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Editorial

Dear Valuable Researchers

On behalf of the management and the editorial team at Rizvi Instit

Management Studies & Research, we wish you a prosperous New Year 2

We have achieved yet anot her mi |
2 0 1-3h@& annual research conference a successful platform to show
different facets of research across management domains. We had the p
having amongst us Mr. RaBagayatkar, Director Product Specialist, Tk

Nielsen Company as the Key Note Speaker.

Dimensions in Research 2015 witnessed a diverse mix of research pa
Research ScholascademiciansManagement Consultants and Professij
from the corporate world. We profusely thank each one of our researcher
papers, havenriched the domain of managema@titresearch papers have b

compiledinourBAn nu al Resear ch \iosuironnad .:

We also extend our gratitude to panelistswhose unconditional support H
provided our participants with a richer and deeper research experier
conference was concluded with the Valedictory Fumtizgored byDr. Sreejith
NarayanarAVP 0 IL&FS as the Chief Guest

We continue to seek your support to give research a new meaning

dimension. So keep writing to us.
Wish you a successful New Year

Dr. Kalim Khan
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Understanding the Role of Public Relations in Creating Awareness

about Insurance Products to Retail Customers

Anjali Talreja

Abstract

India has demonstrated strong improvement in life insurance penetration and density in the I
However, India largely remainsfaenetdéed market. The total penetration in India is 4.5 % of the tof
population. The marketisoplagndy dependent on pusix focentives and mandatory buying for sales.
There is very little customer pull, whigtomél from growing financial awareness and increasing sav
and disposable income. The need for life insuranceergdtprioatycbgsiddians. This is where life
insurance companies are struggling. This paper attempts to understand how an Indian Life Insur
carleverage Public Relation tools to raide\aismatnetthe importaif@@sirnance.

Key WordsLlife Insurance, Penetration, Customer AwarenesssPublic Relation

1.0 Introduction

The Indian insurance sector has 52 insurance companies, of which 28 dife imswance

business and 24 in life insurance. India's life insurance séedoiggest in the world with

about 36 crore policies and is expected to increase at a compound annual growth rate (CAGR) of
12-15 per cent over the next five years. The insurance industry plans to hike penetration levels to
five per cent by 2020, and cbidp the US$ 1 trillion mark in the next seven years.

However, Life Insurance in India is currently grappling with growing the business and making
profits. The gestation period of life insurance business is approximately 10 years India, therefore

making lhe business capital intensive in nature.

Currently, life insurance companies are creating a strong customer connect through various
marketing options such as advertising, Below the Line acBvdiabyledia, Public Relations
and more. This accounts fohuge investment and thus there is pressure for insurance firms to

reap the return on the investments.

This paper presents a case study on how a life insurance company leveraged public relations to

increase the awareness levels for life insurangespolic
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Public Relations and its role

Public relations (PR) is the way organisations, companies and individuals communicate with the
public and media. A PR specialist communicates with the target audience directly or indirectly
through media wit an aim to reate and maintaia positive image and create a strong

relationship with the audience.

The role of PR has now widened to and is not restricted to media only. There are several ways to
meet the goals of a firm through several creative tools such apropéntes, direct connect

platforms and more.

2.0 Research Objectives
The objective of this study is to:

1 To undertand how Public Relations platforms and tools help a Life Insurance to create

awareness amongst its potential customers.

3.0 Research Metlodology

1 This study is based on a real life case study on the rolenofre&ing awareness for

Life Insurance products and services

1 The current landscape of Life Insurance and the role of PR have been attributed to the

internet, books and magazines

4.0 Limitations

1 The study is based on a Life Insurance firm only
The PR tools and platforms analyzed in this case study have been customized and

implemented for the Life Insurance company only
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5.0 Case Study 1

Life Insurance Firm: XX

The life insurancerfn XX was struggling with sales of policies due to lack of awareness from
retail consumers. The firm engaged a PR agency to connect with retail customers with the
objective of creating awareness about the importance of life insurance -alanmedlicis.

The oppor

period of time and is not merely a-offeactivity. The customers were not clearly defined,

companyo6s mandate was to create PR

therefore the focus was to create a mass connect with retail rsusttimeefollowing cities:

1 Mumbai
1 Ahmadabad
M1 Delhi

Reaching out through PR:

The PR agency framed a medinnect framework to engage customers through PR tools and

platforms.
Phase 1: Creating a strong media base

In the first phase, the PR agen@pped out media opportunities such that there is a-direct
connect with the readers. The mapping was done such personal finance columns were tapped

across English, Marathi, Hindi and Gujarati papers. The media mapping was as under:

Marathi Dailies Hindi Dailies

English Financials

Business Magazines

Economic Times Lokmat Navbharat Times Business Today
Financial Express Loksatta Amar Ujala Business India
Business Standard Sakal Dainik Jagran India Today

Hindu Business Line

Maharashtra Times

Dainik Bhaskar

Business World

Mint

Tablel: List of Media

The articles in the above papers were covered in the form of:

1 Authored articles:Emphasizing on the importance of life insurance anectaedi
1 Quotes and Opportunities: Feature storiesocusing on the industry framework,
regulatory changes and trends in the life insurance sector. The underlying message always

focusing on the advantages of life insurance
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1 Regional Focus:In the regional papers, the focus was on easy reading artickes on th
nuances of life insurance benefits, savings and a tool for tax saving as well.

1 Weekly Question & Answer SectionsA column was sourced where readers can write
in their queries which are answered by the Life Insurance Spokesperson. This weekly
column sirplifies complexities / myths of life insurance products and services

1 Business MagazinesHere the agenda was to highlight how policies are framed and the
role of the regulatory bodies in making life insurance products cusntrierand a
long term sawg tool. The agenda was also to highlight the role of life insurance

companies in adding to the GDP growth of India.
Phase II: The Insuranced Media Education Drive

The PR agenagalized that engaging media on a continuous basis was very important in order
to keep the coverage flowing. However, the agency realized that the conceptual understanding of
insurance was weak with most junior andlewsl journalists. In fact, even ke tsenior

editorial level, there was a clear disconnect, especially when there were regulatory
updates/amendments. The agency thus created a platform through an interactive learning
session which was divided into 2 parts:

1 Online: In the online platform, website was created to simplify insurance for media.
The website was created such that the content was easy to follow and véafsgargon
An interactive section was created to keep media engaged throughobalisevith
senior management (from thesdrance firm) at a fixed time weekly. This helped in
keeping the media engaged based on their needs.

1 Offline: An education drive was createda monthly basis across the target cities. In
this case, the senior management over a weekend once a mahtioldaihlematic
workshop covering different facets of insurance. This one on one interactive session
proved to be a helpful for journalists to write better stories with a deeper understanding

of insurance and its nuances.
Phase //l: Awareness for the Young:

The PR agen@reated an opportunity to connect with young minds. Child Plans was part of the
LifeInsurancéi r més product portfolio. A plan was de
the form of the brand awareness andtimelirectly connect with the parents. The plan was as

follows:




Management Vision

Book Reading Session

A fun & filled intellectually stimulating book reading event was created. Books are the best way to
connect with the young. A book reading session was created wath tielbarter tiap with

a | eading childrends publisher. Noted autho
reading session. Free books were given with a note on insurance to be shared with the parents
along with a contest on essay. The formtlen duly filled by the parents. The essay was to be
submitted to the school authorities and the insurance firm was award the best writer with a gift

hamper. The book reading session and essay writing was carried out annually in the select school.
The djective was to:

1T Creat e dinpentibtheanmds®f the young
1 Get a live database of parents of young children who can be prospective buyers in order
to pitch for Child Plans

Phase |V.Creating awareness for MedClaim Products

Medkiclaim produis are those that cover a set of ilinesses of a person who paysfiagie
premium. This is very beneficial in terms of critical ékesd even accidents. Health related
costs in India is otmerise and yet, awareness is very low. Thereforetitbtirsneed for such

a product the following plan was implemented:
Walkathon: A Fitness Drive

A 15km Walkathon was planned in the target cities. A structured media planning advertising
plan was implemented to invite walkers to be parts of the walKEbtgoplan was to make
people realize that being healthy is a gift of life. At the end of the walkathon, a panel of doctors
invited young and the old to share their experiences of how they are fit.

Towards the end of the event, the doctor highlightathgfatance of a medlaim taking into
account the rising costs of health care in India.

The Walkathon was repeated annually across the target cities.

The PRplan was aligned to the needs of the InsuranceEfifonts focused on engaging the
retail cusomer such that different platforms were leveraged on a continuous basis. This helped

the firm to target potential customers. The above activity tookydaeeperiod ahreeyears.
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Significance & Conclusion:

The case study based on leveraging PRhaidhere is a level of awareness created for the Life
Insurance firmPR proved tde engaging and interactive thereby minimizing bottleneck and
ensuring an easy flow of information such that the business objective is met. A cost effective
method was dopted through PR successfully. The firm not only connected with potential
customers but could not keep them engaged year after year and at tihee saltieg new
prospective customers. Both, mediaandmend i a pl atf or ms weres wel |l
sales team was now equipped with a database of customers that were live and proved to be good

base to start the sales process as there was potential of purchase.

References
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Understanding Productivity Improvement Using Simulationin

Sheet MetalComponents Production

Aijaz Jafrii

Abstract

Customerds requirement of shortest | ead ti me
to turn to technology. If a company is not productive and not keeping pace neghiteendpnamic marke
will not only be inefficient but also obsolete in no time. There is a need for user friendly technoloc
guick results and whose i mplementation doesn
depaments of a manufacturing unit in getting productive, and that magic wand, is simulation. .
software aids in product design, tool design, process design, inventory management, facility

handling, human and capital resotioearidizdlocation, logistic and ware house planning. Simulation

capabilities to do multiple scenarios testing without actually disturbing the real system. This art
different simulation application areas like strip layaumabihgstnaléon solving, process design, value
analysis, preventive maintenance, day to day shop floor activities in a sheet metal component

company

Key Words.Simulation, Productivity, Technology, Process Design

1.0 Introduction

Jerry Banks defines simulation as OAna i mita
system over time. Wher done by hand or on a computer, simulation involves the generation
of an artificial history of a system and the observation of theightiittory to draw inferences

concerning the operation characteristics of

Any real system or a product idea or an existing product can be modeled for either
understandingts complexity or evaluating various outcomes by experignentin wdif a t

oscenari os.

There are wide range of simulation software that are available and can be used for product
modeling and system modeling. These propriet

super computers and can be easily modelegibgers and managers.
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Sheet metal components are generally stainless steel or aluminum parts undergoing production
processes like blanking, piercing, notching, drawing, forming, embossing, bending, etc. in a
machine called as a press. Part thicknessiamaize, shape, production process, etc are the
determinants of the press tonnage or press machine capability. Sheet metal components find
their application in many industries ranging from electrical and electronics to automobiles and
beyond. A simplbearing cover to the whole car body will fall under the gamut of sheet metal

components.

Simulation has become a necessary tool in sheet metal industry. With the aid of the simulation
software, companies can design, manufacture and deliver highngulaity cost produah

the shortest lead time. Simulation finds its appliedti@nious stages i.e. initial product design,

strip layoubr nestinglesign, product engineering, process engineering, line balancing, facilities
planning,material handlingpreventive maintenancemanufacturing, maspower planning,
warehousing, shipping and logistics. Engineers and managers can incorporate this software in
their decision making with the aim of delivering the high quality product efficiently and timely to

customer at the lowest cost withdigturbing the existing system.

2.0 Research Objective

1 To understand the application of simulation and its effect on productivity in the sheet
metal component industry by studying various scenarios and their impiaet on

manufacturing sector specifically sheet metal stamping.

3.0 Research Methodology

9 Various simulation modeimplementationwere studied through secondary data:

Internet, Periodicals and books.

1 Variousonline case studies were analyzed to compare patiraf pre and post

simulation and the results

4.0 Sampe and Limitation of the study

1 The study is based only on the secondary source of data and it includes all the limitation
of secondary source data and most of it cannot be verified.
1 While simulatiortan be applied in various type manufacturing industry as well as in

service industry, the article scope is confined to only sheet metal manufacturing
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5.0 Understanding the different applications of simulation in

manufacturing

This paper will discuss theriaus applications of simulation and will also explaivetiefits

This is as follows:
1 Understanding the process of simulation in efficient strip layout from the coil

Consider a sheet metdmponents manufacturilgpmpany intending to provide
guotatin of a newcomponentto its customer. Also, company is under pressure to
quote it within an hour and since it will be requaamgponentso be cut from a coil of

stainless steel, the pricing needs to be as accurate as possible.

By using simulation softkga the formed component will be flattened out to get the
initial blank shape. Alspesting or blank layouty arranging blanks on the strip as
efficiently as possible to maximize material utilization can be achieved instantly. Thus
ultimately the blankize, strip size and width of the coil can be achieved fewust

seconds

Figure0-1: Screenshot of a simple blank nesting for better material utilization on a strip
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1 Simulation in tool design andformability problem solving

Consider that same company is in dilemma with quality problems of spring back action,
thinning, surface defects, wrinkling, tearing, etc during forming operation. Traditional
approach entailed cumbersome trial and error onettsetting i.e. clearance variation,

die and punch sizing, press force adjustment, press setting etc. If luck favored, the
solution could be achieved w4 3irs or else it would take a day. Though simulation
doesndt repl ace s satpg, it dollabomrateseaxdampliments¢oel o f
room engineers and together with software simulation, the tooling can be designed in
minutes so that set up time can be drastically reduced.

Simulation answers many questionsAikemydie settinglearancecorrect? Do | have
to resize my dies and punches? Does my current tooling eliminate stress build up and

minimize spring back effect?
1 Simulation in process engineering:

Simulation helps to answer questionsdiia,| make this part in one drawing opmrat

or two draw operations are needed to avoid tearing and other quality defect?

A company, Die Engineering, USA was successful in quoting its customer within 24
hours with accurateredictability of drawing its component in just one draw with the
help of simulation. Later, stress data and other parameters were fed into the simulation
and software was run. The result was that the part got split. Necessary corrections were
made with rgards to blank size and software was successfuity fiehey tried the

same setting on the actual die and they were able to get the first sample part without any
quality defect in just one tryout

Figure0-2:

10
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Figure0-3: Images showing simulation form limits, formed parts and formed part in tools: Courtesy Die
Engineering, USA (4)

1 Simulation in value analysis and value engineering: with simulation, we can get answers to
guestions like, Can | decrease the rahthickness to save up on cost but at the same

time not comprise on quality? Also, does increasing the thickness eliminate part tearing?

Simulated Part - FAILURE |

FigureO-4 : Failure due to tearing as suggested by the simulatsoftware

Figure0-5: After correcting modeling parameters in simulation software, perfect forming zones with no tearing defects
are obtained as shown above.

11
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Different colors on the images denote diffdeam of stress buildwath regards to the
material behavior at differgrdints on the part. Simulating vanpagameters like press
force, clearance, forming force, gieessarying safe zones and danger zones suggesting
achievable qualikgvel or éfect.

1 Simulation of day to day shop floor operation

Discrete event simulation can be used for mapping entire factory to identify bottlenecks
in the system. Start from the incoming raw material to the loading dock, a manager can
modeled the entire prodist process in software (DES) different than the simulation
software described earlier (TOOL DESIGN).

