was validated by Washburn and

Plank (2002) and suppor ted there scale to be a major step

towards development of a reliable scale to measure Brand

Equity.

Defining Trust

Trust has received a great deal of attention from scholars in

seve ra l  d i sc ip l i nes  such  as  psycho logy ,  soc io logy ,

economics, as wel l  as in more appl ied areas such as

management and marketing. This multidisciplinary interest

has added richness to the construct, but has also made it

difficult to integrate the various perspectives on trust and

to find a consensus on its nature. Never theless, a careful

rev iew of the extant l i terature reveals that conf ident

expectations and risk are critical components of a definition

of trust.

Rempel et.al. (1985) opine that development of trust is

based on past experiences and prior interaction. This idea

has also found suppor t from Ravald and Groonroos (1996)

who  fee l  t h a t  i t  o r i g i n a te s  and  deve lops  t h rough

experience, and Curran et.al (1998) who feels that it evolves

over a period of time.

Even though trust is a dynamic concept, one of the pre-

requ is i tes  of t rust  to ar ise is  the perceived r isk (e.g

Andaleeb, 1992; Mayer et. al. 1995; Rempel et.al. 1985).

This is inherently due to the fact that there could be

situat ions where the customer faces some degree of

uncer tainty or ambiguity in the  consumption expectations.

And t rus t  becomes operat iona l  when the indiv idua l

becomes vulnerable and when his decision outcomes are

based on uncer tainty and are impor tant to him/her (high

involvement purchase settings). In such a situation the

consumer looks for a trustwor thy brand which eliminates

all types of risk which may be inherent with the product

class. Table 1 represents cer tain types of risks which a

trustwor thy brand eliminates thereby reducing cognitive

dissonance.

Awareness

M1 – Recall

M2 – Familiarity

Preferences

M6 – Overall evaluation

M7 – Brand Index

M8 – Dollar metric measure

Perceptions/Attitude

M3 – Weighted attirbute score

M4 – Value for money

M5 – Quality of Brand name

Choice Intentions

M9 – Purchase intention

M10 – Brand specific coefficient

Actual Choice

M11 – Index of past

purchases
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Table 2: Brands, Risk and Risk Reduction

Sl.No        Type of Risk        Risk Reduction                                  Examples

1 Functional risk Will the product perform Brands such as airl iners (Boeing) reduce the

to expectations? immense risk involved.

Major reason why the fledgling Chinese aircrafts

manufacturers are finding the going uphill

2 Physical risk Does the product pose a Cosmetics, Medicines etc.

threat to the self and Reputed brands such as Dior, Ranbaxy, Pfizer

health? reduce such risk.

3 Financial risk Is the product wor th Brands with high emotional components or added

the price? values reduce financial risk as they justify the

premium price and thereby reducing dissonance.

(Rolls-Royce, BMW)

4 Social risk Will the product result Consumers prefer brands with self expressive

in embarrassment? benefits such as Harley Davidson and those which

are in sync with or enhance their social status. They

avoid brands which will cause embarrassment.

5 Time risk Will there be associated Usually with high-involvement products such

oppor tunity costs with a as purchase of an apar tment, laptop or a car.

product failure?Reduces If a wrong choice is made the buyer is stuck

search time. with the product.

Trust as a Component of Brand Equity

Inspired by the work of David Aaker (1991), we wish to

propose our own model for Brand Equity. The model tries

to  captu re  the  B rand equ i ty  d imens ions  re l a ted to

consumer perception. In addition to Brand Awareness,

Brand Association, Perceived quality and Brand Loyalty we

wish to incorporate the fif th dimension of Brand Trust in

the construct of Brand Equity.

 

Trust is viewed as the keystone and one of the most desired

traits in a relationship. It is the most impor tant attribute any

brand can own. It is also based on the consumer ’s belief

that the brand has speciûc qualities that make it consistent,

competent, honest, responsible and so on, which is in

line with the research on trust (eg Andaleeb, 1992; Doney

and Cannon, 1997; Larzelere and Huston, 1980).

Chaudhuri and Holbrook (2001) define Brand Trust as “The

willingness of the average consumer to rely on the ability

of the brand to perform its stated function.” Dawar and

Pillutla (2000), describe brand trust in terms of reliability

a n d  d e p e n d a b i l i t y .          

The most recent literature (Falkenberg , 1996; Hooley et

al., 2005; Srivastava et al., 1998, 2001) considers brand

equity as a relational market-based asset because it exists

outside the firm and resides in the relationships of final

users with brands. At the same time, the emergence of

re la t ionsh ip market ing as  a  dominant  focus of  both

marketing theorists and practitioners, suggests that trust is

the main factor on which a relationship is based.

The study of brand trust in the branding literature has not

flourished. Much of the interest in this issue has been

conceptual or theoretical in nature, and there has been

litt le empirical research into it. This lack of research is

pointed out by Chaudhuri and Holbrook (2001) who affirm

that the role of brand trust in the brand equity processes

has not been expl ic i t ly considered. Never theless,  i ts

impor tance has been theoret ica l ly  h ighl ighted in the

branding literature (Ambler, 1997; Sheth and Parvatiyar,
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1995) and in the current brand management practices

(Bainbridge, 1997; Kamp, 1999; Scott, 2000).

  

The Model attempts to capture the various facets of brand

equity from the perspective of the consumers.   Thus,

according to Bainbridge (1997) “A tr ustwor thy brand

places the consumer at the center of the world and relies

more on understanding real consumer needs and fulfi l l ing

them than the par ticular service or product. It is not merely

responsive, but responsible.” Realizing the impor tance of

brand trust in the construct of Brand Equity, we propose

the following model of brands equity as in Figure 5.

Conclusions

In spite of the agreement amongst researchers about the

value of brand equity, there is stil l no consensus regarding

its conceptualization and measurement. After an extensive

literature review, it can be said that there are various facets

of brand equity and no single definit ion captures the

essence of Brand Equity in its entirety. Rather, brand equity

should be thought of as a multi-dimensional concept that

depends on which knowledge structures are present in

the consumers’ minds and which actions a company can

take to capi ta l ize on the potent ia l  of fered by these

knowledge structures.

This study has several managerial implications as regards

to brand equity. First, in order to enjoy the substantial

competitive and economic advantages provided by brand

equity as a relational market-based asset, companies must

bui ld brand tr ust .  To that purpose a promise-centr ic

approach is needed when managing the brand.   It implies

to position the brand as a promise, as a set of expectations

that the brand offers a cer tain type and level of value.

Providing this value  on a consistent basis is at the hear t of

building strong relationships with consumers because they

develop a sense of trust that the brand will continue to

deliver that value.  When this happens, the brand can serve

as a catalyst for strengthening the relationship and for

forming a bond that competitors will find difficult to break.

This will be the foundation for the ongoing success and

sustained competitive advantage.

However,  compan ies  mus t  t a ke  ca re  not  to  assu re

everything for all people. They have to consider their own

Figure 5: Brand Equity Model

capabi l i t ies and the desi res of their  target consumer

segments before defining their promises of value. Once

they  a re  de fined  t hese  p rom i ses  have  to  be  kep t

consistently, especially when things change quickly and

buyers face great uncer tainty.

Second, since trust is built through experience, the more

positive experiences the consumer has with the brand,

the more trusting he or she is likely to become. As such,

investments in satisfaction programs, complaint handling

and in the design of communication and merchandising

strategies, that aid in creating and informing consumers

about the responsive att i tudes and behaviours of the

brands, are ways of building brand trust.

Third, history has proven that consumers will give second

chances to brands they trust (Harvin, 2000). Brands such

as Coca-Cola and Pepsi continue to thrive even after the

pesticide controversy.
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I

T h i s  p a p e r  a i m s  t o  s t u d y  t h e  c o n s u m p t i o n  p a t t e r n  o f  r u r a l i t e s :  s e l e c t  h o m e ,  p e r s o n a l  c a r e

p r o d u c t s ,  a n d  t h e  a w a r e n e s s  l e v e l  a b o u t  t h e  e x i s t i n g  b r a n d s .  T h e  s t u d y  a l s o  h i g h l i g h t s  t h e

c o n s u m e r s '  m o t i v e s  b e h i n d  t h e  p u r c h a s e  a n d  t h e  f a c t o r s  a f f e c t i n g  t h e i r  p u r c h a s e  d e c i s i o n s .

T h e  d a t a  h a v e  b e e n  c o l l e c t e d  f r o m  4 1 5  r e s p o n d e n t s  a c r o s s  t h e  e n t i r e  H a r y a n a  r e g a r d i n g

t h e  s i x  p r o d u c t s :  d e t e r g e n t ,  w a s h i n g  s o a p ,  b a t h i n g  s o a p ,  t o o t h p a s t e ,  s h a m p o o ,  a n d  h a i r

o i l .  M a j o r i t y  o f  t h e m  h a v e  b e e n  u s i n g  N i r m a ,  N i r o l ,  L u x ,  L i f e b o u y ,  C o l g a t e ,  C l i n i c  P l u s  a n d

D a b u r  A m l a  a n d  l o c a l  b r a n d s  o f  m u s t a r d  o i l .  T h e  s t u d y  r e f l e c t s  t h a t  b r a n d  a w a r e n e s s

l e v e l  o f  r e s p o n d e n t s  i s  v e r y  h i g h  t h o u g h  i t  d o e s  n o t  a f f e c t  t h e  p r o d u c t  u s a g e  t o  a  l a r g e

e x t e n t .  M a j o r i t y  r e s p o n d e n t s  h a v e  b e e n  u s i n g  t h e s e  p r o d u c t s  p u r e l y  d u e  t o  t h e  u t i l i t a r i a n

v a l u e  o f  t h e  p r o d u c t  r a t h e r  t h a n  t h e  p e r i p h e r a l  a s p e c t s .

Home and Personal Care Products:

Awareness and Consumption
Vinod Kumar Bishnoi and Bharti

D r. V i n o d  K u m a r  B i s h n o i ,   R e a d e r,  H a r y a n a  S c h o o l  o f

B u s i n e s s ,   G u r u  J a m b h e s h w a r  U n i v e r s i t y  o f  S c i e n c e

a n d  T e c h n o l o g y ,  H i s a r , H a r y a n a ,  E - m a i l :

b i s h n o i v k 2 9 @ g m a i l . c o m

M s . B h a r t i ,  R e s e a r c h  S c h o l a r ,  H a r y a n a  S c h o o l  o f

B u s i n e s s , G u r u  J a m b h e s h w a r  U n i v e r s i t y  o f  S c i e n c e

a n d  T e c h n o l o g y ,  H i s a r , H a r y a n a ,  E - m a i l :

r a w a t b h a r t i @ g m a i l . c o m

n  r e c e n t  y e a r s ,  c o n s u m e r  I n d i a  i s  a t  s u c h  a  p o i n t

w h e r e  t h e r e  i s  a  m u l t i p l i c a t i v e  e f f e c t  i n  i n c o m e

g r o w t h ,  a s p i r a t i o n s  a n d  c h a n g e d  c o n s u m p t i o n

patter n across the income level  segments (B i japurkar,

2 0 0 0 ) .  T h e r e f o r e ,  t h e

buying behaviour of rura l

consumers  has  acqu i red

signi f icant at tent ion of the

corporate biggies as they

have  s t a r t ed  consum ing

everything f rom shampoo

t o  m o t o r  c y c l e s  ( P a n i ,

2000) .  The  s i ze  o f  ru r a l

market is  bigger than the

urban for both FMCG and

durables as i t  accounts 53

a n d  5 9  p e r c e n t  o f  t h e

market share respect ively

( K a s h y a p ,  2 0 0 3 ) .  T h e

recent thrust of marketers

i n t o  r u r a l  m a r k e t  i s

t r iggered by the saturated urban market and the huge

rura l  potent ia l  which is  ref lected in growing demand,

has created uproar in th is  market (Kumar and Bishnoi ,

2007). The rural India has been witnessing a sea change

in a l l  sphere of l i fe ,  be i t

enhance standard of l iv ing

o r  a d o p t i o n  o f  n e w

lifestyle.   The entire credit

goes to the revolut ion in

technology and media as

t h e  p r i v a t e  s a t e l l i t e

channels have brought the

world to the cour tyards of

m a n y  v i l l a g e  h o u s e s

( S a k k t h i v e l  a n d  M i s h r a ,

2005).

T h e  c o n c e p t  o f  r u r a l

m a r k e t  i n  I n d i a  i s  s t i l l

e v o l v i n g  a n d  p o s e s

numerous cha l lenges l i ke
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understanding rura l  consumers,  reaching products and

serv ices to remote locat ions,  and communicat ing with

heterogeneous rura l  audience (Kashyap,  2003) .  The

un ique consumpt ion  pa t te rn ,  t a s tes ,  d i f fe ren t  ru ra l

geographies and vast sub-cul tura l  di f ferences display

n u m e r o u s  h e t e r o g e n e i t y ,  c a l l i n g  f o r  b e t t e r

understanding and pin-pointed strategies.

Literature Review

Sayulu and Ramana Reddy (1996) suggest that the rura l

market of fers a very promis ing future.  But th is market

has cer ta in character is t ics that h inder marketers f rom

exploit ing the oppor tunit ies. These include low l i teracy

leve l ,  ignorance of  r ight  consumers ,  ind i f fe rence to

qual i ty standards and lack of cooperat ive spir i t .  Ramana

Rao (1997) observes that the boom in rura l  areas is

caused by  such  f ac to r s  as  i nc reased d i sc re t iona ry

i n c o m e ,  r u r a l  d e v e l o p m e n t  s c h e m e s ,  i m p r o v e d

infrastructure,  increased awareness,  expanding pr ivate

TV channel coverage and emphasis on rura l  markets by

companies.  Ghosh (2007) h ighl ights that FMCG is an

i m p o r t a n t  c o n t r i b u t o r  t o  I n d i a ’ s  G r o s s  D o m e s t i c

Product (GDP) and is  a lso the for th largest sector in

t h e  I n d i a n  e c o n o m y  r e s p o n s i b l e  f o r  p r o v i d i n g

employment to approximately f ive percent of the tota l

factory employment.  He fur ther observes that the food

process ing and the backward l inkages establ ished by

eminent companies that have a l ready entered the rura l

z o n e ,  a n d  w i t h  a  n u m b e r  o f  I n d i a n  a n d  f o r e i g n

companies that are stepping in,  the purchas ing power

of farmers is  surely going to increase.

Though the smal l  packets made a considerable impact

on rura l  consumer buying behaviour and consumption

pattern,  yet th is  t rend ref lects only in cer ta in products

such  a s  shampoos ,  wash ing  powder,  coconu t  o i l ,

toothpaste etc. (Sakkthivel and Mishra, 2005). The study

fur ther cla ims that sachets (smal l  packs) faci l i tat ing rural

consumers to t ry new products and a lso played a v i ta l

role in modif y ing thei r  buying behaviour.  Hence, i t  may

be v iewed as a promotional  tool for modify ing buying

behaviour.  According to the study of  Naidu (2004)

regarding toothpaste and hai r  oi l ,  a lmost every rura l i te

is now aware of famous brands l ike Pepsodent, Colgate,

Acquafresh,  C ibaca and same is  a lso t rue in case of

hair oi l .  Sehrawat and Kundu (2007) argue in their study

that rura l  and urban consumers vary in thei r  behaviour

as far as s impl ici ty of packaging is concerned; the study

has shown that rura l  consumers are comparat ively less

i n f l u e n c e d  b y  s i m p l i c i t y  o f  p a c k a g e  t h a n  u r b a n

consumers.  Pandey (2005) observes that marketers are

succes s f u l l y  u s i ng  p roduc t  de s i gn  and  packag i ng

strategies to target the rura l  consumers,  for example,

sma l l  packages  o f  Fa i r  &  Love l y  a re  be ing  pushed

aggress ively in rura l  markets by Hindustan Lever L imited

(HLL). Toothpowders were long assumed to be the only

sor t  of ora l  care product r ura l  market would buy, yet

toothpaste penetrat ion has actual ly over taken powders

(Singh and Pandey, 2005).

Sakkth ivel  (2006) has gauged that companies intended

to att ract the r ura l  consumers ought to ver y cour teous

i n  t he i r  app roach  and  shou ld  t r y  to  deve lop  t he

per sona l  r appor t  by  o f fe r i ng  be t te r  p roduc t s  and

suppor t ive ser vices. Once this is done, they don’t have

to worry about promotion as word of mouth wi l l  take

c a r e  o f  i t .  T h e  r u r a l  c o n s u m e r  w i l l  a c t  a s  b r a n d

ambassador.  The study fur ther obser ves that sur v iva l

of brands in rura l  markets would purely be based on

thei r  per formance. Rura l  consumer would prefer  the

performance of the product rather than the brands. I f

they are sat is f ied with the same brand, they may look

for other products of the same brand. Mahapatra (2006)

claims that once the marketer creates a posit ive att i tude

for the brand/ serv ice, then i t  is  very di f f icul t  to deviate

the r ural  consumers. They not only seek comfor t in their

brand but a lso f rom the person who is sel l ing them the

brand .  The  s tudy  a l so  desc r ibes  t ha t  t he  g row ing

l i teracy rate and the high penetrat ion of convent ional

media  changed the percept ion of  ru ra l  consumers .

S h i n d e  ( 2 0 0 7 )  c o n c l u d e s  i n  h i s  s t u d y  t h a t  r u r a l

consumers buy f rom weekly markets in major i ty and a

meager number of consumers buy f rom dist r icts .  The

smal l  s ize packaging is  the most impor tant factor when

it  comes the factors af fect ing purchase. The te lev is ion

has  been  found the  b igges t  sou rce  o f  i n fo rmat ion

fol lowed by the radio and thei r  f r iend ci rc le a lso plays

a v i ta l  ro le in th is  regard. Kumar and Madhavi  (2006)

br ing out that  rura l  consumers are qual i ty  conscious

but with reasonable pr ice offers .  People understand

the local dialect and prefer to be informed in their local
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l anguage and dia lect .  Therefore i t  can be usefu l  for

promotion of brands in rura l  markets by major players

(Pate l  and Prasad, 2005).

The  above ment ioned s tud ies  h igh l i gh t  the  va r ious

i s s ue s  r e l a t ed  to  t he  r u r a l  ma r ke t s  l i k e  packag i ng

p r e f e r e n c e  o f  t h e  c o n s u m e r s ,  b r a n d  a w a r e n e s s ,

g r o w i n g  d e m a n d  f o r  d i f f e r e n t  p r o d u c t s ,  a n d

consc iousnes s  o f  t he  consume r s  r ega rd i ng  p r i ce .

However,  due attent ion has not been given to factors

l i ke  consumpt ion  pa t te rn  o f  ru ra l i t i es  the i r  mot i ves

behind the purchase,  and how di f ferent  brands are

c o n s u m e d  b y  t h e  c o n s u m e r s  w h o  h a v e  v a r i e d

d e m o g r a p h i c  p r o f i l e s .  T h e  p r e s e n t  s t u d y  i s  a n

endeavour in th is di rect ion.

Research Objectives

The main object ive of th is  research is  to study the rura l

c o n s u m e r s ’  b e h a v i o u r  t o w a r d s  s e l e c t  H o m e  a n d

Personal  care products.  To achieve th is object ive,  the

fol lowing sub object ives have been designed:

1. To know the brand awareness and consumption

pattern of rura l i tes.

2. To f ind out the mot ives behind the purchase

and the factors af fect ing purchase decis ion.

3. To ident i f y the sources of infor mat ion.

4. To measure an association between demographic

var iables and brand consumption.

Research Methodology

T h e  p r e s e n t  r e s e a r c h  b e i n g  e x p l o r a t o r y - c u m -

descr ipt ive in  na tu re ma in ly  depends upon pr imary

sources of information, which have been col lected with

the help of a st ructured quest ionnai re.  The study has

been conducted in a l l  four administ rat ive div is ions of

Haryana as div ided by Gover nment of Har yana.  Two

dis t r i c t s  f rom each d iv i s ion  have  been se lec ted a t

random and fu r ther  two v i l l ages have been chosen

randomly from each of the distr ict and from each vi l lage

f ive-ten percent of households have been surveyed. In

the ent i re survey, 16 v i l lages have been covered from

eight dist r icts of four administ rat ive div is ions.  A tota l

of  500 quest ionnai res were administered among the

respondents.  Out of these col lected quest ionnai res,

415 questionnaires were considered f i t  for analysis. The

resul ts have been obta ined pr imar i ly  with the help of

f requency and percentage techniques. The chi-square

test has a lso been appl ied to observe the associat ion

b e t w e e n  c e r t a i n  d e m o g r a p h i c  f a c t o r s  a n d  o t h e r

var iables under study.

Results and Discussions

Brand Awareness and Usage

I n  c a s e  o f  d e t e r g e n t s ,  i t  h a s  b e e n  f o u n d  t h a t

respondents have high awareness level  with regard to

Nirma, Ar ie l ,  Wheel ,  T ide, Fena  and Rin .  I t  shows that

they are ful ly aware of leading nat ional brands but when

it  comes to use, Nirma  is  far  ahead than other brands

Table 1:  Awareness and Usage regarding Detergent Brands

Detergents                  Awareness                      Usage

Frequency Percentage Frequency Percentage
Ariel 310 74.7 17 4.1
Nirma 334 80.5 227 54.7
Wheel 257 61.9 36 8.7
Rin 222 53.5 37 8.9
Surf Excel 107 25.9 50 12.0
Tide 251 60.5 14 3.4
Fena 225 54.2 0 0
Mr. White 49 11.8 0 0
Henko 61 14.7 0 0
Ghari 181 43.6 0 0
Any other — — 12 2.9
Non users — — 22 5.3
Total — — 415 100
Source:  P r imary data   F requencies regarding awareness are more than the actua l  because of  mul t ip le responses.
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Table  2 :  Awareness  and Usage regarding Washing Soap Brands

Washing Soaps                     Awareness                          Usage

Frequency P e r c e n t a g e Frequency P e r c e n t a g e

Ni rma 300 72.3 36 8.7

R i n 320 77.1 48 11.6

Whee l 281 67 .7 8 1.9

H e n k o 78 18.8 13 3.1

R in  Su r f  Exce l 172 41.4 42 10.1

T ide 200 48 .2 8 1.9

Ar ie l 229 55.2 0 0

Fena 242 58.3 0 0

N i ro l — — 256 61.7

Any  o the r 04 1.0 4 1.0

Tota l — — 415 100.0

S o u r c e :  P r i m a r y  d a t a ,  F r e q u e n c i e s  r e g a r d i n g  a w a r e n e s s  a r e  m o r e  t h a n  t h e  a c t u a l  b e c a u s e  o f  m u l t i p l e  r e s p o n s e s .

Table 3 :  Awareness and Usage regarding Bathing Soap Brands

Bathing Soaps                 Awareness                  Usage

Frequency P e r c e n t a g e Frequency P e r c e n t a g e

Lux 343 82.7 237 57.1

L i febuoy 335 80.7 103 24.8

C in tho l 161 38.8 17 4.1

Det to l 279 67.2 26 6.3

Breeze 115 27.7 8 1.9

N i rma 189 45.5 4 1.0

Godre j  No.  1 92 22.2 8 1.9

Medimix 29 6.9 4 1.0

Hamam 221 53.3 0 0

Pears 87 20.9 0 0

Rexona 69 16.6 0 0

Dove 25 6.0 0 0

Santoor 48 11.6 0 0

Pamol ive 9 2.2 0 0

Neem 25 6.0 0 0

Any other — — — —

Non users — — 8 1.9

Tota l — — 415 100.0

S o u r c e :  P r i m a r y  d a t a ,  F r e q u e n c i e s  r e g a r d i n g  a w a r e n e s s  a r e  m o r e  t h a n  t h e  a c t u a l  b e c a u s e  o f  m u l t i p l e  r e s p o n s e s .
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( t a b l e  1 ) .   I n  w a s h i n g  s o a p s ,  r e s p o n d e n t s  a r e

adequately aware about the leading brands but as far

as usage is  concerned, loca l ly  made Niro l  has been

found as the sole leader in th is  market .  I t  i s  per t inent

to ment ion here that var ious local  brands of Nirol  are

ava i lable in the market and a lso being sold in loose

form. The few respondents have a lso been found using

some leading nat ional  brands l ike Rin,  Ni rma  and R in

Surf  Excel  ( table 2).

I t  can be gauged from the table three that respondents

possess high awareness regarding Lux, L i febuoy, Dettol ,

Hamam  and Nirma  and i t  is  moderate in case of Breeze ,

Pears and Rexona as far as bathing soaps are concerned.

But regarding usage, Lux  is  the most preferred brand

fol lowed by L i febuoy .

In toothpaste, consumers are much aware about a lmost

al l  the leading brands avai lable in the market but in case

of  use,  Colgate  has  been found as the f ront  runner

fol lowed by Pepsodent  and Close-up ( table 4) .  The

other  nat iona l  brands a re s t i l l  s t r ugg l ing to conver t

themselves into the sa les.  Cl in ic P lus,  Sunsi lk ,  Pentene,

Cl in ic Al l  C lear,  Chik  and Head & Shoulder  are able to

make a dent in the mind of rura l  consumers so far  as

awareness level  of the shampoo brands are concerned

but when usage par t  comes, i t  is  the Cl in ic P lus  which

has been found as the most preferred brand (table 5).

The other wel l -known brands in th is product are a lso

absorbed by the consumers but in meager number.  In

case of hair  oi l ,  respondents have s igni f icant awareness

about a lmost a l l  the leading nat ional  brands but the

Dabur Amla  is  consumed most by the rura l  consumers

fol lowed by the mustard oi l  which is  local ly made and

is  ava i lab le wi th many brand names.  Parachute,  Keo

Karpin  and Vat ika  are the other brands which are a lso

consumed by the few respondents (table 6).

Table 4:  Awareness and Usage regarding Toothpaste Brands

Toothpastes                    Awareness                      Usage

Frequency Percentage Frequency Percentage

Pepsodent 371 89.4 95 22.9

Neem 160 38.6 8 1.9

Colgate 317 76.4 181 43.6

Close up 299 72.0 51 12.3

Dabur lal 201 48.4 30 7.2

Anchor 139 33.5 30 7.2

Babool 204 49.1 16 3.9

Aquafresh 81 19.5 0 0

Miswak 165 39.8 0 0

Vicco 12 2.9 0 0

Any other — — 0 0

Non users — — 4 1.0

Total 415 100.0

S o u r c e :  P r i m a r y  d a t a ,  F r e q u e n c i e s  r e g a r d i n g  a w a r e n e s s  a r e  m o r e  t h a n  t h e  a c t u a l  b e c a u s e  o f  m u l t i p l e  r e s p o n s e s .
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Table 5:   Awareness and Usage regarding Shampoo Brands

Shampoos                     Awareness                        Usage

Frequency Percentage Frequency Percentage

Pentene 246 59.3 4 1.0

Cl inic Plus 319 76.9 247 59.5

Suns i lk 309 74.5 45 10.8

Ayur 142 34.2 18 4.3

Cl inic Al l  Clear 223 53.7 13 3.1

Head & Shoulder 169 40.7 16 3.9

Chik 186 44.8 12 2.9

Garnier Frut ics 59 14.2 20 4.8

Ayush 48 11.6 4 1.0

Lure 09 2.2 0 0

Shikakai 48 11.6 0 0

Halo 73 17.6 0 0

Non users — — 36 8.7

Total — — 415 100.0

S o u r c e :  P r i m a r y  d a t a ,  F r e q u e n c i e s  r e g a r d i n g  a w a r e n e s s  a r e  m o r e  t h a n  t h e  a c t u a l  b e c a u s e  o f  m u l t i p l e  r e s p o n s e s .

Hair  Oil                      Awareness                      Usage

Frequency P e r c e n t a g e Frequency P e r c e n t a g e

Va t i k a 313 75.4 20 4.8

Dabur  Amla 322 77.6 149 35.9

A lmond D rops 143 34.5 13 3.1

C l i n i c  A l l  C lea r 268 64.6 20 4.8

Nav ra tan 284 68 .4 14 3.4

Pa rachute 247 59.5 47 11.3

Keo Ka rp in 146 35.2 33 8.0

Ha i r  &  Ca re 134 32.3 9 2.2

Mus ta rd  O i l — — 106 25.5

Any  o the r 32 7.7 4 1.0

Tota l — — 415 100.0

S o u r c e :  P r i m a r y  d a t a ,  F r e q u e n c i e s  r e g a r d i n g  a w a r e n e s s  a r e  m o r e  t h a n  t h e  a c t u a l  b e c a u s e  o f  m u l t i p l e  r e s p o n s e s .

Table  6 :  Awareness  and Usage  regarding Hair  Oi l  Brands

Motives behind Use of Products

I t  can be t raced f rom table 7 that the ut i l i tar ian aspect

of detergent i .e.  removal  of sta ins has been found the

mos t  domina t i ng  reason  fo r  i t s  pu rchase .  The  few

respondents  bough t  i t  fo r  i t s  f r ag rance  va lue .  The

consumers buy washing soap due to its primary function

for  c lean l iness  and some respondents  buy i t  for  i t s

f ragrance (table 8).

Table 9 gauges that  the sk incare and f ragrance have

been found as  the pr ime reasons for  us ing bath ing
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Motive Frequency P e r c e n t a g e

C lean l i ne s s 204 49.2

F re shnes s 103 24.8

Check  ge rms 48 11 .6

Wh i t enes s 48 11.6

Bad  B rea th 4 1.0

Tas te 4 1.0

Non use r s 4 1.0

Tota l 415 100.0

S o u r c e :  P r i m a r y  d a t a

Table 7:  Motives for using Detergent

Motive  Frequency  Percentage

Fragrance 73 17.6

Remove stains 316 76.1

Washing machine fr iendly 4 1.0

Non users 22 5.3

Any other 0 0

Total 415 100.0

S o u r c e :  P r i m a r y  d a t a

Table 8:  Motives for using Washing Soap

Motive Frequency Percentage

Fragrance 50 12.0

Clean l iness 365 88.0

Skin f r iendly 0 0

Any other 0 0

Total 415 100.0

S o u r c e :  P r i m a r y  d a t a

Table 9:   Motives for using Bathing Soap Table  10 : Motives  for  using Tooth  Paste

Table 11: Motives for using Shampoo

Motive Frequency Percentage

Cleanl iness 282 68.0

Remove Dandruff 59 14.2

Medicinal use 4 1.0

Hair condit ioning 34 8.2

Non users 36 8.7

Total 415 100.0

S o u r c e :  P r i m a r y  d a t a

Table 12:  Motives for using Hair Oil

Table 13: Factors affecting Purchase Decision

Factor Frequency Percentage

Adver t i sement 80 19.3

Low P r ices 63 15.2

Good Qua l i t y 165 39.8

F r iends  & Re la t i ves 24 5.8

Reta i le r ’ s  In f luence 70 16.9

Any other 13 3.1

Tota l 415 100.0

S o u r c e :  P r i m a r y  d a t a

Motive Frequency Percentage

Fragrance 180 43.4

Skincare 197 47.5

Medicinal  Use 14 3.4

Enhance beauty 12 2.9

Any other 4 1.0

Non users 8  1.9

Tota l 415 100.0

S o u r c e :  P r i m a r y  d a t a

Motive Frequency Percentage

Hair care 259 62.4

Good look 137 33.0

Fragrance 10 2.4

Medicinal use 5 1.2

Any other 4 1.0

Total 415 100.0

S o u r c e :  P r i m a r y  d a t a

Table  14 :  Sources  of  Information

S o u r c e Frequency  Percentage

Te l ev i s i on 367 88.4

Rad io 47 11.3

Re ta i l e r 80 19.3

Newspaper 144 34.7

Hoa rd i ng 25 6.0

Re la t i ves 40 9.6

Magaz ines 4 1

Any  o the r 20 4.8
S o u r c e :  P r i m a r y  d a t a ,  F r e q u e n c i e s  a r e  m o r e  t h a n  t h e  a c t u a l

b e c a u s e  o f  m u l t i p l e  r e s p o n s e s .
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soaps.  However meager number of respondents has

ment ioned that they use i t  for medicina l  purpose or to

enhance beauty. Table 10 highl ights that the cleanl iness

fol lowed by f reshness has been found as the pr imary

motives for the purchase of toothpaste.  Some of the

re sponden t s  a l so  pu rcha se  i t  f o r  t he  pu rpose  o f

protect ion from germs and whiteness value. Cleanl iness

has  been  found as  the  p r ima ry  mot i ve  beh ind  the

purchase of shampoos. The very few respondents a lso

buy it for removal of dandruff or hair condit ioning (table

11).  Table 12 gauges into the reason for buying hai r  oi l

and i t  is  found that the respondents have been buying

i t  for ha i r  care and good looks.

