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Editorial 
 

 

 

Dear Valuable Researchers  

We at Rizvi Institute of Management Studies usher in the New Year on a 

triumphant note.  

The success of Dimensions in Research, the Annual National Conference held on 

January 25 witnessed the very best in Research. We had the honor of having 

amongst us Mr. Muder Chiba, Ex MD, Millward Brown as Chief Guest and Guest 

of Honor, Dr. Pandit Palande, Pro-Vice Chancellor of Yashwantrao Chavan 

Maharashtra Open University 

Our esteemed panelists brought in deep insights in their respective domains, 

which added immense value to our researchers. We profusely thank our 

researchers, whose contribution has truly added a richer and meaningful 

Dimension to Research.  

As we progress into the New Year, we at Rizvi will continue our endeavor to 

unearth the potential in you to research. We urge you to keep up the research 

momentum and look forward to your papers in our July Issue.  

Till then, keep exploring, keep discovering!! 

Have a successful year  

Dr. Kalim Khan 
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World Bank and Financial Inclusion 

Ms. Sreelatha Guntupalli1 

 

Abstract 

According to World Bank ôfinancial inclusion implies universal access to appropriate and affordable financial 

services which are essential to inclusive growthõ. Removal of poverty, creation of employment, providing minimum 

standard of living, accessibility to financial services are the indicators of inclusive growth. The strategy for financial 

inclusion of World Bank is a global strategy which is aimed at comprehensive economic growth and poverty 

alleviation. Poverty reduction through an inclusive and sustainable globalization remains the all encompassing goal 

of world banks activities and programs. 

The little data book on financial inclusion 2012, which is a pocket edition of Global Findex, summarizes the 

findings in India. The findings and conclusions of Global Findex summarize the elements of savings, borrowings, 

and making payments and managing risks.  

Objectives of the study: 

¶ To understand and emphasize the role of World Bank in Global Financial inclusion 

¶ To study the initiatives taken by global economies for financial inclusion 

¶ To outline the progress of financial inclusion in India 

Development of an efficient financial system paves way for growth opportunities, resource allocations and mobilizes 

savings leading to financial security to individuals and entrepreneurs. The regulatory bodies and policy makers need 

to ensure establishment of such system for financial inclusion. 

Key Words: Financial inclusion, Global Findex, unbanked, underbanked, World Bank 

 

 

1.0 Introduction  

According to World Bank ôfinancial inclusion implies universal access to appropriate and 

affordable financial services which are essential to inclusive growthõ. Removal of poverty, 

creation of employment, providing minimum standard of living, accessibility to financial services 

are the indicators of inclusive growth. The strategy for financial inclusion of World Bank is a 

                                                 
1 Assistant Professor ð Sinhgad Institute of Management, Chandivali, sreelatha1106@gmail.com 
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global strategy which is aimed at comprehensive economic growth and poverty alleviation. The 

prime objective of  World bank with which it started its operations in 1945 was promoting, 

restructuring, developing and extending financial help to the low and developing economies. It 

has eventually emerged to play a pivotal role in the development of financial systems, build 

capacity by helping countries strengthen governments and provide training and research facilities 

to those who are interested in development issues. The term financial inclusion is itself moulded 

in various ways by the World Bank through its diverse functions. 

Financial inclusion encompasses the range, quality and availability of financial services and 

delivery of banking services at an affordable cost. The term affordable connotes the 

approachability to the facilities offered by banks and within the financial reach of the 

underserved and unbanked. Obscure processes and complicated systems repel the individuals in 

approaching a bank. The World Bank Institute (WBI)2 initiates many programs to proliferate 

financial inclusion through various modes like entertainment education, school based curriculum 

and technology based solutions which include vastly mobile to the unbanked and underbanked3. 

Poverty reduction through an inclusive and sustainable globalization remains the strategic goal of 

world banks activities and programs. 

There are 188 member countries of World Bank which mostly includes economies of Africa and 

Asia. Almost 70% or 2.7 billions of the adult population in these developing countries lack 

access to basic financial services such as savings, remittances and insurance products. Informal 

modes of remittances and payments are used. The transactions are still ôcash to cashõ exchanges 

rather than ôbank to bankõ. The largest share of unbanked populations is Sub-Saharan Africa 

where only 12% are banked and South Asia with only 24% banked.  In 2012, according to 

FINMARK4 trust, out of total 33.7 million, 22.5 million or 67% of population are banked in 

South Africa.  

According to FDIC5, in USA, which is considered to be the most advanced country, 17 million 

adults or 8.2% of households are unbanked, and around 24 million or 20.1% households are 

under banked.  The Gross domestic product in Middle East and North Africa (MENA) indicates 

a healthy sign for financial sector but only 10.4 percent of population in Yemen and 19.2 percent 

                                                 
2 WBI or World Bank Institute supports the World Bank in its operational work in three major areas of collaborative 
Governance, Innovative solutions and Knowledge based programs 
3 Unbanked and underbanked: According to FDIC (Federal Deposit Insurance Corporation)Unbanked population 
are individuals who do not use banks or institutions for financial transactions and under banked are individuals who 
use bank account and also rely on alternative financial services 
4 Fin Mark trust is an independent trust whose business is controlled by seven trustees from countries in South 
Africa which is funded by UK Departments for International development (DFID) 
5 FDIC, (Federal Deposit Insurance corporation), National survey of unbanked and under banked households 
(September 2012) 
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in Syria have a bank account. This signals an alert for accelerating of financial inclusive programs 

in these countries. 

2.0 Research Methodology 

The study is based on secondary research, which includes extensive reference to World Bank 

journals, research articles, and relevant websites.  

3.0 Objectives of the study 

¶ To understand and emphasize the role of World Bank in Global Financial inclusion 

¶ To study the initiatives taken by global economies for financial inclusion 

¶ To outline the progress of financial inclusion in India 

4.0 

A. Approach to Financial Inclusion 

The focus is on a Comprehensive approach6 to financial inclusion which covers 3 aspects: 

Access, Usage and Quality 

Access: The access to financial services implies a strong financial system with appropriate 

channels which can reach the underserved and unbanked. The financial system in an economy, 

need to pave way for the growth opportunities, resource allocations and mobilize small savings 

of individuals and small entrepreneurs. 

Usage: The usage aspect covers the identification of innovative financial products which need to 

be framed according to the needs of individuals. World Bank focuses the financial growth for 

unbanked and underserved including the small and medium entrepreneurs. In this process the 

bank has geared its support by working with more than 200 financial sector specialists dealing 

with national strategies for financial inclusion.  

Quality: It emphasizes on identifying need-based financial products and services. The basal needs 

of low income groups and entrepreneurs are, manage day to day transactions, and improve 

quality of life and investments with stable returns to manage the assets, and thereby fulfill the 

economic transactions and channelize savings and remittances. Therefore, banks and financial 

institutions which are the pillars of the country need to innovate those financial products and 

                                                 
6 Comprehensive Approach, given by International finance corporation (IFC),  for implementation of financial 
strategies 
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services which qualify and satisfy these requirements of unbanked groups and small 

entrepreneurs. 

B. World Bank and its Five Wings 

The activities and programs of World Bank are developed, supported, promoted and facilitated 

by the following organizations: 

 

IFC- International Finance Corporation: It is the largest global development institution focused 

extensively on private sector, providing advisory services to businesses and government. It helps 

the GPFI (Global partnership for financial inclusion), which is formed by G207 countries, to 

implement financial inclusion programs. It also plays a leading role in SME finance and extends 

its financial and technical assistance to women entrepreneurs through its BOW-Banking for 

women program. 

MIGA-Multilateral Investment Guarantee Agency:  It offers political risk insurance to investors and 

lenders and supports economic growth. MIGAõs mission is to promote foreign direct investment 

(FDI) into developing countries to support economic growth, reduce poverty, and improve 

peopleõs lives. 

IDA -International development association is part of the World Bank that helps worldõs poorest 

countries reduce poverty by providing loans (credits) and grants. It is considered as World 

Bankõs fund for poorest countries. It provides financial support to education, health, agriculture 

and institutional development and has covered more than 108 countries since its inception. The 

ôABCs of IDAõ8 provide an insight into its support activities of development, primarily and 

largely that of Africa. 

                                                 
7 The Group of Twenty (G20) is the premier forum for international cooperation on the most important issues of 
the global economic and financial agenda 
8 The data, analysis and achievements of IDA are outlined in ôABCs of Indiaõ 

World 
Bank

IFC

MIGA

IDAIBRD

ICSID
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IBRD- International bank for Reconstruction and Development: The main mission of IBRD is to help 

reduce poverty and lends to Governments of middle income and creditworthy low income 

countries. Its main aim is to help countries achieve inclusive and sustainable growth, through 

loans, risk management products and advisory services. It grants low or no-interest loans to low-

income countries. India, Indonesia, Pakistan are examples of credit-worthy low- income 

countries. 

ICSID-International centre for settlement of Investment disputes: It provides for conciliation and 

arbitration of investment disputes. It encourages free flow of international investments. There 

are 158 signatory states of which 149 states have deposited instruments of ratification, 

acceptance and approval of the convention. 

C. World Bank research group 

The activities of World Bank are focused towards elevating citizens to ôfinancial citizensõ by 

facilitating financial channels for individual self sustenance and growth, creation of economic 

assets and thereby augment the financial resources. The World Bank Financial Inclusion and 

Consumer Protection Service Line supports low and middle income countries strengthen 

financial consumer protection frameworks. The 2011 GWP9 surveyed at least 1,000 individuals 

per country in 148 economiesñrepresenting approximately 97 percent of the worldõs 

populationñusing randomly selected, nationally representative samples. This results of the 

research was released by World Bank as ôGlobal Findexõ in April 2012. The findings and 

conclusions of Global Findex summarize the elements of savings, borrowings, and making 

payments and managing risks. The recent update of Global Findex indicates three quarters of 

worldõs poor lack a bank account because of poverty, costs, travel distances and burdensome 

requirements in opening an account (World Bank, March 2013). IFC (International Finance 

Corporation), CGAP (The Consultative Group to Assist the Poor), UN (United Nations) also 

provide a range of complementary forms of assistance such as country-led surveys, monitoring 

advisory services and demonstration models. FISF (Financial Inclusion Support Framework) was 

launched in April 2013 to support countries achieve their national commitments and accelerate 

the financial development programs. CGAP, established in 1995 by the World Bank is another 

epochal organization working towards development of innovative solutions for financial 

inclusion and ameliorate research programs for the same. Its Global forum 2020 for financial 

inclusion is conducted in October 2013, aimed to reckon innovative ways in the roadmap to 

Global Financial inclusion.  

                                                 
9 Gallup World Poll or GWP is a division of Gallup Inc, headquarters in Washington DC,  which is a research based 
performance ðmanagement consulting company 
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ôFor the poor, money management is a fundamental and well understood part of everyday life 

and it is key factor in determining the level of success that poor households have in improving 

their own lives. Financial inclusion of rural masses may be viewed as opportunity and a challenge 

for banks and other players in formal financial sector.õ CAB 

CGAP and CAB10, in ôIndia Banking Agents Survey, 2012õ, conducted a survey across 11 states 

in India. The survey concluded that inspite of Indiaõs strong banking network; there are many 

implementation issues, like lack of awareness, high transaction costs, inflexible and non-

customized products, and a huge imbalance between demand side and supply side. 

D. Support to G20 Countries by World Bank:  

The formation of G20 is another major step taken by countries to promote not just financial 

inclusion but innovative financial inclusion which will help in preventing financial risks and crisis 

and also ômodernize international financial architecture. It has established GPFI (Global 

Partnership for Financial Inclusion) which counts the World Bank, IFC, and CGAP as 

implementation partners. 

The countries which have advanced and geared up in financial inclusion with the help of World 

Bank can be summarized in the following map: 

 

The World Bank was instituted to assist the economic development of nations by extending 

loans where private capital was not available. But its rudimentary functions, aims, objectives now 

are more comprehensive, extending its support to nations including policy advice, data and 

diagnostics, technical assistance for legal and regulatory reforms, institutional development, risk-

sharing and financing. 

                                                 
10 CAB is College of Agricultural Banking in India which is actively involved in research for innovative ways of 
financial inclusion, rural banking and ICT (Information and Communication Technology) solutions for financial 
inclusion 
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Percentage of Unbanked population as given by The Alliance for Financial Inclusion (AFI, 2012) 

are  Rwanda 77%,  Brazil 57%,  Mexico 75%, India 52%, China 61%,  Russia 31%,  South Africa 

61%,  USA 9%. It is not just the individuals that need to be considered as unbanked but the 

ignored sector is small and medium enterprises. Keeping this in view by the end of 2012, World 

Bank reached more than 53 million MSMEs (Medium, Small, and Micro enterprises) with active 

loan portfolios of more than $4.5 billion and with lending and technical assistance of projects in 

more than 70 countries (World Bank group, 2013). 

E. World Bank and India 

Financial inclusion is a process of ensuring access to appropriate financial products and services 

needed by all members of society in general and vulnerable groups in particular, at an affordable 

cost in a fair and transparent manner by mainstream institutional players.(KC Chakrobarthy, 

Deputy Governor, RBI, 2012)  

The little data book on financial inclusion 2012, which is a pocket edition of Global Findex, 

summarizes the findings in India. Adults who are 15+ having account with formal institutions 

account top 35% in which 43.7% are male and 26% are female. This indicates the great need of 

financial literacy programmes and also financial independence for women. 33% of adults in the 

rural areas have a formal account compared to 41% in urban areas which is not a significant 

difference. If financial inclusion is all about opening of an account then India scores a good 

percentage of almost 72% of adults using the account for deposit transaction and 68% using for 

withdrawals, but once or twice a month.   

The recent document11, March 2013, of the World Bank on Country Partnership Strategy for 

India for the Period FY: 2013ð2017 states the targets for financial inclusion as follows:   

¶ Additional one million households with access to formal financial services by 2017. 

¶ Additional 20 million loans provided to micro, small, and medium-enterprises in 

targeted states by 2017 including 0.5 million to female-owned microenterprises. 

¶ Additional 750,000 payment accounts to be opened by 2017.   

5.0 Conclusion 

The Indian banking system has undergone a huge transformation for the past decade. Many new 

models and reforms have been introduced to include more and more of under banked and 

unbanked into the financial stream. Easing of KYC (Know Your Customer) norms, introducing 

                                                 
11 Document of The World Bank Report No. 76176-IN  
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no-frills account, the BC model are introduced for inclusion. A Business Correspondent or BC is 

an entity that acts as a teller for the bank and carries out a full range of transactions on behalf of 

the bank. BCs are paid commissions by banks for the services they render. The number of BCs 

in villages, which was 35,174 in 2010, increased to 2.21 lakh by March 2012. While 447 BCs 

served un-banked people in urban locations in 2010, their number increased to 27,143 during 

2012-13.*(IIBF, Vision) 

The Reserve bank of India is embarking on ICT (Information and communications technology), 

through the tools of mobiles and wireless. RBI's annual report for 2012-13 says that nearly 7,400 

rural branches were opened during 2010-13. However, the country had witnessed a reduction of 

about 1,300 rural branches during the past two decades. There is humongous work to be done 

by financial institutions, regulatory agencies, and technology service providers, to enable 

sustainable financial inclusion. Encouraging banks to initiate the ICT based payment system; Shri 

Harun R. Khan, Deputy Governor, Reserve Bank of India at BANCON 2012, (held at Pune 

organized by Indian Bankers Association) connotes the seven cornerstones of financial inclusion 

as, Accessibility, Availability, Affordability, Awareness, Acceptability, Assurance and 

Appropriateness. An unrestrained access to public good and services by the population of the 

country signals an open and efficient economy. The regulatory agencies along with government 

and RBI are consistently working towards identifying the causes of financial exclusion and 

strategies to be adopted to ensure financial inclusion of the poor and underprivileged. 

While the has played a significant role in opening of bank accounts by urban,  semi-urban,  rural 

poor population, the percentage of ôactive accountsõ seem to be very less. Thus, the work on 

financial inclusion has just begun and there is substantial scope to be covered. This 

magnanimous task should be carried out with the experience gained from western, African and 

Asian countries, supported by World Bank.  
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A  Profile of Potential Managers using Tenets of Positive 

Psychology 

M r. Sumeet Manerikar12 

 

Abstract 

Dr. Martin Seligman's contribution of positive psychology is well known and has proved its utility in various 

fields. In this paper we have used concept of "flourishing" and tried to test its applicability in establishing a profile 

of potential managers. The objective of this paper is to identify their character strengths using Dr. Seligman's 

scale(48items covering 24 strengths)The scale was administered on a sample of 150 management students studying 

for post-graduate management degree programme (potential managers). The data was analysed and used to identify 

the areas of strengths and weaknesses as  per Dr. Seligman's classification. These in turn are used to suggest the 

"flourishing" strategies, to create effective managers. The 2 main strategies which emerged are:1.Use of positive 

psychology scale to select future managers.2.conduct training programmers to improve managerial effectiveness. The 

study also established the utility of positive scale in identification of character strengths of managers. 

Key Words: : Tenets of positive psychology, potential managers 

 

 

1.0 Introduction  

Positive psychology has roots in the humanistic psychology of the 20th century, which focused 

heavily on happiness and fulfillment. Earlier influences on positive psychology came primarily 

from philosophical and religious sources 

Several humanistices and practices pertaining to human happiness and flourishing. More 

recently, positive psychologists have found empirical support for the humanistic theories of 

flourishing. In addition, positive psychology has moved ahead in a variety of new directions. 

Positive psychology began as a new area of psychology in 1998 when Martin Seligman, 

considered the father of the modern positive psychology movement, chose it as the theme for 

his term as president of the American Psychological Association. Though the term originates 

with Maslow, in his 1954 book Motivation and Personality, and there have been indications that 

                                                 
12 Associate Professor ð Research Centre, WE School 
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psychologists since the 1950s have been increasingly focused on the promotion of mental health 

rather than merely treating illness. In the first sentence of his book Authentic Happiness, 

Seligman claimed: "for the last half century psychology has been consumed with a single topic 

only - mental illness" , expanding on Maslowõs comments. He urged psychologists to continue 

the earlier missions of psychology of nurturing talent and improving normal life.  

The first positive psychology summit took place in 1999. The First International Conference on 

Positive Psychology took place in 2002. More attention was given by the general public in 2006 

when, using the same framework, a course at Harvard University became particularly popular. In 

June 2009, the First World Congress on Positive Psychology took place. 

2.0 Literature Review 

Isen & Reeve (2005) proposed that positive affect led to positive intrinsic motivation for 

completing task. As a result of the intrinsic motivation, the employees enjoyed the task more and 

were more optimistic when having to complete more uninteresting task. The combination of 

having the freedom to choose tasks and maintaining positive affect results in better task 

performance. Positive affect promotes self-control to remain focused on any task and forward-

looking thinking that motivates workers to look-forward to more enjoyable tasks. 

Concepts of positive psychology like hope and altruism provide a positive work environment 

that influences the moods and attitudes of workers. Youssef & Luthans (2007) examined the 

effects hope, optimism, and resilience had in the workplace on employeesõ job performance, job 

satisfaction, work happiness, and organizational commitment. Hope and resilience had a more 

direct effect on organizational commitment whereas hope had a greater impact on performance. 