DES simulation software is used for modeling any discrete sequence of events

independent of time, e.g., material movement, WIP movement, operator metwemen

By feeding in data from time study and work sampling, simulation software can mimic
entire 24 hrs shift and can be run for a whole week or more. On completion, statistical

result can be analyzed and conclusion regarding the system parametizdwesdbe

By doing oWhat i f o0anal ysirssultosmanypcrittal oor n
aspects of system optimization.

For e.g. how many presses are actually required for current capacity? Which shop floor
layout is efficient? Cave incorpoatelLean/JIT inour setup? Canour current setup
accommodate increase in demandv@amroduce newer component without adding

new press? How many shifts are needed? What will be the percentage utilization of
machines, material handling equipments amhtops? Dave need to add up more
operators? Do we have enough forklifts? What will be throughput to avoid stock out at

each statiorDo we need to expand our manufacturitg?

Consider a case of a MNC, global leader in fluid management and flowaaonedl,

to make sure before opening a new plant in a new market, that the current facility in US
is utilizing best practices. After simulation study and software run, and later
implementing lean lessons, they were able to achieve 80% reduction ofifemodd sh
saved $ 200,000 annually in the new and
whatif scenarios enabled them to run each of seven scenarios as virtual kaizen in only

five minutes. (7)

12
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Figure0-6 : Promodel simulation software mimicking a shop floor operation
9 Simulation in preventive maintenance

A study was conducted with the aim to determine the effectiveness of a preventive
maintenance schedule for the Slush Moldigartment for Johnson Controls Inc.

USA. This department had 18 machines that produce the molded side doors
components

Averagenachine repair time was lsours and all the machines tareeshifts with no
breaks sevendays a weelErom the dataa planned maintenance time for a single
machinewas 24 hour and this was the main reason as ttherBywas no planned

maintenance for this department.

A planned maintenance schedule for each machine was created for this degiagment
ProModel a simation model. Six months of historical dagardingnachine failure

rates, outputs, productivity, downtimes, repair times, worker breaks, shift timas, etc.
used.The model was run for a period of 12 months and results were obtained on the
productivityand output for each machines for two scenarios, with and without a planned

preventive maintenance schedule.

It was later proved using statistical analysis that machine output increases with preventive
maintenancén place compared to no planned maintenafiso the machine failure
rates and the repair times wenemachines. This led to increased output and higher

productivity for the entire department. (9)

13
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1 Other areas of simulation application

Inventory management along the entire supply chain with inegtory cost
determination and minimization, customer service levels through call center simulation,

human resource application through employee recruiting and training, etc

6.0 Limitation of Simulation

1 Simulation can be time consuming to model corspi&®m and requirdérained staff
which add to the cost of manufacturing
1 Might be expensive ®mall and Medium Enterprise (SMijtially and may require

awareness and change management

1 Result analysis requires statistical knowledge and mightdikiditicto interpret

7.0 Conclusion: Future of Simulation

In India, simulation has been accepted and used in most large manufacturing companies, namely,
Godrej, L& T, etc. It is, however, yet to be accegmedusednore extensively in small and

medium enterprises.By aggressive awareness and training sessions, companies can really
incorporate simulation in their decision making and increase their productivity manifold.
Simulation studies should be also be incorporated as course in engineering andntnanage

colleges

In coming years, trend will be, many SMEs incorporating simulation or hiring business

consulting firms for simulation analysis extensively.

14
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A Portfolio Optimisation Model in MS-Excel

Jamil Saudagai

Abstract

In a given set of assets (portfolio), investors are always grappling with gettinfyaimetbest possible
available pool of assets subject to the asset(s) meeting their risk appetite and meeting other co
liquidity needs, time horizon etc. Also, a portfolio manager might be interested in knowing the p
available for eleasl of risk or vice versa or he / she might want to for a given set of assets in a portfc
the most efficient combination of assets ?. This model seeks to answer these questions. Besit
expectation from all portfolio mdaoagees the investors risk and return objectives. The expectations

met only if the asset weights in the portfolio are an optimized combination.
This paper demonstrates the creation of an optimized portfolio by way of an MS Excel model.

Key Words.Portfolio, Portfolio Optimization, Modern Portfolio Theory

1.0 Introduction

Two key mvestmeniattributes among manyare return and risk. While investors have high
return- low risk expectations, in reality it is difficult to find such investmentsrefisos
within assets are not always perfectly positively correlated. Therefore, if investments are made in

assets which are not perfectly positively correlated, the risk is spread out.

This understanding is the central idea in Modern Portfolio Theoltywds developed in the
19506s by Prof. Harry Markowitz and publ i st
Journal of FinancéMarkowitz, 1952)

OTHE PROCESS OF SELECTING a portfolio may be divided intortvebirstesgage starts with
observation and experience andelwefs aiibut the future performances of availablkesendrities. The

stage starts with the relevant beliefs about futuaagerfdsmaticdse choice obportfolio.

To begin wi, investors and investment managers will analyse and research the future
performances and risk of the available securities. Of the available lot, investing in only one
security with the highest return carries a higher exposure to risk, becausesfnieatiraes

not meet the expected return the entire investment is at stake. Therefore, it is wiser to invest in

16
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securities which are not perfectly correlated to each other, because a downturn in one security
will not necessarily mean downturn in the otiraaisthus the risk is spread out. Furthermore,
inclusion of each of the securities to the portfolio will impact the behavior of the portfolio as a
whole because each security might correlate with other securities differently (ranging from

+1).

Thus if more than one security is included in the portfolio, correlation between the securities in
the portfolio becomes important. Also, since portfolio return is the weighted average return of
all the securities in the portfolio, one combination amongstatie possibilities will provide

with the most efficient (optimised) combination. The MS Excel model showcases the generation

of an optimized portfolio combination.

2.0 Obijectives

The objective of this paper is to demonstrate the technique of seleattgrit portfolio
from a given set of assets with varied returns and risks. This is demonstrated through creating an
MS Excel model.

3.0 Research Methodology

The research is based on understanding the conddptedn Portfolio Theory as well as its
applcation to real world investment environment wherein, investors are always looking for
maximum returns as per their risk appetite The tool generates combinations of asset weightages
using the concept of Cartesian product. The stock price data has bémadddviom Yahoo

Finance.

4.0 Scope and.imitations of the Study

T Equity stocks which are part of the O6NIF
risky assets.).

1 A portfolio (in the model) cannot include more than 10 securities. This, however, does
not mean that MS Excel cannot support more securities, the limit is meant to restrict the
processing time.

1 Though the portfolio construction process includes variables like time horizon, liquidity
needs etc. These variables have not been built into teke M@ model restricts itself

to only two attributes namely, risk and returns.

17
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1 Asset returns for each security is done using 5 year historical data (except for Coal India
where a 3 year time period is used). Forecasted data has not been used.

1 Price Datadr 01/04/2012 not available, hence data for 02/04/2012 used
Though there are various ratios available to find the optimized portfolio, this model uses
the Sharpe ratio to find out the most efficient portfolio because the Sharpe ratio makes
comparison bewen portfolios easier as it computes the return per unit of total risk.
All assumptions under the original theory (Modern Portfolio Theory) hold true.

1 Though, asset weight in a portfolio can range from 0 to 100 percent, for purposes of
demonstration, isiassumed that portfolio weight can either be a zero or multiples of 10

ranging between 10 and 100 percent.

5.0 Research Process

A step by step process to create a model in MS Excel is shown below:
Model Construction

There are 4 sheets in the file. Thesfit sheet (6Parameterd) i's u
should be included i n Risk RetynoRrafi®®)o | hiool.d sT hteh es erc
5 year CAGR) and the risk (a stCovarhad®)d Kelvd aat
the covariance for each sebad) t wes | paoft d B
combinations of the selected securities along with the portfolio return, portfolio risk and the

Sharpe ratio.

[ Fisk | Possible Combinations
TATAPOWER <) o.0568 0.34688 161051 Optimised Portfolio

Asset Return Risk Asset Weight

INDUSINDBK 0.66606 1.59927 ] TATAMOTORS 71.91% | 150.75% TATAPOWER

. . INDUSINDBK 66.61% | 159.93% INDUSINDBK
Valid Combinations
HCLTECH 0.63233 0.81113 HCLTECH 63.23% | 8L11% HCLTECH
1001 ASIANPAINT 60.46% | 59.71% ASIANPAINT
LUPIN 49.92% | 57.15% ACC

ASIANPAINT 0.60463 0.59713

ACC 0.19117 0.14846 . 5 Assets with lowest risk
Risk Free Rate .

Asset Return Risk

4.58%

1 COALINDIA -3.06%
9.00% 2 | poweroo | s
3 BPC Portfolio Return

NTPC 6 Portfolio Risk
ACC 19.12% | 14.85% Sharpe Ratio

Generate

Figurel-TheWt | N} YSGSND { KSSi
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Layout of the O6Parameterd sheet

Cells C2 to 124 contain a table where the assets to include in a portfolio can be selected. In this
region, only cells D5, D7, D9, D11, D13, D15, D17, D19, D21, D23 are editable and can be
selected. Column 0 F6 and Col umns O6HO display the ret

The O6Possible Combinations® basically is the
selected assets. Since every asset can have eleven possibilities (Oeanaf diftipin 10 to

100), possible combinations willbevih er e 6nd i s the count of se
there are 3 assets selected the possible combinations will be 11 X 11 X 11 = 1331 combinations.

Out of these combinations, most combamastiwould not be valid combinations. For three

assets, a combination of 100,100,100 would be invalid because each element in the combination
denotes the weightage of that asset in the portfolio and the sum of the asset weightage cannot be

more than i HOWCombVnati onsd represent the poc
which result in the sum total of assets being 100).

Risk FreeRale i s an editable field and the value ¢

calculate the Sharperdt@mr a portfoli o combination in the

The 6Top 5 Highest Returnsd tabl e BAssetss out
with lowestrisk | i st out the assets with the | owest

Clicking on the 0 Getingoutadmeidatiobsud the aata sheetlarid thent a r t
generating the portfolio return, portfolio risk and the Sharpe ratio for the combination. Finally,
the 00Optimised Portfoliod table Iists out t|
The ionmpsted Portfoliobd | ooks at the Sharpe r e
efficient (optimised) portfolio.

The Calculation Process

T Once the assets have been selected and t
process kicks in (dataiswt t en t o the O0Datad sheet).

1 Depending on the number of assets included in the portfolio, the number of columns
being used will change dynaityigas shown below in Figureg 26

SriNo TATAPOWER INDUSIMDBE HCLTECH ASIAMPAINT ACC Portfolic Return Portfolio Risk Sharpe Ratio
43 0 0 410 40 20 0.533015363 0.535889771 0.826691208
44 0 0 40 50 10 0.574360772  0.579084543 0.836424971
45 0 0 410 60 0 0.615706182 0.623513349 0.843135408
46 0 0 50 0 50 04117492 0.453243851 0.709881002

Figure2:¢ K S  UShdetli | Q
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T

6.0

Inthe abovee x ampl e, 5 securities have been usecq

first one being the serial number. The next column is the portfolio return column.

Portfolio Return is generated using the following formufaraww, * rp+ € »* raw
wherew.i s t he ass,ées Oaeée wsisghit  bw@h evea ghdt abdr
while 6rd is the respective return of the

The portfolio return column is followed by the portfolio risk column. Portfolio risk is

calculated using the followirgrhiula :

2 2
q o’pz\/n‘lcrl + W

Equationl: The Portfolio Risk Calculation for 2 assets

o, +2w,w,Cov ,,

[
[ Y

When the securities keep increasing, the portfolio risk will also include the standard
deviation of the new security multiplied by its weight in the poptiadists covariance

with every other security in the portfolio.

Finally, the Sharpe ratio is created for the portfolio combination in the next column.

< (Rp —_— Rf>
o SN

Equation2 : The Sharpe Ratio

i s OptinisguHorfdlicdd t abhe o n t he

updated with the most optimised portfolio (see figure 27 below).

Oncethepr oces s

Interpretation and Conclusion

Optimised Portfolio
Sr Asset Weight

The efficient frontier

7

° o g0t @t L
1|TATAPOWER 0 - ,w.:.:.. ,....‘" -
2|INDUSINDBK 0 I IR IR s W T

2 oot tnst, Wil o, Tu, o,

3|HCLTECH 10 AR '}g&.‘/‘ s T,

4 4 32, s,
4| ASIANPAINT 50 ¢ t;:. 2 r;j’-’:" i, e e

3 $ o
Ll 40 % ,‘.?. ."r}&’:‘:g .."o *e

L A0 k2
6 % ”.oﬂ.‘ J’.. N ‘.“’ %,

ot e o Ty

Z " '.“% $2.205, o0 %

’ >
8 ate Qo WL 2,

P R .:0: e, % e
2 S “"n et s
10 Yoi K, Mgl T e
*% - .
Portfolio Return  0.442014 i 2, T e
.

Portfolio Risk 0.400333 *e
Sharpe Ratio 0.879303 PortfolioRisk

Figure3: The optimized portfolio with the efficient frontier
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The above figur@-igure 27) has two parts. The right hand table and a scatter plot displaying the
possible combinations for assets included in the portfolio. The table displays the best possible
combination (optimised) given the selected assets in the portfolio. e pa# constructed

using 5 securities namely; TATA Power, Indusind Bank, HCL Technologies, Asian Paints and
ACC. The optimized portfolio will consist of investing 10% in HCL Technologies, 50% in Asian
Paints and another 40% in ACC. This combinatiorpmiide a return of 44.20 % with a
possible deviation (risk) of 40%. The Sharpe ratio (which is used to find out the most efficient /

optimized portfolio) is the highest for this combination at 0.879303 units.

The scatter chart plots the fiskurn possility for each portfolio combination. The portfolio
risk is plotted on the-#xis while the portfolio return is plotted on thexXs. For each level of
risk, one possibility (a blue box) would return the highest level of return. Combining all such
boxeswi | | create an Oefficient frontierdo. Al

be inefficient.

Thus, from the above, one can see that, given a set of securities with known return and risk, the
most efficient portfolio can be determingdchanging the asset weights and benefit from the

less than 1 correlation existing between assets. Also, it can see that investing in a single asset
might give a higher return but at the cost of a very higher risk exposure. Thus, spreading out the

risk byinvesting in more than more asset is always a better choice.

7.0 Significance

Given the risk and return, this model will help portfolio managers simulate risk and return
combinations and help them select optimized portf@dhosugh this model key quessdike

what is the best possible return for a given level of risk or which is the most efficient portfolio
given the selected assetsadgeanswered. The rigkreturn profile of each asset (security) is

used to answer these questions.
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A Descriptive Study of Organizational Commitment of Indian

Doctors with reference to Regional Imbalances

Mrinali Tikare v

Abstract

Despite the improving health status of the Indian population, healthcare infrastructure in India has
go towards achieving 100% quality, technology and superior healthcare delivery systems. To a
hospitals must have positwielgted and committed employees. Very few researches have foc
organizational commitment level and geographic location/region with variables like economic ste
cultural aspects. The present study has attempted to analyak camorigaezbtand geographic
location/region with reference to eight cities of India. The study uses stratification sampling metho
doctors from 32 hospitals have responded. This study uses the well known instrument of ACN sca
Allen and Meyer (1997).