Factors Affecting Purchase Decision

Table 13 discusses the factors inf luencing the purchase

decis ion of the respondents.  I t  can be wel l  observed

from the table that qual i ty has been the major factor

b e h i n d  t h e  p u r c h a s e  o f  t h e s e  i t e m s  w h e r e a s

adver t isement and reta i ler ’s  inf luence a lso play a v i ta l

role in deciding about a par ticular brand. A small number

of respondents a lso give weight to the lower pr ices

when i t  comes to  purchase .  Any other  fac tors  l i ke

hoarding and mobile van etc do not have any significant

effect on the consumers.

Sources of Information for Brands

A s  f a r  a s  s o u r c e s  o f  i n f o r m a t i o n  a r e  c o n c e r n e d ,

t e l e v i s i o n  i s  f a r  a h e a d  t h a n  t h e  o t h e r  s o u r c e s .

Newspape r  a l so  p l a y s  a  s i gn i f i c an t  ro l e  i n  impa r t i ng

i n f o r m a t i o n  t o  c o n s u m e r s  p r o b a b l y  d u e  t o  t h e i r

l oca l  ed i t i on .  Re t a i l e r s ,  r ad io  and  r e l a t i v e s  a r e  t he

o t h e r  s o u r c e s  o f  i n f o r m a t i o n  f o r  t h e  r u r a l

consume r s  ( t ab l e  14).

Ta b l e  1 5 :  I n c o m e  Le v e l  and De t e r g e n t s ’  Br a n d  Co n s u m p t i o n

              Detergent      N i r m a         W h e e l          R i n    R i n  S u r f           Any To t a l

Monthly        E x c e l          o t h e r

I n c o m e

be low 5000 32(57 .1 ) 12(21 .4 ) 4 (7 .1 ) 4 (7 .1 ) 4 (7 .1 ) 56(100 .0 )

5001-10000 133(76 .0 ) 4 (2 .3 ) 4 (2 .3 ) 21(12 .0 ) 13 (7 .4 ) 175(100 .0 )

10001-15000 29(27 .6 ) 12(11 .4 ) 21(20 .0 ) 25(23 .8 ) 18(17 .1 ) 105(100 .0 )

above  15000 33(57 .9 ) 8 (14 .0 ) 8 (14 .0 ) 0(0) 8 (14 .0 ) 57(10 .0 )

To t a l 227(57 .8 ) 36 (9 .2 ) 37 (9 .4 ) 50(12 .7 ) 43(10 .9 ) 393(100 .0 )

S o u r c e :  P r i m a r y  d a t a ,   C h i - s q u a r e  v a l u e  9 6 . 1 7 9 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,   F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e .

* A n y  o t h e r  a l s o  i n c l u d e s  A r i e l  &  T i d e

Table  16 :  Educat ion Level  and Detergents ’  Brand Consumption

               Detergent    Nirma Wheel    Rin            Rin  Surf    Any     Total

Education   Excel  other

level

I l l i t e ra te 37(100.0) 0(0) 0(0) 0(0) 0(0) 37(100.0)

Upto  12 th 156(59.1) 20(7.6) 12(4.5) 33(12.5) 43(16.3) 264(100.0)

Graduate /P.G . 34(37.0) 16(17.4) 25(27.2) 17(18.5) 0( .0) 92(100.0)

Tota l 227(57.8) 36(9.2) 37(9.4) 50(12.7) 43(10.9) 393(100.0)

S o u r c e :  P r i m a r y  d a t a ,   F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e
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Table  17:   Income Level and Washing Soaps’ Brand Consumption

             Washing

                      Soap  Nirma Rin Nirol Any Total

Monthly other

Income

below 5000 8(11.6) 8(11.6) 45(65.2) 8(11.6) 69(100.0)

5001-10000 16(9.1) 12(6.9) 121(69.1) 26(14.9) 175(100.0)

10001-15000 8(7.0) 15(13.2) 58(50.9) 33(28.9) 114(100.0)

above 15000 4(7.0) 13(22.0) 32(56.1) 8(14.0) 57(100.0)

Tota l 36(8.7) 48(11.6) 256(61.7) 75(18.1) 415(100.0)

S o u r c e :  P r i m a r y  d a t a ,  C h i - s q u a r e  v a l u e  2 5 . 8 3 3 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,  F i g u r e s  i n  p a r e n t h e s i s

d e n o t e  p e r c e n t a g e ,   * A n y  o t h e r  a l s o  i n c l u d e s  W h e e l ,  T i d e ,  H e n k o  a n d  R i n  S u r f  E x c e l .

Table 18:  Education Level and Washing Soaps’ Brand Consumption

                Washing Soap   Nirma   Rin Nirol  Any    Total

Education Level other

I l l i terate 4(10.8) 9(24.3) 24(64.9) 0(0) 37(100.0)

Upto 12th 20(7.2) 21(7.6) 181(65.3) 55(19.9) 277(100.0)

Graduate/P.G 12(11.9) 18(17.8) 51(50.5) 20(19.8) 101(100.0)

Tota l 36(8.7) 48(11.6) 256(61.7) 75(18.1) 415(100.0)

S o u r c e :  P r i m a r y  d a t a ,  C h i - s q u a r e  v a l u e  2 4 . 5 4 7 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,  F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e

Table  19 :   Income Level  and Bathing Soaps’  Brand Consumption

            Bathing Soap      Lux              Lifebuoy        Det tol  Any    Total

Monthly o t h e r

I n c o m e

be low 5000 41(63 .1) 16(24 .6) 0(0) 8(12.3) 65(100.0)

5001-10000 96(56.1) 59(34.5) 8(4 .7) 8(4 .7) 171(100.0)

10001-15000 55(48.2) 24(21.1) 18(15.8) 17(14.9) 114(100.0)

above 15000 45(78.9) 4(7 .0) 0(0) 8(14.0) 57(100.0)

Tota l 237(58.2) 103(25.3) 26(6.4) 24(5.9) 407(100.0)

Sou rce :  P r ima r y  da t a ,   Ch i - squa re  v a l ue  53 .769 ,  s i g n i f i c an t  a t  5%  l e ve l ,   F i g u r e s  i n  pa ren t he s i s  deno te  pe rcen t age

* A n y  o t h e r  a l s o  i n c l u d e s  N i r m a ,  B r e e z e ,  G o d r e j  ,  M e d i m i x  &  C i n t h o l .

Table  20 :  Educat ion Level  and Bathing Soaps’  Brand Consumption

                  Bathing Soap Lux Lifebuoy Dettol Any To t a l

Education Level o t h e r

I l l i t e ra te 33(100.0) 0(0) 0(0) 0(0) 33(100.0)

Upto  12 th 160(58.6) 83(30.4) 14(5 .1) 16(5.9) 273(100.0)

Graduate /P.G . 44(43.6) 20(19.8) 12(11.9) 25(24.8) 101(100.0)

Tota l 237(58.2) 103(25.3) 26(6.4) 41(10.1) 407(100.0)

Source :  P r ima ry  da ta ,  F i gu res  i n  pa ren thes i s  denote  percen tage
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Association of Demographic Variables and

Brand Usage

I t  can be observed from the table 15 that Nirma  is  the

sole leader in a l l  the income categor ies in compar ison

to  the  o the r  b rands  o f  de te rgen t s .  Bu t  i n  case  o f

sophis t icated brands l i ke Surf  Excel ,  Arie l  and T ide ,

the usage increases as the income level  increases.  This

assoc ia t ion i s  a l so re f lected f rom the va lue of  ch i -

squa re  a s  we l l .  When  i t  comes  to  the  a s soc i a t ion

between educat ion level  and brand consumption of

detergents (table 16),  Nirma  is  the only brand which is

consumed by the a l l  i l l i terate respondents.  However,

as the educat ion level  of  respondents increases the

trend is downward in case of Nirma whereas Wheel,

R in  and Surf  Excel  show an increas ing t rend.

The table 17 discloses that Nirol  (a local  brand) is  the

most ut i l ized washing soap brand among a l l  income

categor ies.  However,  the f igures ref lect the decreas ing

trend with the increas ing income level .  But i t  is  v ice-

versa in case of Rin .  Th is fact is  a lso revealed by chi-

square va lue. By seeing the pattern of washing soap

brands as per the educat ion level  of the respondents

(table 18), Nirol is being used by the majority of i l l i terate

r e s p o n d e n t s  a n d  i t s  u s e  i s  d e c r e a s i n g  w i t h  t h e

increas ing educat ion level .  But ,  Nirma and Rin  are on

increasing s ide as the education level increases. Hence,

t h e  f i g u r e s  r e v e a l  t h a t  a s  t h e  e d u c a t i o n  l e v e l  o f

r e s p o n d e n t s  g o e s  u p ,  t h e y  t e n d  t o  u s e  m o r e

sophist icated nat ional  brands.

The  t ab le  19  revea l s  t he  f ac t  t ha t  Lux  i s  t he  mos t

c o n s u m e d  b a t h i n g  s o a p  i r r e s p e c t i v e  o f  d i f f e r e n t

income ca tegor ies  however  i t  a l so  d i sc loses  tha t  the

consumers seek more var iety as the income leve l  goes

u p .  C h i - s q u a r e  v a l u e  a l s o  s h o w s  a  s i g n i f i c a n t

assoc ia t ion between income leve l  and bath ing  soaps

brand usage .  As  per  tab le  20 aga in  Lux  i s  the  lead ing

brand in  a l l  educat ion categor ies  of  respondents  wi th

a decreas ing t rend with the increas ing educat ion leve l

whe rea s  con sump t ion  o f  De t to l  a n d  o t h e r  b r a n d

i nc rea ses  w i t h  t he  i nc rea s i ng  educa t ion  l e ve l .  So

e d u c a t i o n  h a s  a  p o s i t i v e  a s s o c i a t i o n  w i t h  b r a n d

cho ice .  Lower  age g roups a re  more va r ie ty  seek ing

whereas  wi th  the  inc rease in  age ,  the  respondents

s t ick  to  the  two lead ing  brands  i .e .  Lux  and L i febuoy

( tab le  21) .

Ta b l e  2 1 :  A g e  and Ba t h i n g  So a p s ’  Br a n d  Co n s u m p t i o n

              Bathing Soap     L u x                L i f e b u o y D e t t o l   A n y To t a l

A g e o t h e r

15 -25 61 (53 .0 ) 29 (25 .2 ) 8 (7 .0 ) 17 (14 .8 ) 115 (100 .0 )

26 -35 124 (63 .3 ) 46 (23 .5 ) 14 (7 .1 ) 12 (6 .1 ) 196 (100 .0 )

36 -50 48 (63 .2 ) 12 (15 .8 ) 4 (5 .3 ) 12 (15 .8 ) 76 (100 .0 )

a b o v e  5 0 4 (20 .0 ) 16 (80 .0 ) 0 ( 0 ) 0 ( 0 ) 20 (100 .0 )

To t a l 237 (58 .2 ) 103 (25 .3 ) 26 (6 .4 ) 41 (10 .1 ) 407 (100 .0 )

S o u r c e :  P r i m a r y  d a t a ,    C h i - s q u a r e  v a l u e  4 5 . 0 5 3 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,   F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e

Ta b l e  2 2 :   I n c o m e  Le v e l  and To o t h p a s t e s ’  Br a n d  Co n s u m p t i o n

     To o t h p a s t e       Pepsodent   Colgate C l o s e  u p      Any To t a l

Monthly   o t h e r

I n c o m e

be low 5000 8 (12 .3 ) 28(43 .1 ) 4 (6 .2 ) 25(38 .5 ) 65(100 .0 )

5001-10000 33(18 .9 ) 87(49 .7 ) 38(21 .7 ) 17 (9 .7 ) 175(100 .0 )

10001-15000 17(14 .9 ) 54(47 .4 ) 9 (7 .9 ) 34(29 .8 ) 114(100 .0 )

above  15000 37(64 .9 ) 12(21 .1 ) 0(0) 8 (14 .0 ) 57(100 .0 )

To t a l 95(23 .1 ) 181(44 .0 ) 51(12 .4 ) 84(20 .4 ) 411(100 .0 )

     S o u r c e :  P r i m a r y  d a t a , C h i - s q u a r e  v a l u e  1 0 8 . 9 1 9 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,   F i g u r e s  i n  p a r e n t h e s i s

d e n o t e  p e r c e n t a g e ,  * A n y  o t h e r  a l s o  i n c l u d e s  N e e m  ,  B a b o o l ,  D a b u r  L a l  &  A n c h o r .
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Table 23 :  Age and Toothpastes’ Brand Consumption

                Toothpaste      Pepsodent   Colgate          Close up    Any     Total

Age   other

15-25 27(23.5) 33(28.7) 17(14.8) 38(33.0) 115(100.0)

26-35 48(24.0) 96(48.0) 30(15.0) 26(13.0) 200(100.0)

36-50 16(21.1) 36(47.4) 4(5.3) 20(26.3) 76(100.0)

above 50 4(20.0) 16(80.0) 0(0) 0(0) 20(100.0)

Tota l 95(23.1) 181(44.0) 51(12.4) 84(20.4) 411(100.0)

S o u r c e :  P r i m a r y  d a t a ,   C h i - s q u a r e  v a l u e  4 0 . 1 6 3 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,  F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e

Table 24:  Education Level and Shampoos’ Brand Consumption

              Shampoo   Ayur         Clinic            Sunsilk         Head &      Garnier    Any

Edu.level          Plus                Shoulder     Frutics     other           Total

I l l i terate 0(0) 33(100.0) 0(0) 0(0) 0(0) 0(0) 33(100.0)

Upto 12th 18(7.3) 167(68.2) 28(11.4) 0(0) 16(6.5) 16(6.5) 245(100.0)

Graduate/P.G. 0(0) 47(46.5) 17(16.8) 16(15.8) 4(4.0) 17(16.8) 101(100.0)

Tota l 18(4.7) 247(65.2) 45(11.9) 16(4.2) 20(5.3) 33(8.7) 379(100.0)

S o u r c e :  P r i m a r y  d a t a ,  F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e ,    * A n y  o t h e r  a l s o  i n c l u d e s  Pe n t e n e ,  C l i n i c  A l l  C l e a r,  C h i k  &  A yu s h

Table 25 :   Gender and Shampoos’ Brand Consumption

      Shampoo    Ayur Clinic          Sunsilk Head &      Garnier     Any    Total

Gender Plus                        Shoulder       Frutics    other

Male 9(3.5) 172(67.7) 28(11.0) 16(6.3) 4(1.6) 25(9.8) 254(100.0)

Female 9(7.2) 75(60.0) 17(13.6) 0(0) 16(12.8) 8(6.4) 125(100.0)

Tota l 18(4.7) 247(65.2) 45(1.9) 16(4.2) 20(5.3) 33(8.7) 379(100.0)

 S o u r c e :  P r i m a r y  d a t a ,   F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e

The table 22 gauges about the associat ion between

i ncome l eve l  o f  t he  r e sponden t s  and  t he i r  b r and

consumption with regard to toothpaste.  I t  reveals that

Colgate  is  the most preferred brand among low and

middle income categor ies but in the income category

of above Rs.15000, i t  is  the Pepsodent which leads.

C lose  up  i s  a l so  u sed  by  a  s i gn i f i c an t  numbe r  o f

respondents in the middle income categor ies.  When

we look at the table 23 to see the associat ion between

age and toothpaste brand consumption, it can be found

that Colgate  is  preferred by every age category but i t  is

on much higher s ide in the case of aged people (50

and above) whereas the young respondents are more

var ie ty  seek ing  as  they  use d i f fe rent  brands .  These

associat ions are a lso highl ighted by chi-square va lues.

Table 24 exhibi ts the associat ion between educat ion

level  of respondents and brand usage of shampoo. I t

is  h ighl ighted that Cl in ic P lus  is  the only brand used by

e a c h  a n d  e v e r y  i l l i t e r a t e  r e s p o n d e n t .  I t  s h o w s  a

declining trend as the education level goes up but there

is a reverse t rend in case of Sunsi lk  and Garnier Frut ics

etc.  As far  as associat ion with gender is  concerned

(table 25), Clinic Plus is the choice of both the genders,

however,  i t  i s  l i t t le bi t  h igher in case of males.  But the

b r a n d s  l i ke  Ay u r,  S u n s i l k  a n d  G a r n i e r  F r u t i c s  a r e

consumed dominan t l y  by  fema le  whe reas  Head &

Shoulder  is  sole ly used by males.

In  case  o f  ha i r  o i l  ( t ab le  26) ,  i t  i s  the  Dabur  Amla

fo l lowed by musta rd o i l  wh ich a re most  consumed
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Table  26 :  Age  and Ha i r  Oi l s ’  Brand Consumption

              Hai r  Oi l   Dabur Mustard    Any

A g e    Amla               Parachute       Oi l  o ther    Tota l

15-25 39(33 .9 ) 30(26 .1 ) 21(18 .3 ) 25(21 .7 ) 115(100 .0)

26-35 62(31 .0 ) 9(4 .5 ) 65(32 .5 ) 64(32 .0 ) 200(100 .0)

36-50 32(42 .1 ) 4(5 .3 ) 16(21 .1 ) 24(31 .6 ) 76(100.0)

above  50 16(66 .7 ) 4(16 .7 ) 4(16 .7 ) 0(0) 24(100 .0)

To t a l 149(35 .9) 47(11 .3 ) 106(25 .5) 113(27 .2) 415(100 .0)
S o u r c e :  P r i m a r y  d a t a ,    C h i - s q u a r e  v a l u e  5 9 . 5 5 6 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,       F i g u r e s  i n  p a r e n t h e s i s  d e n o t e

p e r c e n t a g e ,  * A n y  o t h e r  a l s o  i n c l u d e s  A l m o n d  D r o p s ,  N a v r a t a n  , H a i r  &  C a r e ,  Va t i k a ,  C l i n i c  A l l  C l e a r  a n d  K e o  K a r p i n

Table 27:  Gender and Hair Oils’ Brand Consumption

               Hair  Oil Dabur Parachute Mustard  Any Total

Gender  Amla       Oil other

Male 116(40.0) 12(4.1) 86(29.7) 76(26.2) 290(00.0)

Female 33(26.4) 35(28.0) 20(16.0) 37(29.6) 125(100.0)

Tota l 149(35.9) 47(11.3) 106(25.5) 113(27.2) 415(100.0)

So u r c e :  P r i m a r y  d a t a ,   C h i - s q u a r e  v a l u e  5 5 . 1 6 2 ,  s i g n i f i c a n t  a t  5 %  l e v e l ,  F i g u r e s  i n  p a r e n t h e s i s  d e n o t e  p e r c e n t a g e

brands among a l l  age groups. But a s igni f icant number

of respondents belonging to the age category of 15 to

25 years a lso use Parachute. The table ref lects c lear ly

that old age people are st ick to two brands (Dabur

Amla  and local ly produced mustard oi l )  only whereas

the youth a lso go for exper iencing newer and latest

brands of the hai r  oi l .  Al though Dabur Amla  and local

brands of mustard oi l  are being used heavi ly by both

the genders (table 27),  but Parachute  is  a lso used by a

cons ide r ab le  numbe r  o f  f ema le  r e sponden t s ,  t h i s

associat ion is  a lso conformed by chi-square va lues.

Findings

The overa l l  analys is  of brand usage and i ts  associat ion

with the cer ta in  demographic var iab les ,  the mot ives

behind the purchase,  the factors a f fect ing purchase

decis ion of the rura l i tes and the  sources of informat ion

regarding major home and personal care products have

helped in reaching cer ta in conclus ions.  The fol lowing

are the main f indings thereof:

♦ In rura l  Haryana, consumers have been found us ing

the leading nat ional  brands l ike Nirma  (detergent) ,

L u x  a n d  L i f e b u o y  ( b a t h i n g  s o a p ) ,  C o l g a t e  a n d

Pepsoden t  ( too thpas te ) ,  C l i n i c  P l u s  ( shampoo) ,

Dabur Amla  (ha i r  oi l )  where as in case of washing

soaps and hai r  oi l  Nirol ( local ly produced soap) and

local  brands of mustard oi l  are predominant ly used

by the rura l  consumers.

♦ When i t  comes to the brand awareness level  of the

rura l  consumers,  i t  has been found that they are fu l ly

aware of the leading brands in case of bathing soaps,

toothpaste and detergent but it is moderate regarding

few brands of shampoo, hai r  oi l  and washing soaps.

♦ I t  is  revealed from the study that pr imar i ly consumers

buy these products for thei r  pr ime ut i l i tar ian va lue

than the per iphera l  aspects.

♦ T h e  t e l e v i s i o n  h a s  b e e n  t h e  p r i m a r y  s o u r c e  o f

in fo rmat ion  bes ides  newspapers .  They  a l so  seek

informat ion f rom thei r  re lat ives and the concerned

retai lers.  The study revealed that the rura l  consumers

are very much qual i ty conscious and consider the

adver t isement and reta i ler ’s  advice whi le deciding

about purchas ing a par t icular  brand. They are a lso

l i t t le caut ious about the pr ices as wel l .
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♦ The study highl ights some very interest ing aspects

that whatever is the leading brand in al l  the products,

that remains leading i rrespective of any demographic

var iables be i t  income, educat ion,  age or gender.

But with the increas ing income and educat ion level ,

the consumers were found using other sophist icated

brands in that product category.  The younger rura l

consumers have been found more var iety seek ing

whereas the old aged consumers are st ick to two or

three brands.

Policy Implications

I t  i s  appa ren t  f r om  t he  s t udy  t h a t  once  t he  r u r a l

consumers get convinced regarding the ut i l i ty  of  the

product for current use, there are every l ike ly chances

of rura l i tes going for i t .  Therefore,  marketers desi rous

of tapping rura l  market must f i rs t  study the consumers’

requirement re lated to the ut i l i tar ian aspect that they

attach to the products and then design the product

accordingly.   Rura l i tes in Haryana are conscious about

the  qua l i t y  o f  the  products ;  th i s  under l i nes  a  ve ry

i m p o r t a n t  f a c t  f o r  t h e  m a r k e t e r s  t h a t  t h e y  m u s t

cons is tent ly  t ry  to bu i ld upon the perce ived image

about the qual i ty of the product a long with mainta in ing

the  qua l i t y .  As  the  ma in  source  o f  i n fo rmat ion  a re

t e l e v i s i o n  a n d  n e w s p a p e r,  i t  i s  s u g g e s t e d  t o  t h e

marketers that reaching rura l  consumer is  not a di f f icul t

task but st rategy needs to be proper ly design-based

on the kind of media and programmes they are exposed

to.

Conclusion

The study has been conducted on the awareness and

consumption pattern of rura l  consumers towards home

and personal care products. This study on the one hand

has  broken many o ld be l ie f s  regard ing ru ra l  market

whereas i t  ha s upheld many others .  Cont ra ry  to the

be l ie f  tha t  on ly  r ich  and wel l  educated consumers

ut i l ize the top nat ional  brands but even low income

leve l  consumers  were found to be absorb ing  such

brands. S imi lar ly the consumers have been found wel l

exposed to the different media primari ly to the television

and newspapers .  The younger rura l  consumers have

been found more var iety seeking in comparison to their

old aged counterpar ts .  Once sat is f ied, they become

l o y a l  t o  t h e  b r a n d .  T h e  r u r a l  c o n s u m e r  c a n  b e

convinced on the ut i l i tar ian va lue of the product.  In

nutshel l ,  the study can be concluded by say ing that

though rural market is ful l  of complexit ies yet accessible

i f  t a p p e d  t h r o u g h  w e l l  c o n c e i v e d  a n d  p r o p e r l y

des igned marke t i ng  p rog rammes  wh ich  i s  a  b igge r

chal lenge but equal ly rewarding.

Future Research Direction

This is an effor t to study the awareness and consumption

pattern of rura l  consumers towards select products in

the category of home and personal  care.  I t  i s  only a

broader v iew of the cer ta in aspects.  Fur ther research

can be conducted on a s ing le product whi le tak ing

into considerat ion the more var iables.  Th is study has

been conducted only in the state of Haryana in India.

For comprehensive and detai led understanding of rura l

market in India, studies should be conducted at national

level  by tak ing larger sample s ize.

Key words:   Rura l ,  consumpt ion pat tern ,  mot ives ,

home and personal  care.
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S

T h i s  s t u d y  i n v e s t i g a t e d  t h e  c o n t r i b u t i o n  o f  s t r e s s  o n  c o l l e g e  t e a c h e r s '  w o r k

p e r f o r m a n c e .   2 0 7  m a l e  a n d  9 3  f e m a l e  l e c t u r e r s  w e r e  t h e  s a m p l e s  f r o m  a  r e p u t e d

u n i v e r s i t y  i n  S o u t h  I n d i a  a n d  t h e y  c o m p l e t e d  a  s t r u c t u r e d  q u e s t i o n n a i r e .  T h e

h y p o t h e s e s  w e r e  t h a t  o c c u p a t i o n a l  s t r e s s  a n d  c o p i n g  s t y l e s  w o u l d  e x p l a i n  t h e

p e r f o r m a n c e  o f  c o l l e g e  t e a c h e r s ,  a n d  g e n d e r  w o u l d  a f f e c t  o c c u p a t i o n a l  s t r e s s ,

c o p i n g  s t y l e s  a n d  c o l l e g e  t e a c h e r s '  p e r f o r m a n c e .  T h e r e  w a s  a  s i g n i f i c a n t  i n f l u e n c e

o f  o c c u p a t i o n a l  s t r e s s  a n d  c o p i n g  s t y l e s  o n  w o r k  p e r f o r m a n c e .  M a l e  a n d  f e m a l e

l e c t u r e r s  d i d  n o t  s h o w  a n y  s i g n i f i c a n t  d i f f e r e n c e s  i n  o c c u p a t i o n a l  s t r e s s ,  c o p i n g

s t y l e s  a n d  w o r k  p e r f o r m a n c e .

Stress and Strain:

Faculty Performance
Kalyani R., Panchanatham N., and

Parimala R.

M s . K a l y a n i  R . ,  R e s e a r c h  S c h o l a r , D e p a r t m e n t  o f  B u s i n e s s

A d m i n i s t r a t i o n , A n n a m a l a i  U n i v e r s i t y ,  A n n a m a l a i n a g a r  -

6 0 8 0 0 2 , Ta m i l  N a d u ,  I n d i a , E - m a i l  :  k a l k i . v i j a y @ y a h o o . c o . i n

D r . P a n c h a n a t h a m   N . ,  P r o f e s s o r  and H e a d , D e p a r t m e n t  o f

B u s i n e s s  A d m i n i s t r a t i o n ,  A n n a m a l a i  U n i v e r s i t y ,  A n n a m a l a i n a g a r

- 6 0 8 0 0 2 , Ta m i l  N a d u ,  I n d i a , E - m a i l :  n p a n c h a n a t h a m
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M s . P a r i m a l a  R . , F i n a l  Ye a r  S t u d e n t , D e p a r t m e n t  o f  B u s i n e s s

A d m i n i s t r a t i o n , A n n a m a l a i  U n i v e r s i t y ,  A n n a m a l a i n a g a r  -
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tudies have consistently concluded that teaching

i s  a  s t ress fu l  occupat ion ,  and tha t  a  s ign i f i can t

number of teachers,

perhaps even a majority,

are af fected by work-

related stress (Rudow,

1999;  Dunham,  1998;

Kyr iacou, 1989, 1999,

2 0 0 1 ;  G u g l i e l m i  a n d

Tatrow, 1998). Compara-

t i v e  s t u d i e s  h a v e

echoed these f indings:

for example, in a 2005

s t u d y  i n  t h e  U . S . ,

Johnson, Cooper, Car t-

wr ight ,  Dona ld,  Tay lor

and Mil let examined 26

occupat ions and con-

c l uded  tha t  t each i ng

was  one o f  the  most

s t r e s s f u l  occupat ions.

Stress exper ts acknowledge the pressures of teaching.

Cary Cooper, professor of organizational psychology and

health at the University

of  Manchester ’s  Ins t i -

t u t e  o f  S c i e n c e  a n d

Technology,  says  tea-

ching is not intr insical ly

s t r e s s f u l  i n  t he  s ame

w a y  a s  t h e  j o b  o f  a

bomb disposal off icer.

‘Teaching is a pol i t ical

footbal l ,  i t  changes al l

the t ime,’ he explains.

T h e  c o m b i n a t i o n  o f

cont inual  change with

f requent new govern-

ment  demands  coupled

wi th long,  unsoc iab le

hou r s  and  poor  pay ,

m a k e  u p  a  s t r e s s f u l

recipe. He also agrees
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with teachers’ leaders that the workload is excessive.

Although the work ing day may be shor ter than most

off ice working days, teachers put in many more hours in

t he  even i ngs  and  a t  weekends  p repa r i ng  l e s sons ,

marking work and organizing extracurr icular events, he

says.

Teachers’ Stress

Much of the research l i terature on the causes of teacher

stress has focused on the highly interpersonal nature of

teaching, and, in the compulsor y sector, has identi f ied

disruptive behaviour by students, deal ing with parents,

and conf l ict  with col leagues to be among the major

sources of stress repor ted by teachers (Kyr iacou, 2001;

Gr i f f i th  et  a l . ,  1999).  These f indings have a lso been

echoed in the New Zealand compulsory sector (Dewe,

1986; Manthei and Solman, 1988; Whitehead and Ryba,

1995; Hawe, Tuck, Manthei, Adair and Moore, 2000).

Most of th is research has a lso ident i f ied other major

s t ressors ,  such as work load and t ime pressure,  ro le

confl ict and ambiguity, the working environment, and

o r g a n i z a t i o n a l  a n d  e d u c a t i o n a l  c h a n g e .  S o m e

resea rchers  have  a rgued tha t  s t ruc tu ra l  r a the r  than

interpersonal factors are responsible for teacher stress;

Manthei and Solman, for example, in their 1988 study of

a group of New Zealand state schools, cite several other

studies in suppor t of their contention that “the major

sources of stress for teachers are structural ,  and need

to be recognized as such.”  As an example, they point

out that reducing class s ize would have a s igni f icant

e f fec t  on  two o f  t he  ma jo r  s t re s so r s  repor ted  by

teachers, disruptive student behaviour and the physical

work ing env i ronment .  In other words,  organizat iona l

structures determine the extent of the impact on teachers

of the interpersonal stressors inherent in their role.

There is also almost universal agreement about the effects

of s t ress .  Al though some researchers (Gugl ie lmi  and

Tatrow, 1998; Wainwright and Calnan, 2002) quest ion

the rel iabi l i ty of f indings about causal ity, research across

several  discipl ines in the f ie ld of occupat ional stress

has cons is tent ly  conf i rmed the re lat ionship between

stress and 10 negative emotional, cognit ive, behavioural

and physiological responses (Travers and Cooper, 1998;

Kinman, 2001; Hogan, Car lson and Dua, 2002). These

responses include fat igue, substance abuse, appetite

d i s t u r b a n c e s ,  h e a r t  d i s e a s e ,  s t r o k e ,  c a n c e r,

musculoskeletal and gastrointest inal problems, anxiety,

d e p r e s s i o n ,  a c c i d e n t s  a n d  s u i c i d e  ( E u r o p e a n

C o m m i s s i o n ,  2 0 0 2 ) ;  h y p o c h o n d r i a ,  l o s s  o f

concentration, recall and creativity, inabil ity to learn new

things, indecisiveness, destructive behaviour, and refusal

t o  s e e k  h e l p  ( L e v i ,  2 0 0 2 ) ;  h e a d a c h e s ,  s l e e p

disturbances,  low morale,  i r r i tabi l i ty  and re lat ionship

p r o b l e m s  ( N I O S H ,  1 9 9 9 ) .  T h e s e  f i n d i n g s  a r e

corroborated in the research l iterature on teacher stress.

Coping Strategies

Folkman and Lazarus (1980, cited in Rice, 1992), define

coping “as all cognitive and behavioural effor ts to master,

reduce, or tolerate demands.” Adding to this definit ion,

Matheny (1986,) defined coping as “any effor t, healthy

or unheal thy,  conscious or unconscious,  to prevent ,

el iminate, or weaken stressors, or to tolerate their effects

in the least hur tful manner.”