Hope allows employees to be better at creating more realistic plans for completing task so as not 

to focus on the failure that accompanies an incomplete task. Optimism strengthens the 

employeeõs resilience to break through barriers and causes the employee to build social support 

and other strengths to overcome obstacle he or she may encounter. 

3.0 Objectives of the study 

¶ To identify the signature strengths of a group of potential managers and develop a 

profile. 

¶ To recommend strategies to enhance their strengths with a view to make them 

effective managers. 
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4.0 Research Methodology 

A survey was conducted using a questionnaire method. For this purpose Dr.Martin Seligmanõs 

test of signature strengths (source ð flourish) was used. It consists of 24 character strengths. 

These in turn are used to form 6 clusters.  

Dr. Seligman and Dr. Peterson report Cronbachõs alpha of .70 and the test -retest correlation of 

.70. They also state that the test is useful in classifying the character strengths of individuals.  

In this study it is used for identifying strengths of potential managers.  

Sample: A group of students studying for master of management studies was administered 

character strengths questionnaire and their scores were used to get a group profile.  

Sample size: N=150.  

Characteristics of sample (educational background) 

5.0 Analysis and Findings 

The scores of potential managers on 24 character strengths were converted into 6 clusters. The 

clusters and the corresponding scores are given below. 

Character strengths Means 

Wisdom and knowledge 7.00 

Courage  6.76 

Humanity and love  6.72 

Justice 6.96 

Temperance 6.44 

Transcendence 6.50 

Table 1 :  
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Wisdom and knowledge 

Justice 

Courage 

Humanity and love 

Transcendence 

Temperance  

Table 2 : Hierarchy of character strengths for potential managers 

Descriptive profile of potential managers using character strengths (group means) 

Wisdom and knowledge:  

Do not like ambiguity, like learning new things, are reality oriented, like to maximise skills and 

interest in work, are approached by other people for help and guidance, can get easily bored 

Courage: 

Can face danger and take risks, are persevering, are flexible, realistic and  goal oriented. 

Humanity and love: 

Have positive social interaction with others, acknowledge, peopleõs worth, are both empathetic 

and sympathetic.    

Justice: 

Do well as group members/team member, take objective decision, try to treat everybody equally, 

and can be good leaders.  

Temperance:  

Have self -control, have moderate humility, are careful and are somewhat inpatient   

Transcendence: 

Are hopeful, zestful, but moderately spiritual and grateful, and tend to take things for granted.  

Discussion: 

The study shows that Dr. Seligman scale can be fruitfully applied to get the profile of potential 

managers. This profile was discussed with a few management educators and human resource 

managers to gain a better insight the following points immerged. They confirmed that these are 

in agreement with their perceptions about the group. They describe the group as being cognition 

oriented, practical and worldly, goal oriented, and possessing decision making and leadership 

skills. But added that they donõt have time for finer things which have no impact on their 

immediate progress. 
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6.0 Recommendations 

The following strategies emerged.  

¶ Use of Dr. Seligman scale at the time of selecting potential managers. It may be 

added that they already go through a rigorous selection procedure consisting of 

aptitude test, group discussion, and personal interview.  

¶ Training programs to enhance the character strengths and make them effective 

managers. It may be added that they already go through a number of behavioural 

management programs. 
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Analytical study of Correlation between Major Currency Pairs to 

Manage Forex Exposure 

M r. Imran Kazi13 

The Forex Market is the biggest and the most liquid financial market in the world. It 

boasts a daily volume of more than 4 trillion dollars. 

Abstract 

The Foreign Exchange market (FX Market) is a form of exchange for the global decentralized trading of 

international currencies. Financial centers around the world function as anchors. Any one exposed to the Foreign 

Exchange market cannot ignore the fact that some currencies pairs are highly correlated as compared to others, 

either having a positive or negative relationship. The correlation between such pairs is used as a tool by various 

entities to devise risk management or speculative strategies. This research paper intends to identify such pairs, and 

understand the reason behind the high degree of correlation. 

Key Words: Arbitrage, Currency pair, Correlation, Foreign Exchange Market, Derivatives, Hedging, Speculation 

 

 

1.0 Introduction  

Some currency pairs tend to move in the same direction while others move in the opposite 

direction. Over the long term, most currencies that trade against the U.S. dollar have an above 

50% correlation. This is the case because the U.S. dollar is a dominant currency that is involved 

in 90% of all currency transactions (Apte, P., 2006). Furthermore, the U.S. economy is the 

largest in the world, which means that its health has an impact on the health of many other 

nations. But USD strength is not the only fundamental that drives the currency pairs; some have 

a high degree of correlation due to various domestic, regional or global factors. This can interest 

many market participants including hedgers, speculators and arbitrageurs (Clark, E. et al., 

2004). 
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2.0 Objectives 

¶ To study the correlation between major currency pairs.  

¶ To identify the currency pair with high degree of correlation. 

¶ To understand the reasons behind the high degree of correlations between such 

currency pairs. 

3.0 Scope and Limitations of Study  

¶ The study only takes into account major currency pairs which are widely traded in the 

Forex market. 

¶ The study analyses correlation using 5 min, hourly, daily and weekly data.  

¶ The study does not include any predictive study to forecast the impending movement 

of major currency pairs. 

4.0 Research Methodology 

Sources of Data 

Secondary data: 

¶ The currency date was referred from Bloomberg and the correlation values were 

obtained from www.forexticket.us 

¶ Other data gathered from books and publications, magazines, internet, journals and 

periodicals, etc. 

5.0 Research Design 

Quantitative Descriptive Cross-sectional 

The research intends to collect and analyze the correlation between the major currency pairs and 

analyzing the reasons and implications. It is temporal in nature and conducted using a sub-

section of the total available data points. 
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6.0 Literature Review  

Correlation is the statistical measure of the relationship between two securities or assets. The 

correlation coefficient ranges from -1 to +1.  

¶ A correlation of +1 means two currency pairs will move in the same direction 100% 

of the time.  

¶ A correlation of -1 means two currency pairs will move in the opposite direction 

100% of the time.  

¶ A correlation of 0 means no relationship exists between currency pairs.  

There are many official currencies that are used all over the world, but there only a handful of 

currencies that are traded actively in the Foreign Exchange market. In currency trading, only the 

most economically/politically stable and liquid currencies are demanded in sufficient quantities 

(Nelson, M., 2005). For example, due to the size and strength of the United States economy, the 

American dollar is the world's most actively traded currency. In general, the eight most traded 

currencies (in no specific order) are the U.S. dollar (USD), the Canadian dollar (CAD), the euro 

(EUR), the British pound (GBP), the Swiss franc (CHF), the New Zealand dollar (NZD), the 

Australian dollar (AUD) and the Japanese yen (JPY). 

Currencies must be traded in pairs. Mathematically, there are 27 different currency pairs that can 

be derived from those eight currencies alone. However, there are about 18 currency pairs that are 

conventionally quoted by Foreign Exchange market makers as a result of their overall liquidity.  

These pairs are: 

USD/CAD EUR/JPY USD/JPY CHF/JPY GBP/USD AUD/CAD  

EUR/USD EUR/CHF EUR/CAD AUD/JPY NZD/USD  GBP/CHF 

USD/CHF EUR/GBP EUR/AUD AUD/NZD  AUD/USD GBP/JPY 

Table 1 :  

The total amount of currency trading involving these 18 pairs represents the majority of the 

trading volume in the FX market. This manageable number of choices makes trading a lot less 

complicated compared to dealing with equities, which has thousands of possible choices to 

choose from. 
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7.0 Data Analysis and Findings  

Data Analysis and Findings 

Pearsonõs r (R) is a measure of correlation; sometimes, we just call it the correlation coeǣcient. R 

tells us about the strength of relationship between ôXõ and ôYõ. The formula for Pearsonõs r is 

somewhat similar to the formula for the slope (b). It is as follows: 

 

R value of around 0.7 or more indicates that the two variables are fairly highly associated. 

The tables below shows the one on one correlation between major currency pairs like 

AUDUSD, EURJPY, EURUSD, GBPUSD, NZDUSD, USDCAD, USDCHF, and USDJPY.  

Correlation between the major currency pairsð 5 min, Hourly, Daily and weekly is shown below. 

The data collected is of 200 periods. Source: http://www.forexticket.us/en/tools/01-01-correlation, taken 

at 5.30 pm on 18th Dec 13. 

 

Fig. 1: 
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Fig. 2 : 

 

 

Fig. 3: 



Management Vision 

Rizvi Institute of Management Studies & Research 20 
 

 

Fig. 4: 

All the currency pairs which have a high positive correlation i.e. more than 70% are marked with 

rectangle. 

All the currency pairs which have a high negative correlation i.e. more than 70% are marked with 

oval. 

It is evident that of all pairs the currency pairs with high degree of correlation ð either positive or 

negative are USDCHF & EURUSD, USDJPY & EURJPY, USDCHF & GBPUSD, USDCAD 

& AUDUSD and EURUSD & GBPUSD. Although the strong relationship between these 

currency pairs is partially due to the common dollar factor in the two currency pairs, the fact that 

the relationship is far stronger than that of other currency pairs, stems from specific 

fundamentals factors. For example, AUDUSD and USDCAD are highly related as both 

Australian Dollar and Canadian Dollar are commodity price driven currencies. The correlation is 

highest between USDCHF & EURUSD, due to the close ties between the Euro zone and 

Switzerland.    

CHF stands for the Swiss franc and it happens to be the legal and certified currency of exchange 

belonging to Switzerland and Liechtenstein. The only remaining currency across Europe still 

named franc, even the Central Bank of Switzerland uses the currency. As a country surrounded 

by other members of the Euro zone, Switzerland has very close political and economic ties with 

its larger neighbors. The close economic relationship began with the free trade agreement 

established back in 1972 and was then followed by more than 100 bilateral agreements. These 
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agreements have allowed the free flow of Swiss citizens into the workforce of the European 

Union (EU) and the gradual opening of the Swiss labor market to citizens of the EU. The two 

economies are very intimately linked. Therefore, if the Euro zone contracts, Switzerland feels the 

ripple effects. To add to this, Swiss franc was pegged against the Euro on 5th September 2011 in 

an attempt to protect its economy from the European debt crisis. The Swiss National Bank in 

effect devalued the franc, pledging to buy "unlimited quantities" of foreign currencies to force 

down its value. The SNB warned that it would no longer allow one Swiss franc to be worth more 

than û0.83 ð equivalent to SFr1.20 to the euro ð having watched the two currencies move closer 

to parity as Switzerland became a "safe haven" from the ravages of the Euro zone crisis. It was 

done as the massive overvaluation of the Swiss franc which was being bought in uncertain 

scenario due to its safe haven status posed an acute threat to the Swiss economy and carries the 

risk of a deflationary development according to Switzerland's central bank. 

The long term correlation is further depicted in the following graphs which depict that USDCHF 

and EURUSD currency pair are water images of each other. 

 

Fig. 5: Dotcom bubble burst - Daily closing prices since 1st Jan 2001 till 15th Dec 2013 
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Fig. 6: Post Subprime crisis - Daily closing prices since 7th July 2008 till 15th Dec 2013 

As EUR/USD and USD/CHF move in opposite directions, for a trader having a portfolio of 

long EUR/USD and long USD/CHF is the same as having virtually no position - this is true 

because, as the correlation indicates, when the EUR/USD rallies, USD/CHF undergoes a selloff. 

Almost every time, USDCHF movement lags the EURUSD slightly. 

8.0 Conclusion 

To be an effective trader, it is important to understand how different currency pairs move in 

relation to each other so traders can better understand and manage their net exposure. Some 

currency pairs move in tandem with each other, while others may be polar opposites. Currency 

traders who place bets on more than one currency pair can use this degree of correlation to their 

advantage by making strategies on correlated pairs, to avoid overexposure, to double profitable 

positions, to diversify risks, and to hedge. Thus learning about currency correlation can help 

traders manage their portfolios more appropriately.  

One way of managing exposure to such currency pairs would be by means of a natural hedge 

wherein an import related exposure in EUR can offset an export related exposure in CHF with 

no fresh hedge position needed to be initiated in the derivatives market. Currency traders can 

also use it to initiate calls as USDCHF movement lags EURUSD movement slightly.  

Regardless of your trading or hedging strategy and whether you are looking to diversify your 

positions or find alternate pairs to leverage your view, it is very important to keep in mind the 

correlation between various currency pairs and their shifting trends. 
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Scope For Future Research  

¶ More currency pairs can be covered and studied extensively 

¶ More time frames can be considered to check correlation 

¶ Predictive study to forecast the impending movement of major currency pairs can be 

done 
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Sales Promotions: A Marketing Weapon or A Struggling Effort 

Mr. Furqan Shaikh14 

 

Abstract 

This study is an attempt to understand sales promotion and thereby identify related prospects and problems. Sales 

Promotion, a short-term inducement, offered to a consumer or trade has gained momentum as a promotional tool 

world over. Tougher market conditions and complexity of modern business have led managers to make frequent use 

of sales promotions. Sales promotion is used to reduce dissonance and in turn the risk involved in the purchase 

process of a consumer. The risk could be financial, functional, social or psychological. As a result it becomes 

necessary for the marketers to evaluate their sales promotion programs and access its success or failures in achieving 

a targeted number. 

This paper makes an attempt to review some instances of success as well as failure of sales promotion programs 

Key Words: promotions, prospects, problems, success, failure 

 

 

1.0 Introduction  

At the turn of new millennium, Indian economy had undergone a sea change. Influx of 

competition in every product market with entry of multinationals, inflationary pressures, and 

consumer and trade becoming deal prone brought around pressure on managers to use sales 

promotions which would add value and show results within the constraint of tighter budget. 

However, a survey shows that most companies had spent 50 to 100 per cent more on 

promotions over the last few years. On one hand a highly competitive market place compels 

marketer to increase the spending on promotional mix, on the other hand promotional 

expenditures are under heavy scrutiny by top management for cutting costs. Hence managers 

look for avenues to pool in resources to increase effectiveness and efficiency of their resources. 

In India even though sales promotion expenditure is on rise, very few companies are found to 

follow systematic way of budgeting, planning and implementation as most sales promotion 

decisions are made on ad-hoc basis. This leads to many unsuccessful promotional campaigns. 
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And it calls for proper planning so as to create a promotion which is feasible to both, the 

customers as well as marketers. 

2.0 Sales Promotions: Major Prospects & Issues  

Sales promotion is a key factor & strategy for marketers within the promotional mix. Sales 

promotion refers to many kinds of incentives & techniques directed towards consumers & 

traders with the intention to produce immediate or short term effects. Sales promotion helps in 

stimulating trial or purchase by final customers or others in the channel. A marketer can increase 

the value of its product by offering an extra incentive to purchase a product or brand. 

A few definitions of sales promotions are as quoted below,:- 

¶ American Marketing Association ð òSales promotions is media & non media 

marketing pressure applied for a predetermined, limited period of time in order to 

stimulate trial & impulse purchases, increase consumer demand or improve product 

qualityó. 

¶ Council of Sales Promotion Agencies ð òSales promotion is a marketing discipline 

that utilizes a variety of incentives techniques to structure sales related programs 

targeted to consumers/trade/ and or sales level, that generate a specific measurable 

action or response for a product/serviceó. 

¶ Institute of sales promotion, U.K. ð òSales promotion comprises that range of 

techniques used to attain sales/marketing objectives a cost effective manner adding 

value to a product or service either to intermediate or end users, normally but not 

exclusively within a definite time periodó. 

If one carefully inspects the few definitions given above, it is noteworthy that the definitions are 

worded aptly and differently gives an understanding of how sales promotions can be used a tool 

for reasons varying from strategic to aggressive. It is not only about making the customer buy a 

product but also influencing and defining the quantum of the customers purchase.  

Many studies have shown that price and sales promotions have a significant impact on 

consumers' brand choice, purchase time, and purchase quantity decisions. Though brand sales 

are the result of consumers' decisions about when, what, and how much to buy, very little work 

has been done to capture these three consumer decisions at the same time for decomposing the 

effect of a marketing instrument into these three components. A question of continuing interest 

to marketing researchers and practitioners is how marketing mix variables affect consumers' 
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purchase decisions and thus the sales of a brand. The interest is growing with the escalation in 

promotional expenditures. Though manufacturers can see a gratifying sales increase during a 

promotion period, a nagging question remainsñis the increase in sales due to consumers 

switching from other brands or is the brand borrowing sales from the future as consumers 

advance their purchases in time or stockpile the product? 

3.0 Objectives 

The objective of the paper is to understand: 

¶ To understand the current sales promotion practices 

¶ To understand the nature and extent of sales promotion practices 

¶ To understand issues that are likely to arise in managing these activities 

4.0 Review of Literature 

The Indian market is well known for its diversities in terms of demographic, economic, social 

and cultural variables. Understanding the requirements of the different segments of the market is 

imperative and obviously important for the success of any market. Age, Gender, Family Size, 

Income Status, Marital Status, Occupation, etc. are some factors that influence the strategies 

(Majumdar, 2010). 

With the emergence of big players such as Bharati, Reliance, Future group and others, the retail 

sector is facing stiff competition, both in terms of product and service mix. Each and every 

organized retailer is under threshold pressure to offer their best to customers. Retailers may carry 

the best product mix, but they may not be able to reach the possible sales levels if promotions 

are not conceptualized and implemented aggressively (Chavadi & Kokatnur, 2010). 

Pravin Patil & Vidyadhar Vedak (2011) highlights that consumer preference towards private 

label is an alternative to national brands & is considered as retailers value proposition for the 

customer. Preference of Indian consumers towards national brands is essentially due to their 

trustworthiness & quality factor. Retailers need to maximize their efforts in positioning of their 

private brands. Private label products are usually priced 15 to 40 percent lower than branded 

products. Primary objective of introducing a private label is to gain leverage during negotiation 

with national level brand manufacturer for extra margin. Private labels are preferred by price 

sensitiveness segment of customers. Retailersõ major benefit is higher gross margin earning on 

private brands. Operational benefit includes control on quality, supply chain & ease of 
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merchandise movement. Store brands & national brands play complementary roles, while former 

becomes a source of store differentiation & loyalty; the latter plays the role of increasing the 

price of store labels thereby contributing towards store profitability. Variety of private brands 

impacts price reduction of national brands which benefits the consumers. 

The importance of sales promotions- short term activities which induces trade or consumer to 

buy now rather than in future as the value of apparel after the season, goes down substantially 

and inventory carrying burden turns out to be very high. Apparel retailer needs to understand 

critical role of sales promotions. Attractive promotions induces purchase acceleration, stock 

piling and brand switching on the part of a consumer which substantially reduces retailerõs 

financial and inventory risk and consumerõs financial risk and psychological risk (Vyas, Preeta 

2007). 

Krishna (2011), aims at understanding and identifying the important determinant factors 

affecting the consumer buying behavior towards Private Label apparel. The consumers who 

purchase Private Label apparel brands are mainly affected by several variables like, brand 

awareness of store, brand image of store, cheaper price, Sales Promotion offers (discounts), 

Comfort, Durability, Ambience and Visual Merchandising (Store Atmospherics & Design). 

The most important factors having a very strong positive effect on the buying behaviour of 

customers in the organised sector are Pricing and Schemes/ offers. These are followed by 

Quality, Income and Service. Other factors are social status, lifestyle, references and 

convenience. The most important factor in the unorganised sector is convenience. This is 

followed by Income, References, Schemes/ Offers. Other factors are pricing, social status, 

lifestyle and service (Misra, 2011). 