The result showed that there is significant difference in the affective and normative commitment
working in hospitals across the eight cities of India. However, there is no significantedifference in
commitment level of doctors. The reasons have been discussed subsequently. This study sug
Managers should develop HR Policies in alignment to the socioeconomic environment of geograpt

the commitment level of @mployee

Key WordsDoctors, India, Organizational Commitment, Geographic Location, Socioeconomic and

1.0 Introduction

Indian healthcare delivery services will have steady growth (McKinsey Report: India Healthcare
2012) and forever high demand due tdicaktourism, enhanced health awareness, change in
disease profile, increased income of the society, availability of health insurance services, and
population growth. The expected growth in this sector will be 12% CAGR and the pressure will
be exerted meron private tertiary/specialist care hospitals. The report of Marketline (2012)
identified that private hospitals will offer stdtthe-art infrastructure, quality treatment from

highly qualified medical professionals and cost benefits.
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Though medicalesvices form part of the service industry, it is different from other service
industries in its dap-day working characteristics and by virtue of its nature of being highly
specialized services. Owing to its highly specialized nature, it has towithkdivirsity of

talents and expertise, and its challengesafic@tion and coperation of the professionals

who drive the hospital to work at its optimal efficiency. Extant literature observed that doctors
are operating under tremendous pressereeldponsibility for life & death, legal liabilities, 24x7
need driven services, managing stressful relatives, intangiblev&luative outcomes, shift
duties, adherence to SOPs, administrative protocols, skills in harelang n@chines &
equipments never ending physical efforts, and demanding work conditions including

susceptibility to infections with a range of communicable diseases.

The above pressure inadvertently percolates to noticeable dissatisfaction among doctors. There
are some prominergsues observed related with doctors like wage revision, challenging working
conditions, inadequate protection from infections, ill treatmenburdening etc. These issues
inevitably result in strikes, migrations of skilled personnel to greenes pastuahange of job

profile. All these afonmentioned issues in isolation or collectively lead to cases of medical
negligence (Times of India, 21st Sept.2013) on the part of doctors which in turn lead to payment
of exorbitant amount of compensation andssquently diminishes the brand image of the
hospitals (Times of India, Mumbai, 25th Oct.2013).

As a consequence, it can be asserted that the state of medical services as it exists in India
presents a picture in contrasts. On the one hand, it comssagcaosindustry witnessing great

growth and ever increasing demands, on the other hand it faces certain unique challenges
peculiar to healthcare -@sis issues of doctors, and thus it becomes imperative that hospital
organization should keep track dmgatisfaction, motivation and organizational commitment of

the doctors.

The study conducted in Turkey by Benligiray & Sonmez (2012) rightly pointed out that the
degree of organizational commitment of doctors and nurses are quite low. He justified his
findings by giving the following reaséns) inadequacy of doctors and nurses in terms of
quality and quantity, 2) high workload due to insufficient number of personnel, 3) long hours of
work, 4) regional imbalance and inability of the hospitals to metaigqualified personnel due

to various problems. They also noted that the majority of the doctors and nurses are individuals
who are 06insensitived to their organizati on:
the study of Kumar S. etal. (20d@ ser ved that the quality of ¢

associated with the commitment and enthusiasm of the clinical staff.
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Il n nutshell, in any healthcare organizati on
and accountability t@ands delivering health and achieving the supreme objective of saving or
curing patients. Therefore, doctors should have highest commitment level towards their
profession as well as organization. There has been substantial research conducted on
organizatioal commitment with reference to other industries and professions. However, very
few studies have identified the organizational commitment level among the Indian doctors which

is the actual requirement of the hospital management in particular and yha gecietal.

2.0 Literature Review

Definition of Organizational Commitment (OC)

Employee commitment towards an organizdtamnbeen defined in a variety of ways includ

ing (1) an attitude or an orientation that linksdietity of the person to the organization, (2) a
process by which the goals of the orgamizand those of the individual becomegooent, (3)

an involvement with a particulargamization, (4) the perceived rewards assoeited

continued partipation in an organizan, (5) the costs associated with leaving, and (6)
normative pressures to act in a way that roegémizational goals. Howevidre adopted
operational definition for this study is provided by Meyer and Allen (1991). Accotdsg to t
definition, organizational commitment is, 0a
relationship with the organization, and has implications for the decision to continue membership

in the organization. 6
Constructd Organizational Commitment

An employee's liking for an organizatien termed affective commitmedt includes
identificationwithand involvement in the ganization. Employees with a strong tffec
commitment continue in employment witle organization because thegntto do so.
Continuance commiteferd to an awareness of the costs assocwated leaving the
organization. Employe@ghose primary link to the organizatioased on continuance
commitment remaiwith their employer because tinegd to do Finallynormative commitment
reflects afeeling of obligation to continuemploynent. Employees with a high level of
normdive commitment feel that theyght tomainwith the organization (Meyer & Allen,
1997).
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Evolution of the concepts of Organizational Commitment

The following table represents the evolution of the concept of organizational commitment in

chronological order.

Time Name of the —
Erame Researcher(s) Fundamental Contributions
. . Two Formsd
1950 ?Lrgsnn,sirr?lthburg & 1] Commitment to the total organization
P 2]Commitment to the specific values of the organizatio
Four Formsd
1] Cosmopolitan Integration, 2] Organizational Introjec|
1960 | Gouldner 3] Crosssectional Membership, 4] PolitRatty
Responsibility
1960 | Becker Calculative Approa@nSidebet Theory
1969 | Ritzer and Trice Developed First Measure
Alutto, Hrebiniak, & | Added some methodological modifications and added
197273 . ; o
Alonso inducement to find out reasons to leav@tbanization.
1974 Porter and his Developed most visible measure of Affective Commitn
Associates 0 15 Items scale (Attitudinal Approach)
1982 | Mowday Conflrmed t hat Porteros
properties
1982 | Wiener Added thirddimension to OC as Normative Pressure
Proposed two dimensiodgonsidering sideet approach
1984 | Meyer and Allen and attitudinal approach. They termed as Affective
Commitment and Continuance Commitment.
198586 Reicher, Facedthedosi ¢ di fficulty of o
Chatman
1987 | McGee and Eord Fpund t_hat Continuance Commitment scale is a two
dimensional construct.
Discovered Three streathéffective, Continuance, and
1990 | Allen and Meyer Normative and defined as thoeenponents of OC and
created eight item scales.
199091 | Mathieu & Zajac, Made MetaAnalysis and studied OC in relation with
92 Cohen, Randall antecedents and work outcomes.
1997 | Meyer and Allen Accepted that OC is comprl_seq of Attitude and Behavig
andshortened the scale to six items.
2005 | Wasti Three components are seen as discernible forms.
2008 Krishnaveni R. and | Revalidation of the thre®@mponent conceptualization
Ramkumar N. model of Meyer and Allen (1997) in the Indian context

Table0O-1: Evolution of the Concept
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Benefits of Organizational Commitment

Extant |l iterature observed that advworkt ages
devotion with great enerdyetter work performanckeetter adaption with chandegh work
satisfactionhigh productivityemployee exhibit stabijigmployee accomplish organizational
goals accepts organizational demarask completign best quality productipnaddresses

service recovenparticipag in professional developmergduction in employee turnoyver
reduction in employee absentegiStaers, 1977; Porter et 4B74; Reiches, 19&%rkey &

Morrill, 1995; Paré et al., 20&1zioni, 1975; Mowdays al.,1974;Rod M. & Nicholas J.
A.,2010; Randall, 1987)

3.0 Studies related taGeographic Location

It is observed that very few studies are available on relationship of gelogatpin/region
and e mpiganigationa Gommitment level. However, thaskestregarding this topic

have dealt witternational geographic differences of culture as well ascarmmic aspects.

According to CoheA. (2003) organizational commitment seems to be cultural in nature. The
majority of research, as well as the conceptual frameworksasmitment, have developed
in North America where the employer, the organization, is the most important unit in the work

environment.

Gelade &obson (2006) compared the lesser economically developed countries and developing
countries with respect to mmitment level of employees towards organization. In countries
where incomes are low, unemployment is high, a small proportion of the population is
economically active, and employment fulfils basic survival and material needs, these employees
have to remaiwith their employers because employment opportunities are scarce and they have
little choice to do otherwise. While in highly economically developed countries, individuals have
greater freedom to choose the type of organization they work for and tifemggethey do

and, in this way, find congenial employment that fulfils their higher order needsdimese|f
perceived competence, and so forth. This leads to greater enjoyment of organizational
membership in richer countries and to stronger affeties between employees and

organizations.

Further, heexplained andtrivedto substantiate the relationship of secionomic aspects of
country and affective, continuance commitment. Those countries with high employment levels
and high rates of econmmactivity are associated with slightly elevated levafective

commitment. Possibly, employees in buoyant job markets are more able to find congenial
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employment and thus are able to achieve higher levels of job satisfaction, leading to the
developmet of affective bonds with their employing organization. He predicted that more
calculative forms of commitment (e.g., continuance commitment) would be observed in less
economically developed nations, where employees have limited choice in the joia merket a

be forced to accept unfulfilling work.

According to Glazer et a2004)organizational commitment has been shown to take on

di fferent meanings to people from different
culturally influenced. Hoft e deds (2001) theory of national
called power distance, individualism, uncertainty avoidance, and malscuhditydualistic
societies, oOthe ties bet ween i ndividonal s a
themselves and their immediate families; conversely, in collectivist societies, people are
Oi ntegrated i n-groupsswhichgrotgct thenhineeanigesfer unquestioning

| oyal ty 6(2001H anticgppadethdtean individual in colledst societies expresses a
stronger degree of identification (affective commitment) with their organizations than those in
individualistic societies. The research work of commitment conducted by Péagjambus

(2013) confirmed that organizational comnaim is a more powerful predictor of job
performance in nations scoring high on collectivism. In contrast, the results of the study
conducted by Hattrugt al. (2008) suggested that despite some -matismal variation,
differences in commitment acrossamatl boundaries are small and empirically unrelated to
Individualistic /Collectivism.

However, Lincoln and Kallebdd®90) theorized that differences in organizational commitment

of Japanese and American workers are due to differences in orgarsphammbmads and
strategies of Japanese and American firms rather than cultural differences in attitudes toward
work.

Glazeret al.(2008) added one more paramietehe organizational commitment aomuntry.

He suggested that t he number of years afte
attachment to his/her organization. Immigrant status and years living in host country are
important factors to consider when assessing organizational commitrmesziallyesp

multicultural organizations composed of immigrant workers.

R.K. Srivastavé2010) observed that in an Indian city with a population of less than 80,000,

there is a stronger collectivistic orientation.
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The above discussiahrows light upon oneimportant dimension of the organizational
commitment and geographic location/region. Economic Status, Income, Employment
Opportunities, Social & Cultural Aspects, Organizational Structure & Strategies and Immigration
Statusare the variables which affecjanizational commitment with reference to geographic
location/region. All these studies have been conducted on international level but no study has
been attempted on diversities of Indian states and the organizational commitment level of
employees. Sobraises the questiol,Do di f f e r e nave differethti oagamizatianal i e s

commitment levsl ? foyes) why?

4.0 Hypotheses of the Study
In the view of above literatuaad questigrthe followingNull hypothess can be proposed:

1 There is no signifant difference in the meaiffective commitment level score of
doctors with reference to Indian cities.

1 There is no significant difference in the noeeminuance commitment level score of
doctors with reference to Indian cities.

1 There is no significanifigrence in the meamormative commitment level score of
doctors with reference to Indian cities.
1 There is no significant difference in the metah organizational commitmentlevel

score of doctors with reference to Indian cities.

To date, nan-depth esearch has been conducted on Indian hospitatrindith reference to
doctors Not a single study is available on diversities of geofegpbinallocation {four zones

with eight citiesand organizational commitment.

5.0 Objectives of the Study
The mper hadreemain objectives, such as:

91 To find out the organizational commitment levelootors working ihospitals located
in different cities of India.

1 To identify the difference in the mean organizational commitment level score with
reference to ght cities of India.

1 To makesuggestion® hospitals to build a committed workforce
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6.0 Research Process

This descriptive study is undertaken by adopting the following process

Epistemology ggg%rggg\?é Methodology Methods Analysis
A Sampling

Objectivism | Positivism | Survey Research | A Questionnaire Statistical analysi
A Observation

Table0-2 : Research Process

7.0 Sample Design

The universe for the study waslatitors working ieither Trust Hospitals or Private Hospitals

across$ndia. Thanclusion criterion was

1 DoctoroAsperMedicalounci | of I ndia conferred the
Type of Sampling andTechniques Used In Sampling

On the basis of geographical arbabBa issegmentedhto four Zones namely East, West,
North and South by usirsratification sampling technig&erther, from each Zone, two cities
were selected consistingsof tierl citiesand two tiefll cities by usingtratified sampling
There are approximately 12,126 private/ (trust) hospitals in@Qygjaus Business Consuléng
Research201(Q. The list ofHospitat was obtained from Internet related to selected cities.
Those hospitalwith more than 50 bedapacity were contacted but only 32 hospéatsitted

the researchéo collectdata. Thus, selection of hospital was basdmoportionate stratified
sampling methodn these selected hospitalsdhta has been collected from Doctors by using
gratified random techniquédue to privacy policy in vogue with the hospitals, name of the
hospitals weneot mentioned

Data Collection

The researcher trdleel across the eight citids hospitals are easily accessible, the need for
prior appointment didat arise. The researciwigited the hospitals and approackidtterthe

HR Manager othe Medical Director or CEO and communicated the purpose of research. In
the chosenreight citiesthe researcheapproachedanore than 60 hospitals. Out of 60, only 32
hospitalspermitted the researchir conduct the study in their hospitals. total of 400
instruments were distributed amongdbetors After the completion of the survey, oh®9
doctorsfurnished their sponses, out of which only i8truments werincluded in this study

Asa result, the response rates3
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8.0 Description of Tools

It was decided to use a structusadseyschedule because the information that needed to be
obtained fromdoctors belongs to 32 different hospitals. The structured schedule ensures
uniformity and accuracy while administering the schedulsurVbegschedule has two parts.

The first part covers demographic proifiée Zone, City, Name of Hospital, Department,
Qualifcation, Total Professional Experience, Age, M&dals and Monthi\salary. The
second part focusemn commitment variables which comgried affective commitment,

continuance commitment, normative commitment. The schedule includesdeddsgeems.
Selection of Tool: Organizational Commitment

A systematic study on the development and consequences of commitment cannot begin until the
construct is defined and appropriate measures are developed. Different scholars have
conceptualized the OC constrddferentlyand developed their measures accordi@gly
threemeasures that were considered stamégetitively used earlier and previously tedted

Al |l ends Sgelécod Gf) sca

of these three measures researcher has sklegtsd n d

Tool with appropriate rationale is presented as fellows

Selected
,\‘T’(; (l\SAteaisdue:erS) Devg)l/oped Dimensions | / Not Rationale
Selected
o Loyalty, Value,
grganl_zatlon Porter et | Goal Quite old
ommitment Not T

1 Questionnaire al. congruency, selected B_ased on attitudinal

(OCQ) (1974) | Willingnessfor dimension
Extraeffort
British L.

5 Organization COV?II;I?nd :gsglt\';écrﬁgﬂ?’ Not Primarily developed for tt
Commitment (1980) | Loyalt ' | selected| UK bluecollar workers
Scale (BOCS) yaity

1.Widely used in research
2.Revalidated b
Three M%Ieernand Affective, Krishnaveni R. &

3 | dimensional sc; (1991 Continuance, | Selected Ramkumar N. (2008) a

(ACS, CCS, NC| 1997)’ Normative recommended suitable f
future research in Indig
context.