Comparat ively l i t t le research has been conducted into

the coping strategies employed by teachers (Grif f i th et

al . ,  1999; Dunham, 1989). Most studies repor t a range

o f  bo th  emot ion - focus sed  and  p rob lem- focus sed

st rateg ies (Kyr iacou,  2001; Dunham and Bath ,  1998;

Dunham, 1989); an exception is the survey of 532 New

Zealand teachers conducted by Whitehead and Ryba

(1995), where only emotion-focussed strategies were

included in the checklist used, which had been compiled

from items previously nominated by f ive teachers. In the

ter t iar y sector, a range of both emotion and problem

focused strategies has also been repor ted (Abouserie,

1996; Gi l lespie et al . ,  2001). There has been even less

resea rch  in to  the  e f fec t i veness  o f  d i f fe ren t  cop ing

strategies. In one study, however, Gri f f i th et al .  (1999)

surveyed the coping strategies of 780 U.S. teachers and

inves t i ga ted both  emot ion- focussed and prob lem-

focussed strategies in relat ion to their stress levels. They

concluded that strategies which involved disengagement

(such as turning to other act iv i t ies, s leeping, reducing

e f f o r t ,  g i v i n g  u p )  o r  s u p p r e s s i o n  o f  c o m p e t i n g

behaviour (concentrat ing, preventing distractions) were

associated with higher levels of stress. Active planning
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and  seek i ng  soc i a l  suppor t  appea red  to  be  more

successful in moderating stress. Greenglass (2002) notes

that problem-focussed strategies and preventive coping

a re  genera l l y  pe rce i ved in  the  occupat iona l  s t ress

l i t e r a t u r e  a s  m o r e  s u c c e s s f u l ,  b e c a u s e  t h e y  a r e

associated with lower stress levels, whereas emotion-

focussed coping i s  associa ted wi th h igher  leve ls  of

st ress.  However,  the quest ion of di rect ional i ty ar ises

again: i t  is possible, for example, that the level of stress

experienced by an individual also influences their choice

of coping strategy, rather than the reverse.

Employee Stress and Performance

Creating a high performance organizat ion is a popular

theme in the training and development f ield. To sur vive

in  these compet i t i ve  t imes ,  compan ies  can ’ t  a f fo rd

anything less. Creat ing a high performance organizat ion

r e q u i r e s  u n d e r s t a n d i n g  w h a t  f a c t o r s  i n f l u e n c e

per formance.  One of  the most  s ign i f icant  factors  i s

s t r e s s .  H i s to r i c a l l y ,  s t r e s s  ha s  been  v i ewed  a s  an

inevitable consequence of work l i fe; or at most, a health

care issue. Neither view begins to capture just how costly

this problem is to employers. Research shows that stress

i n te r f e re s  w i t h  human  i n te l l ec tua l ,  emot iona l ,  and

interpersonal functioning. In fact, near ly every popular

t ra in ing and organ izat iona l  deve lopment  in i t i a t i ve i s

directly compromised by the intel lectual, emotional, and

interpersonal consequences of stress. Init iat ives l ike The

Learning Organizat ion, Process Re-engineering, Diversity

Tr a i n i n g ,  C o l l a b o r a t i v e  Te a m  Wo r k ,  a n d  T h e  H i g h

Performance Organizat ion are al l  impacted by the way

people are affected by stress.

Studies show that when people are under stress, their

thought processes nar row. This nar rowing of attention,

by definit ion, prevents divergent thinking, which is the

foundation of creat iv i ty. Divergent thinking is the abi l i ty

to see connections between very distantly related ideas

and context. I t  is an impor tant component of “thinking

outside the box.” When people are stressed, they are

able to perceive obvious connections and associat ions

between ideas. When people are in a posit ive emotional

s t a t e ,  t h e i r  a b i l i t y  t o  m a k e  m o r e  d i s t a n t ,  n o v e l

connect ions and associat ions increases.  Thus,  s t ress

compromises ,  a t  the most  fundamenta l  neuro log ica l

level ,  one of the foundat ional  sk i l l s  of creat iv i ty and

innovat ion.

Aim of the Study

In order to cater to the cal iber of 21 st century Col lege

students, lecturers have to work more. They are also

having long working hours.  This contr ibutes to stress

r e l a t e d  p r o b l e m s  w h i c h  w o u l d  a f f e c t  t h e i r  w o r k

performance. The aim of the present study was to gain

fur ther understanding of the occupat ional  st ress and

coping styles of lecturers. The focus of this study was

to invest igate how occupational stress and the different

types of  coping s ty les  have cont r ibuted to co l lege

teachers’ performance.

Hypotheses

Three hypotheses were used for this present study. The

f irst hypothesis predicted that occupational stress level

would explain the variation in the performance of college

teachers .  The second hypothes is  predicted that  the

c o p i n g  s t y l e s  w o u l d  e x p l a i n  c o l l e g e  t e a c h e r s ’

performance. The third hypothesis predicted that gender

would affect occupational stress level, coping styles and

college teachers’ performance.

Method

Participants

A sum of 300 lecturers consist ing of 207 males and 93

females were selected as representat ive samples from a

reputed university in Tamilnadu, India. Par t icipants were

professors,  readers,  select ion grade lecturers,  senior

lecturers and lecturers .  Us ing a s ingle sample survey

design, a l l  300 par t ic ipants completed a background

informat ion sheet,  Occupat ional stress index, Coping

Ski l ls Inventory and Teachers’ Per formance Assessment

Scale.

Materials

Materia ls included a quest ionnaire pack which included

background in fo rmat ion  sheet ,  Occupat iona l  s t ress

index, Coping Ski l ls Inventory and Teachers’ Per formance

Assessment Scale.
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Occupational Stress Index (OSI)

Developed by Sr ivastava, A .K. and Singh, A .P. this index

consists of 46 items to be responded on a f ive point

scale (1-strongly disagree, 2-disagree, 3-undecided, 4-

agree, 5-strongly agree) with 12 subscales namely Role

overload (6 items), role ambiguity (4 items), role confl ict

(5 i tems), unreasonable pol i t ical and group pressure (4

i tems) ,  respons ib i l i t y  fo r  pe r sons  (3  i tems) ,  under

par t icipat ion (4 i tems), powerlessness (3 i tems),  poor

peer re la t ions (4 i tems) ,  in t r ins ic impover ishment (4

i t e m s ) ,  l o w  s t a t u s  ( 3  i t e m s ) ,  s t r e n u o u s  w o r k i n g

condit ions (4 i tems), Unpredictabi l i ty (2 i tems). Higher

the score more would be the occupational stress among

the lecturers.

Coping Skills Inventory (CSI)

Developed by Shrink, C. i t  consists of 45 items to be

responded on a five point scale (1-almost never, 2-rarely,

3-sometimes, 4-quite often, 5-most of the t ime) with

seven dimensions namely Reactiv ity to stress (7 i tems),

resourcefulness (6 i tems), abi l i ty to relax (6 i tems), self

r e l i a n c e  ( 7  i t e m s ) ,  p r o a c t i v e  a t t i t u d e  ( 6  i t e m s ) ,

adaptabi l i ty and f lexibi l i ty (7 i tems), abi l i ty to access

situat ions (6 i tems). I f  the score is high, then the coping

ski l ls of the lecturers are high.

Assessing Teachers’ Performance Scale

Adapted by Nhundu, T.J. it consists of 30 items to be

responded on a five point scale (1-poor, 2-fair, 3-good,

4-very good, 5-exceptional) with four dimensions namely

curriculum and instruction (11 items), human relations (11

items), personal development (5 i tems) and col lege-

community relations (3 items). The higher the score the more

would be the work performance of the lecturers.

Procedure

St ruc tu red ques t ionna i res  were  d i s t r ibu ted to  300

lecturers in person with a request to give their unbiased,

genuine, and real ist ic responses. This survey data was

used as the primary data for this research.

Results and Discussion

To  t e s t  t h e  f i r s t  h y p o t h e s i s ,  a  s t a n d a r d  m u l t i p l e

regression analysis was conducted. The result of that

analysis is shown in Table 1 below.

Ta b l e  1 :  M u l t i p l e  R e g r e s s i o n s  f o r  Pe r f o r m a n c e  a n d  St r e s s  Di m e n s i o n s

                              S u m  o f  S q u a r e s d f                     M e a n  S q u a r e                   F                 Sig .

R e g r e s s i o n 2 3 6 . 7 2 1 12 1 9 . 7 2 7 2 0 . 3 5 0            . 0 0 0 *

R e s i d u a l 2 7 7 . 2 3 9 286 . 9 6 9

To t a l 5 1 3 . 9 6 0 298

Dimensions of                       Unstandardized        Standardized

Occupational                       Coefficients         Coefficients        t                   Sig.

Stress                                 B       Std. Error                  Beta

(Constant) 8.578 1.099 7.803 .000

Role Overload .150 .114 .070 1.312 .191

Role Ambiguity .135 .105 .066 1.285 .200

Role Confl ict -.138 .122 -.052 -1.128 .260

Unreasonable group .197 .105 .109 1.869 .063

and pol i t ical pressure
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Responsibi l i ty for persons .346 .103 .183 3.369 .001*

Under par t icipat ion -.368 .103 -.191 -3.586 .000*

Power lessness -.307 .102 -.165 -3.024 .003*

Poor peer relat ions -.091 .109 -.041 -.833 .406

Intr insic impoverishment -.138 .130 -.047 -1.056 .292

Low status -.215 .103 -.094 -2.083 .038**

Strenous working .207 .136 .090 1.524 .129

condit ions

Unprofitabi l i ty .114 .103 .070 1.100 .272

R  S q u a r e  =  0 . 4 6 1 ,  *    -  s i g n i f i c a n t  a t  0 . 0 1  l e v e l ,  * *  -  s i g n i f i c a n t  a t  0 . 0 5  l e v e l ,  S o u r c e :  P r i m a r y  d a t a

The Table 1 reveals the results of mult iple regressions

between occupational stress and teachers’ performance.

From the results i t  is clear that the R square value 0.461

impl ied tha t  the  independent  va r i ab les  have 46 .10

percent influence on per formance measures. Fur ther, the

c a l c u l a t e d  F - v a l u e  2 0 . 3 5 0  i s  a l s o  c o n f i r m e d  a n d

stat ist ical ly s ignif icant at 0.01 which indicates that there

i s  a  s ign i f i can t  i n f l uence o f  occupat iona l  s t ress  on

teache r s ’  pe r fo rmance .  B a sed  on  t he  t - v a l ue ,  t he

variables Responsibi l i ty for persons, under par t icipation,

Power lessness and Low status are h igh ly  in f luencing

variables to measure the performance of employees. The

hypothesis occupational stress level would explain the

var i a t ion in  the per formance of  co l lege teachers  i s

accepted.

The above f inding is in conformity with the results of

Abua l rub who s ta ted tha t  a  cu rv i l i nea r  (U-shaped)

r e l a t i o n s h i p  e x i s t e d  b e t w e e n  j o b  s t r e s s  a n d  j o b

performance. Goklaney found that low stress groups

differed signif icant ly from moderate and higher stress

groups in their creativity and performance. Karen Horney

s t a ted  t ha t  h i gh  s t r e s s  and  anx ie t y  r educes  one ’ s

decis ion making power and performance. Smith and

Siwolop inferred that 15 percent of managers suffer from

stress that wi l l  affect their job per formance. Fr ied, Y. et

al found that increase in role confl ict and role ambiguity

decreased the levels of job performance. Fang et a l

found tha t  s t ress ,  o rgan iza t iona l  commi tment  were

s ign i f ican t  pred ic tors  o f  per fo rmance and tu rnover

intention of employees.

Ta b l e  2 :  M u l t i p l e  R e g r e s s i o n s  f o r  Pe r f o r m a n c e  a n d  Co p i n g  Sk i l l s

                                                       S u m  o f  S q u a r e s           d f            M e a n  S q u a r e   F               S i g .

R e g r e s s i o n 242 .862 7 34 .695 3 6 . 3 7 8         . 0 0 0 *

R e s i d u a l 278 .484 292 .954

To t a l 521 .347 299

Dimensions Unstandardized Standardized

of coping Coefficients Coefficients t  Sig.

                                 B                 Std.  Error                 Beta

(Cons tan t ) 3.629 .390 9.311 .000

React iv i ty  to s t ress .561 .145 .211 3.864 .000*

Resourcefu lness -.007 .012 -.025 -.574 .567

Abi l i ty  to re lax .307 .144 .117 2.141 .033**
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Se l f - re l i ance .469 .135 .171 3.480 .001*

Proact ive at t i tude .538 .135 .206 3.990 .000*

Adaptabi l i ty  and f lex ib i l i ty .347 .146 .128 2.374 .018**

Abi l i ty  to access s i tuat ions .301 .133 .117 2.267 .024**

R  S q u a r e  = 0 . 4 6 6 ,   *    -  s i g n i f i c a n t  a t  0 . 0 1  l e v e l ,   * *  -  s i g n i f i c a n t  a t  0 . 0 5  l e v e l ,   S o u r c e :  P r i m a r y  d a t a

The Table 2 reveals the results of mult iple regressions

between coping ski l ls and teachers’ performance. From

the results it is clear that the R square value 0.466 implied

tha t  t he  i ndependen t  va r i ab les  have  46 .6  pe rcen t

influences on per formance. Fur ther, the calculated F-value

36.378 is also confirmed and stat ist ical ly s ignif icant at

0.01 which implies that there is a s ignif icant inf luence of

coping ski l ls on teachers’ performance. Based on the t-

value, the var iables Reactiv i ty to stress, Abi l i ty to relax,

Self-rel iance, Proactive att i tude, Adaptabi l i ty , f lexibi l i ty

and Abi l i ty to access s i tuat ions are highly inf luencing

variables to measure the performance of employees. The

hypothes is  that  coping sty les would expla in col lege

teachers’ performance is accepted.

The resu l t s  a re  in  conformi ty  wi th  the research based

l i t e r a t u r e  b y  B a r n s l e y  a b o u t  e f f e c t i v e  c o p i n g

s t ra teg ies  and methods used by co l lege teachers  to

reduce s t ress  and improve the i r  per fo rmance leve l s .

A idong Zhang e t  a l  found tha t  teach ing  per fo rmance

wi l l  be a f fec ted by  teachers ’  a t t i tud ina l  s ta tes  and

coping  behav iour.  Ron La rch ick  e t  a l  a l so  ident i f ied

the types  of  coping behav iours  tha t  teachers  u t i l i zed

t o  m i n i m i z e  t h e  e f f e c t  o f  s t r e s s  o n  t h e i r  j o b

performance.  Abual rub concluded that  the dimens ion

of  coping s t ra tegy  soc ia l  suppor t  enhanced the leve l

o f  job per fo rmance and decreased the leve l  o f  job

s t re s s .

Table 3: t- Test for Gender and occupational Stress

Dimensions of Gender          N                Mean Std.         t

Occupational Stress         Deviation

Role Overload Male 207 3.8744 .61823 0.460

Female 93 3.8387 .63057

Role Ambiguity Male 207 3.4010 .62984 -0.361

Female 93 3.4301 .68203

Role Confl ict Male 207 3.1353 .48378 -1.115

Female 93 3.2043 .52252

Unreasonable group and pol i t ical pressure Male 207 3.9469 .72546 -0.348

Female 93 3.9785 .73689

Responsibi l i ty for persons Male 207 3.8213 .70500 0.170

Female 93 3.8065 .67980

Under par t icipat ion Male 206 2.2427 .68383 -0.557

Female 93 2.2903 .68494

Power lessness Male 207 2.2029 .66639 -0.472*

Female 93 2.2473 .78927

Poor peer relat ions Male 207 2.6715 .58152 -0.080

Female 93 2.6774 .62834

Intr insic impoverishment Male 207 3.1159 .43632 1.291

Female 93 3.0430 .48709
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Low status Male 207 2.7053 .56183 1.893

Female 93 2.5699 .59706

Strenous working condit ions Male 207 3.5459 .58007 0.265

Female 93 3.5269 .56321

Unprofitabi l i ty Male 207 4.0531 .79567 -.006

Female 93 4.0538 .82575

*    -  S i gn i f i can t  a t  0 .01  l eve l ,  Sou rce :  P r ima ry  da ta

From the Table 3 it was identif ied that between male and

female teachers there was no significant difference found

per taining to the different dimensions of stress except

powerlessness. So it is concluded that teachers’ opinion

for the dimensions Role Overload, Role Ambiguity, Role

Conf l ic t ,  Unreasonable group and Pol i t ica l  pressure,

Responsibi l i ty  for persons,  Under par t ic ipat ion,  Poor

peer  re la t ions ,  In t r ins ic  impover ishment ,  Low sta tus ,

Strenuous working condit ions and profitabi l i ty did not

differ s ignif icant ly between male and female lecturers.

From the Table 4, based on the t- value it  is infer red that

sel f-rel iance is the only dimension which is found to

differ s ignif icant ly between male and female lecturers.

For al l  the other dimensions namely Reactiv i ty to stress,

Resourcefu lness ,  Abi l i ty  to re lax ,  P roact ive a t t i tude,

Adaptabil ity and Flexibility and Abil ity to access situations

there is no signif icant dif ference in the opinion of male

and female lecturers.

From the Table 5 it was identif ied that between male and

female teachers there was no significant difference found

p e r t a i n i n g  t o  t h e  d i f f e r e n t  d i m e n s i o n s  o f  j o b

performance. However for the dimensions curr iculum

and instruct ion and col lege-community relat ions male

teachers are found to have high mean score value and

for  the other  two d imens ions : human re la t ions  and

personal development, female teachers are found to

have high mean score value. The hypothesis that gender

would affect occupational stress level, coping styles and

college teachers’ per formance is par t ia l ly accepted.

The f indings coincided with the studies of Beena and

Poduval who found that gender was also a major factor

affect ing the stress level.  Wang, Z. et al a lso stated that

coping resource in female teachers was s ign i f icant ly

higher than in male teachers.

Table 4: t - Test for Gender and Coping Skills

Dimensions of    Gender     N             Mean Std.             t

Coping Skills                                                                                                  Deviation
Reactivity to stress Male 207 2.4203 .49480 -1.198

Female 93 2.4946 .50268

Resourcefulness Male 207 2.7778 3.61213 -0.667

Female 93 3.1613 6.29232

Ability to relax Male 207 2.4155 .50373 -1.260

Female 93 2.4946 .50268

Self-reliance Male 207 2.3043 .47165 -2.057*

Female 93 2.4301 .49777

Proactive attitude Male 207 2.4638 .50951 -0.487

Female 93 2.4946 .50268

Adaptability and flexibility Male 207 2.3382 .48436 -0.982

Female 93 2.3978 .49211

Ability to access situations Male 207 2.4396 .51669 -0.860

Female 93 2.4946 .50268

*   -  S ign i f icant  a t  0 .01 leve l ,  Source:  pr imary data
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Table 5: t- Test for Gender and Performance

Dimensions of                             Gender           N                      Mean Std.          t

Performance                                                                                 Deviation

Curr iculum and Instruct ion Male 207 2.3671 .48320 0.204

Female 93 2.3548 .48106

Human re lat ions Male 207 2.3623 .48184 -0.232

Female 93 2.3763 .48709

Personal  Development Male 207 2.4638 .49989 -0.322

Female 93 2.4839 .50245

Col lege-Community Relat ions Male 207 2.5217 .51977 0.412

Female 93 2.4946 .54421

*    -  S i g n i f i c a n t  a t  0 . 0 1  l e v e l ,   S o u r c e :  p r i m a r y  d a t a

Conclusion

To  c o n c l u d e ,  t h e  p u r p o s e  o f  t h i s  s t u d y  w a s  t o

understand the var iables that contr ibuted to col lege

teachers ’  per formance.  The impact  of  occupat iona l

stress level and coping styles on their work performance

was discussed. The study found that there is a signif icant

relat ionship exist ing between the occupat ional stress

and performance of Univers i ty teachers. ’  The coping

dimens ions react iv i ty  to s t ress ,  abi l i ty  to re lax ,  se l f -

rel iance, proactive att i tude, adaptabi l i ty and f lexibi l i ty

and abi l i ty to access s i tuat ions are highly inf luencing

var iable to measure the performance of teachers. L i t t le

dif ferences were found in the levels of occupat ional

stress, coping skil ls and work performance between male

and female lecturers.  This study, to some extent has

c rea ted  awa renes s  abou t  t he  p rob lem o f  co l l ege

teachers ,  especia l l y  about  the i r  occupat iona l  s t ress

w h i c h  h a s  a  n e g a t i v e  i m p a c t  o v e r  t h e i r  w o r k

performance. It is obvious from the present investigation

that teachers’ performance is s ignif icant ly explained by

occupational stress and coping ski l ls variables. Therefore

the responsibi l i ty  of  society and management l ies in

reduc ing occupat iona l  s t ress  and improv ing coping

sk i l l s .

Key Words :  col lege teachers ,  occupat ional  s t ress ,

coping style, work performance
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Developmental Issues
in Cement Industry

Senthilkumar S., Mathivanan R.,

Panchanatham N., and Mani A.

T h e  b o o m  i n  t h e  r e a l  e s t a t e  a n d  c o n s t r u c t i o n  i n d u s t r y  i n  I n d i a  s h o w e d  a  s u d d e n  a n d

s h a r p  i n c r e a s e  i n  t h e  p r i c e  o f  c e m e n t ,  t o  t h e  e x t e n t  o f  a  p r i c e  i n c r e m e n t  a s  h i g h  a s

1 7  p e r c e n t  i n  a  s i n g l e  m o n t h .   T h i s  s t u d y  d e m o n s t r a t e s  t h a t  t h e  s u d d e n  s u r g e  i n  t h e

p r i c e  o f  t h e  c e m e n t  i s  n e i t h e r  d u e  t o  t h e  d e m a n d - s u p p l y  m i s m a t c h  o f  t h e  c e m e n t

n o r  a  s u d d e n  i n c r e m e n t  i n  t h e  c o s t  o f  p r o d u c i n g  c e m e n t .  P a r a m e t e r s  s t u d i e d  i n c l u d e

t h e  f i r m  c o n c e n t r a t i o n  i n d e x ,  r e g i o n -w i s e  p r o d u c t i o n  a n d  c o n s u m p t i o n ,  c a p a c i t y

u t i l i z a t i o n ,  a n d  c o s t  t o  s a l e s  r a t i o .  C e m e n t  i s  t h e  p r e f e r r e d  b u i l d i n g  m a t e r i a l  a n d  i s

u s e d  i n  h o u s e h o l d  a n d  i n d u s t r i a l  c o n s t r u c t i o n .  E a r l i e r,  g o v e r n m e n t  s e c t o r  u s e d  t o

c o n s u m e  o v e r  5 0  p e r c e n t  o f  t h e  t o t a l  c e m e n t  s o l d  i n  I n d i a ,  b u t  i n  t h e  l a s t  d e c a d e ,

i t s  s h a r e  h a s  c o m e  d o w n  t o  3 5  p e r c e n t .  T h e  r e a l  d r i v e r  o f  c e m e n t  d e m a n d  i s  c r e a t i o n

o f  i n f r a s t r u c t u r e ,  s o  c e m e n t  d e m a n d  i n  e m e r g i n g  e c o n o m i e s , i s  m u c h  h i g h e r  t h a n

d e v e l o p e d  c o u n t r i e s .  I n  I n d i a  t o o ,  t h e  d e m a n d  f o r  c e m e n t  w i l l  b e  a f f e c t e d  b y

s p e n d i n g  o n  i n f r a s t r u c t u r e .

P r o f . S e n t h i l k u m a r  S . ,  A s s t .  P r o f e s s o r ,    A n n a i  M a t h a m m a l

S h e e l a  E n g i n e e r i n g  C o l l e g e ,  N a m a k k a l - 6 3 7 0 1 3 ,

Ta m i l n a d u , Emai l :  s e n t h i l k u m a r _ m a n a g e m e n t @ y a h o o . c o m

D r . M a t h i v a n a n  R . ,  P r i n c i p a l ,  B h a r a t h i a r  U n i v e r s i t y  A r t s  and

S c i e n c e  C o l l e g e ,  Va l p a r a i ,  C o i m b a t o r e ,  Ta m i l n a d u ,  E m a i l :

m a t h i _ p r i n c i p a l @ y a h o o . c o . i n

D r. Pa n c h a n a t h a m   N . ,  P r o f e s s o r  a n d  H e a d  -  B u s i n e s s  A d m n . ,

A n n a m a l a i  U n i v e r s i t y ,  A n n a m a l a i n a g a r  -  6 0 8 0 0 2 , Ta m i l n a d u ,

E m a i l :  n p a n c h a n a t h a m @ y a h o o . c o m

M r . M a n i  A . , R e s e a r c h  S c h o l a r  i n  C o m m e r c e ,  K S R  C o l l e g e

o f  A r t s  and S c i e n c e ,  T i r u c h e n g o d e - T K ,  N a m a k k a l ,

T a m i l n a d u ,  Emai l :  p e t t a i m a n i @ r e d i f f . c o m

he boom in the real estate and construction industry

i n  I n d i a  s a w  a

sudden and sharp

increase in the price of

cement, to the extent of

a price increment as high

as 17 percent in a single

mon th .  Ou r  ana l y s i s

c l ea r l y  demons t r a te s

that the sudden surge in

the price of the cement

i s  ne i the r  due to  the

demand- supp l y  m i s -

match of the cement nor

a sudden increment in

the cost of producing

cement. With the boost

given by the government

to various infrastructure

projects, road network

and hous ing fac i l i t ies ,

growth in the cement consumption is anticipated in the

coming years. The favoura-

b le  hous i ng  f i n ance

env i ronment  i s  expe -

cted to fu l f i l l  the vast

hous ing requi rements ,

both in rural and urban

areas. The reduction in

impor t  du t i e s  i s  no t

l i k e l y  to  a f f ec t  t he

industry as the cement

produced is at par with

the international stand-

ards and the prices are

lower  t han  t hose

prevailing in international

markets.

Parameters studied also

inc lude the f i rm con-

centration index, region
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wise production and consumption, capacity uti l ization,

cost to sales ratio, etc. Cement is the preferred building

material and is used extensively in household and industrial

construction. Earlier, government sector used to consume

over 50 percent of the total cement sold in India, but in

the last decade, its share has come down to 35 percent.

Rural areas consume less than 23 percent of the total

cement. Availability of cheaper building materials for non-

permanent structures affects the rural demand. The real

driver of cement demand is creation of infrastructure;

hence cement demand in emerging economies is much

higher than developed countries where the demand has

reached a plateau. In India too, the demand for cement

wi l l  be a f fected by spending on in f ras t ructure .  The

following are the key areas that are going cover in emerging

developmental issues in Indian Cement Industry.

§ Indian Cement Industry – Current Scenario

§ Indian Cement Industry – Major players in 2008

§ Types of Cement in India

§ Demand Supply Scenario turning favourable

§ Capacity Utilization

§ Current news on Cement

§ Expor t of Indian Cement & Global Players

§ Future outlook & Initiatives

Indian Cement Industry – Current Scenario

Since the stock market boom in 2003-2007, there has

been hectic activity in the cement industry in terms of

capacity addition. After the boom, when cement prices

began to scale new highs, investors rushed-in, to set up

new capacities. In the period from 2003-04 to 2006-07,

cement capacity increased by over 35 percent, with an

annual  addit ion of 16.3MT. The annual  compounded

growth in  capac i ty  a t  20 .54 percent  outpaced the

consumption growth of 14.8 percent. This resulted in

capacity being created far in excess of requirement,

especial ly in the nor thern region of India. The nor th was

the wors t  a f fected as  most  of  the cement  capac i ty

addition took place in the limestone rich Madhya Pradesh.

Gujarat and Maharashtra also took the heat with large

capacit ies being set up by Gujarat Ambuja  and Larsen

and Turbo .

Emerging Developmental Issues in Indian Cement Industry

N o t e :  P r e d i c t e d  f o r  t h e  y e a r  2 0 0 9 *
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Both these states suffered not only because of excess

capacit ies within the states, but more so due to the

surpluses in neighbour ing states.  The f low of surplus

cement from Madhya Pradesh and Rajasthan made matters

worse in Maharashtra and Gujarat, respectively. Towards

the end of the boom and bust cycle, cement prices fal l

taking down with it the cement companies’ profitabil ity.

The profitabil ity of cement companies suffered and the

scrips took a beating on the stock markets. But the good

par t is that the glut in the industry and the resulting crunch

in profitabil ity deterred many entrepreneurs from entering

the sector. As it requires at least two years for a cement

plant to commence production from the time orders for

plant and machinery are placed and another six months

to  s tab i l i ze  p roduct ion ,  ma jo r  capac i t y  c rea t ion  is

restricted.

New Capacities

Companies                                                                  Year

                                                                    (Out put in Million Tonnes)

                                                         2005-06    2006-07             2007-08

Madras Cement 2.00 2.13 2.20

Grasim-Dharani 2.00 1.92 2.11

ACC 1.00 1.23 1.25

Sanghi Cement 0.50 0.54 0.67

Saurashtra Cement 0.50 0.56 0.52

GACL 0.20 0.24 0.27

Zuar i 0.30 0.33 0.35

Raasi  Cements 0.12 0.15 0.19

Sr i  Vishnu Cements 0.10 0.12 0.16

Visaka Cements 0.13 0.17 0.20

India Cements 0.17 0.21 0.28

S o u r c e :  I C R A

Indian Cement Industry - Major Players in 2008

Types of Cement in India

The types of cement in India have increased over the

years with the advancement in research, development,

a n d  t e c h n o l o g y .  T h e  I n d i a n  c e m e n t  i n d u s t r y  i s

witness ing a boom as a resul t  of which the product ion

of di f ferent k inds of cement in India has a lso increased.

By a fa i r  est imate,  there are around 11 di f ferent types

o f  cemen t  t h a t  a r e  be i ng  p roduced  i n  I nd i a .  The

product ion of a l l  these cement var iet ies is  according

to the speci f icat ions of the BIS.  Some of the var ious

types of cement produced in India are:
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§ C l i n k e r  C e m e n t § Po r t l a n d  B l a s t  F u r n a c e  S l a g  C e m e n t

§ O r d i n a r y  Po r t l a n d  C e m e n t § Po r t l a n d  Po z z o l a n a  C e m e n t

§ R a p i d  H a r d e n i n g  P o r t l a n d  C e m e n t § O i l  We l l  C e m e n t

§ W h i t e  C e m e n t § S u l p h a t e  Re s i s t i n g  P o r t l a n d  C e m e n t

Current news on Cement

Venezuelan troops seize cement plant,  March,

2008

Venezuelan troops seized a cement plant owned by

Mexico’s Cemex SAB after a deal to nationalize the firm

failed. Troops occupied the Maracaibo Cemex plant in the

western state of Zul ia Monday night, but plan to take

control of all four Cemex plants in Venezuela Tuesday.

Chavez Orders Nationalization of Venezuelan

Cement Makers, April, 2008

Caracas/Mexico City, April 4 - Venezuelan President Hugo

Chavez ordered the nationalization of his country ’s cement

industry, a sector led by the Mexican company Cemex.

Cemex’s stock fell Friday and the Mexican Foreign Ministry

said it had contacted the Venezuelan government ‘to find

out the extent and the nature of the comments’ of Chavez,

which were made late Thursday.

Pakistan starts exporting cement to India,

Islamabad, Jan., 2008

Bi lateral trade between India and Pakistan has taken a

s ign i f i can t  s tep fo rward w i th  a t  l eas t  f i ve  Pak i s t an i

companies approved by the Bureau of Indian Standards -

s ta r t ing  to  expor t  cement  to  Ind ia  wh i le  f i ve  more

manufacturers have applied for cer tification. A total of 11

cement companies have been cleared by the BIS and four

more have applied to get approval for expor t.

Aditya Birla Group eyes Jaffna Cement Plant,

Colombo, Jan., 23, 2008

Undeterred by the deter iorat ing secur i ty  s i tuat ion in

nor thern Sri Lanka, a leading Indian company is hoping to

revive a disused but large cement plant in Jaffna district.

The Aditya Birla Group had sent us a proposal to revive

and run the state-owned cement plant at Kankesanthurai.

Karunanidhi threatens to Nationalise Cement
Industry, Jan., 2008

Chennai, Jan 2 - Tamil Nadu Chief Minister M.Karunanidhi

threatened Wednesday to nationalise all cement factories

in the state unless manufacturers drastically reduced prices.

Karunanidhi revealed his government was all set to impor t

100,000 tonnes of the product through the joint auspices

of the government owned entity Tancem and Centre’s

Minerals and Metals Trading Corporation.