Price-value equation has emerged as the most important determinant of the customerõs buying 

behavior and decisions. Greed and comparisons with other customersõ purchases emerged as 

another important factor for the customer buying decisions. Another important factor that 

influences quick purchases is the fear of any opportunity lost. All these three factors have a 

positive effect on the buying decisions on the customers (Pathak & Tripathi, 2009) 

In a bid to strengthen relationships with their customers marketers are showing renewed interest 

in customer loyalty programs. But how effective are these programs? Surprisinglyñgiven their 

current popularityñthe evidence is equivocal. Research on ònormaló patterns of loyalty in 

established competitive markets suggests that in many cases it is hard to obtain exceptional 

advantages through the launch of a loyalty program. Also, competitive forces tend quickly to 

erode any differential gains (Dowling & Uncles, 1997). 
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5.0 Research Methodology 

Type of Research: 

Exploratory 

Scope & Limitation of Research: 

The study is limited to 3 reference cases from 3 different sectors industry only. As a result 

generalization of this study to other sectors and/or the concept in general cannot be established 

with certainty. 

Research Design: 

Case Study 

Type of Data: 

Secondary Data ð collected from sources viz. research journals, company websites, online data 

sources, etc. 

Type of Data Analysis: 

Qualitative 

6.0 Case Study 

Case 1: Fast Food 

Kentucky Fried Chicken or KFC has been a late entrant in the Indian market. Even though it 

has an unique offering with òCrispy Chickenó, it faces stiff competition in the fast food segment 

from organised players like McDonalds which competes with its range of value meals and 

Dominos which is symbolised by its 30-minutes delivery of Pizza. In fact, in all major markets 

across the globe, KFC competes with these two companies.  Both the brands have looked at 

catering their product offerings suited to Indian tastes. KFC has also included items such as Rizo 

(Rice) which is served only in South-east Asian countries. The company is owned by Yum 

Brands! and has several licensees in India including KFC Malaysia with Kolkata forming a major 

sourcing destination. 

Sales Promotion Campaign adopted by KFC 
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KFC has a tie-up with FreeCharge.in through which it offers food coupons currently. The 

various offers that it has are: 

¶ Get three piece hot wings free with any meal 

¶ Get a Choco cake on purchase of Rs 300 

¶ Value Snacker meal at INR 70 (veg) and INR 80 (non-veg) 

In terms of in-store sales promotion, KFC offers a special offer to promote breakfast sales. If a 

meal is ordered in the breakfast slot, the customer can avail another piece of crispy chicken for 

an additional INR 20 instead of INR 75 in normal case. This can be seen in direct response to 

McDonald which is promoting its breakfast menu quite heavily with its loyalty cards that offer 

free McMuffin during breakfast. Both the FreeCharge campaign and the in-store campaign are 

not valid for home delivery order. However, there is a slight fallacy in this assumption on KFCõs 

part as Indians are not likely to consume chicken in breakfast. 

If we closely analyse the three offers above, the third coupon is redundant as the snacker meals 

are available at these prices even without the coupons. The second coupon ensures a minimum 

ticket size of INR 300 in order to avail the offer, which is possible only in groups of 2 or more 

generally. The only value coupon appears to be three piece hot wings free (INR 59) which can be 

availed with meals starting from INR 70 (Taxes extra in both cases). 

KFC recently started its home delivery service in India, for which it has similar offers. However 

the minimum order size for home delivery has to be INR 150. In addition to it, KFC was also 

offering 2 Litre Pepsi free with Chicken buckets for home delivery. The FreeCharge offers were 

introduced after the home delivery offers got discontinued in January, this year. As a consumer, 

there is enormous value in the deals as KFC is often perceived as a premium product due to its 

unique offering. 

In fact, the value deals can also be looked at as targeting the college student and the family 

market to change its perception from a fast food to family food. If we analyse the monetary 

value of the deals, KFC has a significant cushion as margins are quite high due to the price 

difference between the final product and the raw materials. The only problem for KFC though 

will be who redeems it and how it is being redeemed. For instance, the coupon for three piece 

hot wings free might pose serious challenge towards the profitability in case it is redeemed with 

the low priced meals. However, there is little doubt that the strategy is bound to increase market 

share for KFC in the fast food segment in short run.  
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Food for thought: Can KFC actually emerge as the breakfast destination in India and 

successfully compete with McDonalds? 

Analysis: 

KFC has tried to hit a nail hard and has almost proved successful considering the point that the Indian consumers 

have very rapidly moved to fast food consumption. However what has proved a slight deterrent fro KFC is the fact 

that a meal for most Indian has to have a lot of variety which may be difficult for KFC to provide. Even with the 

variety it provides it became difficult for KFC to sustain the customersõ interest. Also the concept of òcouponsó has 

still not caught on with the Indian consumer. They are still comfortable to the idea of preferring a spot/cash 

discount, and as a result the idea of purchase now and get the discount next time, has not proved so successful in 

this market. All said KFC has got a lot of head start in this fiercely competitive market and sector. 

Case 2: IT/ Technology 

Dell India, subsidiary of global computers manufacturer Dell Inc, has kicked off the festival 

season with its celebrate Dell Se campaign and interesting festive offers for the consumers. This 

festive season the retail (individual) personal computer buyers will receive something extra with 

every Dell Inspiron, XPS or Alienware purchase above Rs 35,000, the company said in a 

statement.  

Dell will also offer special discounts on warranty extensions for Dell customers to ensure that 

they continue to enjoy the peace of mind on their Dell products for an extended duration.  

The campaign "Celebrate Dell Se" is in keeping with the recently launched Dell festive television 

commercial which aims to spread the concept amongst consumers to give their loved ones a hint 

on the gift they want this festive season. 

"This is the time of the year that is considered auspicious and is celebrated all over India by the 

exchange of gifts and purchasing new things, a tradition that has been in place since time 

immemorial. We believe that when you give the gift of technology to your loved ones or 

yourself, you are providing inspiration and the tools to unlock their passions." said P 

Krishnakumar, executive director and general manager, consumer and small business, Dell India. 

Analysis: 

Dell has targeted the òemotionaló aspect of the Indian consumer. While most sales promotional schemes define the 

quantum of discounts initially, Dell strategized to make the customer purchase first in want of a discount. Also 

Dell identified that the Indian consumer times most of their purchases, whether discounted or non-discounted, 

during and around festive seasons, which is true in most cases even for a technology brand. Dell, in this case, has 
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adopted a correct strategy. However it faced a stiff competition from other already established foreign brands as well 

as cheaper options of national brands. 

Case 3: Apparel 

A couple of years back some brands descended on the Indian apparel marketing space with a 

very interesting value model. These included LaFanso, Cantabil, TNG, Lee Solly, TQS, and 

Koutons. The brands announced ôdrop a bomb discountsõ previously unseen and unheard to lure 

value conscious middle class buyers. Take a look at the following: 

¶ Buy 1 get 3 free 

¶ Flat 80% Off 

¶ Buy 1 get 5 free 

But now most of these brands are reeling under crises. The results of Cantabil Retail India have 

not been good. It reported a standalone sales turnover of Rs 37.83 crore and a net loss of Rs 

4.24 crore for the quarter ended Dec õ12. The case is no different for the other discount brand 

Koutons. The company is debt ridden and has been incurring losses. It has been closing down its 

showrooms discontinued itõs another brand ôCharlieõ.  Once a common sight on the market 

space, these brands seem to be slowly vanishing form the scene. A variety of factors have 

contributed to their fate including excise duty, raw material costs and inflation. But it is 

interesting to explore these brands from marketing perspective. Is deep discount model which 

rests on a perpetual promotional offer by which a high maximum retail price (often greater than 

top brands like Van Heusen and Park Avenue) is discounted by a big percentage to give an 

impression of irresistible bargain tenable in the long run? 

Peter England arrived on the market and went on to write an impressive success story.  Unlike 

Van Heusen and Louis Philippe which were premium offerings, this was a value for money 

offering by Madura Garments. It went on to carve out a niche in ready to wear menswear market 

by intelligently packaging its value for money proposition as ôhonest brandõ. By calling itself as an 

ôhonest shirtõ it indirectly struck a chord with value sensitive Indian buyer without bringing price 

into an explicit consideration. The affordability was brilliantly packaged as honesty. The idea was 

to deflect consumer consciousness from a discourse involving price, cheap, economy and 

bargain. It was ôeconomyõ decently packaged.  The brand developed ôdown to earthõ 

ôunpretentiousõ personality which connoted ôvalue proportionate to priceõ. Later the 

communication took the brand to a notch higher by a symbolic campaign ôMore is lessõ in order 

to appeal the younger audience (psychographic matching). 
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Analysis: 

The concept of sales promotions is very difficult to adapt for a longer and certain manner in the organized apparel 

sector especially because the unorganized sector is giving very tough competition. Also local customized stitched 

apparels are still in vogue and will be here to stay. As a result apparel retailers have come out with varied 

promotional schemes, ranging from an acceptable and appealing ò50%ó off to an unbelievable sounding òflat 90% 

offó. This sometimes makes the customer think a lot of negative about the product, such as the product could be 

defective, it could be an old stock, it may not be a genuine product, etc. On the other hand it may even be a steal 

for some customers who could definitely gain from such atrocious sounding bargains. 

7.0 Conclusion 

The attribution theory explains how people interpret events. People try to figure out why things 

happen in a particular way or why people behave in a certain manner. People try to make sense 

by determining cause behind a phenomenon. A short term deep discount can be interpreted as 

sudden stock liquidation or a celebration offer or competitive maneuver. But a long term use is 

likely to make people suspicious about genuineness of the offer. 

Discount brands tread on a difficult territory. Perpetual discounting can position a brand as 

cheap and create undesirable connotation. It is psychologically gratifying to be able to grab a 

bargain but socially it is undesirable to be associated with a bargain brand. People love to buy an 

aspirational brand (brand imagery) at a discount (made affordable) but shy away from a brand 

cheap brand (personality). There is fine distinction between a cheap brand and inexpensive 

brand. The concept of social signification applies equally to economy customers. It is here that 

the brand needs to deflect bargain oriented discourse from their image. 

How long a discount offer is likely to be perceived as golden opportunity? The adaptation theory 

explains that people have a tendency to get used to or adapt to a situation. As a result a 

situation/ stimulus ceases to be stimulating which causes people to seek novelty elsewhere. An 

offer like 50% off is likely to be perceived as an exciting offer for some time in the beginning 

and act like a magnet but its long term usage is likely to rob uniqueness out of it. 
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A Study on Competency Mapping Tools and their Usage in 

Organisations across Sectors 
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Abstract 

Competency Mapping is the process of identification of the competencies required for effective performance on any 

given job/role at a given point of time and assessment of competencies of individual to measure the competency gaps 

against the desired level of competencies. Competency mapping consists of breaking down any role/job into its 

constituent tasks or activities and identifying the competencies (technical, managerial, behavioural, conceptual 

knowledge, attitudes, skills, etc.) needed to perform the same effectively. 

A plethora of tools are used for competency identification, competency assessment and competency validation. This 

study is an exploration of the extent of usage of various Competency Mapping Tools. 

Key Words: Competency Mapping, Competency Mapping Tools, Competency Assessment, Competency Identification, 

Competency Validation 

 

 

1.0 Introduction  

Competency Mapping is the process of identification of the competencies required for effective 

performance on any given job/role at a given point of time and assessment of competencies of 

individual to measure the competency gaps against the desired level of competencies. 

Competency mapping consists of breaking down any role/job into its constituent tasks or 

activities and identifying the competencies (technical, managerial, behavioural, conceptual 

knowledge, attitudes, skills, etc.) needed to perform the same effectively. 

There are multifarious benefits of implementing a competency-based approach in an 

organization. For the organization, competency  based HRM practices  reinforces corporate 

strategy, culture and vision throughout the organization; In the words of Dubois(2003) 

òOrganization leaders are increasingly understanding that when competencies are aligned with or 

tied to their organizationõs culture, values and expectations then productivity improvements can 
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be realizedó ; sets up expectations for performance excellence in a manner which leads to 

professional development, enhanced job satisfaction and better employee retention; enhance the 

effectiveness of training and development by relating them to success criteria (i.e., behavioural 

standards of excellence),enables focus on job relevant behaviours and skills;  provide data on 

development needs that emerge from group and/or organizational composites that are an 

outcome of multi-rater assessments; provide a common framework and language for discussing 

how to implement and communicate key strategies; provide a common understanding of the 

scope and requirements of a specific role; provide common, organization-wide standards for 

career levels that enable employees to move across business boundaries. òCompetencies focus 

individual achievement on the outputs or results expected of persons rather than the traditional 

approach of focussing on employeesõ successful completion of work activities which might or 

might not result in obtaining the outputs or results that are valued by customers, clients, or 

constituentsó(Dubois, 2003). 

On a larger level, Competency based HRM benefits organization through provision of 

competent workforce. A great part of performance owes its roots to competency, though one 

cannot discount the impact of job demands and organizational environment. Competency almost 

always leads to enhanced productivity, better quality of work, delighted and satisfied customers 

and high customer retention or repeat business. Further, high service levels and higher levels of 

outputs also builds tremendous goodwill and reputation for the organisation, thereby helping the 

organization not only in customer acquisition but also attracting investors. 

Competency based practices in organization help managers determine performance criteria to 

enable  accuracy and ease of hiring and selection process; òprovides a complete picture of job 

requirements ( Sanghi) ó; enhances the probability of hiring people who will perform effectively 

and minimize chances of hiring a wrong person, thereby affording tremendous cost savings; 

provide more objective performance standards; clarify standards of excellence for effective  

communication of performance expectations to direct reports; provide a clear platform for 

dialogue to occur between the manager and employee about performance, development and 

career-related issues. By way of isolating the competencies used by successful or best ðin -class 

performers that distinguish their performance from average or below average, 

managers/supervisors can raise the performance bar for all Employees doing the same work 

Competency-based practices aid employees in identifying the success criteria (i.e. behavioural 

standards of performance excellence) required to be successful in their role; provide a more 
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specific and objective assessment of their strengths and specify targeted areas for professional 

development and career related issues. 

Competencies can be used as a driver for determining oneõs career path and also affords in the 

words of Dubois òlife-career advantageó. Competency Mapping identifies or òmapó the key 

competitive strengths for marketing their capabilities to obtain career opportunities through 

participation in competency-based interview and selection activities. 

Identify  

In todayõs age of flatter organizations with project or matrix structure and more so in the future, 

òôjobsõ are a less meaningful entity for describing performance expectations than is the ôworkõ 

that must be completed for organization success (Dubois, 2003)ó. This òwork- basedó approach 

help organizations define desired outputs or results and thereafter tasks and competencies 

required to achieve these very outputs are determined. The approach in its matching of 

employees competencies to work runs counter to the conventional norm wherein the attempt 

was to òfit the work to the employeesó. The outcome is a very òhigh goodness of fitó between an 

employeeõs capabilities and the task/work that is to be accomplished. 

Developing Competency Frameworks 

The prime reason for organizations going for development of competency frameworks  is to 

furnish a clear, definite link between business objectives and HR policies and practices. 

Hollyforde and Whiddett(2004) state òcompetency frameworks are tools to enhance individual 

and organizational performance-and not, as some may believe, to keep HR professionals in a 

job!ó This development of Competency framework requires a structured approach, discipline 

and specialized skills. The afore-mentioned author duo also elaborate on three key principles that 

need to be followed ðòinvolve the people who will be affected by the framework; keep the 

people informed about what is happening and why; create competencies that are relevant to all 

those who will be affected by them as well as to organizational needs and intended applications.ó 

The five ways in which a competency framework might be developed in an organization are ð

development from the scratch where none exists; extension of an existing framework to include 

wider range of jobs hitherto outside its purview; updating existing framework to ensure its 

relevance in changed times and circumstances; developing a specific framework for a particular 

domain in the organization (for example performance management); adaptation of an existing 

framework to meet peculiar needs in a specific part of the organization or for a particular 

application. 



Management Vision 

Rizvi Institute of Management Studies & Research 38 
 

Most HR experts concur that the development of competency framework broadly entails a four 

step process of ð Preparation and Ground work, Collecting Information, Compiling the 

framework and lastly Rolling out the framework. The interim two steps of Collecting 

information about jobs and works and Compiling the framework and validation of the draft 

competencies entails use of a plethora of tools and techniques. 

2.0 Tools/ Techniques of Competency Identification 

Competency Identification constitutes the preliminary step towards development of frameworks 

in an organization. It is the process of identification/recognition of the competencies required 

for successful performance of a given Job/ Role or a set of tasks at a given point of time. There 

are various tools, techniques and practices available for identification of competencies which are 

discussed as follows: 

Task Force 

The organization can constitute a special task force comprising 3 to 5 members dedicated to the 

task of identifying competencies required for a particular Job/ Role. Competencies can also be 

identified for the organization, various functions/departments, for various levels of individual 

competencies.  

This task force generates ôtask descriptions through review training manuals or direct observation 

of the job performanceõ(Shermon, 2004). Dr. Shermon in his seminal work titled ôCompetency 

based HRM. A strategic resource for competency mapping, assessment and development 

centresõ lucidly describes the ôTask Analysis Approachõ as consisting of following steps: 

¶ Generation of task description item banks by scientific staff 

¶ Subject matter specialists review the consolidated list and delete the tasks not 

performed or out of date tasks 

¶ The task list narrowed down to most representative tasks. 

¶ Experts rank the tasks based on the importance (least/most), sort tasks into clusters 

based on the performance requirements 

¶ Competencies required performing the tasks identified 

Job Task Analysis 

This approach also called Job Task Analysis approach while performing studies uses 

conventional methods like interviewing or documentation review. The task force members 

should be experienced and mature enough to find when employees dupe the observer by giving 
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less than the optimal performance they can deliver so as to keep the demands they face later as 

low as possible and thereby preventing the task force members to get a realistic view of the 

position. 

Overall, itõs a practical approach to observe employees at close quarters and explore how people 

work, examine what they do on the job and enquire into what exactly is being done in a 

particular position. For the process to be feasible on ground requires a certain standardization & 

regimentation of approach, methodology and analysis used. 