Researcher wanted to use latest scale whittaide to Indian context to shapahgresearch

with finesseExploration of extant literature revealed khaty er a nd (AON)isethed s

Table0-3 : Selection of Tool, its Dimensions with Appropriate Rationale

most widely used scalPbufham et al.,1994; and McGee and Ford, )98Moreover,

Krishnaveni R. and Ramkumdr (2008)studied the revalidation of the thoeenponent

1 Dunham et al., 1994; and McGee and Ford, 1987
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conceptualization model of Meyer and Allen (1997) in the cohtexiia and recommended

that the scale muitable for future research. Therefore, the researcher has used readymade tool
developed by Allen and Meyer (1997) asriibagured the desiredighbles, happens to be the

most recenaind was also found to be suitabléne Indian context. There area total of 18

items in the scaté whichfour arereverse edged iterifiswasmodifiedto the Indian context

as reommended bilrishnaveni R& Rankumar N. (2008).

Reliability of the Tool

A reliability analysis was carried out on the data obtained on each dimensions of the
organizational commitment scale. The test details are depicted below:

Variables Cronbach Cronbach Alpha of
N =138 Alpha earlier studies- Range
Affective Commitment (6 Items) 0.889 0.77 t0 0.88
Continuance Commitment (6 Items) 0.775 0.65to 0.86
Normative Commitment (6 Items) 0.711 0.691t0 0.84

Table0-4 : Reliability ofInstrument (ACN)

Validity of the tool

After assessing threliability of ACN measure, factor analysis was conducted. After factor
analysis, it was whittled down to 18 items under 3 components, namely, Affective, Continuance,

and Normative Commitme(aCN). The following table indicates the resultacibranalysi

Table No5:Validity of Instrument Factor Analysis

KMO Measure
variables 0 of Sampling No. New -(I)-P ) F;gttgrl Eigen ;r/gtr?;nce New Factors
N=138 Adequacy Withh Components Loading Values Explained
P Value
Affective _
Commitment 0.882 1 4822 | 3.886| 64.758 | Affective
P =0.000 Commitment
(6 ltems)
Continuance :
Commitment 0.781 1 4120 | 2.864| 47.735 | Continuance
P =0.000 Commitment
(6 Items)
Normative _
Commitment 0.753 1 3.801 | 2.634| 43.896 | Normative
P=0.00 Commitment
(6 ltems)

Table0-5: Validity of Instrument- Factor Analysis

Extraction Method: Principal Component Analysis.

2 Allen & Mayer (1990a); Cohen A. (1996, 99); Cohen and Kirchmeyer (1995); Hackett et al. (199%4)leMeyer &
(1997); Meyer, Irving & Allen (1998); Somers & Birnbaum (1998).
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Based on the generally accepted rules of selecting solatitin with Eigen values greater than
1 and incremental variance, a three factor solution was aceEatigithe researcher has used

the scale of Allen & Meyer (1997) without making any modifications.
Scoring Method

Respondertwereasked to reply to each item using apforet Likert scale format: Strongly
agree; agreeeutral; disagree and strongly disagiedt applies to his or herganizational
commitment level. Higher scermdicated higher level of commitment and loweres

indicates otherwise.
Interpreting the Score

The following ranges for the sets of scores provide a quiekrinppr et at i on of t he

scores.
Variables No. . of | Rating Range | Interpretation For Measurement
Questions | Scale
Affective 6.00 to 14.00 Lower Level of Commitment
Continuance 6E N 1t05 |6t030 |14.01to 23.00 '\C"Oder‘f"te Level g
Normative (Each) _ommltment .
23.01 to 30.00 | High Level of Commitment
18.00to 42.00| Lower Level oEommitment
Total Moderate Level a
gcr)?slrr:]ﬁs;[gonr:al 18 1to5 18t0 90 | 42.01 to 66.00 Commitment
66.01 to 90.00 | High Level of Commitment

Table0-6 : Range and Interpretation of Measurements

9.0 Statistical Techniques

Several statistical techniques are used in this studyrégistiaprofiles ofdoctorsareshown
in a tabular form. Secondly, descriptive techniques are computedlyretl. Thirdly, Oweay
Analysis of Variance (ANOVA) is used to examine theediffes between more than two

independent samples for testing the hypothesis.
Results

The data collected from different sources have been organized in order to bring out effective
findings and conclusions. Part | of the results represents the Sample Distribution (Demographic
Profile) in Tabular Form. Pdrtshows the Decriptive Analysisf &ariablesPartlll explains

the Testing of Hypotheses by analysing-®agANOVA.

By usingDescriptive analysis and Gmay ANOVA of the sample data, observations were
made and determined tiegentionor rejection of thearious hypotheses and finglgsented

in Analysis, Findings @&onclusion and Discussion.
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Part |
Demographical Profile (Sample Distribution)

TableNo. 23 showssample distributioandin the survey20.36 doctorsare representing the
DelhiCity and only 3% doctorsare fromBangalore

<
Ve = i

5 g i E 8 &

5o _ S g g 5 g 8 g | _

55 = 3 X S S 2 £ = 5

O = [) o (=) o > © < =) o)

X o ) (@) X [aa) T m < = =

N 28 20 18 17 10 7 19 19 138
p In 20.3%| 14.5% 13% 12.3% 7.2% 5.1% 13.8% | 13.8%| 100

ercentag

TableO-7 : Sample Distribution

The majority of the respondents under studg tha experience of below 5 yedts/¢o). The
more respondents during the study were between age#ojedrs. It shows that the ratio of
young generatiodoctorsduring the studyperiod was high (&%) as compared to others.
There are morenarried employees (8%) compared to unmarried ones @8@%% arenale
respondents. The study showed that most of the numbers of resp@W@entsefe taking
monthlysalary between Rs.500Q@000.

Part Il
Descriptive Analyses

Descriptive analysis of the commitment level of doctors has been worked out and detailed
below. The computation of Mean and Standard Deviation is obtained by using SPSS. Following
Table shows division of commitmemelein three parameters i.e. High Level, Moderate Level

and Low Level.

Sr " . TOt.aI .
No. Cities Variables Mean SD Commitment Interpretation
) Mean Score
Affective 25.28 | 2.270
1 Kolkata Continuance | 17.89 | 4.351 63.88 g"Oderite "et"e' g
Normative 20.72 | 2.562 ommitmen
Affective 25,59 | 2.123 High Level of
2 Bhubaeshwar| Continuance | 19.82 | 4.747 69.41 Cogmmitment
Normative 24.00 | 4.062
. Affective 24.75 | 3.524
3 Delhi Continuance | 18.39 | 3.871 64.57 '\C"Or?]?;?ttrf] "net"e' 9
Normative 21.43 | 3.271 0 €
4 Chandigarh Affective 23.45 | 4.850 63.60 Moderate Level g
Continuance | 18.50 | 2.800 ’ Commitment
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Normative 21.65 | 3.422
Bangalore Affeqtlve 25.29 | 3.546 High Level of
5 Continuance | 20.57 | 7.208 68.14 Commitment
Normative 22.29 | 5.155
Affective 22.10 | 4.358
g | Hvderabad  E o ance | 19.70 | 3.561 63.70 g"gg}ifﬁﬁ;ni"e'o
Normative 21.90 | 2.514
Affective 25,53 | 3.454 .
7 Ahmedabad =5 e ance | 21.32 | 4.321 69.84 gggmitﬁgﬁ{ of
Normative 23.00 | 3.559
. Affective 20.89 | 4.932
8 Mumbali Continuance | 18.79 | 4.779 60.15 ggr?ﬁrr]?tﬁeﬁvel g
Normative 20.47 | 2.653
Affective 24.14 | 4.014 | High Level of Affective Commitmer
Total Continuance | 19.18 | 4.338 | Moderate Level of Continuance
9 (All Doctors of Commitment
India) Normative 21.85 | 3.447 | Moderate Level of Normati
Commitment

Note: Total organizational Commitmedtaddiidesof mean score of affective, continuance and normas

commitment.

Table0-8 : Commitment Level and Cities

The following observations are made from above table-No. 8

1 Thehighrerlevel of mean affective commitmbas been shown by doctorssifcities

The othertwo cities i.e. Hyderad and Mumbai showed modeeatevel of affective

commitment of doctors.

1 Doctors of & eight cities of India revedimoderate level of continuance commitment

ranging from mean scorg.q0 to 21.32

1 Themoderate level mormativecommitmenthas been showsy doctors ofeven cities

of India. HowevemBhubaneswanity showedhigherlevel ofnormativecommitment.

1 Only three citied BhubaneswaBangalorend Ahmedabashowed the higdrlevel of

Total organizationalommitment.
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One Way- ANOVA

Thet echni gque used for testing the hypothesis
examines the mean differences between more than two independent samples. All relevant values
had been computed from SPSS package and F value and p (Sig.) valaestadeimprine

tabular form.

Variable F Value Sig. Significance
Affective Commitment 3.696 0.001 Significant Difference
Continuance Commitment 1.306 0.252 No Significant Difference
Normative Commitment 2.162 0.042 Significant Difference
TotalOrganizational Commitment 2.492 0.020 Significant Difference

Table0-9: F value from ANOVA Table and its significance

Analysis

The ANOVA table showed that the diffezenis significant for affectivand nornative
commitment as F value3$96 and 2.162 respectivéty less than 0.05 p valudewever, the
difference is not significant for mean continuance commitment as F value is 1.306 with p value
more than 0.05.

There is significant difference for mesaltorganizational commitment as F value is 2.492 with
p value less than 0.05.

Findings and Conclusion

1 It is observed that there is significant difference in the mean affective commitment of
doctors across the eight cities of India. Hence, the Null Hypothesis is rejected with
reference to City. It may be concluded that an affective commitment levelrsfisiocto
not similar across the eight cities of India.

1 There is no significant difference in the mean continuance commitment of doctors
across the eight cities of India. Hence, the Null Hypothesis is retained with reference to
City. It may be concluded tltantinuance commitment level of doctors is similar across
the eight cities of India.

1 There is significant difference in the mean normative commitment of doctors across the
eight cities of India. Hence, the Null Hypothesis is rejected with refereitgelton@y
be concluded that normative commitment level of doctors is not similar across the eight

cities of India.
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1 There is significant difference in the mean total organizational commitment of doctors
across the eight cities of India. Hence, theHNybthesis is rejected with reference to
City. It may be concluded that total organizational commitment level of doctors is not

similar across the eight cities of India.

10.0 Discussion

The commitment level of doctors is analyzed all the eight citidmoft is found thathere is
significant difference in tlafectiveand normative commitment leveldafctors working in
hospitals across the eight cities of Inbee aties like Hyderabacand Mumbai significantly

differ from other cities in affeeticommitment. The city- Bhubaneswas significantly differs

from other seven cities for higher level of normative commitment of doctors. The doctors from
all cities have shown similar levet@itinuanceommitmenttowards working organizations

(hospitals).
The following may be the reasens

1 To become a doctor, an individual has to put in years of dedication, display superlative
sincerity to pursue and achieve that elusive single goal right from higher secondary
schooling level onwards. Apart from that he should have basic interest, inclination and
acumen in the subject plus a very strong will power to become a doctor. The medical
education of 5 to 7 years and then post education internship areXpesiknce
throudh clinical practice to achieve efficiency in the medical-cattbese together
make an individual doctor committed towards rendering quality healthcare. This may be
the reason for higher level of affective commitment amongst doctors across different
cities (The HinduChennai, 2nd July 2010).

1 Mumbai is the financial capital of India and geographically it is a natural port for
exporting goods. It creates more business houses and more job opportunities
Hindustan TimesDelhi, 13th Jan. 2013). It maysgible that doctors from Mumbai
easily can switch over their job to other lucrative industries. In addition, the cost of living
and standard of living in Mumbai is comparatively higher than the other cities of India.

This may be the reason for moderatel lefvaffective commitment of doctors.

T Mumbai city has culture of o6l ndividuali st
t hat empl oyees from the cul ture of 61 n
identification (affective commitment) with theiraargations. It may be the reason for

lower (moderate) level of affective commitment of doctors compare to other cities.
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T Hyderabad city is embedded o&culture of n
many to decide to migrate (Syed Ali, 2007). "ysbhmtrue for doctors which results
into moderate level of affective commitment.

91 Doctors are more ambitious, highly educated and oriented people with a perpetual
inclination towards advancement of career. This would be the reason for lower level of

contiruance commitment of doctors towards hospital organization.

1 In abroad, there is high demand for Indian doctors and surgeons, and they get
continuously offered higher salary packages commensurate with their expertise and
experience. This may be the reasomfderate level of normative commitment (The
Economic Time# 13th May 2004; 20th Nov. 2014)

The findings given by GeladeD&bson (2006)elated taeconomialevelopment of region and
commitment level cémployees towards organization, must be analysegdrdied on within
states or within cities (intgty) of India with empirical support. Moreover, further study is
required on Glazer et #2004)findings related torganizational commitmennd different
culturesspecifically on multi states of badin addition, more work is required on organizational
commitmentand differences in organizational structures and strateigoedn & Kalleberg
(1990)

11.0 Implication of the study

The present studiarows light uporthe regional locationf the doctas (working in hospitals)
andthar level of commitment. Wwasobserved that in most of thespitalsthe Headof HR

does not conside the demographic characteristics refjion in the process of policy
formulations. Extensive research has proved thatpéliRies are directly linked with
commitmentlevel of the employedg®Vatson Wyatt, 1999All HR functions are always
psychologically closely associated with empl@yextsrs)throughout their job tenure. Apart
from vision, mission, goals, environmemadyism, strategies, structure and designs, the HR
Head should always take into consideratioreghenabhspects to build a committed workforce

in the hospital organization.

The study is |Iimited to doctor s eightotesof wor ki
India. The study has not considered the organizational culture (hospital) and its impact on
commitment level of doctors. The focus of the study is only on the variables of organizational
commitment; other foci of commitment dreyond thescope of studyThe study has not
thrownlight onlack of commitment which could lead to médicars and medical negligence,
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however, lot of intedisciplinaryesearch is required to predict the relationship among imedico
legal and psychological arekmally, the study was restricted to thdmsetorswho were in

service and present on particular day. In light of objectives of this study, the issues raised above
were beyond the preview of the present effort. However, in view of improving the commitment

level of employees these limitations may be considered for future research.

References
Journal Articles

1 Allen, N. J. & Meyer, J. P. (1990a). The Measurement and Antecedents of Affective,
Continuance and Normative Commitment to the Organizabomnal @ccupational
Psychology(1$3t18.

1 Allen, N. J. & Meyer, J. P. (1990b). Organizational Socialization Tactics: A Longitudinal
Analysis Of Links To Newcomers' Commitment And Role Orient#&aademy Of
Management Journdl), B31858.

1 Alutto, J. A.Hrebiniak, L. G., & Alonso, R. C. (1973). On operationalizing the concept of
commitmentSocial Fordgk, 448154.

1 Becker, H. S. (1960). Notes on the concept of commitknestican Journal of So6éiéjogy,
3240.

1 Benligiray, S. &onmez H. (2012), Analysis of organizational commitment ardd work
family conflict in view of doctors and nur§dw International Journal of Human Resource
Manageme2i3, 18, 3893905.

1 Chen, J., Harrison Hong, & Stein J.C.(2002). Breadth of ownedsktpchnreturns.
Journal of Financial Ecorgsnld@205.

1 Chen, X. Z., & Francesco, A. M. (2000). Employee demography, organizational
commiment, and turnover intentions in China: Do cultural differences nittegn
Reléions53, 869887.

1 Clark, L A. & Watson D. (1995). Constructing Validity: Basic Issues in Objective Scale.
American Psychological AssocitRIB319.