Pakistan, India ‘cementing’ ties, Karachi, Aug.,
30, 2008

Pakistan’s largest cement producer, Lucky Cement, wil l

dispatch its first expor t consignment to India next week to

bridge the neighbour ’s current shor tfall. The beginning is

being made after clearing hurdles over the quality of the

cement. The company has a cer tificate from The Bureau of

Indian Standards which is authorized to determine the

quality of cement both domestic and international.

Indian f i rm rapped by Nepal  corrupt ion
watchdog, Kathmandu, July, 2008

The highest anti-corruption body of Nepal has rapped Ace

Refractory, a producer of refractory products in India,

saying that i t  caused losses to a Nepal i  company by

supp l y i ng  i n f e r io r  goods  and  now shou ld  pay

compensation. The Commission for Investigation of Abuse

of Authority conducting a probe into the deal ings of

Udaypur Cement Industry Ltd., the biggest cement factory.

Finance Bill gets Lok Sabha nod after minor
amendments, New Delhi, May, 2008

The Lok Sabha Thursday passed the Finance Bil l for the

current fiscal af ter Finance Minister P. Chidambaram’s reply
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to the debate on the union budget dur ing which he

brought some amendments in the tax proposals, but said

exemptions would be phased out eventually. Chidambaram

also said that proposed recast of tax brackets may be linked

to inflation and sought to increase the tax.

Demand Supply Scenario turning Favourable

§ T h e  d y n a m i c s  o f  I n d i a n  c e m e n t  i n d u s t r y  i s

undergo ing a  g radua l  sh i f t .  F rom an oversupply

s i tuat ion not so long ago, we are now witness ing a

scenar io  where  demand g rowth i s  outs t r ipp ing

increase in supply.

§ Countr y ’s total cement capacity is around 151 mtpa

(mi l l ion tonnes per annum). Capacity addit ions by

players l ike ACC, Shree Cement,  Gras im, Japee  and

Kesoram  Industr ies and Greenf ie ld expansions wi l l

see a compounded growth rate of 7.5 percent in

capacity over the next three years.

§ Whereas domestic consumption, now at 125 mil l ion

tonnes, should increase at around eight percent per

annum in the same period. Higher consumption in

coming years will be driven by strong demand growth

owing to continued investments in the housing and

infrastructure sectors. A boom in the housing sector,

increased focus on infrastructure, and a buoyant

industr y–together, they spell good news for cement

producers.

§ Overa l l  cement  demand wh ich  has  g rown a t  a

compounded annual growth rate of eight percent over

the last ten years and is expected to grow by 9-10

percent annually. The expectation is also based on

high co-relation which industry bears with overall GDP

growth. Thus, since Indian economy itself is expected

to grow by more than eight percent, going forward

the demand for cement would also rise at a rate which

is higher than this rate.

Regional-wise Capacity
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Capacity Utilization

Installed Capacity

India is the world’s second largest cement producing

country after China. The industry is characterized by a high

deg ree  o f  f r agmen ta t ion  t ha t  ha s  c rea ted  i n tense

competitive pressure on price realizations. Spread across

the length and breadth of the country, there are 130 large

plants belonging to 66 companies with an installed capacity

of around 155mn tons as on March 2008.

The Indian cement industry has to be viewed in terms of
five regions:-

§ North  (Punjab, Delhi ,  Haryana, Himachal Pradesh,
Rajasthan, Chandigarh, J&K and Uttranchal);

§ West (Maharashtra and Gujarat);

§ South (Tamil Nadu, Andhra Pradesh, Karnataka, Kerala,
Pondicherry, Andaman & Nicobar and Goa);

§ East (Bihar, Orissa, West Bengal, Assam, Meghalaya,
Jharkhand and Chhattisgarh); and

§ Central  (Uttar Pradesh and Madhya Pradesh).

33 .03  pe rcen t  o f  cemen t  p roduc t ion  capac i t y  o f

t h e  c o u n t r y ,  w i t h  A n d r a  P r a d e s h  a c c o u n t i n g  f o r

15.27 percent of the total production capacity of India.

I t  has an insta l led capaci ty of  around 20mn tons of

cement and ranks f i rst in the countr y, fol lowed by Tamil

Nadu with 9.94 percent of the total production capacity.

Nor th accounts for 18.02 percent of the total production

capacity, with Rajasthan at 12.55 percent of the total

production capacity of the countr y. West accounts for

1 6 . 8 5  p e r c e n t  o f  t h e  t o t a l  p r o d u c t i o n  c a p a c i t y .

Maharashtra and Gujarat have production capacity of

6.89 percent and 9.96 percent respectively. East and

C e n t r a l  R e g i o n s  a c c o u n t  f o r  1 6 . 3 3  p e r c e n t  a n d

15.77percent of the total production capacity of the

countr y respectively. Trade between these regions is

on a very low scale mainly because of the transpor tation

bott lenecks and uncompetit ive cost of transpor tat ion.

This apar t, there are other factors that determine the

loca t ion  o f  a  cement  p lan t .  P rox im i ty  to  l imes tone

deposits, avai labi l i ty of coal and power and the markets

the plants cater to, are some of the cr i t ical factors that

determine the viabi l i ty of a cement plant.

Capacity Utilization in India

                                                                                                                              
 ( in  Mi l l ion Tonnes)  Year                                 Installed               Production               Capacity

                                                 Capacity                                                                Utilization (%)

1950-51 3.28 2.95 90

1960-61 9.30 7.97 86

1970-71 17.61 14.36 82

1980-81 27.92 18.66 67

1990-91 65.00 53.00 81

2000-01 119.30 98.00 86

2010-11* 150.65 136.80 90

2020-21* 186.00 165.77 96

The above table shows that commencing with a capacity

o f  3 .28  m i l l ion  tones  i n  1950-51 ;  cement  i ndus t r y

progressed to a capacity of 119.30 mill ion tones in 2000-

01. S imi lar ly ,  product ion increased from 2.95 mi l l ion

tones to 98 mil l ion tones during the same period up to

2000-01. Capacity ut i l izat ion, which was 90 percent

during 1950-51, gradual ly decreased to 67 percent in

1980-81. I t , however, took a reverse turn in the eight ies

and star ted increasing slowly. The eighth Five-Year Plan

est imates projected the ut i l izat ion of capacity with an

i nc rea se  to  86  pe rcen t  i n  2000-01 .  The  s t a t i s t i c s

corroborates this as shown in the above table where

with insta l lat ion capacity of 119.30 mi l l ion tones, 98

produced and hence ut i l izat ion of  capaci ty  was 82

percent. And in connection to these predict ions made

by the researcher in that for the year 2010-11 the capacity

ut i l izat ion is 90 percent and in the same manner for the

year 2020-21 is 96 percent.

S o u r c e :  C M A ,  C e m e n t  S t a t i s t i c s  ,  N e w  D e l h i ,  2 0 0 8 ,  N o t e :  P r e d i c t i o n  b y  S t a t i s t i c a l  A n a l y s i s
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Export of Indian Cement

The expor t of Indian cement has increased over the years,

giving a boost to the Indian cement industry. The demand

for cement in the foreign countries is a derived demand,

for i t  depends on industr ia l  act iv i ty ,  rea l  estate,  and

construction activity. Since growth is taking place all over

the world in these sectors, Indian expor t of cement is also

increasing. The cement industry in India has around 300

mini cement plants and 130 large cement plants. The total

production capacity of these plants is around 167.36 million

tons. The India cement industry is technologically very

advanced, as a result of which the quality of Indian cement

is now considered the second best in the world. This has

given a major boost to the Indian expor t of cement. The

production of cement in India is not only able to meet the

domestic demand, but large amounts are also expor ted.

A fair amount of clinker and cement by-products are also

expor ted by India. As the quality of Indian cement is very

good, its demand in the international market is always high.

In 2001-2002, 3.38 mill ion tons of cement was expor ted

from India. That figure stood at 3.47 mill ion tons in 2002-

03, and 3.36 mill ion tons in 2003-04. In 2001-2002, 1.76

million tons of clinker was expor ted from India. In 2002-

2003 clinker expor ts amounted to 3.45 mill ion tons, and

in 2003-2004 the figure stood at 5.64 mill ion tons. This

shows that the expor t of Indian cement has been increasing

at a steady pace over the years. Expor t of India cement

has been mostly to the West Asian countries. The major

companies expor ting Indian cement are:

§ Gujarat Ambuja

§ Ultra Tech Cement

§ L&T Limited

§ Aditya Cement

Expor t of Indian cement has registered growth a fa i r

amount of growth, giving a boost to the Indian economy.

That it continues to rise, more effor ts must be made by the

cement industry in India and the government of India.

Global Players

§ Rapid urbanization and the booming infrastructure have

led to an increase in construction and development

across India, attracting even the global players. The

recent years have witnessed a surge of foreign direct

investment in the cement sector. International players

like France’s Lafarge, Holcim from Switzerland, Italy ’s

I t a lcement i  and Ger many ’s  He ide lberg  Cements

together hold more than a quar ter of the total capacity.

§ Holcim, one of the world’s leading suppliers of cement,

has 24 plants in the country and enjoys a market share

of about 23–25 percent. It will fur ther invest about US$

2.49 billion in the next five years to set up plants and

raise capacity by 25 MT in the country. Holcim has a

global sale wor th about US$ 20 billion, where India

contributes US$ 2 billion–2.5 billion.

§ Italcementi Group, which acquired full stake in the K K

Bi r la  promoted Zuar i  Industr ies ’  cement ,  for US$

126.62 mill ion in 2006 plans to invest US$ 174 mill ion

over the next two years in various Greenfield and

acquisition projects.

§ The French cement major, Lafarge which acquired the

cement plants of Raymond and Tisco  with an installed

capacity of 6 MTPA a few years back plans to double

its capacity to 12 MT over the next f ive years by

adopting the Greenfield expansion route.

Margin over the Years

S o u r c e :  I C R A
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§ German major Heidelberg Cement has merged Mysore

Cement, in which it owns around 54 percent stake,

Indorama, (where it acquired 100 percent stake in

2008) and its 100 percent Indian subsidiary, Heidelberg

Cement India.

Mergers and Acquisitions (M&As)

§ A growing and robust economy was notewor thy in

terms of the total number of mergers and acquisitions

(M&A)  i n  I nd i a  2007 ,  w i t h  t he  cemen t  sec to r

contributing to seven percent to the total deal value.

Increased activity in infrastructure and a booming real

estate market have seen foreign firms vying to acquire

a share of the pie.

§ Holcim strengthened its position in India by increasing

its holding in Ambuja Cement from 22 percent to 56

percent through various open market transactions with

an open offer for a total investment of US$ 1.8 bill ion.

Moreover, it also increased its stake in ACC Cement

with US$ 486 mill ion, being the single largest acquirer

in the cement sector.

§ Leading foreign funds like Fidelity, ABN Amro, HSBC,

Nomura Asset Management Fund and Emerging Market

Fund have together bought around 7.5 percent in

India’s third-largest cement firm, India Cements (ICL),

for US$ 124.91 mill ion.

§ Cimpor, the Por tugese cement maker, paid US$ 68.10

mill ion for Grasim Industries’ 53.63 percent stake in

Shree Digvijay Cement.

Government Initiatives

§ Government init iat ives in the infrastr ucture sector,

coupled with the housing sector boom and urban

development, cont inue being the main dr ivers of

growth for the Indian cement industry.

§ Increased infrastructure spending has been a key focus

area over the last f ive years indicating good times

ahead for cement manufacturers.

§ The government has increased budgetary al location

for roads under Nat ional  Highways Development

Project  (NHDP).  Th is  coupled with government ’s

init iat ives on the infrastructure and housing sector

fronts would continue to remain the key drivers.

§ Appointing a coal regulator is looked upon as a positive

move as it will facilitate timely and proper allocation

of coal (a key raw material) blocks to the core sectors,

cement being one of them.

§ Other budget measures such as cut in impor t duty

from 12.5 percent to ni l ,  removal  of 16 percent

countervailing duty, four percent additional customs

duty on Por tland cement and differential excise duty

are all intended to cut costs and boost availability.

Key Findings

§ Domestic demand for cement has been increasing at

a fast pace in India and it has surpassed the economic

growth rate of the country.

§ Cement consumption in India is forecasted to grow

by over 22 percent by 2009-10 from 2007-08.

§ Among the states, Maharashtra has the highest share

in consumption at 12.18 percent, followed by Uttar

Pradesh.

§ In production terms, Andhra Pradesh is leading with

14.72 percent  of  tota l  product ion fo l lowed by

Rajasthan.

§ Housing sector is expected to remain the largest

cement consumer in coming years.

Recommendations on Cement Industry

For the development of the cement industr y ‘Working

Group on Cement Industry ’ was constituted by the Planning

Commission for the formulation of X Five Year Plan.   The

Working Group has projected a growth rate of ten percent

for the cement industry during the plan period and has

projected creation of additional capacity of 40-62 mill ion

tonnes mainly through expansion of existing plants.
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§ The Working Group has identified following thrust areas

for improving demand for cement

§ Fur ther push to housing development programmes

§ Promotion of concrete Highways and roads and

§ Use of ready-mix concrete in large inf rastructure

projects

Fur ther, in order to improve global competitiveness of the

Indian Cement Industry, the Depar tment of Industrial Policy

and Promot ion commiss ioned a s tudy on the g lobal

compet i t i veness  o f  t he  I nd i an  I ndus t r y  t h rough  an

organization of international repute, viz. KPMG Consultancy

Pvt. Ltd.   The repor t submitted by the organization has

made several recommendations for making the Indian

Cement Industry more competit ive in the international

market.

Future Outlook

§ The future outlook for the cement industry looks more

promising and optimist ic than ever before. This is

because the cement industry grew by 8.5 percent in

FY05, whi le the economy grew by around seven

percent. The future could be a lot better. We believe

that cement demand in the country in FY06 will outpace

the long-term average growth rate with buoyant

economy.

§ Demand-supply s i tuat ion is  now more or less in

equilibrium and prices could move up fur ther as the

demand growth will be much faster than the supply

growth. There are good reasons for their optimism.

Housing, which accounts for 55-60 percent of the

demand, remains the consistent driving force behind

sector growth.

§ Besides, demand from infrastructure projects and

industrial/commercial ventures account for 20 percent

each. An incremental demand of two mill ion tonnes is

expected per year from infrastructure projects in the

country. So, even as the Golden Quadrilateral project

nears completion, demand in the por t and airpor t

segments may pick up, keeping demand buoyant.

§ While demand side looks bright, there won’t be any

large capacity additions in near future, even as India

would need eight–nine mi l l ion tonnes addit ional

capacity every year til l FY08 to meet the incremental

demand.

§ Moreover,  g rowing  momentum in  conso l ida t ion

amongst the players is expected to bring rationality in

capacity addition. This would keep the cement prices

favourable for the companies.

Conclusion

Natura l ly,  cement indust r y  i s  the par t  and parce l  of

constructional activities. Without this industry ’s share, the

economic growth of the country cannot be too good,

because it is the second largest industry after iron and

steel. The Indian cement industry has an increased capacity

of  over  f ive t imes in  the las t  two decades,  thereby

suppor ting a three-fold growth in per capita consumption,

with the satisfactory available capacity which is more than

the demand. Buoyant state of the economy has created

positive spin offs on the business scenario for the entire

cement industry. Not only major players are reaping the

benefits but even other players are also benefiting from

the uptrend. Also industry is undergoing a consolidation

phase. The wave of consolidation has turned in to cyclone

which entailed to Gujarat Ambuja and ACC’s  acquisition

by Holcim. Irrespective of consolidation momentum, the

cement sector growth story would remain strong on back

of  increas ing demand in  hous ing ,  in f ras t ructure and

commercia l  construct ion sectors. Thus Indian cement

industry is poised for concrete growth with robust demand

scenario, lack of substantial capacity addition in next 2-3

years and firm cement prices in place.
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In the scenar io  of  ever  r i s ing  number  of  u rban mar r ied women enter ing forma l

work force ,  there  has  been an inc reas ing  amount  o f  work  s t ress  both  a t  home

and workp lace on them.  Therefore the present  s tudy was under taken to ana lyze

t h e  i m p a c t  o f  o c c u p a t i o n a l  s t r e s s  o n  h o m e  e n v i r o n m e n t  a s  p e r c e i v e d  b y

se lec ted  re sponden t s .  Re su l t s  showed tha t  t he  re sponden t s  cou ld  no t  look

a f t e r  t h e  c h i l d r e n  a n d  f a m i l y  m e m b e r s  a n d ,  m o r e o v e r,  i r r e s p e c t i v e  o f  t h e

occupat iona l  s ta tus  they ho ld,  everyone faces a  medium leve l  o f  s t ress  in  the i r

r e spec t i ve  wor k .

Home Environment:

Stress and Mess
Lilly J. and Geetha S.

he present social structure reflects the changes that

have   come th rough  chang ing  f r ame o f  t ime .  A

major breakthrough was

the growing education and

economic  independence

among women. The econo-

mic pressures of  in f la t ion,

in f luence of  the women’s

movement and the psycho-

logical need to develop one’s

‘self identity ’ are encouraging

the women to take a more

active role outside the home

to pursue full time careers.

Unfor tunately, work which is

deemed to be a source of life-

giving to individuals and in

turn to families with which an

individual is attached is working just in opposite direction.

Organ izat ions put  pressure,  expl ic i t  and impl ic i t ,  on

employees to put more time,

stay late at night, come in on

weekends, take work home

and so on to help the firm

improve  i t s  compet i t i ve

position. The norm of a 35-44

hour/week has given way to

longer hours in the full-time

working week. With the dawn

of a new century, the informa-

tion age is rapidly replacing

the industr ia l  age, br inging

with it new norms of work and

longer hours of work involving

harder and more challenging

tasks  and the need to be

multi-skilled. The globalization
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process which has resul ted in increased and intense

competit ion has brought in s igni f icant changes in the

workplace. By and large, it is believed that humankind

spends a major por tion of his or her time and energy in this

realm due to the changing nature of work in response to

new demands and environmental pressures.

Occupational stress is a stress taken away to home from

work place. Occupational stress may have an impact on

home and family environment. The job stress increases with

increase or decrease in family conflict. This also indicated

that the pressure in job tension may aggravate conflict in the

family which is a clear evidence of a kind of carry over effect

from work to home and back. These findings point clearly

to the complexities which often arise in home due to stress

of work having been brought home.

Hence the present investigation was carried out

with following specific objectives:

1. To know socio-personal characteristics of selected

categories of working women and their families.

2. To analyze the impact of occupational stress on

home environment as perceived by selected

respondents.

Methodology

The present study was conducted in city of Coimbatore of

Tamilnadu state. A representative sample of 50 women

respondents from three professional groups namely bank

employees, doctors, and lecturers was selected randomly.

In all total 150 respondents were selected for the study.

The interview schedule was used for collection of data. The

interview schedule consisted of two par ts. First par t dealt

with occupational stress for which “Occupational Stress

Index” des igned by Sr ivastav and S ingh (1981) was

administered to the selected sample. Second par t dealt

w i th  impac t  o f  occupa t iona l  s t ress  l eve l  on  home

environment. Data for the study were collected through

personal interview method and the time period of the study

is from April 2008 to September 2008. The data collected

were tabulated and su i table stat is t ica l  tools such as

frequency, percentages, average ranking analysis and chi

square test were used for analysis of data.

Results and Discussions

The results of the study are classified under three main heads

namely:

I . Socio-personal Characteristics of Working Women

and their Families

II. Extent of Occupational Stress Level in Selected

Working Women and

III. Impac t  o f  Occupa t iona l  S t ress  on  Home

Environment

Socio Personal Characteristics  of  Working

Women and their Families

Age: It can be seen in Table 1 that age of all the respondents

varied from 21 to 60 years. A large number (49 percent) of

respondents were in the category of 31 to 40 years and

about one-third (31.33 percent) from 41-50 years of age.

There were only about 14 percent in the age groups of 21-

30 and nine percent in the age group of 51-60 years.  It was

fur ther observed that among bank employees 36 percent

were in age group of 31 to 40. In category of doctors 54

percent were from age group of 31 to 40 years while only

eight percent of doctors belonged to age group of 21 or

30 years. Whereas in case of lecturers, maximum number

(48 percent) of respondents percent were in age group of

31 to 40 years.

Marital Status: It can be seen in table 2 that maximum

number i.e. 78 percent of the respondents was married at

the time of study whereas 13.33 percent were unmarried.

Only a small number i.e. 4.67 percent and four percent were

widow and divorced respectively in the total sample. It is

fur ther observed that in the category of bank employees 66

percent of the respondents were married. Among doctors,

four percent were widow, eight percent were unmarried

and rest 88 percent were married. In case of lecturers, eight

percent were widow, six percent were divorced and 80

percent were married.

Educational Qualification: The education of respondents

as depicted in the table 3 shows that a maximum number

(64 percent) of the respondents were post graduates while

29.33 percent and 4.67 percent were having graduation and

PhD degrees respectively. It is fur ther observed from the
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Table 1:   Age Group of the Respondents

           Age Group        Bank Doctors Lecturers Total

Employees

21 to 30 yrs No 14 4 3 21

% 28.00 8.00 6.00 14.00

31 to 40 yrs No 18 27 24 69

% 36.00 54.00 48.00 46.00

41 to 50 yrs No 16 13 18 47

% 32.00 26.00 36.00 31.33

51 to 60 yrs No 2 6 5 13

% 4.00 12.00 10.00 8.67

Total No 50 50 50 150

% 100.00 100.00 100.00 100.00

Table 2:  Marital Status of the Respondents

Marital Status       Bank   Doctors          Lecturers          Total

Employees

Married No 33 44 40 117

% 66.00 88.00 80.00 78.00

Unmarried No 13 4 3 20

% 26.00 8.00 6.00 13.33

Widow No 1 2 4 7

% 2.00 4.00 8.00 4.67

Divorced No 3 0 3 6

% 6.00 0.00 6.00 4.00

Total No 50 50 50 150

% 100.00 100.00 100.00 100.00

table that among bank employees maximum number of

respondents i.e. 70 percent were graduates as against a

maximum of 82 percent doctors who are post graduates. In

the category of lecturers, 86 percent were post graduates

while 14 percent are holding PhD degree.

Monthly Income: Regarding the monthly income it may

be observed that nearly half i .e. 49.33 percent of the

respondents were having income between Rs.10001-20000

per month, While 30.00 percent of the respondents were

earning income between Rs.20001-30000 per month.

Another 10.67 percent of the respondents had income of

more than Rs.30000 per month, whereas only 10 percent

were earning an income of up to Rs.10000 per month. It is

fur ther observed that maximum number of bank employees,

doctors and lecturers were in the moderate income group

(Rs.10001 to Rs.20000 per month) category.

Family Type: It is also observed from the Table 5 that 80

percent of the families were nuclear and only 20 percent of
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Ta b l e  3 :   E d u c a t i o n a l  Q u a l i f i c a t i o n  o f  t h e  R e s p o n d e n t s

E d u c a t i o n a l                              B a n k                    D o c t o r s         L e c t u r e r s To t a l

Q u a l i f i c a t i o n                         Em p l o y e e s

U p t o  s c h o o l  l e v e l N o 3 0 0 3

% 6.00 0.00 0.00 2.00

Gradua te N o 35 9 0 44

% 70.00 18 .00 0 .00 29 .33

P o s t g r a d u a t e N o 12 41 43 96

% 24.00 82 .00 86 .00 64 .00

Doc to r a t e N o 0 0 7 7

% 0.00 0.00 14.00 4 .67

To t a l N o 50 50 50 150

% 100 .00 100 .00 100 .00 100 .00

Table 4:  Monthly Income of the Respondents

Monthly        Bank        Doctors         Lecturers         Total

Income Employees

Upto Rs.10000 No 14 0 1 15

% 28.00 0.00 2.00 10.00

Rs.10000 to Rs.20000 No 25 24 25 74

% 50.00 48.00 50.00 49.33

Rs.20000 to Rs.30000 No 7 17 21 45

% 14.00 34.00 42.00 30.00

More than Rs.30000 No 4 9 3 16

% 8.00 18.00 6.00 10.67

Total No 50 50 50 150

% 100.00 100.00 100.00 100.00

Table 5:  Family Type of the Respondents

Family     Bank Doctors           Lecturers         Total

Type                  Employees

Nuclear No 45 40 35 120

% 90.00 80.00 70.00 80.00

Joint No 5 10 15 30

% 10.00 20.00 30.00 20.00

Total No 50 50 50 150

% 100.00 100.00 100.00 100.00
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Table 6:  Family Size of the Respondents

Family Size                          Bank Employees         Doctors      Lecturers         Total

Smal l  (Upto 3) No 42 35 35 112

% 84.00 70.00 70.00 74.67

Medium (4-6) No 5 9 10 24

% 10.00 18.00 20.00 16.00

Large (>6) No 3 6 5 14

% 6.00 12.00 10.00 9.33

Total No 50 50 50 150

% 100.00 100.00 100.00 100.00

the families were of joint type. Majority of the respondents’

family were nuclear irrespective of their occupation.

Family Size: Regarding family size shown in table 6, in the

total sample three-four th of the respondents (74.67 percent)

was from small family and 9.33 percent from large and rest

(16.00 percent) from medium families. More number of bank

employees, doctors and lecturers were from small families.

Extent of Occupational Stress Level in Selected

Working Women

A well developed and widely used Occupational Stress

Index (OSI) in the Indian context (Srivastava and Singh, 1981)

was chosen to assess the occupational stress of the sample.

The questionnaire is consisted of 12 statements, impor tant

aspects included in the scale were; role over load, role

ambiguity, role conflict, unreasonable group or political

pressure, responsibil ity for person, under par ticipation,

power lessness ,  poor  peer  re l a t ions ,  i n t r i n s ic

impoverishment, low status, strenuous working conditions

and un-profitability with five alternative responses e.g., five

for strongly agree, four for agree three for neither agree

nor disagree,  two for disagree and one for s t rongly

disagree. Total score on this scale is considered for the

assessment of occupational stress. More the score on this

scale indicate more stress. The respondents total score

on stress is divided into three categories i.e., low, medium

and high based on its mean and standard deviation. (Mean

+ or - 0.5 (SD)

I t  i s  i n te res t ing  to  note  f rom Tab le  7  tha t  26 percent

o f  t h e  r e s p o n d e n t  w a s  f o u n d  t o  b e  h a v i n g  l o w

occupa t iona l  s t ress .  Nea r l y  ha l f  i . e .  46  percen t  o f

the  respondents  were hav ing  medium occupat iona l

s t ress  as  aga ins t  28 percent  who were hav ing  h igh

s t ress .  I t  may  be fu r ther  seen tha t  a  max imum of  (50

percent)  bank  employees were hav ing medium s t ress

fo l lowed by lec tu re rs  (46 percent )  and doctors  (42

percent) .

Table 7:  Distribution of Respondents according to Extent of Occupational Stress

Stress Level         Bank Employees     Doctors            Lecturers       Total

Low No 14 12 13 39

% 28.00 24.00 26.00 26.00

Medium No 25 21 23 69

% 50.00 42.00 46.00 46.00

High No 11 17 14 42

% 22.00 34.00 28.00 28.00

Total No 50 50 50 150

% 100.00 100.00 100.00 100.00
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Exhibit 1:   Distribution of Respondents according to Extent of Occupational Stress

Table 7 (a):  Chi-Square Tests

Value df          Asymp. Sig. (2-sided)

Pearson Chi-Square 1.787 4 .775

Like l ihood Rat io 1.798 4 .773

Linear-by-L inear Associat ion .295 1 .587

N of Val id Cases 150

Chi-squire test was used to check whether there is significant

dif ference among the respondents (bank employees,

doctors and lecturers) and the extent of occupational stress

at five percent level of significance. The following hypothesis

was framed and the result was displayed in table 7 (a).

Ho:  “ The re  i s  no  s i gn i f i can t  d i f fe rence  among the

respondents (bank employees, doctors and lecturers) and

their extent of occupational stress.”

With the significant value of 0.775 at five percent level of

significance, it is concluded that there is no significant

dif ference among the respondents (bank employees,

doctors and lecturers) and their extent of occupational stress

and hence the hypothesis is accepted.

Impact  of  Occupational  Stress  on Home

Environment

A closer look at the scenario makes us realize that working

women face new set of problems involving both family and

profession. As professional women they are expected to

be committed to their work “just like men” at the same time

as they are normatively required to give priority to their family.

Fur ther, the position seems to complicate when the woman

attains motherhood. It is known that as the roles increase,
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Table 8 :   Impact  of  Occupational  Stress  on Home Environment

Occupation                                                       Bank Employees    Doctors      Lecturers

                                                                                        AR           FR   AR    FR     AR         FR

Cook ing 3.64 4 3.78 3 3.62 4

Care  o f  u tens i l s 2 .7 8 2.54 10 2.8 8

Care  o f  c lo thes 3.76 3 3.76 4 3.64 3

F loor  sweeping & mopping 2.6 10 2.56 9 2.76 9

Genera l  home ma in tenance 3.24 7 3.46 6 3.14 7

At tend ing  ch i ld ren 4.44 1 4.52 1 4.36 1

At tend ing  other  members  o f  f ami l y 4.02 2 4.04 2 4.06 2

Purchas ing  househo ld a r t ic les 3.32 6 3.12 7 3.4 5

Ar rang ing  food i tems 2.68 9 2.58 8 2.66 10

Invo lvement  in  soc ia l  and cu l tu ra l  ac t i v i t ies 3.52 5 3.6 5 3.32 6

so do the responsibilities. Table 8 illustrates the impact of

occupational stress among the selected working women,

their mean scores are stated (AR= Average Rank) and based

on the mean scores final rank (FR = Final Rank) was given.

Table 8 explains the impact of stress on home environment.

As seen clearly from the table that higher mean scores are

given to “Attending children” ir respective of the occupation

(bank employees with 4.44, doctors with 4.52 and lecturers

with 4.36) and next “Attending other members of family ”

i.e. 4.02, 4.04 and 4.06. It clearly shows that in spite of

stress, looking after the children and family still remains on

the top priority of the respondents.

In case of bank employees, the third rank goes to “care of

clothes” with 3.76 score, then to “cooking” with 3.64,

“Involvement in social and cultural activities” with 3.52,

“Purchasing household ar ticles” with 3.32, “General home

maintenance” with 3.24,  “Care of  utens i l s”  wi th 2.7,

“Arranging food items” with 2.68 and finally “Floor sweeping

and mopping” with 2.6 score.

Incase of Doctors, the third rank goes to “cooking” with

3.78 score, then to “care of clothes” with 3.76, “Involvement

in social and cultural activities” with 3.6, “General home

maintenance” with 3.46, “Purchasing household ar ticles” with

3.12, “Arranging food items” with 2.58,  “Floor sweeping

and mopping” with 2.56, and finally “Care of utensils” with

2.54 score.

In case of lecturers, third rank goes to “care of clothes” with

3.64 score, then to “cooking” with 3.62, “Purchasing

household ar ticles” with 3.4, “Involvement in social and

cultural activities” with 3.32, “General home maintenance”

with 3.14, “Care of utensils” with 2.8, “Floor sweeping and

mopping” with 2.76 and finally “Arranging food items” with

2.68 score.

Conclusion

Women were subjected to a greater stress as the demands

of home and career at times caused conflicts, striving for

multi role duties had resulted in conflict stress, ambivalence

and overload. Impact of stress on home environment

showed that they could not look after the children and family

members due to their occupational work stress. Though

the conflicts existed, women had realized the advantages

of being employed, which act as fruitful measure to run

their family and to be proud in the society.
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T

D r. D h a m o d h a r a n  V. ,  A s s t .  P r o f e s s o r,  I n s t i t u t e

f o r  Te c h n o l o g y  a n d  M a n a g e m e n t ,   ( I T M

B u s i n e s s  S c h o o l ) ,  1 1 / D 1 4 ,  S I P C O T  I T  P a r k ,

F o u r t h  M a i n  R o a d ,   S i r u s e r i ,  P u d u p a k k a m

P o s t ,  R a j i v  G a n d h i  S a l a i ,  C h e n n a i  –  6 0 3  1 0 3 ,

Ta m i l n a d u ,  E m a i l :  v e e _ d h a m u @ y a h o o . c o . i n

P e r f o r m a n c e  M a n a g e m e n t  i s  b e i n g  u s e d  t o  u n d e r s t a n d  t h e  c o m p e t e n c i e s  o f

e m p l o y e e s  i n  t e r m s  o f  t h e i r  k n o w l e d g e  o r  s k i l l s ,  w i t h  r e s p e c t  t o  a  p r o j e c t / w o r k .