Bench-marking 

This means comparing an Organizationõs Organization  Competencies, functional Competencies, 

Behavioural and Technical Competencies with the more successful or better ones in one or more 

of the following ways: 

¶ Benchmarking against the Leader or Superior performers within the Industry : For 

this organization needs to identify competencies of Superior performers for different 

Jobs/Roles or levels working in any other organization and adopt it in any of the 

following ways: 

¶ Adopt competencies present/evident in Organization ôB õin toto or  adopt with 

appropriate modifications according to its  own needs 

¶ If it has already identified its competency requirement, it can compare those with 

Organization ôBõ and modify its competency requirements accordingly for different 

Jobs or levels 

¶ Benchmarking against the best-in-class outside the industry: If Organization ôAõ 

considers that organization ôBõ which is from a different industry is performing better 

than it, then it can go for getting acquainted with the competencies evident in 

Organization ôBõ in any of the following ways. (to illustrate an Organization ôAõ in 

Banking Industry can compare its Behavioural Competency of Customer Service 

Orientation with Organization ôBõ in Hospitality Industry displaying superior 

performance in Client/Customer servicing 

¶ Adopt competencies present/evident in Organization ôB õin toto or  adopt with 

appropriate modifications according to its  own needs 

¶ if it has already identified its competency requirement, it can compare those with 

Organization ôBõ and modify its competency requirements accordingly for different 

Jobs or levels 

¶ Benchmark against the Competitors within the Industry 
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Bench-marking usually entails the following steps: 

¶ Choose the Job/Roles or levels in the organization for which competencies have to 

be identified through benchmarking 

¶ Select the organization which may be a leader within the industry or Superior 

Performer in a particular domain which may be from outside the industry (i.e best-in-

class) 

¶ Recognize the competencies of selected organization or Superior Performers 

¶ Adopt the competencies of benchmarked organization or Superior Performers 

Critical Incident Technique 

This technique was developed by Flanagan in 1954. It requires those people as observers who are 

frequently doing the job such as supervisors, clients, peers or subordinates. Observers are 

supposed to describe incidents of effective or ineffective behaviour of an employee/job 

incumbent over a period of time. There would typically be occasions when the job incumbent 

displayed superior performance and on other occasions the performance was woefully 

inadequate or in plain words poor. Job holders/ incumbents are asked questions in a methodical 

and orderly manner . The questions dwell on situations and challenges faced by them. The 

responses in terms of their thoughts, action and consequences are all captured. Both the 

incidents where the job holder has been successful and unsuccessful are documented. The 

interviewee is also  interrogated as regards factors he/she ascribes to success or failure in a 

particular incidence 

This technique is based on the assumption that employees displays his/her best self or worst self 

during a crisis. The limitation of this technique lies in its dependence on past behaviour to draw 

lessons for the future. Owing to the dynamic nature of business, the strategies are also in flux 

rendering learnings from past behaviour to be a futile exercise. 

Repertory Grid Techniques 

This technique developed by George Kelly way back in 1955 is rather projective (qualitative) in 

nature as opposed to other cut and dry techniques which are amenable to quantitative analysis. 

Unlike closed ended questionnaires which put limits or restrictions on the answers/ responses , 

the advantage of Repertory Grid lies in its ability to elicit skills required to perform on a job from 

observers who hold forth in a free-wheeling discussion. It highlights those behaviours which are 

associated with effective performance. 
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Customer Contact Maps 

This a commonly used quality tool for examining customer service. This entails capturing each 

and every Moment of Truth (i.e. every instance when the Company interacts or touches/ 

interfaces with a customer-be it internal or external. Contact maps provide a different 

perspective of viewing processes in an organization- that is from the standpoint of customer. 

These Moment of Truth instances could be face-to face conversations, inbound and outbound 

phone calls, mailers brochures, advertisements. The question asked for identifying competencies 

is ôWhat do job incumbents need to know or act /perform to be able to satisfy customers for 

this particular contact? 

Other tools and techniques of Competency Identification include by self and superior, by HR 

specialist, Job expert/ Subject matter specialists, Psychologists, Industrial Engineers, 

Questionnaires, Interviews, Group Work.  

These tools and techniques can be used alone as well as in conjunction. Competency 

Identification would be more relevant and authentic if it combines various methods as per need 

thereby overcoming the limitation of one method ðby setting off one toolõs limitation by other 

toolõs strength. 

3.0 Competency Assessment and Its Tools  

Competency Assessment is the process of measuring the competency gaps or deficiency of an 

individual or group of individuals against the required competencies in relation to existing or 

expected Job Requirements or Superior Performance. These required competencies are identified 

for the Job/Role through Competency Identification Models using tools /techniques discussed 

above. 

Competency Assessment process typically goes through the following steps: 

¶ Identification of Competency Required for Job/Role 

¶ Select Individuals for Competency Assessment 

¶ Design Competency Assessment Tools 

¶ Apply Competency Assessment Tool 

¶ Identify Competency Gaps or Deficiencies 

¶ Post Competency Assessment Applications in Recruitment, Reward, Development, 

Performance Management, Career Planning, Job redesign, Succession Planning 
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Competency Assessment Tools 

A plethora of tools are used in isolation or combination for the purpose of Competency 

Assessment in Organizations. To elaborate, Self and Superior Assessment can be deployed alone 

or it can also be a part of 360° Feedback. Likewise, Role Play can be used as a separate tool for 

competency assessment or it can be employed as one of the sub tools in combination with other 

sub tools through assessment centres. 

Sanghi (2007) in her book ô The Handbook of Competency Mapping. Understanding, Designing 

and Implementing Competency Models in Organizationsõ presents an exhaustive list of Exercises 

used for Assessing Competencies of employees. 

¶ Written Exercises: 

These are of the nature of simulations of the written work typically undertaken by the job 

incumbent in his/her average work day. These exercises are completed by the 

participants themselves. Sanghi(2007) adds a word of caution that the written exercises 

should not be administered in large numbers lest they become dull and boring.  

¶ In-Tray or In-basket: 

This is another form of simulation exercise where the in-basket represents day-to-day 

decision making situation which a manager is likely to face in written form from various 

sources. The in-basket contains a wide variety of materials in the form of memos, 

correspondence, telephone messages, notes and requests for the participantõs attention. 

The design of this exercise requires a thorough job analysis in terms of responsibilities 

and duties discharged/ carried out and competencies required thereof. The participant is 

expected to deal with each of the task or situation within a stipulated period of time as 

well as put down their reactions in writing. A participantõs general activity level, problem 

analysis skills, planning and organizing, time management, delegation and concern for 

priorities can be assessed based on his reactions to the in-basket. With Information 

Technology advances, in-basket can be presented to employees by using computers. The 

in-basket can include simulated e-mails. 

¶ Role playing: 

This involved players/participants essaying different roles from real life, other than those 

being played by the person concerned. It helps understand the dynamics of the role. It is 

used for assessment or evaluation owing to the insights it provides into various processes 

of human relations and also the personõs attitude and behaviour in a particular role. Role 
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plays are particularly useful in evaluating Conflict management, leadership skills, group 

problem solving, team skills, verbal and non-verbal communication, interpersonal skills, 

flexibility, motivational style, etc., depending on the type of situation in which it is 

employed. 

Role playing is widely believed to be the most effective of all the techniques used in 

assessment centers. This is because it enables least distortions to real life situation to 

concentrate on certain aspects. Moreover for development purposes also giving feedback 

to participants is relatively easier as the person is able to accept the feedback without his 

ego being hurt and hence not being forced to take a defensive stance 

¶ Management Games: 

This is still another form of real life simulation. Unlike those discussed above, it requires 

involvement of entire group-for example running a manufacturing operation, stock 

trading and running a large multi divisional organization. Though the  games vary in 

terms of degree of complexity,the common thread running through them is the 

somewhat unstructured nature of interactions among the participants and the variety of 

actions that can be taken by all participants. Complex management games more often 

than not have other exercises embedded like leaderless group discussions, role-plays or 

problem analysis. These days computer based management games are being developed, 

where computers generate information and simulate the game. Participants are not 

allowed direct access to the computer, but the person acts as a mediator between the 

group and the computer.  The mediator plays the role of a neutral observer giving any 

information that a particular group might need and ask for. The mediator also introduces 

various environmental factors such as entry of competitor, reneging on the agreement by 

the supplier or recession as a part of simulation. The interactive nature of the game and 

in some cases live games with real time feeds provides opportunities to assess 

competencies like strategic thinking, team player skills, leadership, analytical ability etc. 

These games require a certain level of expertise and assessor training also facilitates the 

conduct of the same. 

¶ Leaderless Group Discussions: 

This consists of four to six players and at times even more. The group is given a problem 

to solve (it can be in the form of a case study) which they are expected to discuss and 

arrive at a consensus within a stipulated period of time. More often than not the group 

gets a real life problem. Some of the norms adhered to in a LGD are: no chairperson is 
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appointed or designated, roles may or may not be assigned to group members. LGDs 

with roles assigned to members simulate decision-making meetings with resources 

equitably divided amongst them. LGDs with no role assigned to members are quite like 

adhoc committees constituted for specific purposes in organizations, for example, 

evaluating the marketing strategy, studying a particular issue or problem facing the 

organization. 

¶ Psychometric Tests : 

The word Psychometric means ômental measurementõ, so a psychometric test can 

measure aspects of the individuals such as ability, personality, motivation, competencies, 

behaviours and interests. The word test is generic: it is applied generally to all 

instruments. Some ôtestsõ are not tests per se, hence the tendency to interchangeably use 

words like questionnaire, inventory, tool, assessment or instrument. 

The British Psychological Society defines a psychological test as òany procedure on the 

basis of which inferences are made concerning a personõs capacity ,propensity or liability 

to act, react, experience, or to structure or order thought or behaviour in particular way.ó 

Psychometric Tests can be used to measure aptitude, ability tests and personality. 

Aptitude tests evaluate verbal and numerical reasoning ability. Ability test measure 

awareness and knowledge, like problem solving skills, computer literacy or financial 

management skills. Personality tests like 16 PF, MBTI, DISC and Extended DISC  study 

various dimensions of personality. 

There are thousands of Psychometric tests available off the shelf. The test to be selected 

has to meet the criteria of a Good test ; it has to be valid i.e. measure what it purports to 

measure. Other ingredients of a good test are  among others a userõs guide or technical 

manual stating what statistical trials the test has been through and explaining how to 

administer, score, analyse and interpret. The test should have been trialled/run on a large 

representative sample of people ( preferably over 500.The test should be reliable meaning 

give consistent results day after day. 

The test should have been validated across cultures, occupations, age and gender. A valid 

test measures what it purports to measure e.g. an aspect of individual/self such as ability, 

intelligence, behaviour, personality, motivation or aptitude. Moreover, instruments need 

to have faking detectors built in to check signs of manipulation from the test taker. 
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Prior to choosing a test, a careful job analysis needs to be carried out so that there is a 

match between the test and the attributes actually required to do a job.  

Psychometric tests need to be administered with caution and there are a few good and 

ethical practices , which if followed would help HR personnel avoid pitfalls. The test 

takers have a right to know in what ways the results will be used and interpreted. The test 

administrators and users should be competent to score and interpret results. Test takers 

need to know how test scores will be communicated and to whom; who would have 

access to results. Test users have to protect the confidentiality. The test takers should be 

informed how long test scores will be stored. Last, the tests should be properly 

constructed. 

Tests are not to be used as a singular means of making HR related decisions. 

Organizations would do well to appreciate that a single measure of an individual 

employee takes cognizance of  only one aspect and factors only on perspective. This is 

not adequate and does not suffice in the complex work environment of todayõs world. 

Ability or personality alone does not describe the whole person; interests, motivation, 

sociability, emotional intelligence, track record, experience are equally important and 

need to be factored in. 

No single test is 100% accurate; all tests are subject to error. Errors can creep in multiple 

ways : resulting from the way candidates interpret the words used in the test inventory; 

during administration of the test; time of the day when it is administered. 

¶ Interviews : 

Structured interviews are employed to enhance inter-assessor reliability. Questions to be 

asked are decided; sample responses are generated and classified as good, bad or average. 

This in turn is used to rate the employeeõs response. In fact several competency 

dimensions can be assessed through interviews. 

Background interviews are a very popular and effective way of predicting an employeeõs 

success on future role by way of ascertaining his performance on current and previous 

jobs. The participant gives detailed account of how he performed job duties in the past 

and how he grappled with job related problems.    

Interviews can be situational wherein the candidate can be asked what he would do if a 

tricky or unique job situation crops up. Some interviews are related to job knowledge. 

Others are stress interviews meant to ask pressure-related questions. Interviews are 
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effective only if planned carefully and carried out systematically. Competency dimensions 

to be assessed through interviews and the corresponding questions to be asked have to 

be decided beforehand. Expert interviews as the name suggests have experts on panel 

and are based on desirable experiences and qualifications. 

¶ Self-assessment: 

This compels individual employees to assess/think about themselves in terms of 

competency dimensions. However such assessments cannot be used solely , because 

more often than not an individual employee will select himself for a higher position. 

Further, there are significant differences between the assessment of assessors and ratings 

of self-assessment. 

¶ Peer Assessment: 

These are typically carried out before the conduct of assessment centers in an 

organization. These can be an important basis of how participants viewed each other 

prior to the exercises and compare it with their contribution at the group exercises. 

Moreover, these provide useful and worthwhile information for selection as also validity 

of peer assessment. Notable or serious differences in assessment by peers and assessors 

provide critical information about line managersõ ratings. 

Involvement of line managers in assessment ensures a holistic understanding of the 

ratings given by various players like assessors, participants and peers. 

¶ Behavioural Event Interview: 

Conventional selection interviews are marred by bias on the part of interviewers and 

display inadequacy as accurate predictors of future performance. BEI tries to overcome 

this lacuna by adopting the assumption that the best predictor of future behaviour is past 

behaviour. BEI allows interviewer to garner detailed job-related examples from the 

candidates, assess their past performance on the job and assess competencies desired for 

a specific job position. The explicit aim is to enhance the fit between the candidate (with 

his skills, Task Mastery & Competencies) and the position (with its assigned tasks and 

success factors). This matching of the candidatesõ skills, competencies and motives with 

the requirements and success factors of the position results in enhanced productivity and 

job satisfaction outcome. 

BEI also falls in the category of ôstructured interviewsõ which represent a variety of ways 

to achieve fairness and accuracy in predicting performance. Questions are posed in such 
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a manner so as to gather information relevant to key job requirements. Criteria for 

evaluation are established through job or role analysis and are used to compare with job 

evidence gathered during interviews to pass judgement on a candidate. This avoids direct 

comparisons amongst candidates on the basis of the interviewerõs overall impression. 

¶ Behavioural Description Interview: 

Sanghi (2007) lucidly describes òBDI is a version of BEI, one of the main competency 

definition techniques. Both are related to the Critical Incident Technique, but differ from 

it in the scope and length of the examples or ôeventsõ that interviewees are asked to 

describe and in the trigger questions that are used by the interviewer to elicit these 

examples. The BDI and BEI techniques are considered to be more suitable for complex 

jobs (such as management roles) or those involving a high level of interpersonal skill 

(such as sales roles). This is because they elicit a small number of examples of complex 

behaviour, which can then be explored in depth, whereas a Critical Incident Interview 

may elicit up to a hundred brief examples. We have found BDI to be highly effective, 

even at the most senior levels, including that of a chief executive.ó 

¶ 360-degree feedback: 

This is a multi-source, multi-rater system of obtaining information about an employeeõs 

performance from peers, subordinates, and internal and external customers. 360° 

assessment is based on the assessment of an individualõs management styles, 

competencies and behaviour by colleagues horizontally and vertically by involving his 

boss, peers and direct reports. This can be complemented with self-ratings and customer 

ratings. 360° feedback is powerful tool through which information regarding an 

individualõs personal development and his training needs can be procured. 

òThe 360Á feedback process involves collecting perceptions about a personõs behaviour 

and the impact of that behaviour from the personõs boss or bosses, direct reports, 

colleagues, fellow members in the project team, internal and external customers and 

suppliersó- Lepsinger, 1997. 

Its advantage lies in its getting data from numerous sources and from people who work 

with candidate on an everyday basis and are impacted in some way by the employeeõs 

behaviour. 
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Origin and Evolution of 360° Feedback 

The concept has its roots in industrial and organizational psychology when Nadler(1977) 

conducted an employee attitude survey in which he asked employee to rate their level of 

satisfaction with their immediate supervisor and top executives. In, 1998, It was labelled 

as the ô360Á Appraisalõ in US. There are various schools of thoughts regarding the origin 

of this method. 

According to Forbes (1996), upward feedback was developed by Peter Farey of the 

British Airways in 1973. Other viewpoints were offered by Harris and Schaubroeck 

(1998), who quoted a 1978 review of 24 commercial feedback instruments that existed at 

the time. 

It gained traction in India in the mid 1980s and is emerging as a prominent HR tool 

being used for developmental purpose by companies like Wipro, Nokia, Shell, Philips, 

Aditya Birla Group, NIIT and Star TV, among other companies practising progressive 

HR practices. 

360° feedback as a tool has undergone significant change in design and approach over 

the years. With the advancements in Information Technology, the whole process of 360° 

feedback has changed from manual to the electronic method.  The paper or scan forms 

of feedback are being replaced by computer-based electronic, paperless feedback 

communicated using emails. The rigid design of the survey yielded place to more 

customised survey taking into account the unique context of the company and the 

dynamics of the industry to which it belongs. The feedback is no longer solely numeric 

or spelt out in quantitative terms but is increasingly moving to incorporate the qualitative 

aspects also. The rigidity of the formats is also giving way to a lot more customisation to 

companyõs unique requirements. 

Good Practices of 360° feedback  

Winning Employeeõs trust is a Pre-requisite for Applying 360° feedback for Competency 

Assessment. If the employees are convinced that 360° feedback introduced in the 

organization is intended to enable their development, they would evince interest in the 

tool and will place trust in the whole process of multi-rating. If the perception grows 

amongst employees that the management is trying to find their shortcomings / deficiency 

and penalize them for the same, it would foment resistance and a negative attitude 

among them. 
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360° feedback works as a tool of Competency Assessment as well as Development. For 

the purpose of developing Competency Models organizations need to specify the various 

types of desired competencies viz. knowledge, skills, and attitudes required for superior 

performance and on the job success. 360° feedback with its spotlight on employeeõs 

competencies ,  facilitates in the recognition and diagnosis of competency-deficiency and 

enhance those. 

Once the employees are convinced about the multiple benefits to their own self and the 

need for introducing multisource feedback at an early stage of change in the organization, 

it helps in focussing on priorities and facilitates employee development. 

One important factor deciding the efficacy of 360° feedback is the validity of the tool. 

The face validity of the tool can be established by conducting a pilot study on a 

representative sample drawn from various departments and levels in the organization. 

These sample respondents would comment on the various items in a questionnaire. 

Questions figuring in the questionnaire can also be cross-examined on relevance and 

ambiguity. Only a valid tool will give correct results. 

Another requisite for the successful implementation of 360° feedback is formal and 

informal training of the players involved in some way or the other in process. Training 

should be conducted to create awareness about the tool, to enhance employeeõs exposure 

to the tool and the process. 

Steps involved in 360° feedback Process 

The steps required for the process are described hereunder 

¶ The first step is ascertaining Organizational readiness for 360° feedback for 

competency assessment 

¶ The next logical step is to motivate key decision-makers and all the participants 

involved, followed by confirming fulfilment of skill requirements among participants 

and managers to handle the process. 

¶ Thereafter, orientation briefings of the key players are to be organized before 

administering the process .  

¶ This process generates Competency Assessment Ratings which are to be compiled, 

tabulated and analysed.  

¶ The analysis reveals Competency gaps for further actions 
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Drawbacks associated with 360° feedback: 

¶ Some organizations  treat it as a one-off special event, consequently the process does 

not get integrated in various sub-system of HR like PMS, Training & Development 

etc. 

¶ Lack of willingness on the part of organizations to follow up causes more harm than 

good 

¶ If affirmative action in terms of development of required skills identified through 

muti-rater system is not taken, employees loose interest and would resist participating 

in the exercise again. 

¶ Domain experts concur that to improve the efficacy of multi-rater 360 degree 

feedback, it has to be used as development tool in several rounds before being 

introduced as an appraisal tool. 

¶ The tool loses its credibility if used during downsizing or layoff. 

¶ The process should be voluntary to start with, once confidence of all  is gained, it 

could be extended to other levels as well. 