1 Cohen, A. & Gattiker, U.E. (1992). An empirical assessment of organizational
commitment: Using the stlet theory approacRelations Industriéies139461.

1 Cohen,A. & Kirchmeyer,C. (1995).A multidimensionabpproachto the relation
betweenorganizationatcommitmentand nornrwork participation,Journabf Vocational
Behaviqui6,189202.

39



Management Vision

1 Cohen, A. (1991). Career stage as a moderator of the relationship between organisational
commitment and is outcome: A matalysislournal of Occupational Ps@®)ogy3d
268.

1 Cohen, A. (1993bAge and tenure in relation to organizational conemitrdA Meta
AnalysisBasic and applied social psi4(®)lbg$159.

1 Cohen, A. (1995). Some antecedents of employee commitment and their influence on job
performance: A muitoci study.South African Journal of Business Ma2@dgndkdht
135.

1 Cohen, A., & Lowenberg, G. (1990). Aexamination of the sibet theory as applied
to organizational commitment: A matalysidduman Relations,148,51050.

1 Cook, J.,, & Wall, T. (1980). New work attitude measures of trust, organizational
commitment ad personal need ndulfilment.Journal of Occupational Ps3)B663.

1 Dunham, R., Grube, J., & Castaneda, M.(1994). Organizational commitment: the utility
of an integrative definitiodournal of Applied Psycii6lagy37380.

1 Farjad, H. &arnous, S. (2013). Study of relationship of quality of work life (QWL) and
organizational commitment, interdisciplinary journal of contemporary research in
businesdnterdisciplinary journal of contemporary researéhdn business

1 Gelade, G. A., »obson P. (2006National differences in organizational commitment
effect of economy, product of personality, or consequence of cidwmed @ross
culturdPsychology, 5, 54556.doi: 10.1177/0022022106290477

1 Glazer, S., Daniel, S.C. Short, K.M. (2004). A study of the relationship between
organizational commitment and human values in four couHtrrean Relatipb3,3,

32345.

1 Gouldner, A. W. (1958). Cosmopolitans and locals: Toward an analysis of latent social
idertity. Adminisaitive Science QuaBieti4480.

1 Hackett, R. D., Bycio, P., & Hausdorf, P. A. (1994). Further assessments of Meyer and
Al | end s -€oinSoAeht)modeltofr oeganizational commitmémirnal of Applied
Psycholpg9 (1), 1&23.

1 Hattrup, H. & Muelle K. & Aguirre, P (2008). An evaluation of the amatisnal
generalizability of OQournal of occupational and organisational research; Sggactical guide
London.

40



Management Vision

1 Krishnaveni, R. & Ramkumar, N. (2008). Revalidation process for established
instrtme nt s : A case of Meyer and AIldFeRInds or
Journal of Organizational Beh&i@t7.

1 Kumar S., Yadav M. P., & Chowdhary N. (20Q@€janizing human resource
management function in small hospiRsnjand.3, 2.

1 Larkey L., & Morrill, C. (1995). Organizational commitment as symbolic process.
Western Journal of Commu®igaii®8212.

1 Lincoln, J. R., & Kalleberg, A. L. (1985). Work organization and workforce
commitment: A study of plants and employees in thed 8tages and Japan. American
Sociological Review, 50, -213.

1 Mathieu, J. E., & Zajac, D. M. (1990). A review andamelgsis of the antecedents,
corrdates and consequences of organizational commitdsgohological Bulletin, 108,
172194,

1 McGee, GW., Ford, R. C. (1987). Two (or more) dimensions of organizational commit
ment: Reexamination of the affective and continuance commitment 3uataal éip-
pliedPsycholof, 638642.

1 Meyer, J. P. & Allen, N. J. (1984). Testing the side bettheggnizational commitment:

Some methodological consideratidogtnal of Applied Psycb®)@3z378.

1 Meyer, J. P. & Smith, C.A. (2000) HRM Practices and Organizational Commitment: Test
of a Mediation ModeCanadian Journal of Administratoe=$8idi®-33.

1 Meyer, J. P., & Herscovitch, L. (2001). Commitment in the workplace: Toward a general
modelHuman Resource ManagemeritlRBOBRE.

1 Meyer, J. P.,, & Allen, N. J. (1991). A tboseponent conceptualization of
organizationalommitmentHumarResource ManagementlR@i9v,

1 Meyer, J. P., Allen, N. J., & Smith, C. A. (1993). Commitment to organizations and occupa
tions: Extension and test of a thteenponent conceptualizatidournal of Applieditirdggy,

78, 53&%51.

1 Meyer, P. Allen, N. J., & Gellatly, I. R. (1990). Affective and continuance commitment to
the organization: Evaluation of measures and analysis of concurrentlagddaneia
tions.Journal AppliedPsycholody,710720.

1 Mowday, R. T, SteeR. M., & Porter, L. M. (1979). The measurement of organizational
commitmentJournal of Vocational Beha\2@#4 241/ .

41



Management Vision

1 O'Reilly, C. A. & Chatman, J. (1986). Organizational commitment and psychelogical at
tachment: The effects of compliance, idenitdficand internalization on psocial be
havior.Journal of Applied Psycrbld@99.

1 Pare, G., Tremblay, M. Kalonde, P. (2001). The role of organizational commitment
and citizenship behaviors in understanding relations between human resources practices
and turnover intentions of IT personi8dientific Sei2zds CIRANO, Montreal, Canada.

1 Porter, L. W., SteerR. M., Mowday, R. T., & Boulian, P. V. (1974). Organizational
commiment, job satisfaction and turnover among psychiatric techdmignalf Applied
Psgholody9, 603 609.

1 Randall, D. M. (1987). Commitment and the organization: The organization man revisited.
Academy of Management Revié@ 71.

1 Randall, D. M. (1990). The consequences of organizational commitment. methodological
investigationlournal of Organizatiatelviatl, 361378.

1 Randall, D. M. (1993). Crassdtural research on organizational commitment: A review
and application of Hofstede's value survey mddulenalf Business Researgi126,

1 Reichers, A. E. (1985). A review antbreeptualizeon of organizational commitment.
Academy of Management e Vi6&l 76.

1 Reichers, A. E. (1986). Conflict and organizational commimenal of Applied Psgghol
71, 508614.

T Ritzer, G. & Trice, H. M. (196 %)SidBeAn e mp
TheorySocial Forc€s, 475179.

1 Rod, M. & Nicholas, J. A. (2010). Management commitment to service quality and
service recovery performance: A study of frontline employees in public and private
hospitals. Internationdburnal Bharmaceutical and Healthcare Marke8dD3.

1 Somers, M.J., & Birnbaum, D. (1998). Weldted commitment and job performance:
|l tds al so the nat urleurnalfof Opganizdtional Beifviégd t h at
634.

1 Srivastava, R.K. (20). Effect of cross culture on ethical behaviour of Y geneéydsion
it changing?2nt. J. Indian Culture and Business MaNayenétd. 3.

1 Steers, R. M. (1975). Problems in the measurement of organizational effectiveness.
Administrative Scienade@y?0, 54@ 558.

1 Steers, R. M. (1977). Antecedents and outcomes of organizational commitment.
Administtave Scielqaarterly, 22, 456.

42



Management Vision

T

Books

T

Steers, R. M., & Rhodes, S. R. (1978). Major influences on employee absenteeism: A
process modelournal 8pplied Psychology, 891407.

Syed Ali (20070 We st Young Manbd: The Culture o
Hyderabad, Indidournal of Ethnic and Migration33utlj&558.

Wasti, S.A. (2005). Commitment profiles: Combinations of orgaalzedimmitment

forms and job outcome¥ournal of Vocational Beléavia®B08.

Wiener, Y. (1982). Commitment in organizations: A Normative MiewAcademy of
Management ReViedl 8128.

Clark, L.A. & Watson, D. (1996pnstructing Validsic issues in objective scale development.
Psychological Assesgni@nt30319.

Cohen, A. (2003Multiple commitments in the workplace: An integrative apgkdach. Mahwah,
Lawrence Erlbaum.

Etzioni, A., (1975A comparative evaluation of oggapization: On power, involvement and
their correlatdsw Jersey: Free Press.

Fields, Dail L. (200Z)aking the measure of work: A guide to validated scales for organizati
research and diagpagesPublication, Inc.

Hofstede, G. H. (Eds). @D).Cul t ur eds consequences: Comp
and organizations across Hadiesasnd Oaks, CA: Sage.

Lincoln, J.R. & Kalleberg, A.L. (199Wlture, control and commitment. A study of work
organization and work attitudes ldnited States and .JBjgan York: Cambridge

University Press.

March, J. & Simon, H. (1958)ganizatioidew York: Wiley.

Meyer, J. P. & Allen, N. J. (19CZpmmitment in the Workplace: Theory, Research and
Applicatiohousand Oaks,AC Sage Pulsktions.

Mowday, R., Porter, L. & Steers, R. (1#88jployee organization Linkages: The Psychology of
Commitment, Absenteeism, and Nemo(@nk: Academic Press.

Porter, L. W., & Smith, F. J. (1970)e etiology of organizational cotdnptrbésited

manuscript, University of California, Irvine.

Simon, Herbert A. et al. (1952)blic Administratidaw York: Knopf.

Watson Wyatt (1999Nork USA 2000: Employee Commitment and the Wddtsonline.

Wyatt, Bethesda, MD.

43



Management Vision

Reports

1 Directory of Hospitals in India  (Adhoc) 1988. Retrieved from
http://cbhidghs.nic.in/index2.asp?slid=878&sublinkid=912

1 MarketLine (2012). PESTLE Country Analysisdepth PESTLE Isights: India
(Report-ML00002040).
Mckinsey Report (Dec.2012). India Healthcare.
Ministry of Health and Family Welfare (2011). Annual report to the people on health.

Government of India.
1 Mumbai Human Development Report (2009). Oxford University Pegs&)éihi
1 World Cities Culture Report (2013). Greater London Authority.

Dissertation

1 Karollil, M. (2011)Youth, choice and wélking: dialectics of culture and society
Doctoral dssertation, University: Tata Institute of Social Sciences.

v Associate Profess8IGNVS Institute of Management, mrinalit@yahoo.com

44


http://cbhidghs.nic.in/index2.asp?slid=878&sublinkid=912
http://shodhganga.inflibnet.ac.in/jspui/handle/10603/2715

Management Vision

Suggestions for Green Maneuvering in the

Indian Hospitality Industry

Dr. Papiya Dely
Dr. M.N. Welling Vi

Abstract

A study of the resource management practices atiopgésivimsnchadlucted which revealed that eco
awareness is still a new concept in Indian Hospitality Industry. With increasing public awe
environmental issues in other sectors, it is likely that environmental credentialslthgiagitality indust
part in customer reliability. The customer 0 s
industry. In the case of a product, this perception relies principally on its own attributes, which are
tangible antkasurable. However, in a service sector it is not so. Due to its intangible nature, custo
tendency to use aspects related to the service. Working on the green initiatives@etpted by Ecc
which are part of premier chain af hts#elspinion of-gresstsengireqrsrts, an attempt is made in

the paper to suggest means of scaling up in future.

Key Words.Green initiatives, sustainability, environmental management, hospitality industry, resour

1.0 Introduction

If environmental friendly process (service) and products meet consumer needs, they of course
would have an advantage over theaumiriendly competitors. In accredited hotels like Ecotels,

as well as hotels, which are part of premium groupsictactes are followed. But
harmonization of these activities in all categories of hotels, providing a common yardstick to
evaluate, is of utmost importance. The goal is to define a standard, verifiable criterion to meet
established environmental leadership no@ng; then, environmental concerns could be
translated into market benefit. Emtification systems are dynamic environmental programmes
and would evolve as properties unearth ways to conserve the environment and respond to
consumers. But all categonésotels are not eamertified. Regular hotels which are not eco
certified are not necessarily conscious regarding utilization of their resources. Green touch,
environmental sustainability and customer satisfaction are new definitions to them. Hospitality

industry does not comprise only the highest category in relation to both customer and grade of
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the hotel. The paper depicts -@tbatives that should be made part of regular activities of all

hotels if resources are to be managed efficiently.

2.0 Reviewof Related Literature

Gray and Bebbington (2001), in the book O0Ac
chapter on the growing significance and requisite-effeency policy within the structure of

a firm. It emphasizes the reasons for nmmgy wastes and the commitment to do so along with
altering performances in the organizational milieu that supports businesses to take note of the
consequences that t hBowards Sustaimatder Glowth in Blatoesed t he p
Tourism Destinations: C disi eeraseasch paper lywigrvdinen, Fi n
Uusitalo, Silvennoinen and Hasu (201H48. article elaborates on the current tourism growth
drategies targeting etmmrism which have spurred interests regarding achievement of
sustainable methodologies. In Lapland, Northern Finland, the endeavour is to augment yearly
visitors by twofold within the year 20Bth e r esear ch paipm®espodsiBle eat i n
Tourism Management through Soci al Mar keting
worldwide peril of weather transformation, thinning environmental resources and considerable
soci al di sparities. 0St rragetEavganroent@ Responsibilityairt i o n a
t he Cari bbean Hot el l ndustryo, a research
organizational drivers of company-acoountability in the Caribbean hospitality industry. The
article Ol mage oDipfofrearteent Emvt i ooanmenthal C Respo
(2010) elaborates on organizational inferences of business accountability and the methodology
followed by hospitality business to identify itself amecoount abl e. 6l nnov .
Development in Bt e | Operationsd by Frehse (2006) er
experiences difficult phase defending again
Strategies and Performance i n SpandgsSiménHospi t
Marqués and Narangajavana (2005). The focus of the paper is to recognize the associations
involving intentional bearings and relatedimptementations in Spanish hotel industry.
&nvironmental Knowledge, Unlearning, and Performance in HbspitaiCo mppsaani e s 0
research paper written by Ceglllagarro, Martineklartinez, Gutiérrez and Rodriguez (2013).

The Spanish hotel sector is confronting green disputes, which necessitates establishments to

adopt innovative expertise and exercises saeguice latest green information and skill.

Agai n, Kirk way back in 1998, in his resear
Hel d by a Group of Hot el Managers i n Edir

administrators in Edinburgh.
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In nutshdl the review depicts that environmental stress anchatenges are topics of
concern. Though, primarily on a global level hospitality industry has developed consciousness
regarding environment, majority of establishments lack adequate skills aritveinnova
approaches to implement strategies in the said arena. Publications support that, in foreign
countries, hospitality initiatives have started showing interests regarding green business and its
financial implications in the long run. But, dearth ofcmuffi sStudy associating green with

Indian hospitality sector elaborates the fact that thdnee ineed of green management and

service quality assurance in this quarter.

3.0 Methodology adopted for the study

Study was conducted with the help dftraictured questionnaire to identify the resource
management practices that are carried out by various categories of hotels. Survey revealed that
greennitiatives, though a relatively common term, is not that very commonly practiced in
majority of hotelskinding the lacuna in hotel operations, an attempt is made in this paper to
propose various means of becoming green. The followingngneagement suggestions
discussed, are amalgamation of various information collected while integuiestggreen

engineers anexpertsluring the course of study.

4.0 Maneuvering the Green Concept to scale up in future

Being a service industry, it is essential that hotels lay maximum emphasis-ieridlyeco

physical environment and at the same time strategmsearmanagement endeavour.
Physical Environment

Normally, the production and practice of services take place in a physical enunitataknt

and controlled by theoteli ndustry. The physical environmen
of servicedhas a specific role in facilitating and ensproyperdelivery of the service offering.