T h i s  l e a d s  t o  d e s i g n i n g  s u i t a b l e  t r a i n i n g  p r o g r a m s  i n  o r d e r  t o  r e c t i f y  t h e  d e f i c i e n c i e s

o f  e m p l o y e e s .   S i n c e  t r a i n i n g  p r o g r a m  i s  o n e  o f  t h e  p o w e r f u l  a c t i v i t i e s  o f  t h e

o r g a n i z a t i o n ,  i t  h a s  t o  b e  p r o p e r l y  e v a l u a t e d  b y  e m p l o y i n g  a p p r o p r i a t e  e v a l u a t i o n

t o o l s  a n d  m e t h o d o l o g i e s  ( T r a i n i n g  M e a s u r e m e n t  To o l s )  t o  d e t e r m i n e  i t s  a c t u a l

e f f e c t i v e n e s s  a t  the e n d  o f  t h e  p r o g r a m me /  a f t e r  t h e  i n t e r v e n t i o n .   To d a y  t h e  t r a i n i n g

p r o g r a m me h a s  p h e n o m e n a l  g r o w t h  r a t e  a n d  i t  i s  b e i n g  v i e w e d  a s  o n e  o f  t h e  s u p p o r t

a c t i v i t i e s  o f  H R  d e p a r t m e n t .  E v a l u a t i o n  o b j e c t i v e s  m a y  i n c l u d e  m e a s u r i n g  t h e

p r o g r a m mes  i n  t e r m s  o f  ( a )  t h e  f a c t o r s  d i r e c t l y  a s s o c i a t e d  w i t h  t h e  p r o g r a m me -

c o u r s e  c o n t e n t ,  c o v e r a g e  o f  t o p i c s ,  t r a i n e r s '  s k i l l  s e t s ,  f a c i l i t i e s  e t c . ,  ( b )  t h e

p a r t i c i p a n t s '  l e v e l  o f  l e a r n i n g ,  t r a n s f e r  o f  k n o w l e d g e ,  a t t i t u d i n a l  d e v e l o p m e n t  e t c . ,

a n d  ( c )  i m p a c t  o f  t h e  t r a i n i n g .

Test Training Tools:

Performance Promotion
Dhamodharan V.

r a in ing  P rogramme i s  the  most  power fu l  ac t i v i t y

fo r  employee empowerment. A repor t stated that

the tota l  do l la rs  spent  for

training programmes alone by US

organ izat ions was about  $59.8

b i l l i o n .  I t  s h o w s  t h a t  i t  h a s

phenomenal growth rate dur ing

last 20 years. Training programmes

are specif ical ly used to suppor t

human resources for the purposes

of improving overall effectiveness

of the organization and creating

p r o f e s s i o n a l  r e l a t i o n s  a m o n g

individuals and groups within the

organ iza t ion .  The re  i s  a  w ide-

rang ing and la rge ly  unreso lved

deba te  r ega rd i ng  t he  p rec i se

contribution of formal and informal

t ra in ing act iv i t ies  to the overa l l  per formance of  the

organization (Campbell, 1999; Johnson, et al, 2000).

In recent years, companies have

very clear thought that HRD has to

b e  a l i g n e d  w i t h  p r o c e s s e s ,

s t r a t eg i e s  and  ove r a l l  o r g an i -

zat ional system. And, the entire

system has been aimed towards

organization development (OD),

which can happen only through

people development.  As a per-

formance technology,  i t  serves

many  pu rposes  i n  t he  o rgan i -

zation. Some of the purposes are:

promoting change, increasing job

pe r fo rmance ,  bu i l d i ng  t e ams ,

developing ski l ls and knowledge,
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disseminating information etc. The ult imate aim of any

training program is to fulfil l its objectives after intervention.

The success of the programme can be judged only through

e v a l u a t i o n  o n  t h e  t r a i n i n g  b y  e m p l o y i n g  c e r t a i n

methodolog ies .  The methodolog ies  can be used to

evaluate a training course or training depar tment or a

c e r t a i n  s e t  o f  i n s t r u c t i o n a l  m a t e r i a l s  o r  t r a i n e r s ’

competencies or t ra inees’  competencies,  or t ra in ing

mechan i sms  o r  phy s i c a l  env i ronmen t  e tc .  Tr a i n i ng

evaluation makes the best judgment about value of the

training program. This paper has been aimed at  formulating

a framework by referring some reviews and cases, with

regard to training measurement.

A Brief Historical Perspective

Kirkpatr ick prepared the most inf luentia l  f ramework in

1959. This framework includes four levels of evaluation

such as reaction, learning, behaviour, and results. Building

upon this foundation, J.Phil ip has added one more level

with four levels of Kirkpatrick model and that being the

ROI (Return on Investment) produced by the tra in ing

program. ASTD’s sur vey repor ts state that a lmost 67

percent of organizations (out of 300 HRD executives and

m a n a g e r s  s u r v e y e d )  p r e f e r  K i r k p a t r i c k  m o d e l  f o r

eva lua t ion .  On  the  o the r  hand ,  under  the  sy s tems

approach, the most influential models include: Context,

Input, Process, and Product (CIPP) model (Wor then and

Sanders, 1987); Training Validation System (TVS) approach

(Fitz-Eng, 1994); and Input, Process, Output, Outcome

(IPO) model (Burshnell, 1990). Goal based and systems-

based  approaches  a re  p redom inan t l y  u sed  i n  t he

e v a l u a t i o n  o f  t r a i n i n g  ( P h i l i p s ,  1 9 9 1 ) .  T h e  o t h e r

approaches such as performance based evaluation and

task based evaluation are quite common approaches for

training evaluation. Performance based evaluation is being

used to assess the performance of the project and task

based eva lua t ion i s  be ing used to assess  the tasks

under taken for the project.

Literature Survey

Today the hottest issues in the HRD are evaluation; results

based training, and ROI analysis (J Phil ip, 2004). National

HRD Executive Survey was conducted by the American

Society for Training and Development (ASTD) in 1997.

The result from the survey indicated that determining the

impact of training on financial performance is the top most

challenge for HR professionals. Phil ip McGee E.D., in his

paper, has stated that the training program has to pay

more attent ion on two dist inct measures in order to

improve the productivity of the training systems. They

are: Quality of instruction and Quality of resources needed

to deliver the instruction. The author has collected some

of necessary aspects from the reviews of Gorden (1991)

and Rossi , et al (1979) with respect to evaluat ion on

ins t ruc t iona l  ma te r i a l s .  The  aspec t s  a re :  Cove rage ,

Sequence, Common Knowledge, Rel iabi l i ty, Simplicity,

P ract icabi l i ty ,  T imel iness ,  Guidance,  Readabi l i ty ,  and

Pictorial representations. An efficient training mechanism

is essential to produce a better result. It is applied to

help the trainees to acquire their knowledge suitably. A

cer ta in set of t ra in ing mechanism tools ident i f ied by

B i s w a j e e t  Pa t t a n a y a k  ( 2 0 0 1 )  i s :  A u d i o -V i s u a l s ,

B ra ins tor ming,  Case Study,  Computer  Based Tra in ing

Communicat ion games,  Creat iv i ty  games,  Delegat ion,

Doub l i ng  games ,  I ce -B reake r s ,  I n  baske t  exe rc i ses ,

Induction program, Leadership games, Lectures, etc. All

these mechanisms are used for the purpose of problem-

solving, awareness on using software, building bias-free

listening and talking, evolving multitude of solutions to

problems, learning the impor tance of decentral ization,

learning sel l ing techniques, teaching different types of

l e ade r sh ip  s t y l e s ,  i n s i gh t  i n to  a  g i ven  i n te r ac t ion ,

deve lop ing  ba rga i n i ng  s k i l l s ,  deve lop ing  ana l y t i ca l

ab i l i t ies ,  test ing abi l i ty  to p lan ahead and exerc ises

requiring collaborative effor ts.

Training facil ity is one of the impor tant pre-requisites for

the successful implementation of any training program.

Many training facil it ies are identif ied from the views of

War r et al (1999) and Wagner and Roland (1992). In al l ,

s ixteen tra ining faci l i t ies are ident i f ied for analys is on

training facil it ies. They are: Classroom, Library, Television,

Audio System, Chamber, Transpor t, Water, Venti lat ion,

Computer Laboratory, OHP, Power Point, Black Board and

Chalks, Dining Room etc. The training staff must possess

required qualif ication and experience in subject matter

to handle the subject in the training. Developmental and

instructional qualif ication of instructors include theory,

practical knowledge and work experience in analyzing,

des ign ing ,  deve lop ing ,  conduct i ng ,  and eva lua t i ng



SCMS Journal of Indian Management ,  Apri l - June, 2009.                                                                                                              66

A Quarterly Journal                                                                                                                                                Published by SCMS-COCHIN

training, as appropriate to their job requirements (Ross

and Mor rison (1997). Subject matter exper ts should be

involved periodically in the training. The instructional skil ls

t r a i n i n g  p r o g r a m  i s  c o n d u c t e d  u s i n g  a p p r o v e d

i n s t r uc t i ona l  ma te r i a l s  t h a t  a r e  ba sed  on  l e a r n i ng

objectives derived from job performance requirements

a n d  w h i c h  p r o v i d e  f o r  e f f e c t i v e  a n d  c o n s i s t e n t

presentations (Hamblin 1974). The competencies of the

trainers are identif ied with the help of some reviews of

Roy  and Do lke  (1971)  and Cote  (1969) .  There  a re

seventeen competencies for trainers, which are identified

from reviews. They are: Coverage of topics, Clar i ty in

presentat ion, Involvement in the training, Commitment

level, Flexibil ity, Assistance to learn, Interaction, Practical

orientation Sequence of lecture, Clarifying doubts, Usage

o f  t r a i n i n g  f a c i l i t i e s ,  S u m m a r i z a t i o n ,  F r i e n d l i n e s s ,

I l lustrating, and Entrepreneurial orientation.

Some Cases

C a s e  1 :  M a g n a v o x  E l e c t r o n i c s  S y s t e m s

Company in Torrance

Magnavox Electronics Systems Company in Tor rance had

conducted 18-week l iteracy programme covering verbal

and ma th  s k i l l s  fo r  t he i r  emp loyees .  The  f i ve - leve l

approach was adopted to evaluate the programme and

also to calculate ROI (level 5). The approaches followed

in the study were: Level 1: Reaction was measured by

post-course surveys, Level 2: Learning was measured

through testing of Adult Basic Education, Level 3: Changes

in behaviour were measured by daily eff iciency ratings,

L e v e l  4 :  B u s i n e s s  r e s u l t s  w e r e  m e a s u r e d  t h r o u g h

improvements in productivity and reductions in scrap and

rework, and Level 5: ROI was calculated by conver ting

productivity and quality improvements to monetary values.

The result ing ROI was 74 percent.

Case  2 :  An Integrated  Model  of  Training

Evaluation and Effectiveness

The model  had been const ructed to invest igate the

relationships between the evaluation and effectiveness

with regard to post  training attitudes. Evaluation measures

related  to post training attitudes were: cognitive learning,

training  performance and transfer per formance. Training

effectiveness  variables related to post training att itudes

were:  pre-training self-eff icacy, experience, post training

mastery  orientation, learning principles, and post-training

interventions.  Results from the study stated that are two

areas  i .e .  react ion  measures  and t ra in ing  mot iva t ion

needing fur ther  development and research.

Case 3: City of Phoenix, AZ-Training Evaluation

The  C i t y  o f  Phoen i x  had  approx ima te l y  1 .2  m i l l i on

residents and 12,000 employees.  It had conducted three

different types of training to its employees. They were: 1.

Catalogue classes: Employees receive a class catalogue

every six months and approximate numbers of classes

were 150. The topics covered in the training were: pre-

supe r v i so r y  and  supe r v i so r y  deve lopmen t ,  c a ree r

enhancement, computers, safety, f inancial management,

office professional development, quality and productivity,

a nd  we l l ne s s .  2 .  C i t y -w ide  c l a s se s :  C l a s se s  we re

managed by the City Manager ’s Office and sessions were

customized for all city employees 3. Depar tment-specific

c l a s ses :  C l a s ses  we re  cus tom ized  fo r  a  pa r t i cu l a r

depa r tmen t  and  o f f e r ed  to  wo r k  g roup .  The  c i t y

conducted evaluations of training sessions by using the

rating Scale 1) Poor 2) Fair 3) Good, and 4) Excellent.

Evaluation was done on the basis of information provided

in the classes, oppor tunity for class par ticipation, content

and format of handout materials and overall presentation.

Some of the results from the evaluation were presented.

(1), 97 percent of employees believed that the City of

Phoenix was a good place to work,  (2) , 81 percent

indicated they received the training that they need for

their jobs, (3), 77 percent felt that they had been given a

fair oppor tunity to attend training program and (4) 71

percent of employees agreed they received adequate

computer training.

Case 4: Question Mark Case Study

In 2003, training evaluation on an information technology

s k i l l s  t r a i n i n g  p r o g r a m me o f  R e g e n c e  I n f o r m a t i o n

Techno logy  Se r v ices  ( R I TS )  was  done  us ing  on l i ne

assessments. This training was administered by the Oregon

Depar tment  o f  Commun i t y  Co l leges  and Work fo rce

Depar tment  (CCWD) .  The  CCWD reques ted t r a in ing
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par ticipants and their supervisors to assess the training

both immediately after training intervention and following

several weeks. The evaluation tool was developed by

ASTD. Immediately af ter each class, par ticipants answered

the questions of Par t A through online. Par t A questions

consisted of a one to five scale to measure reactions to

statements about administration and logistics; content;

des ign ;  i n s t ruc t ion ;  pe rce i ved impac t ;  and  ove ra l l

satisfaction from the class. Several weeks after each class,

pa r t i c ipan t s  took  a  “ Pa r t  B ”  a s ses smen t  answer i ng

quest ions about thei r  use of sk i l l s ,  conf idence level ,

barriers and enablers of transfer and impact. The results

f rom the s tudy a re presented here .  Employees and

supervisors evaluated the training for RITS very posit ively

during the assessments.

Case 5: Evaluation of a Novel Case-Based Training

Programme (D3web. Train) In Hematology

A case-based s imu la t ion- t r a i n i ng  p rog ramme o f  17

hematology cases was offered for the students of medical

profession using the novel training system (d3web. Train).

The measurement on the Internet course was done after

the training intervention. The result after analyses was:

out of 150 students, 47 students worked through at least

one case and solved 435 cases in total. In average, the

students had solved 9.5 cases. The main results were:

the students found the cases very helpful (1.5 ± 0.6 on

a scale from 1 = very helpful to 5 = not at all), the training

system very good (1.4 ± 0.5 on a scale from 1 to 6) and

want to work with it fur ther (1.2 ± 0.4 on a scale form 1

to 5). During the final examination, students were able to

solve more than 5 from the 17 cases, scored signif icantly

better in the hematological par t of the exam.

Training Measurement Tool

Evaluation tradit ionally represented as the final stage, is a

sys temat ic  approach fo r  the  purpose o f  improv ing

inter vention or making a judgment about the wor th and

effectiveness – Goldstein (1993)  and Bushnell (1990).

   Training Measurement Tool

Evaluation involves in collecting data from trainees with

regard to wor thiness of the program. It is basically done

wi th  the a im of  improv ing  in te rvent ion or  mak ing  a

judgment about value of the training. Any training program

should have proper justif ication for the reason why it has

been cons t ruc ted .  I t  shou ld  run  w i th  p rog rammed

instruct ion and proper arrangements.   The Evaluat ion

could be star ted before or during or af ter and through

combinat ion of them. Evaluat ion object ives can have

multiple purposes at various levels in order to compare

the results at the end of the programme. They are: Level I:

Evaluating factors associated with the training programme

s u c h  a s  c o u r s e  c o n t e n t ,  u s a g e  o f  t h e  c o n t e n t s ,

instructional materials, trainers’ ski l l  sets, teaching aids,

facil it ies at training program etc. Level I I : Measuring the

programme in terms of the par ticipants’ level of learning,

LEVEL III :

Impact of Tra in ing

 Evaluation

(During the programme

or after the programme

o r  c o m b i n a t i o n  o f

them)

LEVEL I:

U s e f u l n e s s  o f  t h e  c o u r s e  c o n t e n t ,

coverage of the topics,  teaching- learn ing

p r o c e s s ,  c o u r s e  m a t e r i a l s ,  t r a i n i n g

f a c i l i t i e s ,  l i b r a r y ,  c l a s s r o o m ,  O H P / L C D

Phys ica l  env i ronment ,  t ra iners  sk i l l se ts  -

S u b j e c t  k n o w l e d g e ,  p r e s e n t a t i o n ,

coverage of the por t ion, ass istance to the

par t ic ipants etc

LEVEL II:

P a r t i c i p a n t s ’  l e v e l  o f

l e a r n i n g , T r a n s f e r  o f

know ledge ,  a t t i t ud i n a l

development and beha-

v ioura l  changes etc.
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transfer of knowledge, attitudinal development etc., And,

Leve l  I I I :  Ana l y s i ng  impac t  o f  t r a i n i ng  i n  t e rms  o f

innova t i veness ,  human re la t ion ,  knowledge sha r ing ,

competitiveness, level of confidence, number of projects

done, number of projects in progress, productivity. These

variables help the researchers to find out the impact of

the training. The impact of training can also be measured

after few months of the training intervention. For which, the

delayed questionnaire method could be adopted to collect

the feedback from the participants. All these various aspects

may be rated on the basis of five-point rating scale method

to find out significant difference among aspects. Some of

statistical techniques such as factor analysis, ANOVA, SERQUAL

and discriminated method may be used to check the validity

of the programme.

Conclusion

Different approaches to training evaluat ion have been

discussed and it shows that approaches are not well

structured and it could be altered according to the needs

of eva luators .  Many organ izat ions have exper ienced

problems with respect to training evaluation approaches

(Deniz Eseryel, 2002). But, the success of the training

program is based on the appropriate use of key factors

such as training manuals, physical environment, trainers’

sk i l l -sets, etc.  These resources can be appropriately

combined and used on the basis of training objectives.

Monitoring the programme should be done at frequent

intervals to maintain its core competencies. Immediate

action may be taken wherever the change is needed.

Experience in training evaluation always helps to frame

approach and make consistent evaluation.
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Audit  committees proposed by the Secur i t ies Exchange Commiss ion in 1940 fol lowing the

McKesson and Robbins case in i t iat ive didn' t  culminate in real i ty t i l l  1960. Development was

encouraged by the incidence of l i t igat ion involving auditors and directors. Since the middle

of 1978 US companies seeking a l is t ing are required to have an audit  committee. In recent

years so many countr ies adopt the audit  committee in thei r  envi ronments,  however,  I ran ian

environment st i l l  wait ing for that condit ion.  The results of this study show the existence of

audit committee wil l  improve qual ity of f inancial statements, correctness of f inancial information.

It also wil l  improve native audit ing and accounting standards, as well as internal audit ing.

Audit Committee:

Iranian Imperative
Mahdi Salehi, Ali Mansoury, and

 Reza Pirayesh

he demand for an auditor arises from the potential

confl ict of interest that exits between shareholders

and managers (Salehi and Gowda, 2006; Salehi ,

2007).  According to the

researchers the external

aud i to r  s hou ld  p l a y  a

c r i t i ca l  ro le  in  lend ing

independent credibi l i ty

to  pub l i shed  f i nanc i a l

s t a t e m e n t s  u s e d  b y

investors, creditors and

other stakeholders as a

bas is  for  mak ing dec i -

sions (Salehi and Biglar,

2008; Swamy and Salehi,

2008; Salehi and Abedini,

2008; Sa lehi ,  2008 a) .

Unfor tunately the auditor

could not recover such

a  b a d  c o n d i t i o n  i n

recent years; because of several reasons and s t ra ined

relationship between auditors and managers (Barzegar

and Sa leh i, 2008). It means that the independent auditors

were dependent .  The

audit independence is

t h e  h e a r t  o f  a u d i t

pract ice. The fact that

cl ients pay auditors for

t h e i r  a u d i t  a n d  n o n -

audit services generates

an inherent  economic

d e p e n d e n c e  o f  t h e

aud i to r  on  i t s  c l i en t s

(Wallman, 1996; Salehi

and Azary, 2008). Such

economic dependence

increases with the size

of client f irms because

larger cl ients generate

bigger fees. Fol lowing
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high-prof i le corporate governance fai lures there have

been proposals and actions in a number of countr ies

concern ing the respons ib i l i t ies and powers of  audi t

c o m m i t t e e s ,  t h e i r  m a n d a t o r y  o r  v o l u n t a r y  s t a t u s ,

membership and independence. In nutshell, to solve such

a problem the existence of audit committee is very useful.

The  aud i t  commi t tee  i s  one o f  the  ma in  corpora te

governance mechanisms upon which are predicated

stakeholders ’ hopes in constra in ing the behaviour of

corporate managers.  Stakeholders genera l ly v iew the

effect iveness of the audit  committee as an area that is

to a s igni f icant extent manageable through regulatory

o r  se l f - r egu l a to r y  approaches ,  and  whe re  d i ve r se

groups of actors struggle in try ing to impose their  point

of v iew. The ex is tence of an audi t  commit tee could

improve the monitor ing of corporate f inancial  repor t ing

and  i n t e r na l  con t ro l .  Mau tz  and  Neumann  (1970 )

contend that audit  committees are impor tant because

they: (1) increase attent ion to the audit  funct ion, (2)

re inforce independence of the external  auditor f rom

management,  (3) add protect ion for stockholders and

directors,  (4) ass ist  f inancia l  management in ef fect ing

necessary improvements,  and (5) promote audit  more

ef fect ive.

Based on agency theory ,  the format ion of  an  aud i t

committee is expected to protect the interest of the

principal and ensure that the agent carries out its role in

accordance with the contract .  The role of the audit

committee is essent ia l ly threefold: (1) to ensure that

management does not overr ide establ i shed prudent

financial practices and procedures; (2) to assist the board

of  d i rectors  in  d i scharg ing the i r  respons ib i l i t ies  for

f inanc ia l  repor t ing and in ter na l  cont ro ls ;  and (3)  to

provide an impar tial channel for complaints concerning

the management and direction of a company. However,

some studies have shown that the existence of the audit

committee is  more for cosmet ic purposes, to g ive a

posi t ive image rather than for  moni tor ing.  Th is  aga in

challenges the effectiveness of audit committees (Menon

& Wil l iam, 1994; Wallace, 1985; Verschoor, 1990, 1992;

Wolnizer, 1993; McMullen, 1996).

History of Audit Committee

The exact or ig in of audit  committees is  unknown. K lock

and Bellas (1976) date the use of audit committees to the

nineteenth century. The term ‘‘audit committee’’ is not

defined by the Corporations Act or the ASX Principles,

generally the term refers to a committee (or equivalent

body) established by the board of a company for the

purpose of  oversee ing the account ing and f inanc ia l

repor ting processes of the company and audits of the

financial statements of the company usually in accordance

with the terms of a char ter approved by the board and

adopted by the committee. The board is responsible for

manag i ng  t he  company .  It  i s  a l so  re spons ib le  fo r

monitor ing performance and ensur ing compl iance. In

1939,  the New York  Stock Exchange proposed that

outside auditors be chosen by a select committee of

those officers who were not corporate officers. The SEC

first recommended the establishment of audit committee

i n  1 9 4 0  i n  A c c o u n t i n g  S e r i e s  R e l e a s e  N o . 1 9  th a t

recommended role was largely one of l iaison with the

corporation’s outside auditors. In the late 1960’s the idea

of audit committee began to attract more intense interest.

In July of 1967, the AICPA Executive Committee “Statement

o n  A u d i t  C o m m i t t e e s  o f  B o a r d  o f  D i r e c t o r s ”

recommended that publicly owned corporations appoint

audit committees of outside directors to nominate the

i ndependen t  aud i to r s  o f  a  co rpo ra t ion ’ s  f i n anc i a l

statements and to discuss the audit work with them. The

s ta tement  conta ined a  sugges t ion tha t  the aud i tors

commun ica te  w i t h  t he  aud i t  commi t t ee  wheneve r

s ign i f i can t  ques t ions  and bea r ing  mate r i a l l y  on  the

c o m p a n y ’ s  f i n a n c i a l  s t a t e m e n t s ,  h a d  n o t  b e e n

satisfactori ly resolved at the management level.

The abil ity of l isted companies to effectively verify and

safeguard f inancia l  performance is  increas ingly being

f o c u s e d  t h r o u g h  t h e  a u d i t  c o m m i t t e e .  T h e  a u d i t

commit tee is  seen as the moni tor  of  the company ’s

f inanc ia l  in tegr i ty  and in terna l  cont ro ls ;  the board’s

“structured and professional ver tical probe.” The view is

increasingly that an independent audit committee is better

situated to objectively assess the quality of a company ’s

financial disclosure and the adequacy of internal controls

than a committee that is affi l iated with management or the

board as a whole.

The independent  superv i so ry  funct ion  o f  the  aud i t

comm i t t ee  i s  a t  l e a s t  a n  imp l i c i t  r ecogn i t i on  t h a t
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management faces substantial pressures to deliver shor t-

term performance to satisfy market expectations. These

p r e s s u r e s  c a n  b e  e x a c e r b a t e d  b y  t h e  u s e  o f

compensation or other incentives focused on shor t-term

incent i ves .   An  independent  aud i t  commi t tee  w i th

adequate resources helps to overcome this problem and

t o  a l i g n  t h e  c o m p a n y ’ s  i n t e r e s t s  w i t h  t h o s e  o f

shareholders. The audit committee can also provide an

effective mechanism for the auditor to communicate in

and with the directors about these issues as wel l  as

potential ly troublesome issues at a relatively early stage

and to broach sensit ive issues in an uninhibited fashion.

The  aud i t  commi t t ee  no t  on l y  p l a y s  an  impo r t an t

monitoring role to assure the quality of financial repor ting

and corporate accountabil ity (Carcello and Neal, 2000),

but also serves as an impor tant governance mechanism,

because the  potent i a l  l i t i ga t ion  r i s k  and reputa t ion

impairment faced by audit committee members ensure

that  these audi t  commit tee members discharge thei r

responsibil it ies effectively.

The B lue R ibbon Commit tee (BRC) on improv ing the

effect iveness of Corporate Audit Committee’s (1999)

recommendation that each audit committee should have

at least one financial exper t highlights the impor tance of

the financial l i teracy and exper tise of audit committee

members.

BRC on Improving the Effectiveness of Audit Committees

(1999) considered an audit  committee a cata lyst for

effective financial repor ting (p. 20).

Among other things, the BRC recommended that the audit

committee of every l isted company should:

(1)  Have members who are “independent”;

(2)  Have members each of whom is “f inancial ly l iterate”;

(3) Have a formal char ter approved by the Board of

Directors; and

( 4 )  D i s c l o s e  i n  t h e  p r o x y  s t a t e m e n t  w h e t h e r  t h e

committee has adopted a formal char ter and fulfi l led

its responsibil it ies under that char ter.

As noted the effor ts were founded in the hope that the

committees would improve the balance of power in

auditor-management disputes. Given the wide interest in

audit committees, it is surprising that no one in either the

profess ion, or in government,  actua l ly  mandated the

establishment of the committees; that step was left to

the stock exchanges and to the over-the-counter trading

authority. In any event, audit committees have spread

geographically and by constituency, i .e. beyond private

sector  corporat ions to non-prof i t  organ izat ions and

government agencies. It is well known that the mere act

of audit committee creation is l ikely to have l itt le or no

ef fect .  Never the less ,  no organ izat ion has  mandated

specif ic committee duties, responsibil it ies, or activit ies.

However, in 1987, the National Commission on Fraudulent

Financial Repor ting (The Treadway Commission) issued a

paper on recommended audit committee activities which

ha s  become  s t anda rd  fo r  many  aud i t  comm i t t ee s

(Har rison and Lanier, 1995).  The Treadway l ist represents

a good star ting point; it requires development through

the addition of requirements that arose subsequent to

the issuance of the Treadway repor t. Moreover, numerous

commi t tees ,  as  we l l  as  ind iv idua l s ,  have pub l i shed

no r ma t i ve  p re sc r ip t i on s ,  amoun t i ng  to  v i r t u a l  j ob

descriptions for audit committees. The urge to authorship

was not emulated by the committees themselves, which,

by and large, failed to define their responsibilities. Indeed,

many corporations did not take the trouble to draft a

char ter,  i .e .  a  for mal  s tatement of  the charge,  or  to

acknowledge the existence of the audit committee in the

corpora te  by laws .  In  the  229 l a rges t  pub l ic l y  he ld

corporat ions other than banks, the specif ic funct ions

assigned to the audit committee by the ful l board varied

widely (Verschoor, 1993). In addition to the committees’

respons ib i l i t ies ,  the pre fer red qua l i t y  o f  commi t tee

members’ independence has remained uncer tain. Even

the prescr ibed number of independent directors has

varied on the basis of a corporation’s l ist ing status.

It is said that there are many ways to govern a company

and an aud i t  commi t tee i s  an  essent ia l  par t  o f  th i s

governance (Green, 1994). However, the concept of an

audit committee is not new as there is evidence provided

by Tricker (1978) that the Great Western Railway Company

had an audit committee in the early nineteenth century.

Today, the rapid emergence of audit committees is a

response to the dissatisfaction of stakeholders in the way

companies are managed. As a result, the Stock Exchange
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l i s t ing requirements in severa l  countr ies,  such as the

Uni ted States ,  Canada,  the UK,  Aust ra l ia ,  S ingapore,

Netherlands, France, Germany, Hong Kong, Japan, New

Zealand, South Afr ica, Thai land and India (Pr ice Water

house Coopers ,  1999) have g iven audi t  commit tees

predominance in managing the corporate governance.

Since 1990, attention has been given to the composition

o f  a u d i t  c o m m i t t e e s ,  t h e  i n d e p e n d e n c e  o f  a u d i t

committees (ISB, 1999), the knowledge and experience

of audit committees’ members (Blue Ribbon Committee,

1999), the financial disclosure (SEC, 1999), the interaction

and the relationship with the external auditors by audit

committees. Therefore, the functions and roles of audit

c o m m i t t e e s  a r e  b o t h  c h a l l e n g i n g  a n d  t a k i n g  n e w

directions.

Audit Committee and Independence

There are two strands of studies on audit committee

independence. The first strand of l iterature studies the

re la t ion between audi t  commit tee compos i t ion and

specif ic accounting issues. Carcel lo, Hermanson, Neal

and Ri ley (2002) examine board characteristics and audit

fees. Their results suggest that board independence and

audi t  fees are pos i t ive ly  corre lated.  They argue that

independent boards, in general , demand higher audit

qual ity beyond normal standards and, hence, auditors

need to charge higher fees. In similar studies, Carcello

and Neal  (2003) and Felo,  Kr ishnamur thy and Sol ier i

(2003) document a  pos i t ive re la t ion between audi t

committee independence and financial repor ting quality.

In general, for boards with less independent directors, it

is l ikely that their auditors only issue unmodified repor ts

on go ing-concern  i s sues .  X ie ,  Dav idson and DaDa l t

(2003) examine the role of the audit committee and the

prevention of earnings management. Xie et al. (2003) find

that boards and audit committee members with corporate

or financial backgrounds are more l ikely to associate with

firms that have smaller discretionary current accruals. Their

results suggest that f inancial exper t ise is an impor tant

f a c t o r  t o  l i m i t  e x e c u t i v e s  i n  e n g a g i n g  e a r n i n g s

management.

The second strand of l i terature examines the relat ion

between “financial exper tise” in audit committee and firm

value. Using event study methodology, Defond, Hann and

Hu (2005) examine the announcement effect of 850 newly

appointed outside directors to audit committees during

1993–2002. They find significant positive abnormal returns

around the appointment of “accounting” financial exper ts

to the audit committee, but not around the appointment

of non-accounting financial exper ts and directors without

any  f i n anc i a l  expe r t i se .  The  “ accoun t i ng ”  f i n anc i a l

exper tise in Defond et al. (2005) is defined as directors

with work experience as publ ic accountants, auditor,

principal accounting off icer, and control ler. The “non-

account ing” f inanc ia l  exper t i se inc ludes a l l  CEOs or

presidents of for-profit corporations.