4.0 Tools used for Competency validation 

There are a number of tools available to validate the competencies identified to make certain and 

confirm their relevance and authenticity for a superior performance on the job. Some of the 

tools are described as follows: 

¶ Duplication: 

Replicating the original research results. This is done by identifying another set of 

superior performers chosen as a sample, conducting interviews and obtaining a 

competency model. The newly developed competency  model is compared to the 

previous/ original one. A competency model can also be created based on average 

performers thereby facilitating cross-reference with the one made for superior performer.  

¶ Jury : 

Impartial, independent Subject Matter Experts, or òJurorsó who possess expert 

knowledge or domain expertise proffer their best professional opinion on the various 

aspects of the model. The Jury should best have a judicious mix of internal and external 

experts. They present their unbiased opinion on the model. 
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¶ Survey 

A survey is send to a selected sample of employees throughout the organization. 

Respondents are asked to number each competency by its order of importance. A few 

areas are deliberately left blank to allow respondents to add a few competencies which 

they think are important. Caution should be exercised in not listing the competencies in 

the order that competency team ranked them, lest respondents take the easy way out of 

concurring with the teamõs order rather than thinking it through for themselves. 

¶ Departmental Focus Group 

Each department in the organization or a cross sectional representation of the 

department performs the rankings as a group. Its  advantage lies in its involvement of 

more people yet giving less information to compile. Each member of the department 

gets to participate and each department and each department turns in one survey of their 

compiled results. The disadvantages are the herculean effort required facilitate each 

department to exert to the task and the time involved in bringing each department to 

work together as a group. 

¶ Structured Interviews/ Observation 

A random number of employees at the leadership are selected across the organization 

and one-on-one interviews are conducted and observations recorded in order to 

determine which competencies get displayed during performance. Moreover their 

opinion is sought as to which competencies are more important for the purpose of job 

execution. 

¶ Benchmarking: 

This entails comparing oneõs results with another best-of-class organization in similar 

business or belonging to same industry. 

¶ Balanced Scorecard 

Organizational goals are decided and Subject matter experts deliberate and identify the 

specific competencies required to achieve the same. ò Balanced Scorecard is a 

measurement framework that helps managers translate strategic goals into operational 

objectivesó.(Snell, Bohlander, Vora 2007) The scorecard typically measures   

organizational performance across four areas namely financial, customers, internal 

business processes, and people. Its strength lies in the strategic alignment of these four 
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areas and its ability to measure long-term growth, rather than strictly measuring short 

term financial success. Hence the focus is on those competencies that impact long-term 

strategic goals of the organization. 

¶ Customer Service Standards 

The focus is on measuring those competencies that help meet desired customer service 

standards. Typically used in organizations where where performance oriented budgets are 

allocated for meeting desired swrvice standards and not line items 

¶ Interviews 

Explore the attributes of superior performers and examine the differences between 

superior and average performers by employing critical behaviour interview. During these 

interviews, individuals recount work situations in which they were effective and times 

when they were ineffective. The interviewer is unaware whether the person being 

interviewed is an average or superior performer on the job. 

The analysis generates two sets of competencies: minimum or threshold competencies 

required by both average and superior performer and differentiating or major 

competencies required and displayed only by superior performer. 

Job holders/Incumbents rate the competencies in terms of their importance for superior 

job performance. Their responses are then used to develop an inventory that contains 

the òbest estimateó characteristics of superior performers. 

The output generated/produced by various tools used during validation process are 

collected, compiled and the Competency team uses the information to refine the 

instrument.  The process may go through a few iterations till the time the Focus Team is 

satisfied with the end results. At times it is advisable to use a different tool in each round 

of validation process. 

From the above discussion it is clear that a plethora of competency mapping tools is available for 

competency identification, competency assessment and competency validation. All these tools 

have their relative advantages and disadvantages. Experts advise resorting to multiple tools for 

gaining a holistic perspective on competencies required for a position or role; competencies 

possessed by its employees and for validation of competencies as a part of competency model or 

framework. 
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5.0 Research Methodology 

The study was conducted to understand if there exists a gap between theory and practice as far 

as deployment of Competency Mapping tools is concerned. The study also seeks to determine 

the extent of usage of Competency models in the area of competency identification, competency 

assessment and competency validation. The study would benefit HR practitioners, researchers, 

consultants and managers in determining the extent of usage of Competency Mapping, 

benchmarking their organizations processes and practices with others in the industry as well as 

across.  

Research Question 

Are Competency Mapping tools being deployed for the purpose of competency identification, 

competency assessment and competency validation in various types of Organization? 

Which Competency Mapping tools are used in Organisations and for what purpose? 

Objectives of the study 

To determine the extent of usage of Competency Mapping tools in various organisations  

Variables studied 

Independent variable: Size of the organization, Age of the Organization, Type of Organisation 

Dependent variable: Usage of Competency Mapping Tools 

Research Design  

Survey 

Tool used for Data Gathering 

Questionnaire, One-on-one interviews with HR Managers 

Sampling Plan 

Sample Size: 40 

Nature of Sample: Consultants, HR Managers & Line Managers from various organizations 

Sampling Technique: Convenience Sampling 

Techniques of Data Analysis  

Quantitative techniques and tools like frequencies; percentages are used for analysing responses 

gathered from HR Community and line managers. 
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6.0 Data Analysis and Interpretation 

The organizations contacted as a part of the survey are from as diverse industries as BFSI, 

FMCG, Oil and Gas, BPO, Consulting, Logistics, Construction, Infrastructure, Shipping, 

Pharma, IT Services, Hospitality, Chemical, Telecom, Retail, Advertising, Recruitment & 

Placement, Refining Petroleum. 40% of the organisations contacted were neither aware nor were 

they using any Competency Mapping tools in their Organizations. Of the remaining  

organizations, where competency Mapping tools were deployed, it found greatest application in 

the sub-segment of Recruitment & Selection for competency identification; as a part of 

Development Centers in Training and Development, and  as a part of ACs in Performance 

Appraisal or Performance Management. Most tools being used by organisations were bought off 

the shelf. 360° multi rater assessment was also used in organisations. Use of BEI and BDI was 

also found to be low owing to lack of training and expertise amongst HR professionals in the 

organisation. 

90% of the respondents were not aware of Competency mapping tools like Mock Centers, 

BARS, Threshold scales, Repertory Grids and Forced Rank order. Also 90% of respondents 

admitted to non-usage of these tools in their organisations. It can be inferred from the above 

discussion that Competency Mapping has not been formalised in many organisations. Moreover 

in smaller organisations and organisations of age less than 5 years the usage is almost nil. The 

only industry where is used the maximum is IT and IT Enabled services, probably due to the fact 

that adoption of competency based systems is a requirement of  SEI certification and to be as 

assessed as level 3 onwards as a part of People-Capability Maturity Model. This finding 

corroborates Noronhaõs (2000) prediction in his  study  almost 13 years ago, when he said there 

would be a rush for adoption of Competency based systems for SEI certification. 

7.0 Conclusion 

The findings clearly illuminate that the level of awareness and usage of competency mapping 

tools is quite low in Indian Organisation. Indirectly, it points to the fact that Competency 

Mapping usage in various sub-segments of HR is somewhat low.  There is a need to explore 

reasons for the same. Studies need to be conducted in identifying challenges encountered in the 

roll out of Competency Mapping in Organizations in Indian context as also CSFs (critical success 

factors) so that Competency can be integrated with HR processes , thereby building their 

capabilities to perform excellently and attain superior competitive advantage. 
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Islamic Finance can help in Achieving Equilibrium in Wealth 

Distribution  

M r. Umar Farooq16 

òThe causes which destroyed the ancient republics were numerous; but in Rome, one principal cause was the vast 

inequality of fortunes.ó 

Abstract 

Income inequality is one of the most widely discussed topics amongst policy makers and politicians globally. World 

Economic Forum rated it as one of the top global risks of 2013. The effects of income inequality are far, wide and 

off course long lasting. It can ruin generations to come and can have a severe impact on the very existence of the 

society. Further, it has adverse impact on the well being of the economy as well. Policy initiatives by various 

economies and global organisations like World Bank, United Nations among others have had little or no impact. 

The roots of inequality rest in the very foundation of the conventional financial system. So if we want to eliminate 

inequality, an alternative financial system which can help in justifiable redistribution of resources is required. 

Islamic finance with its deep rooted core values provides an alternative. This paper attempts to understand the key 

factors responsible for rising income inequality and how Islamic finance can help in the same. 

Key Words: Income Inequality, Islamic Finance, Capitalism, Capital Gains and Dividends, Taxation system 

 

 

1.0 Objectives  

¶ To understand the pattern of income/wealth distribution globally 

¶ To measure the extent of income inequality using Giniõs co-efficient 

¶ To identify the factor(s) responsible for an ever increasing income inequality globally 

¶ To understand the impact of income inequality on society globally 

¶ To understand the potential role Islamic Finance can play in curtailing the rising 

inequality 

 

                                                 
16 Research Scholar ð Shri Jagdishprasad Jhabarmal Tibrewala University, umarfarooq@rmi.rizvi.edu.in 
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2.0 Research Approach 

A secondary data survey was conducted wherein various sources viz. Word Bank reports, United 

Nations Development reports, IMF and World Economic Forum reports along with reports of 

Finance Ministry  and Planning Commission of India. Further, views of Nobel Laureate Prof. 

Joseph Stiglitz, Prof. Emmanuel Saez amongst other noteworthy economists, publications from 

research and consulting organisations, online databases, research papers, newspaper articles, 

videos/interviews of experts on youtube, etc. are tapped in to understand the present scenario of 

income inequality and the role that Islamic Finance can play in an effective and more even 

distribution of global wealth 

3.0 Introduction  

Notwithstanding the global economic growth as reflected in the past two decades, a vast majority 

of the population is unable to participate in the development process and the accrued benefits 

have favoured a few. The fruits of growth, in this manner seem to have favoured the corporate 

sector more than vast sections of the population. Across the world, there is a growing concern 

about rising income inequality and how severely it can damage the social fabric of a nation. This 

was not the scenario since the evolution of mankind. In the 19th century, the rich countries were 

only three times richer than their poor counterparts. By the end of Colonialism in 1960s, the gap 

between rich and poor widened to 35 times and at present it is in excess of 80 times. The World 

Economic Forumõs Global Risk Report17 rated income inequality as one of the top global risks of 

2013. 

òIf poverty persists, the poorer, including sections of minorities could become an economic liability. Instead of 

actually participating and contributing to the development process, they will start acting as retardation of the 

development processó18. 

                                                 
17 Global Risks 2013; Eighth Edition, World Economic Forum, Switzerland 
18 Habibullah, Wajahat; Chairman, National Commission for Minorities at Skoch Conference òReaching Banking 
and Financial Services for Minoritiesó, Mumbai, June 2011 
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4.0 Distribution of Wealth 

As per the 27th Annual Forbes Billionaires list19, there are 1426 billionaires in the year 2013, 210 

more than the previous year. The combined wealth of these individuals is in excess of USD 5.4 

trillion, up from USD 4.6 trillion in the preceding year. An analysis by Forbes says that if these 

1426 individuals (0.0000002 per cent of world population) were to come together and form a 

country, it would be 4th richest in the world, just behind Japan at third position and way ahead 

of Germany at number five. The wealthiest one per cent own more than 43 per cent of the total 

global wealth. Further, a geographical bifurcation of these billionaires shows that there are 442 in 

US, 386 in Asia-Pacific Region, 366 in Europe, 129 in South America and 103 in Middle East & 

Africa. Apart from the mind boggling numbers, what is astonishing is the fact that the global 

economy is in a state of slump since 2008, people are losing employment, there are pay-cuts, and 

finances of various economies are severely strained. US and Europe are the worst hit, even 

emerging markets are facing the toughest time since the start of the new millennia. In spite of all 

these, the alarming factor is the number of new billionaires and the wealth of existing ones is on 

an upward curve. 

In stark contrast, a World Bank report estimates that worldwide 1.22 billion people or 17.4 per 

cent are living Below Poverty Line (the World Bank measures absolute poverty as income below 

USD 1.25 a day as per its revised standards in 2005) as at the end of 2010 . Further, more than 

2.4 billion people or 34.3 per cent of the world population lives on less than USD 2 per day. The 

bottom 40 per cent of the world population on the wealth chart owns a miniscule one per cent 

of the total wealth and the bottom 80 per cent owns only six per cent. So what we see here are 

two extremes and the distance between them is only increasing. What exactly we are seeing in 

todayõs society, there are super rich and then there are the super poor. There are oceans of 

poverty and islands of prosperity. 

òNo person, I think ever saw a herd of buffalo, of which a few were fat and the great majority lean. No person 

ever saw a flock of birds, of which two or three swimming in grease, and the others all skin and bone.ó 

- Henry George, American Political Economist 

                                                 
19 http://www.forbes.com/sites/briansolomon/2013/03/04/what-the-combined-wealth-of-all-1426-billionaires-
could-do/  
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5.0 Giniõs Co-efficient 

Giniõs Co-efficient named after its developer Corrado Gini, helps to understand the extent of 

equality or inequality in the distribution of wealth in a country at a given time. The index is 

measured from 0 to 1 or from 0 to 100 where 0 indicates wealth distribution is equal and 1 or 

100 indicates extreme inequality. As per a Quandl.com survey  (Quandl.com is one of the leading 

online database provider in the domain of Finance, Economics and Social Indicators), the Giniõs 

co-efficient of all G20 economies is in excess of 30 except for Japan and Germany, which has a 

co-efficient of 24.85 and 28.31, respectively (G20 countries account for 90 per cent of the global 

wealth). Amongst G20 countries, South Africa leads the inequality chart with a co-efficient of 

63.14 followed by Brazil at 54.69 and Mexico at 47.16. The countries with co-efficient in excess 

of 40 are USA, Argentina, China, Russia and Turkey. The Giniõs co-efficient for India is 33.9. 

The countries with highest income inequality worldwide are Seychelles (65.77), Comoros (64.30) 

and Namibia (63.90). This helps us to break the myth that income inequality is extreme in under 

developed or developing countries vis-à-vis the advanced nations. The most advanced and 

developed economies of the present day are also amongst the leading ones. Infact, some of the 

poorest / under developed countries like Afghanistan (27.82), Kazakhstan (29.04), Egypt (30.77), 

Sudan (35.29), Guinea Bissau (35.52) among others are way ahead of many developed and 

developing nations. 

òOur inequality materializes our upper class, vulgarizes our middle class and brutalizes our lower class.ó 

¶ Mathew Arnold, English Essayist 

Source : Quandl.com, Note : The data is not available for Saudi Arabia (A member of G20) 
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6.0 Factors responsible for rising Income Inequality 

There are multiple factors responsible for this inequality. The prominent ones amongst them are 

interest based borrowings, the taxation system and the economic policies. Individually they may 

not have a severe impact, but collectively they are a force. Let us understand how each is 

contributing to the rising inequality. 

¶ Interest Based Borrowings: A person / organisation should borrow capital when 

in need. But unfortunately, today the borrowings are greed based. Organisations with 

healthy financial positions also borrow. And they borrow huge sums as it helps in 

reducing the organisations cost of capital. The theory is that equity capital is 

expensive then the borrowed capital. So large organisation borrow more and more 

money and because of their strong financial positions, they get this capital at interest 

rates that are far less than what an organisation with not so strong financial position 

has to pay. Letõs look at a case in point. A company like Reliance Industries (RIL) 

with cash profits in excess of Rs.90,000 crore borrows capital at an interest rate of 5 

ð 6 per cent per annum. The companyõs net profits (CAGR) for the past 10 years are 

18 per cent. This implies that the owners of the company have earned 12 ð 13 per 

cent over and above the profits made without investing a rupee. The capital gains are 

huge. A research done by Emmanuel Saez20 says that capital gains is the biggest 

contributor to the income of the top 0.1 per cent in US. The same can be said for 

other geographies as well. 

Source: www.youtube.com/Income Inequality - Implications and Evidence with Emmanuel Saez 

                                                 
20 www.youtube.com/Income Inequality - Implications and Evidence with Emmanuel Saez 
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¶ Taxation System: The existing taxation structure is ridden with loopholes which 

favour the upper strata of the society more than the ones at the bottom. The salaried 

class is strictly taxed, whereas, there are intentional loopholes when it comes to taxing 

those with business income and earnings through capital gains. Though the tax rate is 

higher for individuals with higher income vis-à-vis their not so affluent counterparts, 

but the net rate at which the tax is paid is far lesser due to deductions allowed from 

capital gains, dividends, etc. Further, if you observe the taxation system carefully, 

investments in debt securities are encouraged for a reduction in tax liability. The 

individual investors believe they are the beneficiaries but the real gainers are large 

corporate houses which borrow this capital at a relatively cheaper cost and in turns 

multiply the returns on their capital employed (Capital Gains) for the large 

shareholders of these companies. A study by RT News, US21 confirms this through 

one of its research which says that the single greatest driver of income inequality is 

Capital Gains. An ideal taxation system should be the one which taxes the haves and 

gives it to the have notõs. 

Source : www.youtube.com/The Single Largest Driver of Income of Inequality  

¶ Government Policies: The governments of all countries promise policies designed 

to favour the lowest strata of the society. Unfortunately, this never happens. Rather, 

the policies in an economy are designed by and designed to support the growth and 

development of the people in the upper echelon. A look at few glaring evidences of 

                                                 
21 www.youtube.com/The single greatest driver of income inequality 
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the same. In the wake of recent global meltdown, the policy makers worldwide did 

little to curtail the impact of the catastrophe on the poor. In US, the Federal Reserve 

announced a USD 700 bn package to save Goldman Sachs, Citi Group, The Bank of 

America and Morgan Stanley. It didnõt allocate a single penny to save the insurance 

giants Fannie Mae and Freddie Mac, which would have cushioned the average 

salaried American and his family. Further, the economies worldwide are announcing 

budget cuts on spending in their respective economies to tide over the present 

economic scenario. Surprisingly, these cuts are announced on spending towards the 

basic necessities of human life like food and shelter. At the same time, the defence 

budgets of the very economies have gone up, without any imminent threat. Even in 

India, the government announced a cut in subsidies on petroleum products, 

fertilizers and food grains along with a cut in rural spending, though the defense 

budget has spiraled multiple times.  

¶ The biggest problem the economies are facing worldwide is the payment of interest 

accrued on the capital borrowed. Each year, this component is on the rise. As per 

Indiaõs annual budget for the financial year 2014, the capital spent towards servicing 

the debt is in excess of Rs.3,70,00022 crore or more than 20 per cent of the total 

budget outlay, up from Rs.3,19,000 crore in the preceding year. If the interest 

component on the capital borrowed is taken off, the development of the economies 

would be much faster than what it is today. 

7.0 Impact of inequality on Society 

Ill fares the land, to hastening ills a prey, where wealth accumulates and men decay. 

¶ Oliver Goldsmith, Anglo-Irish Writer 

¶ Inequality is economically inefficient: While a certain level of inequality may benefit 

growth by rewarding risk takers and innovators, the current levels of inequality are 

economically damaging and inefficient23. Concentration of wealth in the hands of few 

depresses demand as mentioned by Henry Ford24. If money is distributed more 

evenly amongst the population, then it would give more people higher spending 

power which in turn would drive growth and reduce inequality. 