The physical environment has famamponents ambientstate spatialoutling decor and
orientationmotion Ambient tate consist of the variousomponerg such asaotour, light,
temperature, noise, odour and mualicof which determine the level of comfort during the
service encounter an dfive epsesijeralp anfiuencimgrhecudith e c u s

andreaction to the environment.

Spatialoutline is the pattern and layout of structural design equipmestand furnishings

according to theequiremerst of the service delivery pregeDecor and orientation mosoare
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visualrepresentatianused talesigna decent comfortable atmosphere and to dimcimes

within the service organization.

Primarily, an environmental touch to the property would gratify tourists who preferred the
property because of its daendly repute. Subsequently, one of the ways to convince guests to
adopt ecdriendly behavior hr oughout their stayrii®ntdd ygitwelc

Several elements that would encourage a comfortable touch in a property could concurrently
endorse a green display. For instance, aquaria full of colorful fish, bonsai or pottae plants
comfortable to look at and promote the-gmmdly ambience. These could be placed in the
reception or at open areas. Possibly, upon-thegiests could be enquired whether they
preferred having a potted plant placed in their room during thieiftstae could be cared for

by the maintenance/operation team or an external business, and make the guests feel green and
comfortable.

Nature oriented artwork could also bring the green experience. Exhibiting original work of local
artists and proposing fior sale would provide a community association supporting financial

objectives for sustainable development.

The storeys of the property could be based on green subjects. For instance, if there are only
three storeys of tourist rooms, possibly, the stomyd be based on landteratmosphere or
dawndaynight subjects. If there are more storeys, then probably the subjects could be based on
seasons, aniradiversity, or other innovative environmental ideas. These subjects could be
revealed in the paingj/sculpture exhibited on each storey, as also the colour of the flooring and

partitions.

An 06oceand or Ounder water | ifed storey <cou

tourists while waiting for the elevator.

One of the identifying sig$ a comfortable hotel is the free accessories that tourists obtain.

The newer and superior quality accessories that guests receive, the cozier a property appears.
These accessories could befeendly. Possibly, little seed packets could be placdtbas pi

or, like Orchid, Mumbai, a basket containing herbs inducing sleep, bunch of neem twigs and
aromatic oils could be innovative green practice. The complimentary shampoo containers could
either be made of some daendly material, so that they do dabke landfills, or possibly the
containers could be patterned to be so nice that guests are impelled to leave them in the

bathrooms, or take them and reuse them rather than throw them away.
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There could be approaches to minimize waste in the food s&rtheesotel while at the same
time increase the cozy ambiance of the hotel. In place of using paper napkins and disposable

plates and flatware, room service could use cloth napkins and real dishes and flatware.

Using natural lighting during the daysfgeéener than using florescent lights. The hotel could
proposeopeai r activities that highlight the area
luxurious. The hotel could possibly procure such furniture from places that use recycled or

environmaet-friendly furnishings.

Business, characteristically, should change its melody. Sustainable building structure, energy
efficient plan, and environmentally friendly business performance are established sound cost
effective alternatives. Hence, more fisntfsoul d under stand the poldi
ecof ri endlyd is not only good for the enviro
entrepreneurs and senior managers/decision makers should realize that they could meet the
needs of the custars, expand their business foundation, enhance revenues and help solve
environmental crisis following such strategies. Management of resources is to address concerns
and offer guidance, technipalicy advice and understanding regarding the sustaigabfe us

the earthos natur al resources as l and, wat
environmental disputes; as well as extend knowledge required towards achieving these goals and

becoming green.
The Green Management Endeavour

Hotelscould take thededicatiorio thegreen endeavoone strideaheady preferringto trade

with retailes who share their same #gendly valuesBusinesses should know that their
o6carbon footprintd includes dunaioning spleyrwitmer i |
ecaresponsive suppliers could become an essential element of green business strategy. Eco
conscious companies should trgacatheir part to reduce emissions. Geanrcise also make

good economic sensethe long ruy minimeing the overhead costs of the facility irsthge

of growing economic challengssvell asanage resources in awailanized manner.

Thepracticeswhichincludes several baseline standarfdsustainability are as follews

1 initiang joint ventugs withestablishmesatthatexhibita dedication t@onsering the
environment

1 sourcing environmentaflyeferablgroducts and services logallyd purchasing natural

and ecaesponsivenateriad and supplies

1 developingcoresponsibleonstructiorpractces and
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1 retrofitting existing properties with water saving devices and energy efficient lighting,

heating and cooling systems

As green management endeavour is a continuous process, the present study reveals that attention

in the following areas might h&pscale up in future.
Novel Management Practices

Personnelraining anccompetenceevelopindhave become progressively noougialpartsof
management fdsusinesso augmentservice qualityninimizelabour costs, initiate awareness
about environmerdind increase productivity. Successful emglayeiegprogrammes allow
freshemployees toontemplatehe thought of rising in rank. In addition, training the employee
on environmental issues could providéngrovedacuityregardinghe holisticgreenactivities

of the hotel.

Two innovativepracticeshatcould be taken up for possible implementation in green hotels

1 Green Teaming After the regulartraining programme fonew recruitsthe team
managey couldinitiatetrial teams comisingthe most ferventtrained fresh workers
Thesestaff could fornselfdirected teams, with three/four employees per team. Within
the alloca¢d block they could decide their quanformingareasappraisejuality, and
carry outinspections. This methodologyuscessfully followed by Ramada FRaten
Grove, Mumbai, Maharashtra which abides by Wyndham Green Operating Standards
The programme is expected to lead to better employee retention and increased moral

1 Green LeadeAttribute Each employee of the hoteluld take a turn &reen Leader
for a week, an assignment that startsdeitiding oran employee to be the ledclaef
at work. Employees could acquire training programmes that famiEaocoountability

to initiateinnovdiveness, resolve probleamsl instigata pleasurabteurist experience.
Employee Appreciation and Implementation of Green Strategies

Apart from good supervisionyorkes also requireertainincentives to perfornahead of
expectations, particularlyan ecefriendly propertyAlthoughtheir trainingmpars green skill
and aptitudeessential to perform thework, thesamemust be revealed touriss when the
conditionsarise Official creditto good work by management and fekomployees important
and encourages employees to perfBrogrammes suchseection of best employee (monthly
or annuallypnd speciahcentive or reward for outstandingiccomplishmentould provide
suchappreciationMore importanceshould bdaid on obtaining staff Wolvementearly in the
process and spinning the programsloelyand steadilip gainstaffcooperationinitiatingearly
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and proceedinggradually permits more time tmpart suitable training and sufficient
empowerment tauthorizestaffto outshine in thir professios. As a innovative green policy is
executd, it isassuredio experiencesome trivial problems that woutdquire attention
Endeavouws are not likely to be effortless or trotit#e. Good human resource practice in such
projects is rmenduing proposal s it might requireonstant revisi@andresolutionsOn the
other handthe motif andfunctioningof abusinesgould nevetotally eradicatenvironmental
effects Thus, theespousabf proper environmentaédainingwouldlead toconstantursuitfor
better performance. Dedicatidn gaff training may invite enhancé expenditures, but

productivity should alsscalate
Advertising

Able advertising campaignoposesthe appropriateproduct at therespectablgrice to the
suitabé market at thelesirablgime. Here, the product is arcefriendly hotel. The market
consists of meticulowsistomers, whpossibly wouldarget suclpropertis. With the existing
focus on glbal warming and environmental isssiesh hotelsatiatehe greenrequirement in

the progressingospitalityindustry Hotels could employ the following measures to advertise

1 The Internebeing aesourcefunodeof encouragingusiness, lwking hotels online is
becoming familiar. Along with virtual todhe green accommodations and the

environmental awarenes$otek could also be highlighted on official websites.

1 Tour managers and travel agencies joinsigraficant task in helping touristake a
decisiorabout theirstay during thewisits or vaations. Hosting wearlygathering for
tour conductos and local travel agents to state the mission statement and brief them
about the environmental concern of the hotel could also be very effective means of

advertising.

1 An ecofriendly hotel could takeadvantageof the didacticimportanceof its green
resoures toencourage awareness anmsnigolsand institutegn thecommunity The
lodging could hostinformative field excursions andampaign forits vared @cc
v e n t.uhiseveodld educate studeatsd publicon how environmentglerception
createghanges N oneds | oc ademonstriidheomethadblogy adapted h a t
by the hotelin savingelectricity,reducingwastes or bendifiig from recycling are

examples of programmes that could be tgken u
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Recycling

Hotels ardhugeproduces of solid waste per individual.uEhexecuting a recycling programme
is aprerequisité hoteswishto be green anctefriendly. Each recycling programme ought to
be planne& scrupulouslyo integrate it into dailpractices of operation asdould be made
mandatoryor all employees. Tlggiantityof waste recycldtlictuats from one hotel to another
basedon thecategoryof the facility availability of resourcasd the extent of dedication by
management arglaff Each hotel recycling programsi®@uldbe exclusivelgatternedbased

onthecourse of actiaperformancg and structural plan of the hotel.
Computer Modeling

Though not common in Indiapmputer modeling isaffectivedevice for decision makjiin

hotek. Various hotel administration procedures coutddaieled using flow charts, gmdcess
simulation programraecould then beutilized to manage resources awngtimize the
effectivenessf the process. Aimpleflow chart computer programroedd be abrilliant way

to envisagé¢he interconnected steps in hotel management prBeticess simulation software

could model environmental concerns in a hotel. For instance, the quantity of water used in
regularchores such as dishwashing and launomjdcbe modeled, and te&icture could be

alteed to find outhow water could be saved in these piwwes Parallel techniquesuld be

used tadecideon means to save electri@t/well as minimize kitchen waste

5.0 Conclusion

The study suggests ttltamfort seems to be an advantage wheadchepeopleappreciating
environmentally friendly strategielowever, the dedication from hdtte hotelemployeess

well as the travelerspsrhag the most vital element in makingeamironmentally friendly
hotel successful. The implementationgifenpolicies and strategies as new exemplar or
paradigm would offer opportunities foe #arly adopters and those who seek to leverage it t
their benefit. Thus, such eaperation ould educate the immediagerroundingsand attain

greategreemaccomplishmenhrough cooperation amthhancetharket share.
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Islamic Finance: Panacea for Rising Income / Wealth Inequality

Umar Farooqi

Abstract

The global economic downturn of 2008 brought forth the huge incoméhévsealttydiSpa iy ah

is more staggering is the fact that since 2008, the gap between the upper and the lower income si
even further. And with the global economy on the cusp of another contraction (as predicted), thi
cripplé even more or vice versa. World Economic Forum has rated income inequality as one of the
risks. Numerous policy initiatives by world bodies like United Nations and World Bank and various
and developing economies haveldiadlay tesylt. Progressive taxation policy adopted by some natior
not been really effective. The current economic system has failed to address the issue. An alternat
Finance) with its deep rooted core values can pieeidEhes @fEenavill make attempts to understand

the core tenets of Islamic Finance and how they can help in reducing the inequality.

Key Wordsl s| ami ¢ Finance, l ncome I nequality, Gi

Gains

1.0 Introduction

The global economy has witnessed an unprecedented rise in wealth in the past few years. The
money supply, the sheer scale of transactions and sizes of economies have ballooned. But unlike
an air balloon, the expansion has not been uniform. Alagbaportion of this rise in global

wealth is constricted in the hands of few. Though the policy makers take immense pride in the
number of people they have brought out of poverty due to the global economic growth but
thatds rel at i v eionp comtiaue toybe abyschal. Pdlicy makers) dcortomists
among others have suggested various measures to correct the income distribution pattern, but
none have yielded sufficient results for reasons ranging from lack of capabilities to implement to
politicalwillingness. Inequality continues to fuel global unrests like occupy Wall Street, civilian
unr est in Africa and Mi d'dGloleal Risk Repart coitmues td Ec o
rate income inequality as one the biggest risk to global economy.

1 World Economic Forum (2013): Global Risks 2013, Eighth Edition, World Economic Forum, Davos,
Switzerland.
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0 T h atestgcouatry, the richest country, is not that which has the most capitalists, monopolis
grabbingbés, vast fortunes, with its sad, sad
are the most homesteads dfrekebrdsealth does not show such contrasts high and low, where all m
enougha modestlivdrgnd no man i s made possessor beyond

Walt Witmah

2.0 ResearchObjectives

To study the extent of inequality in incdnvealth distribution globally
To understand the causes of inequality in income / wealth
To understand the effects of inequality on society and economy

To study the measures being taken to curb the rising income / wealth inequality

= =2 4 -4 A

To study whether Islamignance can help in achieving the goals of reducing inequality

in income / wealth distribution

3.0 Research Approach

A secondary data survey was conducted wherein various sources viz. Word Bank reports, United
Nations Development reportsptérnationalMonetary Fund and World Economic Forum

reports along with reports of Finance Ministry and Planning Commission of India. Further,
publications from the Economist magazimeys of Nobel Laureatrof. Joseph Stigliend

Prof. Paul Krugman, Thomas Pikkag®ypf. Emmanuel Saeamongst other noteworthy
economists, publications from research and consulting organisations, online databases, research
papers, newspaper articles, videioserviewd talks of experts oTED Talks, Yutube, etc.

are tapped in to derstand the present scenario of income inequality and the role that Islamic

Finance can play in an effective and more even distribution of global wealth.

2 Prose Before Hos (2013, March 10). Retrieved from the Prose Before Ibete: we
http://www.prosebeforehos.com/progresse@nomics/03/10/13greatquoteson-inequality/
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4.0 Glimpses of Global Wealth Distribution

OAny <city however s heaitylofthe gooriand otheaaf the righ; theisedaee cht Wk

with one another. 6
Platc

Forbes Magazine in its"™28nnual Billionaire Lisgives out some startling and eye popping
numbers. As per the magazine, there are a total of 1645 billionairesggtegate net worth

of USD 6.4 trillion. There were 14%d&Anndali | | i on
Billionaire Listand their net worth was USD 5.4 trillion. The average net worth has shot up
from USD 4.2 billion in the previous year to USD 4.7 billion this year. For an entry into the
richest 20 club, an individual needed an estimated net worth of USD 31 billimstdd %iga

23 billion in the preceding year, a sharp rise of USD 8 billion or 35 per cent year on year. The
combined wealth of these 1645 individuals isttva r d o f Chinads GDP
equivalent to combined GP#8ize of India, Russia and Brazilhése individuals were to be a

country, they will be the third richest behind US and China at one and two, respectively and way

ahead of Japan and Germany at fourth and fifth spot, respectively.

As per the Credit Suisse Global Wealth refpartl0 per cenbwn more than 87 per cent of

global wealth, whereas, the top one per cent owns a whopping 48.2 per cent of the global wealth.
In fact, according to Winnie ByanyidnExecutive Director of Oxfam Internatichainly 85
individuals own as much as the bottwalf of the population. According to Janet Yeben
Chairwoman of US Federal Reserve, between 1989 to 2013 the average income of top five per
cent of households, after adjusting for inflation grew at 38 per cent whereas, the average real
income of the m@aining 95 per cent expanded at fewer than 10 per cent. An average CEO in US

today earns as much 300 times the average worker. This figure stood at 30:1 in 1960s.