Research Problem

In the wake of the increased incidence of fraudulent and

mis lead ing f inanc ia l  repor t ing ,  bus iness  fa i lu res  and

a l leged audi t  fa i lu re ,  publ ic  concern and regu la tory

init iat ives have been prominent recently regarding the

quality of f inancial repor ting and the auditor ’s role in the

financial repor ting process. Audit committees have been

considered to be a s igni f icant e lement of corporate

accountabi l i ty  and governance and engender a h igh

degree of integr i ty in the f inancial repor t ing process,

which is an essential element of efficient securities market

(Braiotta, 1994). Audit committees are well-established

institutions in the corporate financial repor ting process

and assume the responsibil ity of ensuring the accuracy

and the adequacy of the financial repor ting system. By

establishing a formal communication channel between the

board of directors and the internal and external auditors;

audit committees perform and oversight role with respect

to the internal controls, auditing and financial repor ting

process (Braiotta, 1994). However, according to Salehi

(2008b) the Iranian legis lators did not mandate audit

committee to Iranian companies. It caused the very big

problem to Iranian auditors as well as legislators. So, in

this research the authors try to i l lustrate the benefits of

such a committee to Iranian environment.

Literature Review

Audit committees serve as a bridge in the communication

network between internal and external auditors and the

board of directors, and their activit ies include review of

nominated auditors, overal l scope of the audit, results of
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t he  aud i t ,  i n t e r na l  f i n anc i a l  con t ro l s  and  f i n anc i a l

information for publication. Indeed, the existence of an

audit committee in a company would provide a crit ical

overs igh t  o f  the  company ’s  f i nanc ia l  repor t ing  and

auditing processes (Walker, 2004).

A u d i t  c o m m i t t e e  c o u l d  a l s o  e n h a n c e  a u d i t o r

independence. Knapp (1987) discovered that an audit

committee is more l ikely to suppor t the auditor rather

than management in audit disputes and the level of suppor t

i s  c o n s i s t e n t  a c r o s s  m e m b e r s  o f  t h e  c o m m i t t e e ,

regardless of whether the member is in a full-time or par t-

time position, such as corporate managers, academicians

and retired par tners of CPA firms.

In addition, audit committees could play a role in selecting

audi tors ,  determin ing the i r  remunera t ion and in  the

dismissal/retention of auditors. Goldman and Barlev (1974)

pointed out that audit committees could observe the

f i n a n c i a l  r e p o r t i n g  p r o c e s s  a n d  p r o v i d e  r e c o -

mmendations in the selection of auditors, negotiation of

fees and termination of external auditors, which would

ultimately diminish management’s power over the auditor.

An aud i t  commi t tee i s  an t ic ipated to ensure tha t  a

business organizat ion has suf f ic ient internal  controls ,

proper accounting policies, and independent external

auditors that wi l l  prevent the incidence of fraud and

promote high quality and timely f inancial statements.

Fur thermore, the existence of an audit committee was

found to have an association with the tendency to switch

from less credible to more credible auditors (Eicheneher

and Sh ie lds ,  1985) .  Kun i t a ke  (1981)  be l i eved tha t

independent directors of audit committees might have

exposure to larger and better-known CPA firms rather than

to local or regional f irms, through their involvement as

off icers or directors of other public corporations.  In

addi t ion,  Kun i take (1983) found that  there was less

frequent auditor switching in companies that had audit

commit tees than companies that  d id not have audi t

comm i t t ee s .  T he se  r e su l t s  i nd i c a t e  t h a t  t he  aud i t

committee acts as a catalyst to enhance good financial

repor ting and suppor t the role of auditors.

Fur ther,  the for mat ion of  an audi t  commit tee would

imp rove  t he  c red ib i l i t y  and  r e l i ab i l i t y  o f  f i n anc i a l

s t a temen t s  t h rough  p rov id i ng  an  a s su r ance  o f  t he

ob jec t i v i t y  o f  f i nanc i a l  s t a temen t s  to  sha reho lde r s

(Auerbach, 1973).

An active audit committee would enhance their role to

pursue the terms of reference and objectives (Treadway

Commission, 1987). The frequency of audit committee

meetings would indicate whether the committee was

active or not. Although the presence of non-executive

directors was l inked with audit committee effectiveness,

it is not guaranteed. Menon and Wil l iams (1994) pointed

out that audit committee independence did not guarantee

e f fec t i veness  un le s s  t he  commi t tee  was  ac t i ve .  I n

addit ion, Kalbers and Forgar ty (1993) suppor ted this

argument and indicated that audit committee effectiveness

would only material ize if the members were committed

to pursue their roles and duties. The Treadway Commission

(1987) suggested that audit committees should meet at

least four t imes a year.

To effectively pursue their objective, audit committees

need unambiguous ,  p rac t ica l  and f lex ib le  te rms  o f

reference, sometimes refer red to as the char ter (Mohamad

and Sori, 2001). This char ter should be deliberated on

and accepted by the board of directors that govern the

f irm’s operat ions. The char ter should be re-evaluated

periodically, sufficiently flexible to incorporate a changing

b u s i n e s s  e n v i r o n m e n t  a n d  c l e a r l y  s p e l l  o u t  t h e

responsibil it ies of the audit committee.

Several last studies have documented the various roles

of audit committees. Vanasco (1994) contended, there

seems to be a consensus among researchers in the field

and the various national and international organizations

that audit committees provide signif icant benefits to the

c o r p o r a t i o n ,  p u b l i c ,  i n v e s t o r s  a n d  r e g u l a t o r y

agencies”(p.38). He fur ther provided the most ci ted

functions of audit committees, as follows: strengthening

the internal and external audit functions, coordinating the

work of the external and internal auditors, strengthening

the position of non-executive directors, and assisting the

board of directors to ful f i l l  their legal responsibi l i t ies

(p.38). Fur thermore, audit committees are also expected

to regularly assess a company ’s risk and management’s

responses to signif icant f inancial and non-financial r isks

facing the organization. Duncan (1991) argued that audit

committees must take into account the following audit

risk assessment: (i) the major risks facing the organization;

(i i) the auditor examines the company ’s effor ts to control

these risks through contingency plans, security measures
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and other means; (i i i) the auditor compares the risks and

company responses to determine adequacies; (iv) the

auditor recommends improvements in company activit ies

in the identif ication, control and financing of crit ical r isks.

Cowan (2004) argued that r isk management is crucial to

corpora te  governance and i t  has  become the ma in

component of effective modern management. He fur ther

pointed out that the complexi ty of today ’s business

environment necessitates the committee and the entire

o rgan iza t ion  to  unders t and the  impor tance  o f  r i s k

management. Mohamad and Sori (2001) summarized an

audit committee’s responsibi l i t ies to include ensur ing

qual i ty accounting pol icies, internal controls, and the

independent and effective role of outside auditors to

dete r  f r aud ,  an t ic ipa te  f i nanc ia l  r i s k s  and promote

accurate, high quality and timely disclosure of f inancial

and other material information to the board, to the public

markets, and to shareholders.

In a review of the previous studies, DeZoor t et al. (2002)

concluded that: (i) audit committee responsibil it ies are

diverse and seem to be intensifying; (i i) the main areas of

audit committee oversight include oversight of f inancial

repor t ing, audit ing and controls; ( i i i )  audit committee

au tho r i t y  i s  a s soc i a ted  w i t h  w r i t t en  au tho r i t y  and

management suppor t. However, they pointed out several

l imitations of prior studies: (i) none of the prior studies

focus on the ult imate source of the audit committee’s

authority (i.e. board of directors) or aspects l inked with

variations in such authority; (i i) there is a lack or absence

of empir ica l  research that addresses the re lat ionship

be tween  aud i t  commi t tee  e f f ec t i veness  and  aud i t

committee authority.

Research Methodology

According to the above l iterature the objectives of this

s t udy  i s  de te rm ina t i on  o f  s i gn i f i c ance  o f  aud i t i ng

committee on auditing system and auditors’ performance

in I ran .  Some of  the impor tant  factors  that  audi t ing

commi t tee  can  a f f ec t  on  them i nc l ud ing :  f i n anc i a l

s ta tement  qua l i t y ,  f inanc ia l  in format ion cor rectness ,

a u d i t o r s ’  i n d e p e n d e n c e ,  r e g a r d i n g  a u d i t i n g  a n d

accounting standards, accounting systems of company

and effectiveness of internal auditing. Thus in this research

we concentrate of auditing committee on these variables.

Therefore, the main research question is:  do the audit

committee effects on audit practice overall in Iran? So far

accurate answer to this question, the authors design and

developed a questionnaire which it is stable for gathering

useful data. Our selected method of investigation is a

ques t i onna i r e ,  f o r  t h r ee  r e a sons .  F i r s t ,  s i nce  i t  i s

acknowledged that current theory is not well specified in

Iran, the general objective of this study is to incorporate

qualitative behavioural factors concerning audit committee

into the research design, to assess the relative influence

of each factor type. This necessitated the use of a direct

method. Second, other specific objectives necessitate

the use of direct methods to elicit non-public information.

Final ly, closed-form questions can be identif ied from the

extant auditor choice l iterature. The research instrument

was designed with close reference to the l iterature on

quest ionnaire design. The quest ionnaire contains two

par ts namely (A) bio-data and (B) this section includes

several questions regarding to the rejection/acceptance

level of audit committee affects on auditing system and

auditors performance in Iran. The questionnaire designed

to the bases of l iker t spectrum and all par ticipants were

reques ted  to  de te rm ine  deg ree  o f  ag reemen t   o r

disagreement to each question  for  assessing degree of

disagreement and agreement by l iker t spectrum  used

the range of  in teger  number f rom -2 to 2 which -2

represents highly disagreement and two represents highly

agreement to the  hypotheses  while zero represent none

of them ( They graded corneal staining using a -2  to 2

scale where -2=highly agreeing, -1=agreeing, 0=none,

1 = d i s a g r e e i n g  a n d  2 = h i g h l y  d i s a g r e e i n g ) .  T h e

questionnaires were distributed among the respondents

f r o m  t h e  f i r s t  J u l y  t i l l  2 0 t h  O c t  2 0 0 8 .  To t a l l y  1 5 0

q u e s t i o n n a i r e s  w e r e  d i s t r i b u t e d  a m o n g  t h e  3 0

accountants ,  30 audi tors ,  30 f inanc ia l  managers ,  30

financial analysers and 30 stockholders from the Tehran

Stock Exchange (TSE). The draft questionnaire was pre-

tested with the ass istance of severa l  senior business

executives and audit par tners, and the content, ordering

a n d  t e r m i n o l o g y  w a s  r e v i s e d  a c c o r d i n g l y .  T h e

ques t i onna i r e s  ( se r i a l l y  numbe red  to  pe rm i t  non -

respondents to be followed up) were accompanied by

an explanatory letter which assured the confidential ity of

responses  and re tu rn  enve lopes  were prov ided.  A

reminder letter was sent out after 10 days, with a second

reques t  (accompan ied by a  dup l ica te  copy o f  the
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questionnaire and the original covering letter) being sent

af ter a fur ther 10 days.

The Cronbach’s Alpha coeff icient was used to assess

re l iab i l i ty  of  quest ionna i re there was 0.928 for  f ina l

questionnaire.

To the bases of impor tant factor we conducted f ive

hypotheses including:

H1:    Auditing committee has affected on the quality of

financial statement.

H2:      Auditing committee affects correctness of f inancial

information.

H3: Aud i t i n g  c o m m i t t e e  af f e c t s  o n  a u d i t o r

independence.

H4 :    Aud i t i ng  commi t tee  a f f ec t s  on  aud i t i ng  and

accounting standards.

H 5 :   A u d i t i n g  c o m m i t t e e  a f f e c t s  o n  a c c o u n t i n g

mechanism.

 H6:  Audit ing committee affects on effect iveness of

internal auditing.

Results of the Study

Re su l t s  in  t o t a l ,  ou t  o f  150  ques t i onna i r e s  wh i ch

distributed among the par ticipants 95 respondents were

c o m p l e t e d  t h e  q u e s t i o n n a i r e s .  A m o n g  t h e s e  9 5

par ticipants, 72 par ticipants had accounting knowledge

(75.80 percent); the rest 15 par ticipants (24.20 percent)

had not accounting knowledge. To conclude, that the

major i ty of par t ic ipants had account ing and audit ing

knowledge.

Out of 95 par ticipants 25 par ticipants were accountants

(28.40 percent), 23 were auditors (24.20 percent), 16

were financial managers (16.8 percent), 12 were financial

analysers (12.60 percent) and 16 were stockholders.

Demographic characteristics of par ticipant are summarized

in below table (Table 1).

Table (1)  Frequency Table of  Participant

Case                   Label Frequency                 Percent

Academic Degrees Account ing  and Audi t ing 72 75.00

Other 22 25.00

Tota l 94 100.00

Job Pos i t ion Accountan t 27 28.40

Audi tor 23 24.20

F inanc ia l  Manager 16 16.80

F inanc ia l  ana lys t 12 12.60

Stockho lder 16 16.80

Tota l 95 100.00

The binomial test was first conducted to assess how many

percent of par ticipants accept the effects of independent

f ac to r s  on  dependen t  ones .  A t  t he  f i r s t  s t ep  t he

respondents who had not any idea (not agree or not

disagree) about the effect of independent factor on

dependent one eliminated and then we divided reminded

par t ic ipants into two groups inc luding agreeing and

disagreeing with hypotheses. The results revealed that 82

pa r t i c ipan t s  (88 .00  pe rcen t )  ag ree d t ha t  aud i t i ng

commit tee af fected on f inancia l  s tatement qual i ty  of

aud i t i ng ,  the re fore  the  f i r s t  hypothes i s  s ign i f i can t l y

confirmed (p<0.05). Mean degree of agreement for this

hypothes i s  was  0 .518  (SD= 0 .721 ,  95  pe rcen t  o f

confidence interval from 0.36 to 0.62).

The  resu l t s  a l so  show tha t  61  pa r t ic ipan ts  (73 .00

percent)   agree that   audi t ing commit tee af fects on

correctness of f inancia l  in format ion .  As i t  shows by

the resul ts :  th is  hypothesis is  accepted (H
2
) and mean

degree of agreement for th is hypothesis is  0.574 (SD=

0.861, 95 percent of conf idence interval  f rom 0.382 to

0.763).
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Howeve r,  r ega rd i ng  t h e  t h i r d  h y p o t h e s i s  o n l y  5 3

par ticipants (60.00 percent) agree that auditing committee

affects on independent auditor independency. Thus the

results of this hypothesis reveal  that the hypothes has

been rejected (P>0.05) and mean degree of score for

this  hypothesis  i s  0.021 (SD= 1.161, 95 percent of

confidence interval from -0.182 to 0.238).

Regarding  the four th hypothesis, the results revealed that

only 56 par ticipants agreed to this hypothesis. Then this

hypothesis conf i rmed (p<0.05) and mean degree of

ag reemen t  was  0 .1701  (SD= 0 .61 ,  95  pe rcen t  o f

confidence interval from 0.012 to 0.255).

Regarding the fifth hypothesis, the results revealed  that

majority of par ticipant agree to  the effects of  auditing

Committee on  accounting system of company.  There are

80  par t ic ipants agreed to th is  hypothes is . Then th is

hypothesis conf i rmed (p<0.05) that  mean degree of

ag reemen t  was  0 .635  (SD= 0 .625 ,  95  pe rcen t  o f

confidence interval from 0.512 to 0.765).

Abou t  t he  s i x t h   h ypo thes i s ,  t he  r e su l t s  r e vea l ed

tha t  there is a s ignif icant relat ionship between audit ing

comi t tee  ac t ions  on  the  e f fec t i veness s  o f  i n te rna l

audit ing.  The re  a r e  75  pa r t i c ipan t s  ag reed  to  t h i s

hypothes i s  (p<0.05)  and mean degree o f  ag reement

was  0 .842  (SD= 0 .76  ,  95  pe rcen t  o f  con f idence

i n t e r v a l  f r om  0 .62  to  1 .055 ) .

The results of testing hypotheses by binomial test are

showed in Table 2.

Table 2 :   Dependent variable effect on Detecting Distortions

and Test Result by Binomial Test

Hypotheses Category Frequency Observed Test Asymp. Result

prop. prop. sig.

H
1
(Qua l i ty  of  f ina - D isagree ing 11 0.12 0.5 0.000 Conf i rmed

ncia l  s ta tements) Agree ing 82 0.88

Total 93 1

H
2
(Cor rectness  of D isagree ing 22 0.27 0.5 0.000 Conf i rmed

f inancia l Agree ing 61 0.73

in format ion) Tota l 83 1

H
3
( Independenc ies D isagree ing 35 0.40 0.5 0.061 Rejected

of independent Agree ing 53 0.60

audi tors) Tota l 88  a 1

H
4
( Improv ing Disagree ing 32 0.38 0.5 0.029 Conf i rmed

audi t ing and Agree ing 53 0.62

account ing Tota l 81 1

standard)

H
5
(Account ing D isagree ing 11 0.12 0.5 0.000 Conf i rmed

 system) Agree ing 80 0.88

Total 91 1

H
6
( In terna l  audi t ing D isagree ing 12 0.14 0.5 0.000 Conf i rmed

ef fect iveness) Agree ing 75 0.86

Total 87 1

N o t e : Be c a u s e  o f  b i n o m i a l  t e s t  c h a r a c t e r i s t i c  w e  d i v i d e d  r e s p o n d e n t s  i n t o  t w o  g r o u p s  i n c l u d i n g  a g r e e i n g  a n d  d i s a g r e e i n g  a n d

e l i m i n a t e  t h o s e  o f  r e s p o n d e n t s  t h a t  h a v e n ’ t  i d e a .
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Table 3:  Mean Degree Participants Agreement or Disagreement to the

effects of Auditing Committee on Independents Factors and Other Statistics

Independent                Mean                Standard 95 Percent of

Variable              Degree               Deviation  Confidence Interval

Qual i ty of f inancial statements 0.518 0.721 0.361-0.620

Correctness of f inancial information 0.574 0.861 0.382-0.763

Independencies of independent auditors 0.021 1.161 -0.182-0.238

Regarding audit ing standard 0.1701 0.61 0.012-0.255

Accounting  system 0.635 0.625 0.512-0.765

Internal audit ing  effectiveness 0.842 0.76 0.62-1.055

Figure 1: Fridman Mean Rank of Independent Variable Affections

on Auditor Independence

R e g a r d i n g  t h o s e  p a r t i c i p a n t s  who r e q u e s t e d  t o

determine degree of  agreement or  d isagreement to

the quest ion by l iker t  spectr um, Table No. 3 represents

mean degree of agreement or disagreement according

to the i r  idea and other  s ta t i s t ics .

As shown in  the tab le ,  the audi t ing commit tee have

the  mos t  e f fec t s  on  i n te rna l  aud i t i ng  e f fec t i veness

w h i l e  t h e y  h a v e  t h e  l e a s t  e f f e c t  o n  a u d i t o r

independence in  I ran .

Because of non parametric characteristics of gathered data

the independent variable affects (auditing committee) on

dependent ones   was compared by non- parametric two-

way ANOVA (Friedman) Test too. The results showed that

three factors have no signif icant differences. The result

demonstrated in following figure (Figure 1).

As seen in  the figure too, while the  auditing committee

have the most effect on internal auditing, they have the

least effect on auditor independence in Iran.

N o t e :  P o s i t i v e  n u m b e r  r e p r e s e n t s  m e a n  d e g r e e  o f  a g r e e m e n t  w h i l e  n e g a t i v e  n u m b e r  r e p r e s e n t  m e a n  D e g r e e  o f  a g r e e m e n t
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Conclusion

Overall, the emerging literature on audit committee studies

suggests  tha t  the commit tees p lay  a  ro le  in  va r ious

accounting related issues. The overal l objective of the

audit function is to increase the credibil ity of the financial

s t a t e m e n t s .  A n  e f f e c t i v e  a u d i t  c o m m i t t e e  s h o u l d

contribute significantly its objectives. Over the past several

decades, advisory panels and regulatory bodies have

emphasized the need for effective performance of the

duties by audit committees of publicly traded companies.

The SEC has fol lowed the recommendations of these

advisory panels and made rules that later were followed

by the stock exchanges in requiring audit committees to

exercise due dil igence when carrying out their f iduciary

responsibil it ies in relation to the repor ting companies.

With the passage of the Sarbanes-Oxley Act of (2002),

the responsibil it ies of audit committees have increased

signif icantly. Since the compliance with the SOX became

mandatory after Apri l 2003 (US SEC, 2003a, b) in many

count r ies ,  unfor tunate ly  i t  i s  not  mandate in  I ran ian

environment. According to the results of this survey from

the par t ic ipants ’  v iewpoin ts  the  ex i s tence of  aud i t

commi t tee in  I r an  wi l l  a f fect  on qua l i t y  o f  f inanc ia l

statements which it is ver y impor tant to stakeholders and

c o r r e c t n e s s  o f  f i n a n c i a l  i n f o r m a t i o n .  Fu r t h e r,  t h e

par ticipants’ belief that the audit committee wil l improve

nat ive audi t ing and account ing s tandards as wel l  as

corporations accounting system. The results also reveal

tha t  the ex i s tence of  aud i t  commi t tee wi l l  improve

corporations’ internal auditing system. The authors come

to conclusion that the existence of audit committee in

Iran is very emergency. Any delay in mandating audit

committee caused very bad condition to Iranian corporate

sector.  So I r an ian  leg i s l a to rs  shou ld es tab l i sh  aud i t

committee in Iran  soon.

Key words :  Audit committee, Audit independence,

Audit quality, Iran.
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Insurance Marketing:

Waxing and Waning of Values
Sorab Sadri

n a deve loping count ry  l i ke Ind ia  which i s  mak ing a

gradual  and often spasmodic t rans i t ion f rom being a

state capitalist economy to a free market economy albeit

bo th  o f  r e t a rded  va r i e t y ,  t he

absence of a social security network

i s  g l a r i ng .  R i s i ng  unemployment

rates and the disintegration of the

jo i n t  f am i l y  s y s tem have  made

working people even more vulner-

able to the ravages of economic

exploitat ion. The poor qual i ty of

living conditions and health suppor t

systems prevailing in the lower order

of civi l society makes insurance a

highly desirable option for the well-

being of the dependent members

of the urban family.

T h i s  i s  a  p a p e r  b a s e d  o n  e m p i r i c a l  i n v e s t i g a t i o n  c o n d u c t e d  i n  We s t e r n  I n d i a  a t  a  t i m e

when  t he  I nd i an  economy  i s  i n  a  s t age  o f  t r a n s i t i on  f rom  s t a t e  cap i t a l i sm  to  f r ee  ma r ke t

cap i t a l i sm  du r i ng  t he  pe r iod  2004-2007 .  I t  t a kes  t he  7  P s  o f  se r v i ces  ma r ke t i ng  and  c ros s

v e r i f i e s  r e s p o n s e s  a g a i n s t  s e v e n  d i m e n s i o n s  o f  e t h i c a l  c o n d u c t .  T h e  t a r g e t  r e s p o n d e n t s

w e r e  l i f e  i n s u r a n c e  e m p l o y e e s  o f  b a n c a s s u r a n c e  i n v o l v e d  i n  m a r k e t i n g  l i f e  i n s u r a n c e

p o l i c i e s  t o  c u s t o m e r s  i n  t h e  u r b a n  s e c t o r.  T h e  c o m m i s s i o n s  w e r e  m o r e  i m p o r t a n t  t h a n

t e l l i n g  t h e  t r u t h  w h i l e  s e l l i n g  p o l i c i e s .  E t h i c a l  c o n s i d e r a t i o n s  w e r e  l o s t .  To  p r o t e c t  t h e

i n te re s t  o f  t he  unsuspec t i ng  c l i en t s ,  gove rnance  mach i ne r y  mak i ng  t he  i n su r ance  ma r ke t i ng

pe r sonne l  accoun t ab le  fo r  ma r ke t i ng  i s  r equ i r ed .  I n  s uch  c i r cums t ances  e t h i c a l  no rms  on

the  pa r t  o f  t he  i n su re r  a re  e s sen t i a l .   In I nd i an  l i f e  i n su r ance  i ndus t r y, i n  o rde r  to  su s t a i n  i t s

soc i a l  image  i n  a  h i gh l y  compet i t i ve  ma r ke t  whe re  even  fo re i gn  p l a ye r s  a re  s tead i l y  en te r i ng

t h e  d o m e s t i c  s c e n e ,  p e o p l e  m a n a g e m e n t  e x p e r t i s e  i s  i n e v i t a b l e .

It is clear that whoever is dealing in insurance sector must

realize that people of India have strong fascination for

sav ings .  The Sav ings  Funct ion has  t rad i t iona l l y  been

s t ronge r  t han  t he  I n ves tmen t

Function demonstrating the feudal-

mercanti l ist mindset of people in

rural India. Without a state security

cover, people would like savings to

be l inked with risk coverage and

the re fo re  i n su rance  has  a  ve ry

impor tant and a powerful attraction

for the people. This is the point

which we would like to emphasize

tha t  pub l i c  sec to r  i n su r ance

companies and, specially the LIC,

have proved that doing business in

rural India is profitable business,
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and therefore, do not confine their activities to the urban

India only.

Under such conditions it is almost vituperative to find that

a life insurance policy is being sold on the basis of half

truths and the insurer is often at sea about what vicissitudes

of nature he can be protected against and what he cannot.

The absence a proper countervailing tendency that can

act  as  a  governance mechan ism to prevent  the l i fe

insurance marketing agents from taking the unsuspecting

client up the garden path only to be dumped when the

need arises is also visible.

However, in this paper we have concentrated only on

bankassurance channe ls  for  l i fe  insurance s ince the

execu t i ve s  i n  t h i s  channe l  a r e  pa id  s t a f f  and  no t

commissioned based operatives. So the need for them to

be at least more ethical than the commission based par t

time agents is accentuated. From an initial survey prior to

this study, we found that it becomes more impor tant for

the sales team to get their bonus than it is for them to play

fair. The brand name of the company can go to blazes for

all they care as long as their coffers are well lined. This was

the  gene r a l  imp res s ion  o f  t he  two  au tho r s  who

independently worked on this problem from 2004 onwards

only to get together in 2007, compare their notes and

produce this paper. A literature survey was under taken

and the principal works are cited at the end of the paper.

Methodology and Sample

Data after pilot study was collected in three stages. Firstly

we examined responses from middle management. Then

we  va l ida ted  t h i s  t h rough  i n te r v i ews  w i t h  sen io r

management personnel in the life insurance industry.  Finally

we administered another questionnaire and sought senior

management response regarding attitudes towards ethical

dimensions. We took the 7 Ps of services marketing and

took 7 dimensions of ethical conduct against which data

was collected.

The ensuing discussion has focussed on the plight of the

not adequately informed client and thereby to highlight

some of the more significant ethical issues in the financial

services marketing mix. In par ticular, it is generally argued

that the combination of cer tain structural features in the

market for savings and investments products and gaps in

the regulatory regime suggest that there is potential for

ethical abuses in the marketing of savings and investment

products. Public interest is sacrificed at the altar of personal

gain. While there is a considerable amount of anecdotal

evidence on the nature of this problem from a consumer

perspective, little is known about industry views on the

extent to which ethical problems arise in marketing of life

insurance pol ic ies.  The l i fe insurance industry,  which

constitutes one of the major suppliers of savings and

investments products, was selected as an appropriate

environment for an examination of managerial perceptions

of the extent to which ethically questionable practices are

employed in marketing. Data for the study was collected

by means of a postal questionnaire distributed on strict

conditions of anonymity to middle management in Indian

insurance companies in September 2006. The names and

addresses of respondents were drawn from the database

generated with the help of management students who

under took their  summer projects in these companies

during the academic year 2004-05. The questionnaire

sought to collect factual information on the impor tance

attached to ethics within the respondent’s immediate

company  a long  w i t h  a t t i t ud i na l  da t a  conce rn i ng

percept ions  o f  t he  e th ica l  behav iou r  o f  i n su rance

companies. In par ticular, respondents were asked how

frequently they thought their company engaged in a series

of marketing activ it ies which have a signif icant ethical

dimension.

A first draft of the questionnaire was pilot tested on 30

insurance industry special ists and the final form of the

questionnaire was distributed to 500 named individuals,

who are middle management employees of the leading life

insurance companies in western India. Managerial functional

categories were those given in the table below. A total of

118 useable responses were received representing a

response rate of 23.6 percent .  A breakdown of the

personal characteristics of respondents has been provided

in Table 1.

As any research scholar knows every questionnaire needs

to be tested for reliability before being administered. This

was done and continuously monitored as depicted in the

tab le g iven be low. According ly,  Tab le 2 deta i l s  the

descriptive statistics of the responses gathered from 118
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Table 1:  Occupation and Characteristic of Respondents

Occupation                                     Number Characteristic No. of

                                                           Respondents

1.  Market ing/sa les 40 Male (n) 101

2.  Account ing/ f inance 16 Female (n) 17

3.  P lann ing/s t ra tegy 8 Insurance Qua l i f icat ion 92

4.  Actuar ia l 13 Average Age 29.7 years

5.  Operat iona l  S ta f f 26 Average years  in  Insurance 4.3 years

6.  Genera l  management 15 Average t ime wi th company 0.8333 years

Table 2: Descriptive Statistics and Extraction of Principal Component

Scale/Item                                                                  Measurement      Principal      Mean        Std.       Alpha

                     Component                         Dev.

PRODUCT RELATED ISSUES Mean of items 2.930 3.476 0.891

Delay in making payment of valid claims 1 = Always Do … 0.840 3.008 1.146 n.a.

Not complying with codes of practice 5 = Never Do 0.794 2.771 0.960 n.a.

Use small print clauses to camouflage the truth 1 … 5 0.666 3.127 1.005 n.a.

Not inform customers about insurance ombudsman 1 … 5 0.732 2.813 0.873 n.a.

PRICING RELATED ISSUES Mean of items 2.890 1.927 0.796

Quote higher premiums than necessary to meet targets 1 … 5 0.836 3.008 1.146 n.a.

Do not interpret commission structures to 1 … 5 0.836 2.771 0.960 n.a.

agents to avoid product bias

PROMOTION RELATED ISSUES Mean of items 3.486 1.382 0.702

Promote inappropriate and supplementary products 1 … 5 0.644 3.678 0.662 n.a.

Not inform public fully about privacy or security problems 1 … 5 0.795 3.551 0.497 n.a.

Use misleading information about competitors 1 … 5 0.493 3.229 0.574 n.a.

or make negative publicity about them.

PLACE RELATED ISSUES Mean of items 2.085 0.816 0.742

Use deceptive marketing by camouflaging 1 … 5 0.805 1.975 0.512 n.a.

the truth and using ambiguous language.

Offer unauthorized gifts to prospective customers 1 … 5 0.805 2.195 0.396 n.a.

and other people who you feel can influence decisions.

PEOPLE RELATED ISSUES Mean of items 2.008 1.782 0.708

The Insurance Company does not take adequate 1 … 5 0.872 1.992 0.529 n.a

pains to train the field sales executives about

the product and the process.

The field sales executives are not knowledgeable 1 … 5 0.738 2.220 0.414 n.a

about the product to be marketed and process involved.

Not provide adequate training for sales staff 1 … 5 0.880 1.805 0.556 n.a.

Not being transparent in rewards and recognitions 1 … 5 0.872 1.992 0.529 n.a.

Company policies not clearly communicated 1 … 5 0.463 2.034 0.581 n.a.

to those on the field.
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PHYSICAL PRESENCE ISSUES Mean of items 2.106 0.852 0.757
Branches are opened not for customer service 1 … 5 0.814 1.992 0.529 n.a.

convenience but for penetrating the market.

Overlook the serviceable locations criteria for 1 … 5 0.814 2.220 0.414 n.a.

want of high premiums

PROCESS RELATED ISSUES Mean of items 1.959 2.128 0.670
You always blame the bureaucracy 1 … 5 0.820 1.814 0.552 n.a.

and/or systems for late deliverables.

The process flow is either not communicated to 1 … 5 0.507 2.017 0.520 n.a.

those operating down the line or there is a lot of

ambiguity in it.

Long term policies are sold as shor t to  medium 1 … 5 0.766 1.924 0.507 n.a.

term policies by misinforming potential customers

Customers are kept in the dark about charges 1 … 5 0.839 2.008 0.529 n.a.

related to disclosures when physically selling

these policies.

The correct combination of insurance and 1 … 5 0.377 2.076 0.435 n.a.

investment in life insurance policy is never

disclosed to customers.