                                                 
22 Ministry of Finance, Government of India, 2013 
23 Cost of Inequality: Oxfam mb180113 
24 http://corporate.ford.com/news-center/press-releases-detail/677-5-dollar-a-day 
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¶ Inequality is socially divisive: Inequality undermines societies. It leads to far less 

social mobility. Social mobility has fallen rapidly in many countries as inequality has 

grown25. If rich elites use their money to buy services, whether it is private schooling 

or private healthcare, they have less interest in public services or paying the taxes to 

support them. Those from elites are much more likely to end up in political office or 

other positions of power, further entrenching inequality. Their children are likely to 

be as rich, if not richer, than their parents, with inter-generational inequality 

increasing26. Inequality has been linked to many different social ills, including 

violence, mental health, crime and obesity27. Naoki Kondo et.al., in their paper 

òIncome Inequality, Mortality and Self-rate Health: Meta-analysis of Multi Level 

Studies,ó published in British Medical Journal, 2009 say that One-Third of the deaths 

in US can be attributed to inequality. As Richard Wilkinson, co-author of the Spirit 

Level28, has said, the American dream is more real in Sweden than it has ever been in 

US29. 

Source: bŀƻƪƛ YƻƴŘƻ Ŝǘ ŀƭΦΣ άLƴŎƻƳŜ LƴŜǉǳŀƭƛǘȅΣ aƻǊǘŀƭƛǘȅΣ ŀƴŘ {ŜƭŦ-rated Health: Meta-analysis of  
Multi -ƭŜǾŜƭ {ǘǳŘƛŜǎΣέ .ǊƛǘƛǎƘ aŜŘƛŎŀƭ WƻǳǊƴŀƭΣ нллфΦ 

¶ Inequality is politically corrosive: If, in the words of the old adage ômoney equals 

powerõ then more unequal societies represent a threat to meaningful democracy. This 

power can be exercised legally, with hundreds of millions spent each year in many 

countries on lobbying politicians, or illegitimately with money used to corrupt the 

                                                 
25 http://www.economist.com/node/21564417 
26 World Bank Word Development Report 2006,page 47 
27 World Bank Word Development Report 2006, Equity and Development and Wilkinson, R and Pickett, K, The 
Spirit Level 
28 Wilkinson, R and Pickett K, The Spirit Level 
29 http://www.ted.com/talks/richard_wilkinson.html 
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political process and purchase democratic decision making. Joseph Stiglitz30 and 

others31 have pointed out the way in which financial liberalisation led to huge power 

for the financial industry, which in turn has led to further liberalisation. In the UK 

the governing Conservative party receives over half its donations from the financial 

services industry32. Capture of politics by elites is also very prevalent in developing 

countries, leading to policies that benefit the richest few and not the poor majority, 

even in democracies33. 

8.0 What is Islamic Finance? 

Islamic Finance is a system of finance based on Islamic law, or Shariah. It aims to achieve 

economic and social justice in all financial matters. Islamic Banking and Finance is more stable 

option vis-à-vis the conventional system as its fundamentals are not based on interest and 

speculation, uncertainty and gambling which are the key ingredients of the current levels of 

inequality. In contrast to conventional finance, Islamic finance takes into consideration the moral 

consequences of financial transactions. It ensures that financial contracts are fair and equitable 

and guarantees that financial rewards are correlated with the level of risk and responsibility borne 

by all parties. Islamic finance is also commonly known as òEthical Financeó or òParticipatory 

Financeó, Profit and Loss Sharing Finance or òInterest-free Financeó. It is growing annually at a 

rate of more than 15%. Not only Muslim countries but modern, secular and industrialized 

countries like UK, France, Japan, Singapore and Hong Kong have Islamic finance hubs. Islamic 

financial institutions are operating in more than 75 countries and assets under management are in 

excess of US$ 1.5 trillion34. 

  

                                                 
30 http://www.nytimes.com/2012/08/05/books/review/the-price-of-inequality-by-joseph-e-
stiglitz.html?pagewanted=all- 
31 Winner-Take-All Politics: How Washington Made the Rich Richer--and Turned Its Back on the Middle Class by 
Jacob Hacker and Paul Pierson 
32 http://www.guardian.co.uk/politics/2011/sep/30/city-conservatives-donations 
33 http://tinyurl.com/aq9k7nk Democratisation and the Dynamics of Income Distribution in Low and Middle-
income Countries, 1985 -- 1995 
34 Farooq, Umar., òSeeking Financial Inclusion Through Islamic Finance : Opportunities and Challengesó, Management Vision, 
Vol. No. 3, Issue No. 2, July 2012. 
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10.0 How will Islamic Finance help in curtailing inequality 

Let us understand the principles of Islamic Finance and how each will help in reinstating equality 

in the society. Here are a few key principles; 

¶ Real Economy: The most important factor for an equitable society is that the 

economy should rests on real factors which are quantifiable and stable. The 

conventional system of economy rests on paper currency which is created out of thin 

air as per the requirement, thus leading to huge ups and downs as itõs not stable. 

Also, since money is created as per the requirement, there is a problem of excess 

supply, leading to erosion in the value of the currencies. The high inflation 

phenomenon in todayõs scenario is courtesy the paper currency which doesnõt have 

the backing of real assets like gold and its equivalents. Also, the real economy factor 

will drive away toxic instruments like derivatives which were one of the biggest 

factors for the present global economic meltdown. 

¶ Encouraging Risk Sharing: Another important concept of Islamic Finance is that 

it encourages risk sharing rather risk transferring. The conventional financial system 

propagates transfer of risk through interest based borrowing/lending. The advantage 

of encouraging risk taking is that the rewards will be linked to sweat and money will 

not attract money. This shall also streamline the lending process and also improve 

the returns and reduce the possibility of nonperforming assets as money will be lent 

on the basis of the potential of the business and not on the basis of the person 

borrowing it. There will be equal opportunity for everyone in the society. 

¶ Tax on Wealth and not on Income: Islamic finance says the income of an 

individual is the fruit for his labour and he should get to savour it. The current 

practice of tax on income robs an individual (assuming he falls in the highest tax 

bracket) of his earning of approximately three months in a year. He doesnõt receive 

the money for which he has worked hard for those three months. On the other hand, 

Islamic finance says that a tax on accumulated wealth of merely 2.5 per cent per 

annum is what an individual has to pay after taking care of his basic necessities. This 

has multiple advantages. First, it will let an individual enjoy the fruit of his labour and 

since the tax rate is only 2.5 per cent, it will encourage payment. Secondly, this will 

discourage accumulation of wealth as with an in increase in wealth, the tax liability 

will also go up. Also, this will lead to spending and there will always be capital in 

circulation. 
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11.0 Conclusion 

With the conventional financial system leading to global income inequality, a financial system 

that can help in justifiable redistribution of wealth in the society has become the need of the 

hour. So, if we want justice and equity, Islamic Finance can be an alternative as its core principle 

is sharing of profit and loss. One of the most important characteristics is, that the distribution of 

wealth should be just and fair and it should percolate from top to the bottom, from bottom to 

the top, so that it may not circulate only amongst the rich. Thus, it can help in reforming the 

lives of the communities by eliminating barriers. 

òThe world should call for an alternative global financial architecture, which is built on the real economy and not 

on the paper economyó. 

¶ R. Vaidyanathan, Prof. of Finance, Indian Institute of Management, Bangalore 
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Assessing the SEBI frame work set up for Algorithmic Trading in 

India 

Mr . Jamil Saudagar35 

 

Abstract 

Algorithmic Trading refers to the use of computer programs to track the movement of securities, filter profitable 

opportunities and execute a trade. Unlike the human mind, a computer program does not have the cognitive 

ability. One wrong trade emanating from any of the hundreds of terminals can snowball into a major catastrophe.  

Since, the trade is controlled by a computer program, in a worst case scenario; a small glitch can bring down the 

entire securities trading system. This in turn can have financial implications for market participants and will 

negatively impact the confidence of the retail participants. Despite the inherent risk in this form of trading, it is 

gaining popularity and thus it is an area of high concern for our capital market regulator, SEBI ð Securities 

Exchange Board Of India.  

This paper attempts to assess whether the current regulatory framework created by SEBI is adequate enough to 

prevent a wrong trade therefore creating undue volatilities in the securities price. 

Key Words: Algorithmic Trading, Frame work, SEBI Guidelines, Terminals 

 

 

1.0 Introduction  

Essentially, trade execution is a two step process. The first step is to select the constituents of a 

trade. The next step is to execute the trade. While the first step was automated in the early 

nineties, the next step was largely a manual one with analysts trying to look at different variables 

and using different tools to decide the direction of their trade. But with increasing pressures on 

margins and increased volatility, there was a definite need to be able to quickly assess the 

emerging situation, take quick decisions and execute profitable trades immediately. To be able to 

do this, financial institutions began to look at marrying quantitative models to computer 

programs. This is known as algorithmic trading. Though market regulators in some countries 

have approved this mode of trade execution, they are still skeptical about the impact it can have 

                                                 
35 Assistant Professor ð Rizvi Institute of Management Studies & Research, jamilsaudagar@rmi.rizvi.edu.in 
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on markets in terms of volatility, market efficiency and its impact on retail players. Although, 

algorithmic trading started in India in 2005, it started gaining traction amongst market 

participants from 2008 onwards when the Securities and Exchange Board of India (SEBI) 

allowed Direct Market Access (DMA). As per data available from stock exchanges, algorithmic 

trading accounted for 39.2% of the total cash market turnover on the Bombay Stock Exchange 

(BSE) and the National Stock Exchange (NSE) for the month of June 2013. Algorithmic trading 

on the BSE alone contributed 19.50% of total cash market turnover on BSE. The numbers 

hover around the 40% mark for exchanges that are located in the United States. The flip side to 

allowing DMA is that one errant trade can pull down the entire system besides these trades may 

also impact the price volatility of the securities. 

Consider this, on 06th May 2010, one computer driven sale order to sell about  75,000 E-Mini 

S&P 500 contracts valued at about 4.1 billion USD as  a hedge to an existing equity position 

triggered buy and sell trades from other market participants also using algorithmic trading 

softwares. This algorithmic software sniffed at a profiteering opportunity because of the 

unusually high initial sell order and these back and forth orders pulled down the Dow Jones 

Industrial Average by 700 points in a matter of 5 minutes. Similarly, on 05th October 2012 the 

National Stock Exchangeõs Nifty index was pulled down by about 900 points (15.5%) because of 

an errant trade executed by broking firm. The losses because of this trade were estimated to be 

about Rs 51 crores. 

2.0 Objectives 

The objective of this paper is to study the current SEBI framework and guidelines and assess if 

the framework is robust enough to prevent systemic failures.  

3.0 Research Methodology 

For purposes of this study, data from the financial newspapers and SEBI circulars were analyzed.  

4.0 Scope and Limitations of the Study  

¶ This paper restricts itself to assessing the current SEBI framework. This paper does 

not suggest improvements to the existing framework.  

¶ All the points necessarily in the relevant SEBI circulars  do not pertain to addressing 

systemic risk, these points are not covered in this paper. 
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5.0 The SEBI Framework  

The guidelines from SEBI have been issued vide two circulars:  

¶ CIR/MRD/DP/ 09 /2012 dated 30th March 2012  

¶ CIR/MRD/DP/ 16 /2013 dated 21st May 2013. 

The points in these circulars have been studied to understand if these are robust enough to 

prevent systemic failure of the exchange systems. 

Generation of dummy orders to understand market direction  

There is a risk that algorithmic programs might generate a lot of dummy orders which do not get 

translated into a trade. This is one risk that can occur with permitting Direct Market Access 

(DMA). Market players might do this because they want to get a feel of the order book of a 

particular security. They might generate an order and then later either cancel the order or modify 

the order. These dummy orders put a lot of stress on a trading system and also impede price 

discovery. Therefore, in order to ensure maintenance of orderly trading in the market, SEBIõs 

suggestion that stock exchanges should put in place òeffective economic disincentivesó with 

regard to high daily order-to-trade ratio of algorithmic orders of the stock broker. Earlier, the 

National Stock Exchange, for trades where the order trade ratio (OTR) more than 50, the 

penalties for trades were between 1 and 5 paisa per trade. Beyond 500, the algorithmic trader was 

not allowed to place an order for the first 15 minutes of the next day. As per its revised circular, 

SEBI has doubled the penalty amounts and also ordered a 1 hour trading suspension the next 

trading day if the offense is repeated on 10 occasions in 30 previous trading days.  

SEBI has also permitted stock exchanges to impose òsuitable penaltiesó in case of failure of the 

stock broker or trading member to take satisfactory corrective action within a time-period 

specified by the bourses. 

Quoting an incorrect price which can make the market more volatile 

Another risk area could be that the price quoted in the order would be outside the permissible 

price band for that security. If such an order is generated, it could severely impact the 

functioning of the market either because such a trade would distort the order book or because of 

a snowballing effect. SEBI has mandated that exchanges should maintain a price check and that 

the orders should not violate the price band. Incase, price bands are not maintained for a security 

than dummy filters should be used to detect a sharp movement in the price of the security.  
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Incorrect quantity being sent in the trade  

Besides price, quantity is another area which can hamper the orderly functioning of the securities 

market. If one errant order with high quantity is placed, it can distort the order book. Also, if a 

huge quantity is placed on the trading block, it might impact the liquidity in the market. It might 

also result in panic selling by other market participants. Therefore, SEBI has ordered that no 

trade shall violate the maximum permissible quantity set by the exchange.  

Software Requirements  

To keep a check on the functionality of algorithmic software used by market participants, SEBI 

has mandated that these systems be audited every six months by a competent authority.  

6.0 Conclusion  

For orderly functioning of the market, it is imperative that all variables in a trade which can 

potentially abet wild swings in the price of a security are suitably monitored and validated. Price 

and Quantity are two such variables and the SEBI guidelines are robust enough to ensure that 

errors in these variables do not lead to a systemic failure. As per NSE circular # 3/2012 dated 29 

June 2012, the following will be the charges for a high order to trade ratio: 

Daily Algorithmic Order to Trade ratio Charges per Algorithmic order 

Less than 50 Nil 

50 to less than 250 (on incremental basis) 1 paisa 

250 to less than 500 (on incremental basis) 5 paise 

* 500 or more than 500 (on incremental basis) 5 paise 

* For a ratio of 500 or more such orders to a trade, the next trading day, the participant will not be 
allowed to trade for a period of 15 minutes. 

Further, for purposes of calculation, all entered, modified, cancelled trades will be considered 

unless the entered, modified or cancelled trade is within the 1% limit of the Last traded price. 

Assuming a participant generates 500 such orders per minute and does this for 375 minutes 

(09:15 am to 03:30 pm : Cash Market), he would have generated 187500 such orders. A penalty 

of 5 paise per transaction would mean that the participant gets away with paying only Rs 

9375.00. On the other hand, the potential to gain undue advantage from these dummy orders is 

immense. Therefore, the penalty should be looked into to ensure that market participants are 

more circumspect towards compliance. 
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Benchmarking: A Tool for Portfolio Performance Measurement 

Mr . Albert Baretto36 

Believe me, no: I thank my fortune for it, 

My ventures are not in one bottom trusted, 

Nor to one place; nor is my whole estate 

Upon the fortune of this present year: 

Therefore my merchandise makes me not sad. 

Antonio, in William Shakespeare's "The Merchant of Venice", Act 1, Scene 1. 

 

Abstract 

Like Shakespeare's Antonio, most people understand that it is not in their best interest to put all their eggs in the 

same basket. The same people might also agree that the different baskets of eggs should not be placed right next to 

each other. Unfortunately, investments aren't as simple as basket of eggs. 

The Investment Portfolio is a basket of individual investments, when clubbed together; one can value all the 

investments at any point of time. This Portfolio is essentially a group of financial assets such as equities, bonds, 

debt instruments, mutual funds, cash equivalents amongst others. The portfolio is planned to meet the risk and 

return trade-off of the investor. Usually Investors and Financial Managers (also referred as Portfolio Managers) 

evaluate the performance of individual securities under a portfolio. 

This study aims to bring into light a whole new process of performance evaluation of a set of securities under a 

given portfolio using Benchmarking as a tool. 

Key Words: Benchmarking, Portfolio Evaluation, Portfolio Manager, Alpha, Tracking Error. 

 

 

1.0 Introduction  

Portfolio Management is the art and science of making decisions about investment mix and 

policy, matching investments to objectives, asset allocation for individuals and institutions, and 

balancing risk against performance.  
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It is all about strengths, weaknesses, opportunities and threats in the choice of debt vs. equity, 

domestic vs. international, growth vs. safety, and many other trade-offs that are encountered in 

an attempt to maximize return at a given appetite for risk. 

The objective of Portfolio Management is to achieve the expected rate of return while mitigating 

(reducing) associated risks. This process involves selecting the appropriate securities and 

adopting an approach to monitor the performance at regular intervals. This dynamic process of 

evaluation involves various tools and this paper will focus on one such tool called 

Benchmarking. 

2.0 Objectives 

The objective of this study is to understand:  

¶ The importance of  Portfolio Management  

¶ Benchmarking as a tool for Portfolio Performance evaluation 

¶ Selecting of Benchmarks across Domestic and International markets 

3.0 Research Methodology  

Sources of Data 

¶ The study is based on observations and analysis of Benchmarking as a tool in 

Portfolio Performance Management. 

¶ Secondary data: 

V Data was gathered from books and publications, magazines, internet, journals 

and periodicals.  

4.0 Scope and Limitation of the Study 

¶ This paper only focuses on Benchmarking with respect to Equity and Fixed Income 

Indices.  

¶ With respect to Foreign Markets, this study assumes unchanged Forex rates. 

¶ Similarly, Inflation is assumed to remain unchanged for the period of evaluation. 
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5.0 Benchmarking: A Tool for Performance Measurement  

¶ Typically each security in a portfolio can be benchmarked individually, but the onus 

lies in benchmarking the entire portfolio, to understand the movement of the entire 

portfolio against the market performance.  

¶ A blended benchmark is used to measure the relative performance of the entire 

portfolio against a blend of securities. To take a simple example, if an investor's 

assets are allocated to 70% stocks and 30% bonds, the portfolio's performance would 

be measured against a blended benchmark consisting of 70% in a stock index and 

30% in a bond index. 

Selecting a Benchmark 

With the vast number of benchmarks to choose from, deciding which one, or which 

combination of Indices, to use as a benchmark can be difficult. But this decision is critically 

important for several reasons. 

¶ Portfolio risk and return will be heavily influenced by the benchmark. When 

portfolio managers construct a portfolio, they typically take the securities in the 

benchmark as a starting point from which to take active positions in an effort to add 

value. 

¶ The benchmark indicates not only the kinds of securities that should be included in 

the portfolio, but also the types of securities that should not be in the portfolio. For 

example, choosing a government bond index as the benchmark for a fixed income 

portfolio is a strong indicator its holdings should not include many securities with a 

high degree of risk. Choosing a small cap stock index, such as the Russell 2000, 

means an investor is not seeking exposure to the large companies in the Dow Jones 

Industrial Average. 

¶ Some benchmarks are better suited to specific investment goals than others. For an 

investor whose primary goal is capital preservation, an important criterion for a bond 

index might be credit quality. If the portfolio is intended to offset liabilities that 

change with interest rates, the most important consideration when selecting a 

benchmark might be the benchmarkõs interest rate sensitivity (or duration), rather 

than its prospective returns. 