3 Inequality Quotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/3/

4 Forbes. (2014, March 3R8" Annual Worlds Riaires IssuRetrieved from Forbes website:
http://www.forbes.com/sites/forbespr/2014/03/03/forberelease8thannualworldsbillionairesssue/

5 Forbes. (2013, December 127" Annual Worlds BillionairesisRe&rieved from Forbes website:
http//www.forbes.com/sites/briansolomon/2013/03/04/whdhe-combinedwealthof-alk 1426billionaires
coulddo/

6 The Richest. (2014, July ZH)e 10 Richest Economies in the WorldRigtrR8/tl from The Richest website:
http://www.therichest.com/ricHist/rich-countries/thelOrichesteconomiesn-the-world-in-2014/?view=all

7 The Guardian. (2014, October, Righest 1% of people own nearly half of gRetdevweshlitom The Guardian
website: http://www.theguardian.com/business/2014/oct/14 k&t percenhalfglobalwealthcreditsuisse
report

8 The Guardian. (2014, January,&®yichest people as wealthy as poorest haRaifitheeevfnddh The Guardian
website: http://www.theguardian.com/business/2014/jan/20/ox&mnichestpeope-halfof-the-world

9 The Wall Street Journal. (2014, OctoberQubtes from Janet Yellen on Income and WedRbttieahfitym
The Wall Street Journal website: http://blogs.wsj.com/briefly/2014/10/Giddiesfrom-janetyelleron-
incomeandwealthinequality/
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What is astonishing is that the global economy is yet to recover from the shocks of 2008

ecoromic downturn and many corporate including the big ones are reporting fall in profits or

worst they are incurring losses. Still the executive compensation is on the upswing. Some

economies in European Union and Japan have entered recession. Russe lisnénoth

recession and the situation in Brazil and India is also grim. In fact, even the GDP of China has

slowed down considerably from its peaks. Yet the number of billionaires and the wealth of these

billionaires are rising and that too at a greatl.sBetow is the comparative study of Forbes

Magazinesd Annual Billionaire |ist to help vy
Year
Parameters
2014 2013 2012
Total Billionaires Globally 1645 1426 1216
Combined Net Worth USD 6.4 trillion | USD 5.4 trillion | USD 4.@&rillion
Combined rank in terms of GDP size 0 3rd ath ath
countries

Tablel:{ dzYYF NB 2F C2NbSa al3IlLTAySaQ ! yydzf

DA EA2)

On the flip side, as per the World Badlata, in absolute terms, a sixth of global population

(approximately 1.22 billion) is still languishing below the poverty line. World Bank defines

absolute poverty as income less than USD 1.25 per day. Important to note here is that this

standard was satdecade ago in 2005 and if we take inflation over a decade into consideration,

the absolute poverty numbers will most likely shoot up. Further, more than a third of global

population (approximately 2.4 billion) survives on less than USD two per dajtoiné&®

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.
0An imbalance between rich and poor is the oldest and most fatal adment of all republics

Plutarch, Ancient Greek Biogragher

10The World Bank (2014, October 7poverty OvervidRetrieved from The World Bank website:

http://www.worldbank.org/en/topic/poverty/overview

11 The Guardian. (2014, October, Righest 1% of people own nearly half of gRetaevweshiiton The Guardian
website:  http://www.theguardian.com/business/2014/oct/14/riciigstrcenhaltglobalwealthcreditsuisse
report

12 Inequality Quotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/1/

57



Management Vision

50 Gi ni éféicie@o

Gi n i @ffcienCwamed after its developer Corrado Gini, helps to understand the extent of
equality or imnguality 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 O indicates wealth distribution is equal and 1 or
100 indicates extreme inequality. As per a Quandl.com®*si@ueydl.com is onef the

leading online database provider in the domain of Finance, Economics and Social Indicators),

t he Gitefiidiett ®f alt @20 economies is in excess of 30 except for Japan and Germany,
which has a cefficient of 24.85 and 28.31, respectively ¢@@otries 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, gent i na, Chi na, Ru sefficient and T
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
exreme in under developed or developing countrigeviisthe advanced nations. The most
advanced and developed economies of the present day are also amongst the leading ones. Infact,
incomes in some of the poorest / under developed countries like gthyha(@7.82),
Kazakhstan (29.04), Egypt (30.77), Sudan (35.29), Guinea Bissau (35.52) among others are far

more evenly distributed than many developed and developing nations.

63.14

Turkey
Indonesia
Mexico
Australia
India

Italy

0 10 20 30 40 50 60 70

Figurel:{ dzY Yl NB 2F C2ND S& lienhirgList AyS&aQ ! yydz t . A

1BQuandl (2014, December)Gini Index by CountrRretrieved from the Quandl website:
https://www.quandl.com/c/demography/ghimdexby-country
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OOur inequality materializes our wupper <c¢cl ass

Mathew Arnold, English Essayist

6.0 Factors Responsible for Rising Income Inequality

Over the years there have been various studitt® causes of the rising inequality. Various
factors have contributed to this, but some are more significant than the others. The Pareto
principle holds true in this case as well. The following are the factors which have a significant

contribution;

1 Interest Based Borrowings: Ask investment banking professionals and prompt comes the
response that in order to generate higher returns, the funding pattern of your acquisition
shall be a mix of own as well as borrowed funds, in fact a higher proportidattefrthe
Finance text books also say that EBehiity ratio should be 2:1, which means
encouraging borrowings. The argument in favour of debt is that cost of debt is much
lower than cost of equity. Is it really that the cost of debt is lower than cagly@f@q
is it artificially created? An individual is encouraged to put money in the banking domain
and reap the paltry interest on the capital deposited / invested in bonds in return for
safety. The corporations including the ones with huge profits bloisaapital at low
interest rates and invest in projects / businesses which yield high returns with or without
risk. As a result, there spread / margins are very high without even investing a penny in
the business. This ongoing cycle leads to appreoiat@pital for the user whereas, the
individuals whose capital was used continues to languish at the bottom.

1 Reap Rich Rewards through Capital Gainsfhe interest based borrowing leads to a
phenomenon called capital gains. The policy formulations thatyuaficome / profits
arising out of investments in financial markets are not taxed or are taxed at very low
rates, leading to faster accumulation of wealth. According to Prof. Emaritjel Saez

capital gains are the biggest contributor to the wealth@fLtppr cent in US.

Even former Congressional Research Service expert Thomas Huhgasfsrthat
capital gains are the single greatest contributor to income inequality.

14 Inequality Quotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/1/

15 Youtube (2013, February hcome Inequality: Evidence and Policy IRgdlieatichfrom the Youtube website:
https://lwww.youtube.com/watch?v=t_ FbB8Romhk

16 Youtube (2013, February 2Zhe single greatest driver of IncomeRetmedityfronthe Youtube website:
https://www.youtube.com/watch?v=fBjbzfbCIFI
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US Top 0.1% Income Share and Composition

Capital Garn
S Capaal iIncome
Busineas income

Figure2 : Implications and Evidence with Emmanued&y, Source- www.youtube.com/Income Inequality

-

“The reason income inequality has been increasing
has been the rising income going to the top one
percent. Most of that has come in capital gains and
dividends.”

THOMAS HUNGERFORD
CONGRESSIONAL RESEARCH SERVICE

Figure3: The single greatest driver of income inequaljtgource- www.youtube.com/

Nobel Laureate Prof. Joseph Stiglite his bookThePrice of Inequaiys that more

than half of the capital gains in the US accrue to the top 0.1 per cent and the
governments over the years have continued to lower the taxes on them. Larry Summers,
the former Economic Advisor to President Obama, says that capping theatenune

of top CEOs will do little to curb inequality. The government should revise the policy on

17 Stiglitz, J. (2012)he Price of Inequglityv. Norton & Company: UK
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capital gains. Even James Montier in his papeptifled e Wo r | d & @iticikes mb e s t
the concept of Shareholder Value Maximisation (SVM) as hetsayscilises on only

equity and debt holders in the company and ignores the rest of the stakeholders. To
support his research, James Montier argues that a classical example of SVM is CEO
compensation. He says that only-thirvel of the compensation comesnh salaries and
bonuses whereas, the remaining portion is received in the form of stocks and options. It
is not too difficult to understand that if the take home from stocks and options would
not be more than salaries and bonuses, a CEO would nevetlogifocertainly not in

such large proportions.

1 Taxation System: The post tax returns through capital gains are higher only because the
taxation policy allows it. The taxation policy has played a very critical role in the rising
inequality. Larry Summésays that closing tax loopholes that largely benefit the wealthy
like capital gains, estate tax provisions and corporate tax breaks will help the poor and
mi ddl e c¢class Americans, and reign in the
allows dar larger share of income of the rich to escape taxation than that of poor and
middle class. The general belief is that higher the income, higher the taxes. But that is not
true to a great extent. If the source of income is only through salarieatitrertag is
higher. But if there are multiple sources of income, the net or effective tax rate is much
lower than that paid by salaried individuals. In US, the effective rate of tax for the top
one per cent is approximately 20 per‘tamhereas the sa&l class pay in excess of
onethird of their income.

1 Globalisation: One of the most widely discussed topics worldwide amongst policy
makers is globalizatédnwh et her i1 tds good or bad for t
either side are strong and they hnaddits. But in the present context, the policies of free
movement of goods and services, removing international trade barriers and international
trade arrangements are creating havoc in the developing markets. The poor in these
economies are more vulndeatoday. And it is thus the adverse impact of globalisation
is being felt on income inequality. The capital constantly moves from one place to

another and this money is never stationery at one place. Always ready for its next flight

18 CFA Institute (2014, October 2Buropean Investment Conference: A Fresh Perspective: Checlkafigrggsgmptions, Ch
MindsetRetrieved from the CFA Institute website: http://eic.cfainstitute.org/2014/10/23/sharetalder
maximizatiofthedumbesideain-the-world/

19 The Huffington Post (2014, February Raisingaxes on the rich would reduce goedityBétrgeved from The
Huffington Post website: http://www.huffingtonpost.com/2014/02/17 /taxek-larry
summers_n_4804285.html?ir=India

20 Stiglitz, J. (2012Jhe Price of Inequeitw/. Norton & Company: UK
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and the destination ing resulted savings in cost or higher profit margins or both.
Because of its flow, the capital has unsettled many businesses in multiple geographies
across the globe, leading to job losses, skill sets being made redundant and technologies
becoming obsolet Nobel laureate Prof. Joseph Stiglitz in his book Discontents of
Globalisatioft argues how globalisation policies including those of IMF (International
Monetary Fund) almost brought the world on the verge of a meltdown during the East

Asia crisis in 1997

1 Government Policies: Governments across the globe initiate various measures and
policies keeping in mind the larger outlook of the economy, it needs and requirements
and the problems or issues it is facing. Though, the benefits of these decisions should
accrue to the society at large unfortunately some of these policy decisions are heavily

influenced and act only in the interest of few. Here are few examples of the same;

Deregulation: Considered to be one of the most effective and efficient tool ttheave
market to the prevalent forces and influencing conditions. The big assumption here is
that the market will adjust itself according the pulls and push of the market and the
information flows freely and everyone has access to it. But unfortunatelppéis h

rarely. A classical case in point is the deregulation of financial sector worldwide. It has led
to introduction of toxic products and services like derivatives which are the main reasons
of the recent economic crisis. Further, globally sectoosl l&kenergy, coal, etc. have

also been exploited to the core post deregulation. In fact, former Citi Group chairman
Charl es 0 C4liamouklysaidPa s nceng as the music is
and dance. \Werriagrd the dertegulation pdliaynot USrgdéral Reserve.

He also said that in his opinion the lack of regulatory oversight allowed the system to
veer away from maecpoudential finance. He said there are systemic risks when the
regulator urges investment bankerstake more risk to get higher rewards as it

destabilises the financial system.

Another classic example of deregulation is the rise of commodity markets globally.
Though the commodity exchanges are providing a common place to the buyer and seller,
b ut the dantdyf investors which is creating havoc in the system. For example, every
time the inflation goes beyond the tolerance limits of the central bankers, the

government enforces a ban on the trading of agricultural commodities, which indicates

21 Stiglitz, J. (2002lobalizati@nd Its DiscontePé&guin Books: USA.

22 Credit Writedowns (2010, April 8huck Prince confirms that risky behavior drives out prudent when risk is rewar
Retrieved from the Credit Writedowns webbitps://www.creditwritedowns.com/2010/04/citigupschuck
princeconfirmsthatriskybehaviordrivesout-prudentwhenriskis-rewarded.html
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that thee is a link between rising prices of commodities and the functioning of
commodity markets. An ideal way of functioning for commodity markets, irrespective of
the commodity being traded, the buyer should be forced to take delivery of the
commodity, whichhall help in eliminating the players / participants with only financial

interests.
0 The poor bjactedte bemgpgoverned badlg The rich have always objecteddo being gove
G.K. Chesterson, English Writer and Poet

Foreign Direct Investment: Another widely abused policy measure is allowing foreign
direct investment (FDI) in the country. Though, FDI by itself if regulated properly can
be a big boon for an economy but thatods
developing nains suggest that FDI is the panacea for all cures. When in reality, FDI
allows the capital holders to consolidate their financial positions and make more money
and in the process only a company / organisation benefits. Even in India, decisions
allowing FD in sectors like Insurance, Defense and Retail among others is grossly
violated (will lead to concentration in the hands of few) and the country to a greater

extent can even do without it in these industries.

1 Rise of Financial Markets / Products: Sineestart of deregulation of financial industry
in US during the Ronald Reagan administration in early 1980s, the sector has become
one of the most powerful globally. At the start of@@umbe crisis in early 2008, more
than 40 per cent of the overall cogter profits came from the financial services
industry®. What is noteworthy here is that financial products like derivatives, collatralised
debt obligation (CDO) among others are the major contributors in this profit. The same
products are also one of theshimportant reasons for the crisis. Derivatives product
are not necessarily bad if used as a hedging mechanism but unfortunately due to
deregulation, anybody can speculate using derivatives products on a host of things
ranging from currency to climateterest rates to incomes, among others. This
speculative activity is the bone of contention, yet the regulators and policy makers
continue to overlook. The argument including by former US Federal Reserve chairman
Allan Greenspahis that, derivatives prarts make market stable, when in reality they

destabilize them due to prevalence of speculative detirttiger, with the rising powers,

23 Inequality Quotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/2/
24 Stiglitz, J. (2012Jhe Price of Inequglityv.Norton & Company: UK
25The Inside Job (2010, October 8). Directed by Charles H. Ferguson.

63



Management Vision

the financial services industry is also the biggest contributor to the election campaigns in

developed markets like®@hd UK where the data is available.

7.0 Effect of Rising Inequality on Society

oln the Il ong run, me n i Thewadaptaheil lives bne babits éo theih e
money, not their money to their lives. It preocagpiss dreatebh@rtificial needs and draws a curtain

bet ween them and the worl d. 6
Herbert Croly/

British epidemiologists Kate Pickett and Richard Wilkinson in theiobbdke Spi r i t | e
Greater Equal it glainMdahktewry Qemhcsociltpioldesn vi& poordealthe r 6
violence, lack of community life, teen pregnancy, mental iliness is more likely to happen in less
equal society. They further suggest that inequality enhances dominance and submission and have
a deep impact on our psgtdgy and our social relations. It increases social distance; intensify
mistrust and competition for status and feeds feelings of humiliation and status anxiety. The

Equality TrusEresearch highlights the impacts of inequality on;

1 Health: The findings @he research highlights that life expectancy is longer and rates of
adult mortality, infant mortality, mental illness and obesity are lower in more equal
society. Even according to Mr. Richard Wilkifistre life expectancy may lag in US
visavis countes like Sweden, Denmark which are more equal. As per Burns, Tomita
and Kapadidthere is an increased risk of schizophrenia within people living in more
unequal societies. But what is staggering is that a 0.05 unit increase in Gini coefficient
leads to mdality rate rising by eight per cent as per the study done by Kofido et.al

1 Social Mobility: Miles Cora¥ in his paper titted Th e Gr e at pullishédsnby Cur
2011 finds that there is a very strong relationship between high levels of income

inequalityand low levels of social mobility, as can be seen from the graph below. The

26 Open Secrets.offCentre for Responsive Politics (2014, Decembénfldgnce and Lobliyatgeved from the
Open Secrets.org websitip://www.opensecrets.org/industries/

27 Inequality Quotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/1/

28The Equality Trust (2014)nequality impact on heRklrieved fromthe Equality Trust website:
http:/ /www.equalitytrust.org.uk/aboirtequality/effects

29The New York Times (2014, March 2%ome Inequality : A Search for CorRetjiexmzefom The New York
Times website: http://www.nytimes.com/2014/03/26/business/economy/maidéngef-income
inequality.html?_r=0

30Burns JK et.al (2013hcome inequality and schizophrenia: increased schizophrenia incidence in countries with
high levels of income inequality, Int J Soc Psychiatry.