The correct combination of fund allocation with 1 … 5 0.966 1.932 0.578 n.a.

respect to investor ’s age is not discussed in

order to lure customers.

ULIP regular premium plans are sold as savings 1 … 5 0.966 1.941 0.541 n.a.

account, home loans, single premium plans and

mutual funds.

respondents. It is generally understood that the value of

Cronbach Alpha above 0.65 makes the quest ionnaire

reliable for the survey of such type. Since, the authors

were interested in studying the corre lat ion between

principal components of items/scale with the occupation

of the respondents,  the extract ion of such pr incipal

components has been presented in the Table 2.

Next we took up principal component analysis against the

findings of the 7 Ps of services marketing enumerated in

the table above. The descriptive statistics merely reveals

that ethical violations are the norm. We then extracted the

principal components to study the correlation with respect

to occupat ions of  the respondents which are being

detailed below. Accordingly, for the study of cor relation

following components were considered:

Having taken into consideration the most prevalent ethical

violations we correlated them with respect to occupation. We

found that the correlation between item D and item E of Table

3 was highly and positively correlated. That means correct

combination of fund allocation with respect to investor ’s age

is not discussed in order to lure customers much the same

way in which as ULIP regular premium plans are sold as savings

account, home loans, single premium plans and mutual funds,

simply to fulfil the targets of the company. This essentially

highlights the fact that unethical practices are plentifully

involved in marketing of life insurance in India.

Table 3: Principal Components Item-wise

A Delay in making payment of val id claims

B Not inform public ful ly about privacy or security problems

C Not provide adequate training for sales staff

D The correct combination of fund allocation with respect to investor ’s age is not discussed in order to lure customers.

E ULIP regular premium plans are sold as savings account, home loans, single premium plans and mutual funds.
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Table 4: Correlations

A  B  C   D E           Occupation

A Pearson

Correlation 1 .051 .003 .103 .083 -.016

Sig. (2-tai led) . .581 .978 .266 .373 .864

N 118 118 118 118 118 118

B Pearson

Correlation .051 1 -.010 .041 .058 -.059

Sig. (2-tai led) .581 . .913 .656 .530 .525

N 118 118 118 118 118 118

C Pearson

Correlation .003 -.010 1 -.173 -.123 -.053

Sig. (2-tai led) .978 .913 . .061 .185 .567

N 118 118 118 118 118 118

D Pearson

Correlation .103 .041 -.173 1 .935(**) -.094

Sig. (2-tai led) .266 .656 .061 . .000 .313

N 118 118 118 118 118 118

E Pearson

Correlation .083 .058 -.123 .935(**) 1 -.084

Sig. (2-tai led) .373 .530 .185 .000 . .363

N 118 118 118 118 118 118

Occupation Pearson

Correlation -.016 -.059 -.053 -.094 -.084 1

Sig. (2-tai led) .864 .525 .567 .313 .363 .

N 118 118 118 118 118 118

**   Co r re l a t ion  i s  s i gn i f i c an t  a t  t he  0 .01  l eve l  (2 - t a i l ed) .

Also, 89 percent of respondents indicated that their

company had a formal statement of its ethical stance and

over hal f  (52 percent) indicated that the company ’s

mission statement included reference to ethical practices

and behaviour. However, we were surprised that not a

single respondent could tell us what the ethical stance

was! This goes to indicate that at the point of sale, in the

life insurance industry, ethics does not feature high in the

individual’s preferential calculus. We followed an analysis

of the questionnaire with a one-to-one interaction with

20 respondents from senior management cadres, who

were not the strategic decision makers. This statistic works

ou t  to  16 .67  p e r c e n t   o f  t he  to t a l  ques t i onna i r e

r e s p o n s e s .  C a r e  w a s  t a k e n  t o  c h o os e  t h e s e  2 0

respondents  (a lbe i t  r andomly )  bu t  f rom those  not

included in f i l ing the questionnaire. This was to enable us

to reinforce our f indings which we did.

In the process, we continued to unravel the reason for

such uneth ica l  marke t ing  pract ices  preva len t  in  l i fe

insurance segment in western India. When we asked how

was it that they could not tel l  us the ethical stance or

policy, we did not get a satisfactorily reply. The following

table indicates the means or methods of communicating

ethical practices employed by l i fe insurance companies

towards their employees who go and sell their products.

This data was deduced directly from the administered

quest ionnaire.

Insights gleaned from examining middle management and

senior management responses confirmed two things: (a)

T h e  r e s p o n d e n t s  w e r e  i n v o l v e d  i n  g r o s s  e t h i c a l

violat ions in their day to day working and (b) they were

either unaware of or did not bother to remember what

the company ’s stance on ethics was.
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Table 5: Percolation of Policies

Method of Communication Number Citing

Shor t t ra in ing courses 39

Company newsletters 11

Staf f  br ief ings 9

Via l ine managers 13

Not at  a l l 46

Tota l  in Sample 118

Table 6: Descriptive Statistics of Strategic Decision Makers

Mean                     Std. Deviation  N

1. Honesty 1.9746 .51411 118

2. Carefulness 3.0085 1.15096 118

3. Openness 3.5508 .49953 118

4. Freedom 1.9915 .53102 118

5. Education 1.9322 .58073 118

6. Oppor tunity 3.2288 .57603 118

7. Respect for Subjects 2.2203 .41624 118

Coming to the question of nailing down the precise ethical

norms set by these companies we interviewed the HR

Managers of these companies and in the process the

following generalised definitions emerged. These give us

some insight on how the strategic decision maker thinks

and what (subjective) values he attaches to these norms.

(1) Honesty – Employees must not fabricate, falsify,

o r  m i s represen t  da ta ,  o r  resu l t s  o f  pas t  o r

expected future performance benchmarks. They

should be objective, unbiased, and truthful in

passing the information to the stakeholders and

customers.

(2) Carefulness – It means avoiding errors, especially

while presenting result or projections.

(3) Openness  –  I t  means  sha r i ng  da ta ,  resu l t s ,

methods, ideas, techniques, and tools to allow

the review of analysis and be ready for criticism

and new ideas.

(4) Freedom – Free to conduct the research on any

problem or hypothesis so that new ideas may

freely flow to criticise the older ones.

(5) Educat ion – Employees or ienta t ion must  be

customer minded so that they may educate the

customer and train their subordinates about the

science of insurance.

(6) Oppor tunity – Employees must not unfairly deny

to themselves the oppor tunity to use resources

or advances in the profession of insurance.

(7) Respect for Subjects – When in the business of

insu rance,  the  employees  must  respect  the

concept of insurance in so far as the customer

should fairly benefit.

The scale of the investigation was again kept Liker t [1 =

Always Do … 5 = Never Do]. High values of standard

deviation for Carefulness was undesirable, however, the

remarks on account of Honesty, Freedom, and Education

were not seen in line with the responses from the middle

managers as found to be claimed by the HR Manager



SCMS Journal of Indian Management ,  Apri l - June, 2009.                                                                                                              88

A Quarterly Journal                                                                                                                                                Published by SCMS-COCHIN

representing strategic decision makers. Also, the mean on

account of Openness was not found to be satisfactory.

Conclusion

Based on this investigative study i t  i s  found that the Indian

customer is being shor t changed by the l i fe insurance

executives (paid employees). This is because for them

incentives and bonuses have a higher value premium than

ethical conduct of business. What is worse is that senior

management in the industry seems oblivious of this fact.

This paints a bleak picture of the industry and exposes the

underbelly of peripheral capitalism of a retarded variety.
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Elaborate Servicescapes:

Spatial Dimensions
Ajith Paninchukunnath

B i t ne r  (1992)  p roposed  a  t ypo logy  o f  se r v i ce  o rgan i za t ions  and    se r v i cescape  d imens ions .

The  d imens ions  o f  t he  phys i ca l  s u r round ings  i nc l ude  a l l  ob jec t i ve  phys i ca l  f ac to r s  t ha t  can

be  con t ro l l ed  by  t he  f i rm  to  enhance  (o r  cons t r a i n )  emp loyee  and  cu s tome r  ac t i on s  and

were  iden t i f i ed  a s  amb ien t  cond i t i ons ,  spa t i a l  l a you t  and  f unc t iona l i t y ,  and  s i gn s ,  s ymbo l s ,

a n d  a r t i f a c t s .  T h e  p r e s e n t  p a p e r  i s  a n  a t t e m p t  t o  r e v i e w  t h e  l i t e r a t u r e  s p e c i f i c  t o  t h e

e n v i r o n m e n t a l  d i m e n s i o n s  o f  s e r v i c e s c a p e .  A n  e m p i r i c a l  s t u d y  d o n e  a m o n g  s e r v i c e

consumer s  who  a re  s a t i s f i ed  w i t h  t he  se r v i ce  encoun te r  shows  t ha t  i n te r io r  o f  t he  se r v i ce

s e t t i n g  i s  m o r e  i m p o r t a n t  a n d  e s s e n t i a l  e v i d e n c e  i s  m o r e  i m p o r t a n t  t h a n  p e r i p h e r a l

e v i d e n c e .  T h e  r e s e a r c h  i d e n t i f i e d  t h r e e  s e r v i c e s c a p e  d i m e n s i o n s  f o r  e l a b o r a t e

s e r v i c e s c a p e s .

ooms and B i tne r  (1981)  sugges ted tha t  se rv ice

organizations need to augment the four Ps of marketing

with three additional elements. The services marketing

mix adds three new Ps – participants, physical evidence and

processes of  ser v ice assembly.  P ioneered by B i tner,

‘servicescape’ has gained much

importance in service’s research

l i terature.   Character is t ics of

serv icescape can lead to

behav ioura l  responses  l i ke

approach or avoidance. The

present paper is an attempt to

review the literature specific to

the environmental dimensions of

servicescape such as ambient

condi t ions ,  space/ funct ion

characteristics, signs, symbols,

and ar t i facts. The paper also

repor ts the empirical findings of a study done among service

consumers.

For service organizations, the service environment can be

likened to the packaging of tangible products.  The physical

facilities form the customer ’s first

impression regarding the quality

and type of service produced in

addition to building up expe-

ctations. The physical evidence

helps to define the service for

the customer and can serve to

guide customers through the

serv ice process .  Phys ica l

evidence is impor tant in making

services seem tangible and thus

easier for customers to evaluate

the service delivery. Since the
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physical evidence contributes to how customers think about

the organization, it must be designed and managed to achieve

marketing objectives.

Literature Review

Physical Evidence

The physical evidence refers to everything tangible.  It affects

the consumer ’s service experience throughout the duration

of the service encounter. When a customer enters a service

system, the interactions with the service personnel and service

environment can be thought of as filters through which the

service experience is understood. This means that the service

environment, which includes the design and atmosphere of

the organization, must be managed as it is here that the

customer ’s perceptions of the organization begin and in

some cases end.

Physical evidence has been defined (Zeithaml and Bitner 2003,

p.25) as: The environment in which the service is delivered

and where the firm and customer interact, and any tangible

components that facilitate performance or communication

of the service.  The physical evidence of a service then

includes any tangible representations of the organisation,

including the physical facility or building where the service is

offered, s igns and equipment, brochures, letterhead,

business cards and even billing statements. Physical evidence

provides the opportunity for the organisation to send the

message they want regarding the organisation’s purpose and

nature of the service.

The impor tance of physical evidence to how a customer

thinks about a service has been recognized for some time.

As early as 1977 Shostack (1977, p.77) commented that:

...service images and service realities appear to be shaped to

a large extent by the things that the customer can comprehend

with their five senses - tangible things ... [and] when a customer

attempts to judge a service, par ticularly before buying it, that

service is known by the tangible clues, the tangible evidence

which surrounds it.

As we can see, physical evidence is extremely far reaching as

it is made up of anything tangible that the customer comes

into contact with during the service experience.  It is also

very impor tant to organizations as the tangible evidence

offsets the intangibility characteristic of services. Therefore

the service provider is seeking to make the service more

tangible by creating physical evidence.

Types of Physical Evidence

There are two types of physical evidence - Peripheral evidence

and Essential evidence (See Fig.1).

Peripheral (can be possessed

by the customer)

Figure 1:  Peripheral and Essential Evidence

1. Peripheral evidence –This type of evidence can actually

change hands during the service transaction as in the

purchase of an airline ticket and confirm the service. They

can also include items which are complementary to the

service itself. Examples include free pepsi with a meal,

toiletries and chocolate in hotel rooms, newspapers and

Essential

(can not be
possessed by
the customer)
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magazines for airline passengers. Peripheral evidence is not

the true service product; instead it confirms the existence or

completion of a service.

2.  Essential evidence –This type of evidence is integral to the

service. They will not normally be owned by or passed on

to the customer. Examples include facilities offered by the

service provider, equipments used to deliver the service

etc.

Peripheral evidence and essential evidence have been

identified by Shostack (1981) as being:

... that which cannot be possessed by the customer as part

of the service but it contributes to the overall ambience of

the service environment. Examples of essential evidence

include the buildings, furnishings, signage, layout, background

music, even employees and their uniforms are considered

part of the essential evidence.

... items which are actually possessed by the client as part of

the service. The variety of peripheral evidence is enormous

but includes such things as a credit card, a cheque book, an

admission ticket, a souvenir post-card and invoices and

statements.

In general, marketers have more difficulty with essential

evidence because it often requires the skills of architects

and interior designers. The problem is that professional

designers, although understanding the aesthetics of design,

may have no experience in understanding the package of

customer needs in an organization. The quality and the

standards of the essential evidence will be a major influence

in the customer ’s purchase decision.

Atmospherics

Atmospherics is the conscious design of space to create

cer tain effects on buyers and is based on an organization’s

atmosphere being understood through the five senses- touch,

sight, taste, smell, hearing. For example, in terms of the sense

of sight, lighting is very impor tant for setting the mood in a

service environment.

However, atmospherics has a limitation in that it is a simple

stimulus-response model, which assumes that certain target

groups will react the same way to a particular stimulus, and

that the response is involuntary. This limitation results in the

inabi l i ty  of  a tmospher ics being able to expla in how

consumers can selectively screen out specific stimuli and

form impressions of a service based on relat ively few

characteristics.

Environmental stimuli as having an informational component,

is processed by customers, as well as a physical component.

This new field is called environmental psychology which is

an extension of atmospherics because it provides the link

between social variables and environmental variables.

Servicescapes (Physical Environments)

Servicescape is a concept that was developed by Booms

and B i tner  to emphas ize the impact  of  the phys ica l

environment in which a service process takes place. Booms

and Bitner defined a servicescape as “the environment in

which the service is assembled and in which the seller and

customer interact, combined with tangible commodities that

facilitate performance or communication of the service”

(Booms and Bitner, 1981).  Servicescape is also called service

setting.

Physical evidence consists of servicescape combined with

the tangible elements, so servicescape is a par t of physical

evidence. Servicescape along with other tangibles l ike

business cards, stat ionar y, bi l l ing statements, repor ts,

employee dress, uniforms, brochures, web pages and vir tual

servicescape forms the ‘Physical Evidence’ in marketing of

services. Servicescape may be likened to ‘landscape.’ It

includes faci l i t ies exterior ( landscape, exterior design,

signage, parking, surrounding environment) and facilities

interior (interior design and decor, equipment, signage,

l a you t ,  a i r  qua l i t y ,  t empe ra t u re  and  amb i ance ) .

Servicescapes play an impor tant role, both positive and

negative, in customers’ impression formation (Bitner, 1992).

The servicescape framework illustrates that the environment

is made up of a combination of environmental dimensions

including ambient conditions (temperature, music), space/

funct ion ( layout, furnishings),  and s igns, symbols and

ar tefacts (signage, style of decor). In this framework the

behaviour of employees and customers is mediated by

three responses - cognitive, emotional and physiological.

This means, in contrast to previous models, par ticipants
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are seen as having voluntary responses as well as being

active information processors.

Roles of Physical Evidence

Service firms should manage physical evidence with respect

to roles (Bitner 1992). The various roles are:

♦ Packaging - Apar t from functional reasons, it can

contribute to image (positive or negative). Positive

image can reduce perceived risk levels associated

with purchase.

♦ Facilitator - Helps in facilitating the flow of service

delivery process. It can also act as a facilitator by

either adding or hindering the abilities of employees

and customers in performing their activities during

co-production of service. Provide information to the

consumer about the offerings, prices, policies and

rules through signage, menus, brochures etc…

♦ Socialization - Help individuals to adapt to the

values, norms and the required behaviour pattern

of the organization. Provide space and opportunity

to interact with consumers.

♦ Differentiation - Help in differentiating the firm from

other service providers. Can help in attracting new

market segments.

Framework for Understanding Physical Evidence

The SOR Model

Environmental psychology can help in the use of physical

evidence to create service environments. The SOR model

shown in Fig.1 helps in explaining the effects of service

environment on consumer behaviour.

Figure 2:  Three Components of SOR Model (Donovan et. al. 1982)

The SOR model has three components:

♦ Stimuli-Various elements of physical evidence

♦ Organism-Recipients of stimuli (Both employees and

customers)

♦ Response or outcome-Behaviour of approach or

avoidance (of service setting)

The response to the set of stimuli is influenced by the

emotional states of pleasure-displeasure, arousal-non-

arousal, and dominance-submissiveness. Pleasure-displeasure

reflects the extent to which the consumers feel satisfied with

the service experience. The arousal-non-arousal refers

whether they feel excited and stimulated about the service.

The dominance-submissiveness reflects the degree to which

consumers and employees feel in control and are able to act

freely within the service environment.

The approach/avoidance behaviour is the consumer response

to the set of environmental stimuli and is characterized by

the following behaviour patterns:

♦ A desire to stay (approach or avoid) the service

establishment

♦ A desire to fur ther explore and interact with the

service environment (approach) or a tendency to

ignore it (avoidance)

♦ A desire to communicate with others (approach)

or to ignore the attempts of service providers to

communicate with customers (avoid)

♦ Fee l ings  of  sa t i s fac t ion (approach)  or

disappointment (avoidance) with the serv ice

experience.

Approach or
avoidance
responses

Envrionmental
stimuli

Emotial states

Pleasure

Arosual

Domestic
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Servicescape Framework

The Serv icescape provides a v isua l  metaphor for  an

organization’s total offering. Servicescapes play an impor tant

role in many service organizations in that they provide a ûrst

impression, before customers have a chance to interact with

service employees. Therefore, these servicescapes are an

impor tant element that customers will use to guide their

beliefs, attitude, and expectations of a service provider.

Customers interact with the physical facility continuously, an

experience that outweighs their interactions with service

employees.

Bi tner (1992) has offered an integrat ive network that

incorporates atmospherics and environmental psychology.

The holistic service environment is called a servicescape. As

against atmospherics and environmental psychology, the

servicescape framework recognises the impor tance of

physical surroundings on employees as well as customers.

Exploratory Research -The Context

Bitner’s Classification- Typology of Services and

Servicescapes

Bitner (1992) proposed a typology of service firms by

categorizing service organizations on two dimensions that

capture impor tant differences in the management of the

servicescape. Firms that share a cell within the matrix face

similar issues related to the design of their physical spaces.

The vertical dimension relates to who is performing actions

within the servicescape—the customer, or the employee, or

both. One extreme is represented by the “self-service”

organization in which few if any employees are present and

the level of customer activity is high. At the other extreme is

the “remote service” where there is little or no customer

involvement in the servicescape and sometimes even little

employee involvement, such as in fully automated voice

messaging services.   “Interpersonal services” are positioned

between the two extremes. In those organizations, both

customers and employees are present and performing actions

within the servicescape.

In interpersonal servicescapes, special consideration must

be given to the effects of the physical environment on the

nature and quality of the social interaction between and among

customers and employees.  The horizontal dimension

captures the complexity of the servicescape. Some service

environments are very simple, with few elements, few spaces,

and few forms. They are termed “lean” environments.

For lean servicescapes, design decisions are relat ively

straightforward, especially in self-service or remote service

situations in which there is no interaction between customers

and employees. Other servicescapes are very complicated,

with many elements and many forms. They are termed

“elaborate” environments. An example is a hospital with its

many floors, rooms, sophisticated equipment, and complex

variability in functions performed within the physical facility.

In such an elaborate environment, the full range of marketing

and organ iza t iona l  ob ject ives  theoret ica l l y  can be

approached through careful management of the servicescape.

For example, a patient’s hospital room can be designed to

enhance patient comfort and satisfaction while simultaneously

facilitating employee productivity.

Though Bitner ’s model shares similarities with other models

like Mehrabian and Russell (1974), it is unique in its breadth

of synthesis. Mehrabian and Russell focus on emotional

responses only.

Interpersonal Services with Elaborate

Servicescapes (Bitner 1992)

1. Health clinic

2. Hospital

3. School/College

4. Bank

5. Airline

6. Hotels

7. Restaurants

Author has added the 8 th one to this list. It is the organized

retail outlets since they also share the same characteristics.

Objective

In interpersonal services with elaborate servicescape and in

situations of satisfying service encounters:
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♦ Explore the dominant physical evidences

♦ Explore the dominant dimensions among physical

evidences

♦ Check the reliability of dimensions and the total scale

Operational Definitions

♦ Satisfying service experience  -  A post

consumption state of the customer resulting from a

pleasant service encounter.

♦ Service setting elements - The elements in the

environment in which the service is provided to the

customer, both interior and exterior.

Service Setting

Categories and Operational Definitions

Interior - Elements of ser vicescape like Design, Décor,

Equipment, Signage, Layout, Air Quality, Temperature, Noise,

Music, Odor, and Cleanliness present inside the service

setting.

Exterior - Elements of servicescape like Design, Signage,

Parking, Landscape visible to the customer before entering

the service setting.

Other tangibles - Elements within the service setting  like

Business card, Stat ioner y,  B i l l ing statements,  Repor ts ,

Employee dress/Uniform, Brochures, Web Pages used during

service delivery.

Item Development

To explore the dominant physical evidences in interpersonal

services with elaborate servicescape literature review and

interviews with service customers were conducted. Based

on this, 23 items were generated and the same was used to

make the   questionnaire (see Table 1). Seven point liker t

scale was used with anchor points highly dissatisfying=1 to

highly satisfying = 7.

Table 1

Sl.No Items to measure Service Setting

1 The design of the inter ior

2 The décor of the inter ior

3 The equipments in the inter ior

4 The signage(name board ,notice board etc..) of the inter ior

5 The layout of the inter ior

6 The air qual i ty of the inter ior

7 The temperature of the inter ior

8 The noise in the inter ior

9 The music in the inter ior

10 The odour of the inter ior

11 The cleanl iness of the inter ior

12 The l ight ing of the inter ior

13 The design of the exter ior

14 The signage(name board, notice board etc..) of the exter ior

15 The parking of the exter ior

16 The landscape of the exter ior

17 The business card they gave

18 The stat ionery they used

19 The bi l l ing statement they gave

20 The repor ts they gave

21 The dress/uniform of employees

22 The brochures they showed

23 Their website
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Table 2

Parameter      Categories                  Frequency                 %

Gender Male 133 44.3

 Female 167 55.7

Age (years) 20 – 30 174 58

 31 – 40 40 13.3

 41 – 50 47 15.7

 51 — 60 35 11.7

 Above 60 4 1.3

Education Plus 2 33 11

 Degree 119 39.7

 PG 145 48.3

 Doctorate 3 1

Occupation Student 145 48.3

 Employee 90 30

 Bus iness 27 9

 Housewife 38 12.7

Annual Family Income in Rs. Less than 100,000 55 18.3

 100,001 – 200,000 111 37

 200,001 – 300,000 75 25

 300,001 – 400,000 28 9.3

 400,001 – 500,000 12 4

 500,001 and above 19 6.3

Industries Health clinic 2 0.7

 Hospital 40 13.3

 Retail outlet 68 22.7

 Bank 62 20.7

 College/Institute 56 18.7

 Airline 23 7.7

 Hotel 23 7.7

 Restaurant 26 8.7

Ta b l e  3

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.         0.864

Bar t lett ’s Test of Sphericity Approx. Chi-Square 1259.56

df 55

Sig. 0

Extract ion Sums of Squared Loadings Variance-Cumulat ive % 65.727

Rel iabi l i ty Stat ist ics Cronbach’s Alpha(11 items) 0.853
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Table 5

Table 4:  Pattern Matrixa

Items Factor 1 Factor 2 Factor 3

The décor of the inter ior was 0.766   

The equipments in the inter ior was 0.872   

The signage(name board, notice board etc..) of the interior was 0.771   

The layout of the inter ior was 0.785   

    

The noise in the inter ior was  0.625  

The music in the inter ior was  0.899  

The odour of the inter ior was  0.698  

    

The business card they gave was   0.63

The stat ionery they used was   0.751

The bi l l ing statement they gave was   0.855

The repor ts they gave were   0.745

Ex t r ac t ion  Me thod :  P r i nc ipa l  Componen t  Ana l y s i s .

Ro t a t i on  Me thod :  P romax  w i t h  Ka i se r  No rma l i z a t i on .

a .  Ro t a t i on  conve rged  i n  6  i t e r a t i on s .

Sl.No. Dimensions Items to measure Service Setting Cronbach’s

      Alpha

1 The décor of the inter ior was  

2 The equipments in the inter ior was  

3 The s ignage(name board ,not ice board etc. .)

of the inter ior was  

4 Inter ior The layout of the inter ior was

0.852

5 The noise in the inter ior was  

6 Ambient The music in the inter ior was  

7 condit ion The odour of the inter ior was

0.706

8 The business card they gave was  

9 The stat ionery they used was  

10 Other The bi l l ing statement they gave was  

11 Tangibles The repor ts they gave were

0.77
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Data Collection

Data was collected from 300 urban service consumers in

the Kochi city area of the Ernakulam distr ict of Kerala.

Cluster sampling method was adopted to collect the data.

Questionnaire was administered by visit ing the houses.

Respondents were any adult who are above the age of 20

and has consumed any one of the eight interpersonal

services in the past few months.

Data Analysis

Demo profile of the respondents is as given in the table

(see Table 2).

Exploratory Factor Analysis

EFA done on 23 items initially gave five factors. With a KMO

of 0.864, EFA was justified on the sample. The oblique

rotation method used was Promax since there is no proof

to assume that the items and dimensions are or thogonal.

After deleting items with high correlation, cross loading

etc.., eleven items were retained which converged to 3

factors? The three factors together explained 65.7 percent

of the variance. The factors were named as interior, ambient

condition and other tangibles. Rel iabil i ty Statist ics was

good wi th Cronbach’s  A lpha (11 i tems) 0 .853 (see

tables 3 to 5).

Findings

The interior aspects like décor, equipments, signage and

layout emerged s igni f icant .  Consumers rated ambient

condition like noise, music and odour more impor tant than

air quality, temperature, cleanliness and lighting. Exterior

aspects like design, parking signage and landscape did

not emerge as an impor tant dimension. Among items in

the other tangibles dimension, business card, stationery,

b i l l i ng  s ta tement  and repor ts  emerged as  the most

impor tant. Dress/uniform of employees, brochures and

website was not considered impor tant by consumers. Of

the eight tangible elements found dominant, three are

per iphera l  ev idence.  They are bus iness card,  b i l l ing

statement and repor ts. The remaining five are essential

evidence namely – stationery, layout, signage, equipment

and décor.

Conclusion

This research has identified three dimensions which are

impor tant from the consumers’ perspective in the context of

face to face services in elaborate servicescapes.  Managers

of interpersonal service organizations should focus more on

interior of service settings than exterior. Ambient conditions

l ike noise, music and odour are more noticed by the

consumers and should receive more attention. Tangible items

like business card, stationery, billing statement and repor ts

are also very important. Future research can focus on impact

of service setting dimensions on overall service satisfaction.

Similar study can be carried out among dissatisfied customers

in similar context.

Key words – Physical evidence, Elaborate servicescape,

Interpersonal services, Exploratory Factor Analysis
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n the present scenario the role of an accountant has

been changed to a business consultant and f inancial

adviser rather than one should have expected him to do

in the past .  This book provides prevai l ing manager ia l

accounting concepts and management process to the

management accountants to perform their role as a key

player in their work place.

Managerial accounting is concerned with the provisions

and use of accounting information to managers within

organizations, to provide them with the basis to make

informed business decisions that wil l al low them to be

bet te r  equ ipped in  the i r  management  and con t ro l

f unc t ions .  Advanc ing  t he  ro le  o f  t he  Managemen t

accountant as a strategic par tner and provider of decision-

based financial and operational information; management

accountants are responsible for managing the business

team and at the same time having to repor t relationships

a n d  r e s p o n s i b i l i t i e s  t o  t h e  c o r p o r a t i o n ’ s  f i n a n c e

organization.

The concept of presenting the focus companies creates

value addit ions in the present business condit ions by

bringing the real world examples to the students. The

concepts such as environmental cost management and

t h e  S a r b a n e s - O x l e y  A c t  h a v e  b e e n  a d d e d  a s  a

management tool. The book focused to narrate managerial

accounting topics in manufacturing and service–industry

i n  o r d e r  t o  u n d e r s t a n d  t h e  n a t u r e  o f  a l l  t y p e  o f

Organizations.

The contents and examples written in the book express

how the field of management accountants is changing;

emphasize how the concepts are actual ly used in the

present business environment. The managerial accounting

practices of wel l-known, real world organizat ions are

highlighted in most of the chapters.

Th i s  i s  not  the  book tha t  o f fe rs  the  typ ica l  way o f

presenting numerical examples in managerial accounting

rather this is the book which explains the subject by

presenting the real world examples of focus companies

and compare it with contrast companies which in most

cases will feature an industry different from that of a focus

company and also suppor ted by i l lustrations from Indian

companies to bring in contextual famil iarity.
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The relevance of this book to the managers is that the

topics open up the possibil ity of developing the ar t of

internal control over the financial repor ting. In the present

dynamic business environment the role of managers is to

provide vital information’s to the top management and

exercise an effective internal control system.

T h e  m o d u l e  p r o v i d e s  f a m i l i a r i t y  i n  s p r e a d s h e e t

applications to the managers in reaching the decisions

from lot of data that too in a shor t t ime.  The emerging

and contemporary topics in Activity-based costing, target

costing and value chain analysis are explained with the

suppor t of practical examples from the industry. The new

edit ion discusses the impor tance of using accounting

information in decision-making in Par t IV, Chapter 14-16

on the role of a managerial accountant. Also the author

has taken effor ts to explain the traditional topics in actual

case  scenar io .  In t roduct ion  o f  ba lanced scorecard

techniques helps managers to l ink today ’s actions with

the achievement of today ’s priorit ies.

Introduction to financial planning models and their use to

managers in the real world of uncer tainties create much

mileage to this book.  The author has taken sincere effor ts

in i l lustrating the impor tance of allocating suppor t activity

costs and explored its role in an Organization’s overal l

managerial accounting system.

Overall the book is useful for reference except the few

improvements noted are:-

1. Cer tain topics that are vital in the dynamic

business environment, such as life cycle cost

ana lys is  and lean account ing,  have been

ignored

2. Lack of solved numerical examples, which

helps the students to practise the theoretical

applications with a self-attempt.

In general the authors offer a clear writing style that has to

be praised and highly recommended to the professionals.

To great extent  the topics covered helps the management

accountants to perform their  role as “value-creators”

amongst the accountants.

Ronald  W.Hil ton ,  a  p ro f e s so r  o f  Accoun t i n g  a t

Cornel l  Univers i ty ,  he handled the areas of manager ia l

account ing  and cos t  management  sys tems .  He i s  a

member of the Inst i tute of Management Accountants

and  ha s  been  ac t i ve  i n  t he  Ame r i c an  Accoun t i ng

Assoc ia t ion .   G.Ramesh  i s  Assoc ia te  pro fessor  o f

C e n t e r  f o r  Pu b l i c  Po l i c y  o f  I n d i a n  I n s t i t u t e  o f

M a n a g e m e n t ;  B a n g a l o r e .   H e  s p e c i a l i z e s  i n  C o s t

M a n a g e m e n t ,  M a n a g e m e n t  C o n t r o l  S y s t e m s  a n d

Pe r fo rmance  Management .   Jayadev Madugula  i s

work ing as Associate Professor of F inance and Control

area of Indian Inst i tute of Management,  Bangalore.  He

has  pub l i shed papers  in  pro fess iona l  and resea rch

journa ls  in the areas of account ing,  bank ing and r isk

management  and presented papers  in  na t iona l  and

internat ional  seminars .