¶ Market Indices as Benchmarks  
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¶ The most commonly used benchmarks are market indices such as the BSE Sensex & 

Nifty (for Indian Market), Dow Jones Industrial Average, the S&P 500, or the Russell 

2000 (for the US Market) amongst others. However, there are dozens of other 

market indices out there that focus on specific industry sectors, security classes, or 

other market segments.   

¶ LIBOR (London Inter-bank Offer Rate) is one of the most widely used benchmarks 

for short-term interest rates while US Fed controls another common interest 

benchmark known as the Fed Funds rate. 

Selecting the right benchmark can be particularly important for investors looking to invest in 

international securities. Because foreign currency exposure can affect the value and the volatility 

of a portfolio, global securities can serve two distinctly different purposes, depending on whether 

the foreign currency exposure is hedged or unhedged. 

A global investor who wants to take a position on currency by investing in foreign holdings 

would use an unhedged index ð one that is exposed to changes in currency values. For example, 

an investor who believes that the U.S. dollar will weaken may choose to invest in securities 

denominated in other currencies because they will increase in value if the dollar falls. However, 

investors seeking capital preservation or to meet liabilities typically opt for Indices that hedge 

currency risk and avoid the volatility that currency investing can bring. 

These are among the most widely followed stock Indices, or benchmarks: 

Index Origin  Description 

DJIA U.S. 
Price-weighted average of 30 large publicly traded U.S. 
òblue chipó stocks 

FTSE100 U.K. 
Market capitalization-weighted index of the 100 largest 
U.K. companies traded on the London Stock Exchange 

Hang Seng Index Hong Kong 
Free float-adjusted market capitalization-weighted index of 
the 45 largest companies on the Hong Kong stock market 

MSCI World Index Global Equities 
Free float-adjusted market capitalization index consist of 
24 developed market country Indices 

NASDAQ Composite U.S. 
More than 3,000 technology and growth domestic and 
international based companies on the NASDAQ stock 
market 

Nikkei 225 Japan 225 leading stocks traded on the Tokyo Stock Exchange 

S&P 500 U.S. 
500 leading companies in the Large-Cap segment of the 
U.S. equities market. 

Since stocks trade on open exchanges and prices are public, the major Indices  are maintained by 

publishing companies like Dow Jones and the Financial Times, or the stock exchanges. 
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Fixed income securities do not trade on open exchanges, and bond prices are therefore less 

transparent. As a result, the most commonly used Indices are those created by large broker-

dealers that buy and sell bonds, including Barclays Capital (which now also manages the Indices 

originally created by Lehman Brothers), Citigroup, J.P. Morgan, and BofA Merrill Lynch. Widely 

known Indices include the Barclays U.S. Aggregate Bond Index, tracking the largest bond issuers 

in the U.S., and the Barclays Global Aggregate Bond Index of the largest bond issuers globally. 

Actually, bond firms have created dozens of Indices, providing a benchmark for virtually any 

bond market exposure an investor might want. Barclays Capital alone publishes more than 30 

different bond Indices. New Indices are often created as investor interest grows in different 

types of portfolios.  

Indices also exist for other asset classes, including real estate and commodities, and these may be 

of particular interest to investors concerned about inflation. A couple of examples are the Dow 

Jones U.S. Select Real Estate Investment Trust (REIT) Index and the Dow Jones-UBS 

Commodity Index. 

6.0 Benchmarking: To Assess Portfolio Performance Against Market 

Forces 

Benchmarking is a tool to address the performance of the portfolio against market forces. To 

establish the performance against market forces, one has to calculate the Alpha. 

Alpha 

The performance of the security and the performance of the applied Benchmark are calculated 

and the difference between these two performances shows the relation between the 

performances of the security against the Benchmark. The difference between the performance of 

a security and the Benchmark is called òAlphaó. Given below is an example to explain Alpha. 

Example 1 

Mr. X invests in a Mutual Fund òAó which in turn invests in Indian equities only and 

simultaneously also invests in Mutual Fund òBó, which invests in US equities only.  

The performance assessment time-period for the above investments is 1 year. Fund A has given 

10% return in this last one year and Fund B has given 14% return. Prima facie, Fund B seems to 

be the better performing fund, in terms of absolute performance. 

Applying the benchmark tool for each fund:  
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Fund A is benchmarked with the Nifty (since the fund is predominantly investing in Indian 

equities) and Fund B is benchmarked with the S&P500 (which is the broad-based Equity Index 

in the US) 

The table below shows a relative performance of the Fund V/s the Index.  

Fund Name Fund Performance Respective Index Index Performance 

Fund A 10% Nifty 8% 

Fund B 14% S&P500 18% 

* The Index Performances given above is an assumption 

Now in relation to the respective Index, observe that Fund A has outperformed the Nifty by 2% 

and Fund B has under-performed the S&P500 by 4%. Thereby Fund A has a positive Alpha of 

2% and Fund B has a negative Alpha of -4%. 

Alpha indicates the performance of the Fund Manager, who manages these funds. The fund 

manager for Fund A is a more efficient manager, as he has delivered a positive Alpha. 

Likewise, the Portfolio with a Positive Alpha proves that the Portfolio has outperformed the 

market. In this case the market is the respective Index.  

The difference in the portfolio and benchmark returns, is also called tracking error. Tracking 

error gives investors a sense of how "tight" the portfolio in question is around its benchmark or 

how volatile the portfolio is relative to its benchmark. As a result, benchmarks not only measure 

returns, they help measure risk and help the investor determine whether the added return 

adequately compensates for the risk involved. 

Example 2 

Mr. X has 50% investment in Fund A and 50% in Fund B, which are both equity funds. Assume 

the amount invested is Rs. 1,00,000 each in both the funds. Now assume Mr. X has another Rs 

2,00,000 to invest and selects Fund C which is a fixed income global bond fund. Mr. X will now 

look at the CIBC GLOBAL BOND INDEX (CIB511), which is one of the prominent global 

bond fund index to benchmark against Fund C. 
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So now the portfolio will be as follows:  

Portfolio Valuation Date: 01st Jan 2013 (assumed) 

  
A 

 
B C = A x B 

Fund 
Name 

Amount 
Invested (Rs) 

% 
allocation 

Benchmark 
Benchmark 

Value (Actual) 
Weighted 

Benchmark Value 

Fund A 1,00,000 25% Nifty 5,950.85 1,487.71 

Fund B 1,00,000 25% S&P500 1,462.42 365.61 

Fund C 2,00,000 50% CIB511 9.15 4.58 

Total 4,00,000 
   

1,857.89 

Source for Actual Benchmark values: Google Finance. 

Position of this portfolio a year later is as below: 

Portfolio Valuation Date: 31st Dec 2013 (assumed) 

    
D E F = D x E G = F x C 
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Fund A 1,10,000 10.00% Nifty 6,304.00 25% 1,576.00 5.93% 

Fund B 1,25,000 25.00% S&P500 1,848.36 25% 462.09 26.39% 

Fund C 2,16,000 8.00% CIB511 9.43 50% 4.72 3.06% 

Total 4,51,000 12.75% 
   

2,042.81 9.95% 

Source for Actual Benchmark values: Google Finance. 

From the above, one can conclude:  

¶ Fund A and Fund C have out-performed the respective benchmarks but Fund B has 

under-performed the respective benchmark. 

¶ The growth in the Weighted Benchmark Value is 9.95% (sum of column G) 

¶ However the Portfolio is grown by 12.75% (4,51,000 over 4,00,000*100) 

¶ The Portfolio has over-performed the weighted benchmark average by 2.80% 
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7.0 Considerations in Benchmark Selection 

Given the importance of selecting the right benchmark, here are some key questions to answer 

before making a choice. 

¶ What are your overall performance goals, and what is your tolerance for volatility, or 

risk? 

¶ Investors should evaluate their return goals and risk tolerance before selecting an 

index. An investor with a low risk tolerance will most likely select an index with a 

shorter duration or higher credit quality. An investor looking for a high return may 

select an index with a track record of high long-term returns, which might also 

exhibit performance volatility and carry the chance of negative absolute returns over 

shorter time periods. 

¶ Investors seeking to meet long-term liabilities with their investments should consider 

not only the pattern of cash flows associated with their liabilities but also the risk 

factors that can cause changes in liabilities. For example, liability-driven investors 

who choose to invest in fixed income could work with an asset manager to create a 

custom benchmark composed of a combination of government bonds, index-linked 

bonds, swaps and corporate bonds that closely matches the risk factors of the 

liabilities. Such a custom index could potentially provide a better fit than existing 

Indices, while also providing flexibility to adapt to changes in the liability stream over 

time. 

¶ Need for liquidity 

¶ An investor looking to invest operating cash that is used to meet short-term liabilities 

or obligations will need a highly liquid portfolio and would most likely select an index 

with a very short duration. This type of investor would want to stay away from riskier 

benchmarks that contain less liquid securities and exhibit greater interest rate 

sensitivity. Cash investors may also select custom benchmarks designed to match 

their liquidity profiles. 

¶ Liabilities linked to inflation 

¶ Rising levels of inflation can erode the real, or inflation-adjusted, returns on an 

investment. A fixed income investor with inflation-linked liabilities might therefore 

choose, for example, the Barclays Capital Euro Inflation-Linked Index, made up of 

Euro zone inflation-linked bonds whose principal and interest payments rise with 

inflation. Indices tracking the performance of specific investments that tend to 
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benefit from inflation, such as real estate and commodities, can serve as benchmarks 

for portfolios invested in these assets, including the Dow Jones U.S. Select Real 

Estate Trust (REIT) Index and the Dow Jones-UBS Commodity Index. 

¶ Different types of securities to invest  

¶ A benchmark should be a ògood fitó for the portfolio and the investment manager in 

terms of the range of securities in which it can invest. A broad investment universe 

can potentially help increase return and reduce volatility. If the benchmark is òtoo 

narrow,ó however, it may be difficult for the investment manager to make noticeable 

contributions to the portfolioõs overall performance through active management. 

8.0 The Making of a Good Benchmark 

Selecting a specific benchmark is an individual decision, but there are some minimum standards 

that any benchmark under consideration should meet. To be effective, a benchmark should meet 

most, if not all, of the following criteria: 

¶ Unambiguous and transparent ð The names and weights of securities that constitute 

a benchmark should be clearly defined. 

¶ Investable ð The benchmark should contain securities that an investor can purchase 

in the market or easily replicate. 

¶ Priced daily ð The benchmarkõs return should be calculated regularly. 

¶ Availability of historical data ð Past returns of the benchmark should be available in 

order to gauge historical returns. 

¶ Low turnover ð There should not be high turnover in the securities in the index 

because it can be difficult to base portfolio allocation on an index whose makeup is 

constantly changing. 

¶ Specified in advance ð The benchmark should be constructed prior to the start of 

evaluation. 

¶ Published risk characteristics ð The benchmark provider should regularly publish 

detailed risk metrics of the benchmark so the investment manager can compare the 

actively managed portfolio risks with the passive benchmark risks. 
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9.0 Conclusion  

A benchmark serves as a crucial role in investing. Often a market index, a benchmark provides a 

starting point for a portfolio manager to construct a portfolio and directs how that portfolio 

should be managed on an ongoing basis from the perspectives of both risk and return. It also 

allows investors to gauge the relative performance of their portfolios; an annual return of 6% on 

a diversified bond portfolio may seem strong, but if the portfolioõs benchmark returns 7% over 

the same time period, the bond portfolio has fallen short of its goal. 

The number of benchmarks is virtually endless, and selecting the right one is not always easy.  

In most cases, investors choose a market index, or combination of Indices, to serve as the 

portfolio benchmark. An index tracks the performance of a broad asset class, such as all listed 

stocks, or a narrower slice of the market, such as technology company stocks. Since Indices track 

returns on a buy-and-hold basis and make no attempt to determine which securities are the most 

attractive, they represent a òpassiveó investment approach and can provide a good benchmark 

against which to compare the performance of a portfolio that is actively managed. Using an 

index, it is possible to see how much value an active manager adds and from where, or through 

what investments, that value comes. 

With Benchmarks today covering all types of assets and investment strategies, it makes sense to 

choose carefully and only after deciding oneõs investment goals and risk tolerance. 

An investor should carefully consider the underlying risks contained in an index and their risk 

tolerance when evaluating an index. All investments contain risk and may therefore lose value. 
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Talent Management for Employee Effectiveness 

Ms. Sapna Malhotra37 

 

Abstract 

In an era where global business is an inevitable phenomenon, employers now have to be ready for meeting the future 

business demands, which can be efficiently handled through talent management. Talent management is gaining 

popularity as a significant predictor of employee and business performance. It refers to integration of new workers, 

developing and retaining existing workers as well as attracting experienced and qualified people to work for an 

organisation. 

Talent management is a process that emerged in the 1990s and continues to be implemented, as companies realize 

that their employeesõ talents and skills drive their business success. These companies develop plans and processes to 

track and manage their employee talent, including, attracting and recruiting qualified candidates with competitive 

backgrounds, managing and defining competitive salaries, training and development opportunities, performance 

management processes retention programs, promotion and transitioning. Talent strategy is, in fact, as important as 

any other part of an organizationõs overall strategy, regardless of the business conditions. 

Key Words: Talent Management, Employee Effectiveness, Strategic HR 

 

 

1.0 Objectives 

¶ To understand the importance of Talent Management 

¶ To present a conceptual model for analysing the ways in which talent management 

practices can be integrated with the strategic HR initiatives of an organization.  

2.0 Research Methodology 

¶ This research paper is a conceptual study. The first part of the paper explicates the 

review of related literature on the subject.  

¶ The secondary data is collected using online databases such as Proquest, Sage 

Publications, Emerald and Ebsco.  
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¶ In the second part of the paper researcher has made an attempt to present an 

integrated model to understand the role HR as a strategic enabler of Talent 

Management Practices in organisations.  

3.0 Talent Management 

Talent management can be defined as the strategic management of the flow of talent through an 

organisation (Duttagupta, 2005). It comprises the processes from recruiting the best to retaining 

the best. Talent management is a thorough and holistic approach to management in an 

organisation, which ultimately develops into organizational culture and creates competitive 

advantage (Lockwood, 2005). Cohn et al. (2005) stated that those who are not giving sufficient 

attention to human resource management and development will lose in the long run. Identifying 

talents in the organisation is a responsibility that lies not only with organizationsõ HR executives, 

but also with its line managers (Cohen et al., 2005).The different aspects of the engagement and 

development of talent within an organisation may consist of highly valued project assignments, 

cross-functional training, mentoring, externships, continuous feedback and international 

exposure (Branham, 2005). Together with the possibility of executive education these aspects 

make up a talent programme. It is important however to acknowledge that the term talent 

management is used loosely and often interchangeably across a wide array of terms (Rothwell, 

2005). It could refer to recognizing and developing the top percentile of performers in an 

organisation or refer to specific programs initiated for fast-tracking high potentials or it could be 

strategic processes and people development (Duttagupta, 2005; Rothwell, 2005). With a shift 

from replacement planning to succession planning, talent management has become a strategic 

planning tool (Kurand  Bunning, 2002). According to Rothwell (2005) succession planning assist 

in detecting training and development needs in identifying and utilising talents and intellectual 

capital by providing opportunities for individuals to grow and develop in the organisation and 

help in  optimum utilization of the capital spend on human resource management (Rothwell, 

2005:20-30). 

4.0 Employee Effectiveness 

The success of any industry is depending on employeeõs contribution and commitment (Baum 

and Kokkranikal, 2005). The growth and success of a company cannot be measured alone on the 

profits which it earns. In todayõs highly competitive and complex business environment, the 

talent which an organisation possess in the form of its employees effectiveness i.e. their skills and 
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competencies decide its success (Lockwood, 2006). From HR perspective, the effective 

employeesõ reflect behaviour in an organisation like- 

¶ Belief in the organisation and its objectives; 

¶ Desire to work to make things better; 

¶ Proper understanding of the business context; 

¶ Being respectful and helpful o colleagues; 

¶ A willingness to go the extra mile and  

¶ Keeping updated with recent developments.  

5.0 Talent Drives Performance 

Analyst research has proven that organizations using talent management strategies and solutions 

exhibit higher performance than their direct competitors and the market in general. From 

Fortune 100 global enterprise recruiting and performance management to small and medium 

business eRecruiting, leading companies invest in talent management to select the best person 

for each job because they know success is powered by the total talent quality of their workforce. 

6.0 The Talent Age 

In 1997, a McKinsey study coined the term: war for talent. Now in the new millennium, we find 

ourselves in the talent age. During the agricultural age, the economy was based on land, a truly 

physical and very tangible asset. The industrial age followed with a manufacturing-driven 

economy. Higher business performance was derived through the most effective use of factories 

and distribution networks. The knowledge age moved the basis of economic value to 

information assets through integrated communications and computer technology. Now the 

competitive battlefront is for the best people because they are the true creators of value. 

7.0 Challenges Facing HR And Talent Management Processes 

Many challenging workforce issues confront HR which include:  

¶ Heightened competition for skilled workers.  

¶ Impending retirement of the baby boomers.  

¶ Low levels of employee engagement.  

¶ Acknowledgement of the high cost of turnover.  

¶ Arduous demands of managing global workforces.  
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¶ Importance of succession planning.  

¶ Offshoring and outsourcing trends. 

Integrated Talent Management and Strategic HR Model 

This requires new thinking and a new mission to achieve business success. These factorsñ

coupled with the need to align people directly with corporate goalsñare forcing HR to evolve 

from policy creation, cost reduction, process efficiency, and risk management to driving a new 

talent mindset in the organization. 

One important distinction is the evolution of the difference between tactical HR and strategic 

talent management. Transactional HR activities are administrative overhead. Talent management 

is a continuous process that delivers the optimal workforce for your business. 

In this new model, Integrated Talent Management and Strategic HR Model -ñinstead of being 

the owners of processes, forms, and compliance, HR becomes the strategic enabler of talent 

management processes that empower managers and employees while creating business value. 

The mandate of talent management is to respond to business goals and consequently be the 

driver of business performance. In this model talent management is depicted as a circularñnot a 

linearñset of activities. 

Fig. 1 : Integrated Talent Management and Strategic HR Model 
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8.0 Conclusion 

Workforce cost is the largest category of spend for most organizations. Automation and analysis 

of recruiting and hiring processes provides the immediate workforce visibility. This helps to 

significantly improve the firmõs bottom line. Performance management provides the ongoing 

processes and practices to maintain a stellar workforce. Today, many organizations are struggling 

with silos of HR processes and technologies. The future of talent management is embodied in 

solutions designed from the ground up to provide business-centric functionality on a unified 

talent management platform. 

Though it may seem intuitive, it is worthwhile to articulate the fundamental significance of 

successful talent management practices: 

¶ The key enabler of any organization is talent.  

¶ The quality of your people is your last true competitive differentiator.  

¶ Talent drives performance.  