Mini K.Kuzhuvelil
Assistant Professor-F inance, SCMS-COCHIN,

P r a t h ap  Naga r,  Mu t tom ,  A l u va -683  106 ,

Coch in ,  Ema i l :  m in i ramnath@yahoo.co. in ,

mini@scmgroup.org
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Framework, Technologies and

Applications

Author : Bharat Bhasker

Edition : Third-2009

ISBN-13 : 978-0-07-026432-8

Pages : 468

Publisher : Tata McGraw-Hill Publishing

Company Ltd., New Delhi.

he Book explains the managerial issues that change

from tradit ional  business to electronic commerce

and focus on addressing the technological issues

related to electronic commerce. The strength of the book

is that for each of the preceding subject, it discusses

not only theory, but the actual situation in the industry.

The book is divided into 15 chapters, each of which is

devoted to a par t icular aspect of gett ing a business

online.  Each chapter provides with a wealth of basic

and introductory information. The Chapter 1 covers the

evolut ion of  e lect ron ic commerce,  i t s  components ,

history, differences between traditional and electronic

business. The Chapter 2 covers the driver forces for the

electronic commerce. This chapter star ts with business

considerations, technology consideration, growth of the

Internet, and follows them by the growth of electronic

commerce .  The  chapte r  exposes  the  readers  to  a

taxonomic survey of the various business models.

T h e  C h a p t e r  3  c o v e r s  A r c h i t e c t u r e  f o r  e l e c t r o n i c

commerce. In this chapter the reader wil l read about the

type of business transactions, form of payment, electronic

data Interchange (EDI), electronic fund transfer (EFT), and

impo r t an t  s ecu r i t y  cons ide r a t i on s .  T he  Chap te r  4

introduces architectural elements and the framework of

e lect ron ic commerce through bus iness  serv ice,  and

public policy infrastructure. The Chapter 5 explains various

building blocks of a network infrastr ucture – L AN, WAN,

Internet, TCP/IP protocols that form the foundation of the

electronic commerce framework. The Chapter 6 explains

to the reader  how message  is transmitted and received

through protocols such as FTP, HTTP and SMTP.   The chapter

7 briefly talks about how the Internet works, basic Internet

components ,  enab l ing  too l s  (HTML ,  Dynamic  HTML ,

DHTML, CGI scripts and VRML). The Chapter 8 wraps up

a n d  s e c u r i n g  t h e  b u s i n e s s  o n  In t e r n e t  w i t h  t h e

infrastructure secur i ty considerat ion (secur i ty threats,

security mechanisms, Firewalls and data security).

The Chapter 9 explains the encryption techniques such

as public key infrastructure, digital cer tif icates and digital

Skimming and
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signature for creating trusted electronic market place. The

Chapter 10 addresses various available online payment

mechanisms and compares several payment systems. The

Chapter 11 explains different types of Internet marketing,

sell ing, bil l ing for products and services, purchasing and

paying for product and services, and some examples of

wel l  knowing webs i tes  that  implemented e lect ron ic

commerce applications. The Chapter 12 covers the search

engine and directory services and augmented to include

t h e  s e a r c h  e n g i n e  m a r k e t i n g  a n d  s e a r c h  e n g i n e

optimization techniques. The Chapter 13 provides the

overview of Internet adver tising, and differentiated the

advantage and disadvantage of Internet adver tising. The

Chapter 14 descr ibes the unprecedented growth of

mobile technology and explains the growth and success

of mobile commerce in the marketplace. The Chapter 15

describes agent technology and standards and languages

used for defining and operating agents to evaluate the

product offerings and suggestion in the Internet.

The Author also discusses the other emerging areas in

In fo r mat ion  Techno logy  and re la tes i t  to  E lec t ron ic

Commerce Implementations with case studies from India.

The il lust rated book comes with lot  of  diagrammat ic

representation and practical applications in the real world.

This book is useful for the students, academicians and

professional who practise in the field of Next generation

Electronic Commerce applications.

S. Kumar Chandar
F acu l t y  –  Sy s tems  &  Ope ra t ions ,  SCMS–

COCH IN ,  P r a t hap  Naga r,  A l uva ,  Coch in  –

683  106 ,  Ema i l :  s kuma r@scmsg roup .o rg ,

s _ k u m a r c h a n d a r @ y a h o o . c o m
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anagement Science is a f ield that demands aids

for managerial decisions by applying scientif ic

approaches  to  so l ve  manager i a l  p rob lems

involving quantitat ive factors. The focus of this book,

Management Science – a Model ing and Case Studies

approach with Spreadsheets , is not on training technical

analysts but on teaching what actual ly an enl ightened

fu tu re  manager  needs  to  lea rn  f rom a  management

science course. The entire book revolves around the use

of two tools in management science: modeling and case

studies as aids to managerial decision making. There has

been a growing concern that the traditional management

books have not taken the best approach in introducing

bus i nes s  s t uden t s  to  t hese  exc i t i ng  f i e ld s .  Th i s  i s

successfully car ried out by the authors, Frederick S.Hil l ier,

Professor emeritus of Operations Research at Stanford

University and Mark S.Hi l l ier, son of Frederick S.Hi l l ier,

Associate Professor of Quantitative methods at School

of Business at the University of Washington, who believed

that modern introductory management science textbooks

shou ld have two key e lements ,  Model ing and Case

studies both with spreadsheets.

The book consists of two par ts. Par t 1 examines the basic

concepts such as formulation and applications of Linear

Programming, the Ar t of Model ing with spreadsheets,

Network Optimization Problems, Non-linear Programming,

D e c i s i o n  A n a l y s i s ,  F o r e c a s t i n g ,  Q u e u i n g  M o d e l s ,

Computer Simulat ion with i ts basic concepts and the

Crystal ball . The supplements to al l these chapters are on

the CD-ROM.

Par t 2 consists of the solution concepts of the chapters

on the CD-ROM like Linear Programming, Transpor tation

and Assignment Problems, PERT/CPM Models for Project

Management, Goal Programming, Inventory Management

with known demand, and Inventory Management with

uncer tain demand.

This book stands apar t from other books on Management

Science on its placing heavy emphasis on the use of Case

Studies to better convey the ideas in an interesting way

in the context of applications. Every chapter includes at

least one case study that introduces and i l lustrates the

appl icat ion of that chapter ’s techniques in a real ist ic

sett ing.  The case wr i ters include Kar l  Shmedders,  an

associate Professor with tenure in the Depar tment of

Manager ia l  Economics and Decis ion Sc iences at  the

Kellogg School of Management at Nor thwestern University
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and Molly Stephens an Associate in the Los Angeles office

of Quinn, Emanuela, Urquhar t, Oliver & Hedges, LLP.

This book also has very well conveyed the impressive

impact that management science has on improving the

efficiency of numerous organizations around the world.

Many examples of actual applications are seen throughout

the book in the form of application vignettes. Twenty

appl icat ion vignettes are added throughout the book

describing actual applications of management science that

had a dramatic impact on companies by using techniques

similar to those covered in this book.

Finally the accompanying software which describes and

i l lus t ra tes  how to use today ’s  premier  spreadsheet

package is an added advantage for this book. It is an

Bindu K. Nambiar

Facu l ty -Market ing ,  SCMS-COCHIN,  P ra thap

Naga r,  Mu t tom ,  A l uva -683  106 ,  Coch i n ,

E-ma i l :bindhunambiar@scmsgroup.org
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extens ive  co l lec t ion  o f  so f tware  re fe r red to  as  MS

Courseware containing spreadsheet f i les with many add-

i n s  f o r  E x c e l ,  a n d  a l s o  a  p a c k a g e  o f  I n t e r a c t i v e

Management Science Modules.
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F
or the speedy economic development, we need a

strong Financial System. A financial system stimulates

the capital formation and accelerates the economic

growth. And the system comprises a complex of financial

institutions/intermediaries, f inancial market and financial

assets. M.Y. Khan, in his book, Indian Financial System

has  endeavoured to s t re tch out  the ma jor  changes

occur red in  Ind ian F inanc ia l  Sys tem.  The author  has

por trayed the major amendments and developments that

have evolved in the process in Indian economy.

The book star ts with the history: the evolution of Indian

Financial System. The evolution of Indian Financial System

falls into three phases. Up to 1951, there had existed a

model traditional economy. In this model, the financial

system was not responsive to oppor tunit ies for industrial

investment. The second phase was between 1951 and

1990, evolved a response to the imperative of planned

economic development. During this phase, there was the

progressive transfer of impor tant constituents from private

ownership to public ownership, such as nationalization

of LIC, formations of SBI and establishment of SEBI.  A

number of powerful special purpose financial institutions

such as development banks/ institutions, investment trust

organization (UTI) were formed during this era. In order

to safeguard the interest of the investor, the government

has formulated the Companies Act, Capital Issue Act,

FOREX Act, MRTP Act and similar enactments of law. The

third phase has been the de-regulated economy since

1991.

The book is divided into five par ts, fur ther classif ied into

18 chapters. Each par t is designed to each module of

the Financial System.  Par t I gives an overview of Financial

System and the evolution of the Indian Financial System.

Par ts II deals with the financial market and consist of seven

chapters.  The first three chapters in Par t I I explain the

relationship between money market and capital market

and the i r  funct ions .  Chapter  seven comprehens ive ly

discussed the legal and procedural requirements of SEBI

guidelines per taining to capital issue activit ies. Statutory/

Regulatory framework of Indian Securit ies market in terms

of company law regulations, SEBI and listing requirements

are the subject matter of Chapter eight.

Par t I I I  examines the major f inancial intermediaries in the

Indian Financial System and consists seven chapters. In

this par t the author explains var ious prudential norms
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relating to the (1) credit/advances por tfolio of banks (2)

investment por tfolio of banks. Apar t from the prudential

norms, the author has expla ined the regulat ions and

operat ions of the new entrants such as Non-Bank ing

F i nanc i a l  Compan ie s ,  Mu tua l  F unds ,  and  I n su r ance

Organizations. Par t IV of the book describes the various

capi ta l  market  inst ruments that  have emerged in the

financial system.

Pa r t  V  o f  t he  book  i s  devo ted  to  Fo re i gn  Cap i t a l

Investment, focused in policy framework for Foreign Direct

Investment, External  Commercia l  Borrowing, and Euro

Issue.

The focus of this book is binary: it serves the purpose of

a text book and it takes the risk of a reference book. As it

fulfi l ls these two functions together, I wish and hope every

student of Management studies or every good academic

library would own it!!!

Anu Antony

F a c u l t y - F i n a n c e , S C M S - C O C H I N , P r a t h a p

Naga r,  Mu t tom ,  A l u va -683  106 ,  Coch i n ,

Ema i l :  anuantony@scmsgroup.org
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Edition : 2009
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Pages : 535

Publisher : Tata McGraw-Hills Publg. Co. Ltd., New Delhi.

n today ’s h ighly compet i t ive g lobal  marketplace, the

pressure on organizat ions to f ind new ways to create

and deliver value to customers grows ever stronger.

There is a growing recognition that it is through logistic

efficiency and effective management of the supply chain

tha t  t he  tw in  goa l s  o f  cos t  reduc t ion  and  se r v i ce

enhancement can be achieved. This text takes a strategic,

managerial , and cross-functional view of Supply Chain

Management, enabling managers to par ticipate in the vision

and implementation of world-class supply chain networks.

To achieve th is ,  the book introduces a Supply Chain

Roadmap process model as a guiding f ramework for

designing and implementing integrated supply chains.

Students gain the knowledge and analytical tools to perform

analysis and act as change agents within their organizations.

It is specifically designed to help learners solve the actual

problems that they will encounter in today ’s market place.

It provides the basic decision making tools and concepts

used for finding cost reduction and strategic oppor tunities.

The book covers the planning, organizing, and controlling

I
of activities such as transpor tation, inventory maintenance,

order processing, purchasing, warehousing, mater ia ls

handl ing, packaging, customer service standards, and

product scheduling. This book is positioned to serve two

audiences: the MBA and senior students in a business

programme, and the professional working in industry who

wishes to gain a deeper understanding of supply chain

management and logistics especially in an Indian context.

The book thus provides an overview of concepts as well

as intensive material for analysis and training in the area that

has come to be known as Supply Chain Management. The

topics covered are far reaching in practical scope.

A special feature of the book is the collection of detailed

cases .  A l l  cases  a re  s i tua ted in  the Ind ian bus iness

envi ronment,  as i t  makes a t rans i t ion f rom tradi t ional

business practices to new ones in an arena of global

competi t ion. This attempts to f i l l  a stated gap in the

academic and business literature in the area. The cases are

all drawn from real organizations and many are presented

with actual data and descriptions that provide a realistic

picture of issues in supply chain management.

Skimming and
            Scanning



SCMS Journal of Indian Management,  Apri l - June,  2009.                                                                                                             109

A Quarterly Journal                                                                                                                                                Published by SCMS-COCHIN

The conceptual material in the book presents a set of

integrative viewpoints on the area. Chapter 1 discusses

the  d r i ve r s  o f  supp l y  cha i n  managemen t ,  s uch  a s

technology, and increased consumer power in a global

ma r ke t .  The  chap te r  d i scus ses  how supp l y  cha i n

management practices have evolved over time to cope

with these drivers and highlights organizations that have

benefited from better supply chain management. Chapter

2 analyses the dynamics in a supply chain, and shows how

lead time reduction and better information management

are vital to supply chain per formance. The impor tance of

big picture thinking is underscored in this chapter. Chapter

3 talks about supply chain design and present a roadmap

for designing and managing the lean supply chain.  I t

discusses how the design can be adapted based on the

products managed by the supply cha in .  The ro le of

performance measurements is highlighted in Chapter 4. This

chapter uses a case to demonstrate how organizations

within the supply chain can benefit by shared metrics.

Chapter 5 discusses supply chain eff iciencies and the

benefits gained by applying lean principles. Manufacturing

is presented as the primary driver of benefits in value

addition in material processing and transformation. The

implications of this emphasis on supply chain efficiencies

on other par ts of the supply chain are explored. From a

single supply chain player ’s point of view, upstream and

downstream interface management are taken up in a

symmetric manner in Chapters 6 and 7. A special focus of

the book is to look at transpor tation and transfer of material

between supply chain entities in the language of SCM, in

Chapter 8. Chapter 9 presents the pervasive role of modern

information technology in supply chain management and

finally, Chapter 10 presents a range of quantitative tools

and techniques that are used in different facets of decision

making in this area.

The cases are presented and intended to be read as stand

alone pieces of analysis and as a tool for integrated learning.

The very essence of supply chain management is a holistic,

multi-actor, multi-depar tmental view of decision making

and the cases ref lect that concern. In some cases, a

par ticular sub-area of decision making can be isolated,

but in general, the scope of analysis and decision making

has to be inferred and proposed in an open way. This

delimiting of the scope of analysis in a coherent manner is

par t and parcel of the learning objectives of the course.

The case material, while dealing with Indian companies,

does have g loba l  conceptua l  va l id i ty  in  the genera l

concer ns of  supply cha in management .  However,  in

appropriate places, the specific conditions of the Indian

sub-continent in terms of business practices and overall

ethos and of infrastructural realities are emphasized upon.

Finally, the book provides some links to contemporary

developments in the area and can even serve as the star ting

point for some applied research. Apar t from its use as a

textbook and as a guide to practitioners, it is of some

value to researchers as well.

Jose Paul

P ro fessor  o f  Marke t ing  and Supply  Cha in

M a n a g e m e n t ,   S C M S - C O C H I N ,  P r a t h a p

Naga r,  Mu t tom ,  A l uva -683  106 ,  Coch i n ,

Ema i l :  josepau l@scmsgroup.org
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H
“ appiness is the only good. The time to be happy

is now. The place to be happy is here. The way

to be happy is…”

Are you feeling low? Have you in the mad rush of l i fe lost

the power to smile and be happy? Do you ask yourself

the question - Am I really l iving? If your answer to these is

yes, then chances are that your happiness quotient is at

low ebb. Recharge your batteries and bounce back to

health and happiness with Just Win Singh’s, ‘Happiness –

Gain & Retain. That big yellow smiley on the cover says it

al l . This is a ‘feel good’ book which promises to make

you healthy, happy & wise.

You may flip through a few pages of the book and wonder

whether this book is any different from the ‘fitness books’

that are available a dime a dozen in the market. So then

what’s special? ‘Happiness – Gain & Retain’ is a complete

‘happiness programme’ that follows a systematic step by

step approach. Singh takes us through the usual pathways

with familiar signposts in his pursuit of happiness. Chapter

headings l i ke ‘ L ive Now, ’  ‘Pos i t ive Se l f  Image, ’  ‘S tay

Cheerful,’ ‘The Joy of Giving’ etc may give you a sense

of the déjà vu, that ‘ I have heard it al l , seen it al l before’

fee l i ng .  Bu t  t he  va r i e t y  i s  i n  t he  te l l i ng  and  i n  t he

commonsensical quips and examples that are aplenty in

the book.

‘Happiness Gain & Retain’ seeks answers to some simple

everyday questions. Why are so many people unhappy?

What needs to be done? How to stay happy, no matter

what!  In providing answers to these questions, Singh

takes us through a series of 11 chapters, each addressing

a specif ic aspect of his happiness formula.

Happiness is in the mind, but we poison our mind with

“junk thinking” and this subver ts al l our effor ts to l ive l i fe

joyfully. The way out according to Singh is in nourishing

the mind with a healthy and wholesome diet. And that’s

exactly what ‘Happiness Gain & Retain’ has to offer its

readers.

Anothe r  f ac to r  tha t  compl ica tes  ou r  a sp i r a t ion  fo r

happiness is the mad pace of our l i fe. Speed takes the

romance out of l i fe. The chapter t it led “Unpace Yourself ”

talks the reader into slowing down so as to rel ish the

taste of l i fe and experience i ts inf in i te beauty. In the
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subsequent chapters Singh moves from the outer to the

inner l i fe of the individual and emphasizes the need to

heal the world within.  Our self-image, he says, is our

per formance blueprint. It is impor tant to have a posit ive

self image because it gives you the freedom to be you

and be in control of your l i fe.

What is happiness except the simple harmony between a

man and the l ife he leads?

In the last two chapters Singh’s gaze once again moves

outward as he discovers real joy in ‘giving’ and ‘forgiving.”

“Compassion acts as an inner a i r-condit ioning to the

mind.” It brings with it a greater degree of inner tranquil ity

which is ult imately the greatest resource for happiness.

The  good news  f rom th i s  ‘ happ ines s  gu ru ’  i s  t ha t

“happiness is a habit, not some heaven-sent gift” and

that it can be cultivated with “minimum effor t and time.”

He pitches for the really busy modern professional who

wants “speedy education.” Each chapter ends with an

action plan which wil l test whether you have imbibed the

message ful ly. Of course you can open the book at any

page and ful ly understand what it says. But developing

the habit of being happy requires a systematic and patient

approach.

Singh makes no tal l claims to original ity. The book is an

extensively researched compilation of the wisdom of the

ages.  S ingh has du ly  acknowledged a l l  those seers ,

prophets, philosophers, poets et al from whom he has

l iberal ly adopted ideas for his ‘recipes of happiness.’

The book is in l ine with the ‘Be Happy ’ course that Just

W in  S i ngh  o f f e r s  a t  h i s  ‘ I n s t i t u te  o f  Happ ines s ’  i n

Vadodara. Coming as it does from a man who has trained

and equipped people to lead happier l ives; this book is

wor th a try.

Rajeswari Menon

F acu l t y–Bus i ness  Commun ica t ion ,  SCMS–

C O C H I N ,  P r a t h a p  N a g a r,  A l u v a -683106

Cochin,  Emai l :  ra jeswar i@scmsgroup.com
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h e  s i x t h  e d i t i o n  o f  “ R e t a i l  M a n a g e m e n t ”  c o -

a u t h o r e d  b y  D r . M i c h a e l  L e v y ,  D r . B a r t o n

A .We i tz  and  D r.A j ay  Pand i t  has  a l l  t he  mak ings

of  a  h i t -ed i t ion  wh ich  wi l l  i nsp i re  more seque l s .   Th i s

ve r s ion  o f  t he  popu la r  tex t  book  has  come ou t  w i th

ve ry  use fu l  mod i f i ca t ions  wh ich  w i l l  make  the  same

ve r y  popu l a r  w i t h  t eache r s  and  s t uden t s  o f  re t a i l

management  in  genera l  and those who wish to ga ther

mo re  know ledge  abou t  t he  I nd i an  r e t a i l  s cene  i n

pa r t i cu l a r.

T h e  I n d i a n  r e t a i l  s c e n e  l o o k s  p h e n o m e n a l  e v e n

aga ins t  the  backdrop of  a  recess ion .  The Ind ian  re ta i l

t u rnove r  i s  USD 300  B i l l i on  and  emp loys  21  m i l l i on

p e o p l e  w o r k i n g  i n  1 8  m i l l i o n  o d d  r e t a i l  o u t l e t s

th roughou t  t he  l eng th  and  b read th  o f  t he  coun t r y .

Though  a  r e t a i l  g i a n t ,  I nd i a  i s  cha r ac te r i zed  by  a

d o m i n a n t  n o n -o r g a n i z e d  r e t a i l  s e c t o r  w h i c h

accoun t s  fo r  a  whopp ing  95  pe rcen t  o f  t he  to t a l

r e t a i l  t u r nove r.  Gu id ing  the  re t a i l  sec to r  i n  I nd i a  i n  a

s y s t e m a t i c  m a n n e r  f r o m  t h e  u n o r g a n i z e d  t o  t h e

o rgan i zed  f ac to r  w i t hou t  w ip i ng  ou t  t he  “ K i r a na ”

cu l t u re  to t a l l y  wou ld  be  the  idea l  r e t a i l  r evo lu t ion

su i t ab le  fo r  ou r  economy .

T h i s  b o o k  h a s  a l l  t h e  q u a l i t i e s  t o  i l l u m i n a t e  t h e

a s p i r a n t s  w h o  s e e k  k n o w l e d g e  t o  u n d e r t a ke  t h e

above m i s s ion .   The  ma in  tex t  o f  the  book  i s  d i v ided

in to  f i ve  sec t ions  a s  fo l lows :

1 ) Sect ion  I  t i t l ed “The  wor ld  o f  re ta i l i ng”  dea l s

w i t h  t he  re t a i l  concep t s  i n  dep th  and  t he

re t a i l  env i ronmen t  i s  exp l a i ned  i n  de ta i l .

2 ) Sect ion  I I  t i t l ed  “Re ta i l  s t r a tegy ” fo r ms  a  ve r y

impor t an t  pa r t  o f  t he  book  tha t  dea l s  w i th

the  s t r a teg ic  re t a i l  management  p rocess .

3 ) Sec t ion  I I I  t i t l ed  “Merchand i se  Management ’

dea l s  w i th  the  ma jo r  sub jec t  o f  Merchand i se

p l a n n i n g ,  p u r c h a s i n g ,  p r i c i n g  a n d

promot ions .

4 ) Sec t ion  IV  t i t l ed  “S to re  Management ”  o f fe r s

t h e  i n s i g h t  i n t o  t h e  e l e m e n t s  i n v o l v e d  i n

manag ing a reta i l  out le t  wi th specia l  emphas is

on  the  human  re l a t ions  a spec t s  and  a l so  the

v i t a l  e l emen t s  o f  s to re  p l ann ing  and  l ayou t

and  v i sua l  me rchand i s i ng .
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5) S e c t i o n  V  t h e  d e d i c a t e d  t o  ca s e

presentat ions , i s  r ich ly  prov ided wi th an ar ray

o f  i n te res t i ng  ones .

As  a  teache r  o f  re ta i l  management  it is found ve ry

easy  to  rev iew th i s  book  as  i t  i s  ve ry  t r anspa ren t

and use fu l  fo r  teache r s  and  s tuden t s  a l i ke .

Updates

A f resh  ed i t ion  i s  u se fu l  on l y  i f  it i nco rpora tes

the  new ideas  tha t  a re  re levan t  fo r  t he  g rowth

a n d  d e v e l o p m e n t  o f  t h e  s u b j e c t  a n d  i n  t h i s

a spec t  t he  book  shou ld  be  cons ide red  to  be  a

r e s o u n d i n g  s u c c e s s .  T h e  t h r e e  s u b j e c t s  o f

r e t a i l i n g  w h i c h  s e e m  t o  h a v e  a t t r a c t e d  t h e

au tho r s  neces s i t a t i n g  a  f r e sh  l ook  seem to  be :

1)  the increased use of  techno logy and ana ly t ica l

me t hods ,

2 )  th e  e f f e c t  o f  G l o b a l i s a t i o n  o n  t h e  r e t a i l

i ndus t r y , and

3)  the  g rowing  impor t ance  o f  e th ica l  and  lega l

cons ide r a t i on s .

The  above  f ac to r s  a r e  r e l e van t  fo r  t he  g loba l

re t a i l  i ndus t r y  bu t  t he  same a re  go ing  to  be  the

u l t ima te  fo rces  tha t  w i l l  se t  t he  shape  and  fo rm

o f  t h e  I n d i a n  r e t a i l  i n d u s t r y  i n  p a r t i c u l a r.  A n

ana l y t i ca l  s t udy  o f  t he  above  f ac to r s  i n  depth

would be requ i red for  a l l  s tudents  of  Ind ian re ta i l

i n  f u tu re .

Th i s  i s  t he  e ra  o f  cus tomer  o r i en ted  ma r ke t i ng

a n d  t h e  s u b j e c t  “ C u s t o m e r  r e l a t i o n s h i p

management ”  has  been  g i ven  the  r i gh t  t rea tment

tha t  i t  dese rves .  A l l  re levan t  chapte r s  have  been

r e w r i t t e n  w i t h  t h e  v i e w  o f  i n c o r p o r a t i n g  t h e

sp i r i t  o f  “CRM”  and  the  book  looks  more  secu re

to  hand le  the  needs  o f  t he  s tuden t s  o f  t he  21s t

cen tu ry  than  eve r  be fo re .  An  examp le  wou ld  be

c h a p t e r  9  o n  “ H u m a n  r e s o u r c e  m a n a g e m e n t ”

w h i c h  n o w  h a s  a  s t r o n g  f l a v o u r  o f  co n s u m e r

sa t i s f ac t ion  and  l i f e  t ime  va l ue .

I n  add i t ion  to  the  above  v i t a l  sub jec t s  such  a s

B r a n d  d e v e l o p m e n t ,  R e t a i l  s i t e  l o c a t i o n s  a n d

Re ta i l  ma r ke t  s t r a tegy  have  been  hand led  i n  a

d i f f e r en t  way  wh i ch  s ugge s t s  t h a t  t he  ma r ke t

mov ing  fo rces  o f  g loba l i za t ion  and  i n fo rma t ion

techno logy  have  been  consu l ted .

Role  of  Case  s tudy in  this  book

Th i s  book has  devoted an ent i re  sect ion ,  Sect ion

V,  fo r  case  s tudy  and  it p resen t s  37  cases  wh ich

have  been  based  on  a r t i c l e s  on  r e t a i l i n g  t ha t

have  been  appea r i ng  i n  t he  bus iness  and  t r ade

press .  The  cases  a re  a l l  r e l evan t  fo r  t he  p resen t

re ta i l  scenar io  and touch ma jor  re ta i le r  opera tors

such  a s  Wa l l -ma r t ,  S a k ’ s ,  Aho ld  and  t he  r e s t .

The  cases  are  based on  ve ry  i n te res t i ng  sub jec t s

and  a re  a l l  f rom rea l  l i f e  s i t ua t ions .

I t  i s  v e r y  i m p o r t a n t  t o  m e n t i o n  h e r e  t h e

impor t ance  tha t  t he  ro le  o f  D r.A j ay  Pand i t  i n  t he

I nd i an i s a t i on  o f  t he  book .  T he  book  l ook s  a s

appea l i ng  a s  a  “Ch ic ken  –T i k ka  bu rge r ”  and  i s

bound to  go  we l l  w i th  t he  I nd i an  reade r s .  The

idea  o f  hav ing  a  sec t ion  “The  I nd i an  re ta i l scape”

a f te r  each  chapte r  adds  t remendous  va l ue  fo r

the  book  a s  f a r  a s  I nd i an  reade r  i s  conce rned .

The  on l y  p l ace  where  I nd i a  has  been  l e f t  ou t  i s

w i th  rega rd  to  the  Sec t ion  V  a s  no  case  re l a ted

to  the  I nd i an  re t a i l  scene  has  been  i nc luded .

The  au tho r s  have  l e f t  ou t  t he  res t  o f  t he  wor ld

f rom Sec t ion  V  as  a l l  t he  37  cases  p resen ted a re

based on  Amer ican  se t t i ngs .  However, wha t  was

inc luded i n  t he  I nd i an  con tex t  by  D r. Pand i t  has

been  done  w i th  ca re  and  de l ibe ra t ion .

Inference

Th i s  pub l i ca t ion  i s  one  o f  h i gh  s t anda rd  and  i s

su re  to  o f fe r  h i gh  va l ue  and  u t i l i t y  fo r  a l l  t hose
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w h o  p u r c h a s e  t h e  s a m e .   T h i s  b o o k  w i l l  b e

espec i a l l y  u se fu l  fo r  I nd i an  teache r s ,  s t uden t s

a n d  r e s e a r c h e r s  w h o  w i s h  t o  g a t h e r  m o r e

in fo rma t ion  on  the  I nd i an  re t a i l  scena r io .    The

b o o k  i s  v e r y  u s e r  f r i e n d l y  a n d  i s  t h e r e  i s  n o

a t t e m p t  t o  o v e r w h e l m  t h e  r e a d e r  w i t h  h e a v y

theory  and  concepts .  The  sub-sec t ions  o f  each

chapter  tha t  have been l abe led “summary , ”   “Key

t e r m s , ”  “ G e t  o u t  a n d  d o  i t , ”   “ D i s c u s s i o n

q u e s t i o n s  a n d  p r o b l e m s ”  a n d  “ S u g g e s t e d

read ings ”  a re  ve ry  i n te res t i ng .

Prof. Sreekumar Pillai,

Head o f  Re ta i l i ng  and Merchand i s i ng ,

S C M S - C O C H I N , P r a t h a p  N a g a r ,

M u t t o m ,  A l u v a - 6 8 3  1 0 6 ,  C o c h i n

Emai l : s reekumarp i l l a i@scmsgroup.org
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he purpose of this review is to throw l ight on the

r e l e v a n c e  o f  t h e  b o o k  t o  I n d i a n  s t u d e n t s  o f

Internat ional F inance, seeking the most relevant,

recent developments and issues in India.

Prof.P.G.Apte has the exper tise on International Financial

Management, teaching, del iver ing invited lectures and

ca r r y i n g  ou t  con su l t i n g  a s s i g nmen t s  on  p rob l ems

per taining to international f inance. His association with

the field over a decade has enabled him to fine tune the

current edition with the latest information available in the

field. He has made it highly useful by providing exper t

inputs on Internat ional  Bank ing and Case for learn ing

international f inance.

The book has been of great use to learners of International

Finance since the mid nineties. It is one of the earl iest

books in a challenging and fresh area of knowledge as far

as Indians were concerned. The book covers a wide range

of topics per taining to International Finance Management,

which are essential inputs for a global manager. The basics

of International Financial Management, the background and

historical evolution of f inancial management across the

globe and India, the international f inancial management

products (traditional and modern, simple and complex),

and issues in f inancial management of MNCs have been dealt

in the book. Over the decade with each edition the book

has evolved, improved and changed signif icantly for the

good.  The present edition (5 th) is very appealing and its

readabil ity is high.  The subject has been systematically

and exhaustively discussed for a novice to grasp. The

flow of content in cascading and learners can smoothly

navigate through the book. The book provides meaningful

insights for the learners through the cases, worked out

examples and problems provided for practice. The cases,

reiterating the learning and the problems for practice,

provide enhanced learning experience.

The book is  an excel lent learn ing resource for post-

graduate students of international finance in India. Fur ther,

it is a guide for any first time learner of international finance

who seeks to understand the impact of exchange rate

changes on the economy and their corporate. The book

gives end notes and suppor t ive mater ia l  for  cur ious

learners for what may not be apparently understood or

may require background information. The Appendix A on
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Interest rate Mathematics and ISO Currency codes are

added merits of the book. The examples and cases from

Indian economy make it easier to digest for Indian learners.

Prof.Apte has been successful in his mission to make the

book current and useful to post-graduate students and

young profess iona ls  seek ing to lea rn  and exce l  the

knowledge on international f inance. The book no doubt

would be a learning resource for al l who aim to excel in

the tr icks of the trade of currencies and al l other matters

concerning international f inance.
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