Talent management requires strong executive support, along with systems and processes all 

directed towards having the right talent doing the right work at the right time. Thatõs when talent 

truly drives higher business performance. 
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Solid Waste Management in the Metro Cities of India 

Ms. Shitala Prabhu38 

 

Abstract 

India is one of the oldest civilizations in the world, spanning over a period of more than 4000 years, and 

witnessing the fusion of several customs and traditions, which are reflective of the rich culture and heritage of the 

Country. India is the second largest nation in the world, with a population of 1.21 billion, (Census 2011) 

accounting for nearly 18% of worldõs human population. A total of 181 million people increased from the previous 

Census of 2001. India is now among the top 10 countries generating the highest amount of Municipal Solid 

Waste. This is primarily due of the large size of the urban population and the city-dwellers adopting high-

consumption lifestyles. Hence metro cities in India are facing a sharp contrast between its increasing urban 

population and available services and resources. Solid Waste Management is one such service where India has an 

enormous gap to fill.  

This paper attempts to understand solid waste management across Metro cities in India 

Key Words: Solid Waste, Urban Population 

 

 

1.0 Introduction  

Urban India is facing a massive waste disposal problem which will worsen in the coming years. 

With increasing population and economic inflation, the lifestyle of urban residents/households is 

also changing. Thus solid waste collection, disposal and management have become a major urban 

problem especially in the metro cities. As every person is a contributor to this problem, greater 

the population more severe is the problem. As a result enormous amount of Waste is generated, 

and the most crucially posed question is how to manage these wastes effectively and efficiently to 

save the environment and the continuous existence of mankind. 
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2.0 Need and Significance 

The ever increasing population in the metros has put tremendous pressure on the available 

resources. New consumption patterns and social linkages are emerging. The per capita waste 

generation rate in India has increased from 0.44 kg/day in 2001 to 0.5 kg/day in 2011, fuelled by 

changing lifestyles of òuse and throw theoryó. Urban population growth and increase in per 

capita waste generation have resulted in a 50% increase in the waste generated by Indian cities 

within only a decade since 2001. There are 53 cities in India with a million plus population, 

which together generate 86,000 tons per day (31.5 million tons per year) of Municipal Solid 

Waste at a per capita waste generation rate of 500 grams/day. The total Municipal Solid Waste 

generated in urban India is estimated to be 68.8 million tons per year or 188,500 tons per day of 

Municipal Solid Waste. Such a steep increase in waste generation within a decade has severed the 

stress on all available natural, infrastructural and budgetary resources. 

In the metros waste is generated by, and from different sectors; domestic, commercial, industry 

and others but the Waste Management responsibility has been left to the government or 

administrative authorities only. Hence the municipalities, cities and towns continue to grapple 

with the problem of Solid Waste Management.. 

Municipal Solid Waste rules 2000 made by the Government of India to regulate the management 

and handling of Municipal Solid Wastes  provide a framework for treatment and disposal of 

Municipal Solid Waste. Due to lack of data and infrastructure, financial and human resources, 

the Supreme Court mandate of complete compliance to the rules by 2003 could not be achieved 

by urban local bodies and that goal still remains to be a distant dream. As a result, even after a 

decade since the issuance of the Municipal Solid Waste Rules 2000, the state of Municipal Solid 

Waste Management Systems in the country continues to raise serious public health concerns. 

Although some cities have achieved some progress in Municipal Solid Waste Management, many 

cities and towns have not even initiated measures 

Today there is a growing consensus that the immediate stakeholders in the issue of Solid Waste 

(the generators of waste), in this case the residents need to join hands with the authorities in 

dealing with this problem that has far-reaching environmental and human health effects.Overall 

the major issue is segregation of waste, for any project to be successful the basic necessity is 

segregation of waste. This is possible only if the waste producer participates wholeheartedly in 

process of waste segregation.  

Seeing the above enormous situation of Solid Waste, and the major problem of segregation of 

waste the  researcher choose to study the Solid Waste Management in the metro cities in India. 
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2.0 Objectives 

¶ To study various methods  of  Solid Waste Management operative in the four metros 

in India 

¶ To study the level of public participation in Solid Waste Management across the four 

metros in India 

¶ To study the level of segregation of waste by the households across the four metro 

cities in India 

3.0 Hypotheses of the Study   

Ha1 - There is no difference between the various methods of Solid Waste Management in the 

four metro cities of India. 

4.0 Methodology 

Qualitative approach was used for the research.  

Sample 

The four metro cities of India ðChennai, Delhi, Kolkata and Mumbai were selected for the study. 

From each metro city 2 Municipal officers from the headquarters of the Solid Waste 

Management department and 100 households were selected randomly. The total sample size of 

households was 400. Of the total 60% represented the urban area and 40% from the urban slum 

area.  

Tools 

The required information for this research work was collected through both primary   sources as 

well as secondary sources. The study used three sources of information for the primary data 

collection. This includes interviews, questionnaire and observation. The tools were designed as 

per the requirement. The questionnaire was constructed and standardized by the investigator. 

5.0 Data Collection 

This Study was conducted in two phases, Phase I and Phase II.   

Phase I - Primary & Secondary data was collected from the Municipal Corporations of the four 

metros under consideration, to study the existing methods of Municipal Solid Waste 

Management. The Municipal officers were interviewed. The researcher visited various sites to 
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observe the various operations from collection to disposal of Municipal Solid Waste, at various 

places and at different times. 

Phase II -The questionnaire was administered personally to each of these randomly selected 100 

residents from each metro. 

6.0 Data Analysis 

Qualitative Analysis was used to study the information obtained   from the interviews, various 

documents & records. After the collection of responses and the transcription of the interviews, 

the interviews were analyzed separately in order to distil the key points of relevance by their 

answers. The response data was analyzed and percentage was calculated for each item. 

Triangulations strategy was implied. Patton (2001) believes the use of triangulations by stating 

òtriangulations strengthens a study by combining methods. This can mean using several kinds of 

methods or data, including using both quantitative and qualitative approachesó. 

Major Findings 

Objective 1 : To study various methods of Solid Waste Management operative in the four 

metros in India 

Hypothesis1 : There is no difference between the various methods of Solid Waste 

Management in the four metro cities of India. 

Waste Collection 

Overall 47.7% is the door to door collection coverage of waste by the municipality and 50% 

collection efficiency. More efficiency is seen in the Urban Areas as compared to the Urban Slum 

Areas. Sweeping and handling of waste is done manually.  

The reasons for this are : 

¶ Mostly in the urban slum areas there is no facility for the free movement of the  

vehicles. The urban slum  areas are over congested, 

¶ In all metros the common bin system is discarded but it exists in the urban slum 

areas.  

¶ Due to lack of segregation mix waste is deposited in the municipal vehicles.  

¶ Penalty system has been implied but the actual implementation of the system is not 

yet seen on a large scale. 
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Waste Segregation 

Segregation of waste is as low as 23.25 % across the 4 metro cities. The residents do not 

segregate the Municipal Solid Waste. 

Waste Storage 

No waste storage facility is available in any of the 4 metros. Due to the unavailability of proper 

equipment and space. 

Waste Transportation 

Transportation is done through Municipal vehicles. The new vehicles are covered. They also 

have the mechanical lifting up of garbage bins. While the older ones are open.  

Waste Processing 

Biodegradable waste is sent for composting, vermin composting, anaerobic digestion or any 

other appropriate biological processing. Mixed waste containing recoverable resources follow the 

route of recycling. Lack of segregation is a hurdle in this process. 

Waste Disposal  

Since the segregation level is very low, most of the waste is dumped in the landfills. Mumbai and 

Delhi has maximum known Landfills, 3 each followed by Chennai having 2 and Kolkata one. 

7.0 City Wise Analysis 

Delhi generates maximum waste8000 t/day, so also is the per capita waste generation 0.65 

Kg/c/day. Population density is less, as Delhi is spread over a wide area. A large fleet of workers 

are engaged. The SWM budget is also very high. Reason could be as the capital of India the city 

receives more attention. Compostable Waste ratio is high, 54.52 % and recyclable waste more 

than 15 %, In all total 69.52% waste can be reduced. The Carbon Nitrogen ratio is also high and 

moisture content is more than the required limit. High calorific value kilocalories per kilogram is 

greater than 1200kCal/Kg which is seen in the city. Hence the waste has high energy recovery 

potential.  

Kolkata generates 3670 t/day of waste and the waste generation is 0.662 Kg/c/day. The 

Population density  is  maximum and so the waste accumulation seen is more and hence this city 

is referred to as one of the dirtiest city in India. Compostable Waste ratio is high, 50.56 and 

recyclable waste more than 11.48 %, in all total 79.10% waste can be reduced. The Carbon 

Nitrogen ratio is also high and moisture content is more than the required limit. High calorific 



Management Vision 

Rizvi Institute of Management Studies & Research 97 
 

value kilocalories per kilogram is greater than 1200kCal/Kg which is seen in the city. Hence the 

waste has high energy recovery potential.  

Mumbai, is also a highly populated city generating about 6700 t/day of waste. The waste 

generation kg/c/day is 0.514. High Compostable Waste ratio is very high, 62.44 % and with a 

high recyclable waste ratio around 16.66 %, in all total 79.10% waste can be reduced. Mumbai 

exhibits an idealistic Carbon Nitrogen ratio and has high moisture content. High calorific value 

kilocalories per kilogram is greater than 1200kCal/Kg., the waste here exhibits a very high HCV 

that is 1786 kcal/ kg. Hence the waste has high energy recovery potential.  

Chennai a highly populated city generating 4900tons of waste every day and 0.708 Kg/c/day. 

The city has 2 landfills and one operational composting plant. Compostable Waste ratio is 

comparatively less, 41.34 % and with an average recyclable waste ratio around 16.34 %, in all 

total 57.68 % waste can be reduced. The city exhibits an idealistic Carbon Nitrogen ratio and has 

high moisture content .High calorific value kilocalories per kilogram is greater than 1200kCal/Kg 

the waste here exhibits a very high HCV that is 2594kcal/ kg .Hence the waste has high energy 

recovery potential. 

Thus all the 4 metro cities under the study coverage do have a systematic Solid Waste 

Management System, and overall there is no difference seen between the various methods that 

are used. As seen waste reduction and waste segregation is the most important aspect of 

Municipal Solid Waste Management. 

Objective 2  : To study the level of public participation in Solid Waste Management across 

the four metros in India 

The overall level of awareness across  the4 metros  is only 26.56 %  which is fairly low. Mumbai 

households exhibits the maximum 36.13 %, followed by Chennai 30.13, next is Kolkata 22.06 % 

and the least is Delhi 21.86. The southern part shows comparatively higher level than the 

Northern.  

Awareness level in Urban Area is 47.85 %, as compared to Urban Slums which is  14.92%. 

Objective 2  : To study the level of segregation of waste by the households across the four 

metro cities of India 

Overall the segregation level across the four metros is very low. Only 18 % household residents 

segregate waste. When compared the percentage of waste segregation across the four metros  in 

the urban areas majority of the households in Chennai segregate waste. Thus the segregation 

percent is 71.67 %, followed by Mumbai 41.67% then Delhi 36.67% and least is Kolkata 18.33%. 
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The findings also revealed that the majority of the households in the four metros exhibited 

concern and sensitivity towards the environment and solid waste. In spite of this the level of 

segregation of waste is low. The level of waste reused and reduced is low while the littering level 

is high. The people are aware about the problem but exhibit an indifferent behavior. The basic 

thinking is that, they cannot do anything to reduce and manage the volume of solid waste. As the 

level of public participation is extremely low in Solid Waste Management there is a need for 

involving and motivating the stakeholders, in this case the households in the process of solid 

waste management.  

9.0 Conclusion  

The low awareness level reflects in the enormous quantity of waste generated and which is 

increasing day by day. Since there is no awareness the people are unaware of the huge quantity of 

waste generated. The idea that every individual generates waste is not understood.   

The level of education has an influence on how people perceive scenarios. This is because, from 

the findings of the Residents/Households interviews, out of the total 160 respondents from the 

Urban Slum Areas, only 50% have been able to acquire primary level school education, 20 % up 

to class 7 and only 2 % have acquired some sort of tertiary training. On the other hand, 100% 

respondents from the Urban Areas have studied beyond Secondary level and majority are degree 

holders. 

From the attitudes of the residents, it is seen that they are aware that by not segregating waste 

they are not doing the right thing. But they are not ready to do the action of segregation due to a 

number of reasons like, lack of time, laziness. The future is bright only, if the potentials of the 

people to participate are delicately and purposively tapped. There is willingness by the public to 

participate. They are ready to play their role in Solid Waste Management, but as they 

unanimously agreed that they need the technical guidance of the authorities. Collaboration is 

thus very important for success of any project and Solid Waste Management is not an exception. 

The willingness among the people to work together with one another and with the authorities 

for a common good is a starting point for a synergy which will move from just mere 

complementarily through embeddedness to a co-productive relationship which is the epitome of 

participation. Also if there is some sort of motivation and recognition of the work done by the 

authority it will help to enhance the project. 
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Implications of the Research 

The only way to manage the waste is by motivating the households to segregate waste. There is a 

great potential for Public Participation in Solid Waste Management in the four metros. The best 

way to do is by involving the households, that is the Community. This will indirectly reduce the 

burden of the municipalities, which will directly improve and solve the enormous problem of 

Solid Waste Management.  

Thus if proper regulation of the Municipal Solid Waste is done the waste can be turned into 

wealth with zero percent leftover. For the implementation of this Waste to Wealth program the 

Municipalities have to tackle Solid Waste Management at micro level. 

Materials recovery and recycling reduces the amount of material to be disposed of and extends 

the life of the landfill. It is more cost-effective to perform these operations close to the site of 

waste generation. This reduces the cost of transporting the materials to the landfill and 

minimizes the difficulty of separating mixed wastes at the landfill. 

Recommendations 

Based on the findings of this study, the following recommendations should be considered ð 

¶ Residents must get involved in the Municipal Solid Waste Management process.  

¶ Residentõs ideas should be included in the initial deliberations and discussions so that 

they can see themselves as part of the decision-making structure.  This is important 

because the people themselves have been responsible for both the good and bad 

practices at present and therefore for any change to be concrete there is need to involve 

the people right from the start by way of consultations.  

¶ Waste segregation should be made compulsory in the metros. Residents must take 

initiative in composting the waste generate in their homes. 

¶ There is a need to acknowledge and recognize the instrumental role played by the 

Community participation because the Households will play an important role in the 

entire process of Solid Waste Management.  

¶ Every individual must observe the 4 Rõs ðRefuse, Reduce, Reuse, and Recycle.   
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Suggestions for Further Research  

¶ Further Experimental research could be conducted to study the impact of 

community participation on to Solid Waste Management. 

¶ The present study concentrated on the four Indian metros only. Other cities and 

towns could be included. 

¶ The present study concentrated on Municipal Solid Waste Management only. More 

research could be extended to more empirical studies, for example, the management 

and impact of industrial effluent gases to the surrounding environments etc.  
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Abstract 

An increasing number of organizations are adopting social networking tools for Talent Acquisition. With the 

wide reach of this medium, most companies are now moving towards adopting social media platforms to acquire 

talent. This article is an attempt to understand the evolution and importance of Social Networking as a source for 

recruitment and its benefits and challenges. This paper further attempts to understand how LinkedIn, a popular 

social networking site is leveraged by employers and employees. 
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1.0 Introduction  

Today organizations are adopting social media platforms to recruit, often complementing 

traditional recruitment sources. However, the extent to which one could rely on its use depends 

largely on factors such as size and nature of the organization.  

Social media recruiting can be categorized in two ways: 1) Internet Sourcing focuses on social media 

profiles such as individual profiles on LinkedIn, Facebook, Twitter, etc., blogs and online 

communities to seek passive candidate information and 2) Social Distribution, involves social 

media platforms and networks as a means to share job openings within their online communities 

as well as influencers.  

Shea Bennett in an article on Social Media Recruiting stated that 92% of companies across fortune 

500 companies are using platforms like Twitter, Facebook, and LinkedIn for recruitment. Apart 

from these, there are various other platforms such as Google+, Pinterest, My Space, Foursquare, 

YouTube, amongst others which are used for screening candidates for recruitment. Also, about 

45% of Fortune 500 companies include links to Social Media on their career page of the official 

website. 
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According to an infographic by Staff.com on Mediabistro, LinkedIn tops the list of social networks for 

hiring, favored by 93 % of Fortune 500 companies, ahead of Facebook (66 %) and Twitter (54 

%). Almost three-quarters (73 %) of recruiters state they have made successful hires through 

social media, and, conversely, one third of employers rejected candidates due to discrepancies in 

their social profiles. The survey also stated that 78% of companies in 2010 followed by 87% of 

companies in 2011 and then 93% of companies in 2013 have been able to successfully recruit 

talent via LinkedIn. Thus LinkedIn has become one of the most preferred places for HR 

scouting to generate leads. 

Research  conducted by Institute for Employment Studies for ACAS on how and why HR 

Professionals and Employers use Social Media in recruitment in 2013 revealed that 45 % of HR 

decision makers use social media in recruitment. It also stated, that there several methods in 

which social media is used in the hiring process. This includes the search for potential candidates 

online and 'screening' candidates through their social media profiles. 

2.0 Objectives 

¶ To understand the concept of social media recruiting and its evolution. 

¶ To study the benefits and challenges of social media recruiting on Employers as well 

as Employees. 

¶ To recommend ways to overcome the challenges faced by organizations while using 

social media recruiting. 

¶ To suggest ways how employers and jobseekers can leverage LinkedIn over other 

social media platforms for effective recruitment. 

3.0 Research Approach 

A secondary data survey was conducted wherein various sources viz. SHRM Survey on Social 

Networking Websites and Recruiting, Institute for Employment Studies report, Global 

Workforce Index Survey, Staff.com Survey on Social Media Recruiting, publications from 

research and consulting organizations, online databases, research papers, newspaper articles, 

journals, etc. were tapped to understand the present scenario of social recruiting, its benefits and 

challenges as well as the impact on the selection process and turnaround time. 
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4.0 Evolution of Social Media Recruiting 

The major innovation made in recruiting in the last decade has been the one related to social 

media. Pewõs 2011 research estimates that 65% of adults use social networking sites on a regular 

basis. A recap on some of recruitmentõs most appreciated social networking platforms to date is 

as follows: 

1995: First Internet Forums 

2002: LinkedIn ð a social networking website for people professionals across domains 

2004: Facebook ð an online social networking service 

2006: Twitter ð an online social networking service and micro-blogging service 

2008: Jobvite - a social recruiting and applicant tracking service 

2010: Branchout ð a Facebook application designed for finding jobs, networking and recruiting 

It is beyond belief to consider how much influence the above mentioned platforms have on the 

industry, when the majority didnõt even exist ten years ago. The 1990s brought the recruiter-

centric automation that gave the recruiters the power to screen resumes based on a full set of 

criteria. Then came the phase where automation became necessary as it made managing 

candidate relationships and reporting sources easier for recruiters. The beginning of 2000s 

brought candidate-centric innovation where recruiters received insightful data about the 

prospective talent pool thus helping them build better recruitment strategies to attract these 

candidates.  

With nearly 800 million people on Facebook and approximately 135 million people on LinkedIn 

According to Facebook.com & LinkedIn.com, recruiters now have an opportunity to reach, influence 

and seek potential candidates via social media. Recruiters have found a new way to communicate 

and engage potential recruits thus enhancing candidate experience and building relationships. 

Lastly late 2000s brought in a collaborative recruiting approach where the success of social media 

innovation in hiring focused on integrating the ôApplicant Tracking Systemõ with Social 

Strategies. An Applicant Tracking System is an HR Tool leveraged by companies to ensure 

continuous tracking, monitoring and development of the talent pool.  