31Kondo et.al (2009)ncome inequality, mortality, and selédatealth: metanalysis of multilevel studies. The
bmj.

32Corak, M.(2012); Inequality from generation to generation: the United States in Comparison.
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paper further highlights the concentration of wealth in one generation and the ability of

those in the next generation to move up the ladder compared to their parents, which

showsthat children from poor families are less likely to improve their status as adults in

countries where economic inequality is higher.
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1 Crime: Hseigh andPugti* through their research published in National Criminal Justice
Reference Service say that rate of violence are higher in more unequal societies. They
suggest that small decreases in inegdaitgh as reducing inequality from the level
found in Spai to that in Canada would help in reducing homicides by 20 per cent and

can lead to 23 per cent reduction in robberies in the long term.

(@

| fares the | and, to hastening ills a pre

Oliver Goldsmitfp

1 Economy: Increased inequality can lead to financial crises, claims the study done by
Kumhof and Ranciere in 2690t also claims that inequality leads to sharp rise in the
debtto-income ratio amongst lower and middle income households. The study shows
the evidence agharp rise in borrowing in the preceding two decades of the both the
Great depression of 1929 and the8urhe crisis of 2007. Further, a paper published by
Matteo lacovielfd in the Journal of Money, Credit and Banking in August 2008
substantiates thadt that high levels of income inequality leads to an increase in personal
and institutional debt. Whereas, Berg and ®©stran IMF working paper say that
inequality leads to economic instability and crises, while a more equal society tends to
have longeperiods of sustained growth.

1 Politically Corrosive:l f , in the words of the ol d adadg
unequal societies represent a threat to meaningful democracy. This power can be
exercised legally, with hundreds of millions spent eachiny many countries on
lobbying politicians, or illegitimately with money used to corrupt the political process and
purchase democratic decision making. Joseph®SagtitntherS have pointed out the
way in which financial liberalisation led to hogeepfor the financial industry, which in
turn has led to further liberalisation. In the UK the governing Conservative party receives

34 Hseigh & Pugh (1993%)pverty, Income Inequality and Violent Crime: Ad¥etdysis Of recent Aggregate Data
Serviced\ational Criminal Justice Reference Service.

35 InequalityQuotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/1/

36 Kumhof, M., & Ranciere, R. (2010). Inequality, Leverage and@Fsa&rking Paper, WP/10/268.

37 lacoivello M., (2008)ousehold Debt and Iheegualityournal of Money, Credit and Béokifg. No.5.

38 Berg, A.G. & Ostry, J.D. (2011). Inequality and Unsustainable Growth : Two Sides of the Shre $iaff?
Discussion Note, SDN/11/08.

39The New York Times (2012, AugustRR)nday BoBleviewSeparate and Unequal: The Price of Retgeakty.
from The New York Times website: http://www.nytimes.com/2012/08/05/books/reviewgtieeof-
inequalityby-josephe-stiglitz.html?pagewanted=all

40 Hacker, J.S., & Pierson, P. (2011). §¢ifakeAll Politics: How Washington Made the Rich Riedredt Turned
Its Back on the Middle Class. Simon & Schuster Paperbacks, USA.
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over half its donations from the financial services infdu€apture of politics by elites
is also very prevalent in dmping countries, leading to policies that benefit the richest

few and not the poor majority, even in democfacies

0A State divided into a small numbeandf aidarge number of poor will always develop a governm
manipulated by therichtaploeect a meni t i es represented by thei

Harold Laski, British Political Thedfist

8.0 Measurestakento curb the Rising Inequality

The recent economic crisis is a blessing in disguise for curtailing rising inequality. The slump in
the economy hasrought the inequality debate to the forefront. Policy makers across countries
have realized addressing income inequality is critical for revival of growth. If the global economy
has to sustain and grow further, the gap between the haves amudshsiveld be reduced and
governments across the globe are taking various measures to curb the rising inequality. Following

are some of the measures being taken;

1 Employment Generation:Globalisation has led to outsourcing of some of the jobs and
at the same timetiacting talent from other countries for other jobs has led to an
unemployment crisis. Unemployment rates in advance countries like America, Europe,
Japan and Singapore were beyond tolerant limits. The government of Singapore in its
2012 budgé&tannounceaneasures to curb the inflow of foreign workers. The country
claims that it has three of the top 10 global universities and organisations should hire
citizens of Singapore and if they donodot f
foreign passpb holder. Similarly, US has also curtailed the numberlBf \lsas it
issues to arrest the flow of jobs overseas. Though the measure is in the right direction,
but it shall take some time before the results can be achieved. A major hindrance in this
is the lack of candidates with suitable qualifications and hence the government is forced
to allow companies to employ a foreigner.

41The Guardian (2011, September@0).t y6s I nfl uence over CoRerievedvbamt i ves |
The Guardian website: http://www.guardian.co.uk/politics/2011/sep/36¢cihservativedonations

42TinyURL.com (2005Pemocratisation and the Dynamics of Income Distribution in liogoraadCidinidiees
Retrieved from the TinyURL.com webdit#p://tinyurl.com/aq9k7nkDemocratisation and the Dynamics of
Income Distribution in Low and Middlecome Countries, 19851995

43 Inequality Quotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/1/

44 Bloomberg (2012, February 13ingapore Shift Priority from growth to curb incorRetiraepshlitpm the
Bloomberg website: http://www.bloomberg.com/news/2024 7/singaporéncreaseaidto-poor-boosts
incomesof-olderworkersin-budget.html
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Increasing the Minimum Wage:In order toraise the standard of living and to reduce

the gap between rich and poor, the polidkgersaare suggesting increasing the minimum
wage rate paid to the labourers. This shall help them tackle the rising cost of living as
well. Some billionaires like Nick Han@urave raised an alarm to fellow billionaires that

the rising inequality is nottime best interest of anyone. In fact, he suggests that if the
billionaires want to continue making more money, they should be concerned about the
people of the society who are ultimately the consumers of their products and services.
Even a country like @ta has adopted this measure to keep up with the demands of its
burgeoning workforce, though this may dent its low cost supremacy in manufacturing.
But in order to sustain its overall economic growth and development, the country will
have to raise the mmmum wages. It is planning to raise the minimum wages by 40 per
cent®of the average salary by the end of 2015.

Progressive TaxationProgressive taxation aims to tax higher income at a higher rate as
compared to people at the lower income level. The atghene is let the ones who

earn more pay more taxes as this will help the government increase the tax collection and
ultimately it can increase its budgets on welfare scheme of the society, primarily
benefitting the marginalised sections. Many countrieding India introduced this in

the past few years, albeit on a very smaller scale. The critics claim this to be eyewash and
the additional tax on the upper strata of the society is not much. For example, in 2013,
the then Finance Ministeof India intoduced a surcharge of 10 per cent over and
above the prevalent taxes on people with income in excess of 10 million per annum. As
per the minister there were 42,800 individuals in India with income in excess of 10
million during that year. The critics obgressive taxation are vocal and have claimed
that i1 tés too I|little and too | ate. Al so,
system which helps the wealthy to reduce the taxable income and ultimately the tax
collection and the very purposeéntroducing the tax.

Higher Tax Exemption Limits: While the government in India raised taxes on the

rich, simultaneously it has also reduced the burden of taxes on the low income group.

The tax exemption limits have been hiked allowing people to havenoney at their

4 Ted (2014, AugustBeware, fellow plutocrats, the pitchforks dRetrmmithgfrom the Ted website:
http://www.ted.com/talks/nick_hanauer_beware_fellow_plutocrats_the_pitchforks_are_coming

46 CNN Money (2013, February &hina moves to curb rsioigd inequaltgtrieved from the CNN Money
website: http://money.cnn.com/2013/02/05/news/economy/chineomeinequality/

47 Reuters (2013, February ZB)dget 2013: Rich taxpayers to pay 10 perceResigebdrgem the Reuters
website: httgfin.reuters.com/article/2013/02/28/indiebudgettaxsurchargd-crore
idINDEE91R05120130228
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disposal, leading to higher spending capacity, which in turns can fuel the consumption
led growth. In India, the budget for the year A&fAiked the taxable income from

two lakhs per annum to 2.5 lakhs per annum, thus allowing atuaidith another

Rs.5,000 as disposable income. Further, the investment limits under various sections has
also been raised tol1.5 lakhs from one lakh in the preceding year. This allows individuals
to save more money in the form of various investmentag8iut this is too less when
compared with the rate of inflation and rise in indirect taxes, which more or less set off

the benefits arising due to exemptions in direct taxes.

9.0 Islamic Finance

Islamic Finance is a system of finance based on Islamic Blgriah. It aims to achieve
economic and social justice in all financial matters. Islamic Banking and Finance is more stable
option visavis the conventional system as its fundamentals are not based on interest and
speculation, uncertainty and gamgbiihich 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. |l sl amic finance is also com
Financeo, Profit and Limsebn&haedtngl Fi hangeowr
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 operatimgriore than 75 countries and assets under management are in
excess of US$ 1.5 trilltdn

0The basic tenets of Il slamic banking wunder|
monetary resources, thus ensuring distributivggudticeandvédfiare, the challenge of globalization is
how to make world a better place for humanity, to build a new international order of peace, progres

for all sections of societyélslamic Banking

Mr. PalaniMai ¢c k a m, Hondoble Mi¥ister

48Yahoo Finance (2014, July B)dget 201%: Check your tax slabsamkdmption limRetrieved from the
Yahoo Finance website: https://in.finance.yatwo/photos/budgeR01415checkyourtaxslabsandi-t-
exemptiodimits1404913888lideshow/

4 Farooq, U. (2013.Seeking Financi al Il ncl usi on Th Managetmentl s | a mi «
Vision, Vol. No. 3, Issue No. 2.

50Rageeb, H.A. (2010)Prominent Personalites on Islamic. BRekieged from the website:
http://www.jihtn.org/wordpress/wpcontent/uploads/2011/02

69




Management Vision

Let us understand the principles of Islamic Finance and hoof treegewill help in reinstating

equality in the society. Here are a few key principles;

1 Real Economy:The most important factor for an equigagociety is that the economy
should rests on real factors which are quantifiable and stable. The conventional system of
economy rests on paper currency or commonly knoMmac®onal Reserve JFREM
which is created out of thin air as per theiregent, thus leading to sharp volatility.

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
todayds scenarioidchls doasne&tsyhdwne tFIRS lwadc |
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 as pointed out above.

1 Encourages Risk Sharing:Another important concept of Islamic finance is that it
encourages risk sharing rather than risk transferring. The conventional financial system
propagates transfer of risk through interest based borrowing / lending. The adizantage
encouraging risk taking is that the rewards will be linked to sweat and money will not
attract money. Thus creating equal opportunity for everyone in the society. Allocating
capital based on the risk factor shall also streamline the borrowing /desaieg and
also improve the returns and reduce the possibility of nonperforming assets (NPA) as
money will be lent on the basis of the potential of the business and not on the basis of
the person borrowing it. The concern of central bankers and pderg méahe rising
NPAs which threaten to cripple the banking industry and ultimately the economy.
Pulling up bankers for rising NPAs, the Reserve Bank of India Governor Raghuram
Rajaf? said the amount written off by bankers in India in the last fivasysaificient
enough to fund the education of 1.5 million students in the top universities in the
country.

1 Tax on Wealth and Not Income:Today, the problem in the society is of extreme
inequality in wealth and not income. Hence in order to effectivddy ttae rising
inequality, tax should be implemented 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

51Khan Academy (2012, March Zljerview of Fractional ReserveMBariked)from the Khan Academghasite:
https://www.khanacademy.org/econorditgncedomain/macroeconomics/monetasysterttopic/fractional
reservébankingtut/v/overview-of-fractionalreservebanking

52The Times of India (2014, November,R&.j an s | ams b aRekiged fromMheMimesafilmdlig NP AJ s
website: http://timesofindia.indiatimes.com/business/ibdisiness/Rajaslamsbanksfor-hiding
NPAs/articleshow/45277219.cms
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current practice of tax on income robs an individual (agshenfalls in the highest tax
bracket) of his earning of approxi mately
money for which he has worked hard for those three months. Taxing income, including
progressive taxes are of little or no help to curmémace. Daniel Atntdrassociate
professor of economics at New York University says that replacing the income, gift and
estate taxes with wealth tax will help reign in inequality. Islamic finance says that taxing
income leads to accumulation of wealth¢twthie phenomenon is happening today,
whereas taxing wealth will discourage accumulation. Further, it says that taxing wealth
will encourage spending and there will always be money is circulation. At present, it is
exactly the opposite of it. In fact, as ghe Islamic finance principle, the tax rate is mere

2.5 per cent on the accumulated wealth of an individual, after taking care of the basic
necessities. The low rate of taxation will also encourage payment and the cases of tax

avoidance will be relatfiwéow or negligible.
OModi fy interest rates to zero and review ta

Maurice Allais, Noble Laureate in Economics suggested these measures in the wake of
surmounting crisis of indebtedness and unemployment. This is in complatg Wiahmo

Islamic Finance principle of zero interest and 2.5 per cent tax on wealth.

10.0 Conclusion

0So distribution should undo excess and each
William Shakespe?fre

Lookingat the state of the prevalent inequality in wealth in the society, the global economy will
continue to remain unstable. The ever increasing difference between the havesiatisd have

will continue to fuel the global unrest like occupy Wall Street,ataal discrimination

between local citizens and the foreigners in the country, adverse effects on health and social
mobility, poor education and most importantly lack of participation in the economic growth.
Through intense research work on the subjetasimanaged to grab the attention of policy
makers, economists and Nobel Laureates which is a positive signal. The economic downturn of
2008 and the ensuing slower than expected pace of global economic recovery have managed to
bring the subject on ther&ront of national and international debates. This has prompted

53 The New York Times (2012, November T8)Reduce Inequality, Tax Wealth, NoRetwwedrbm The New
York Times website: http://www.nytimes.com/2012/11/19/opinionfeduceinequalitytaxwealthnot-
income.html?_r=1&

54 nequality Quotes. Retrieved from the Inequality Quotes.org website: http://inequality.org/quotes/page/1/
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policy makers to initiate measures like increasing minimum wages, raising the exemption limit on
the lowest strata are the steps in the right direction to curb inequality. But policies like
progressive taxation which is the least effective amongst all measures is the most glorified. Also,
lack of thrust on effective government regulations, all the efforts become fragile and will not be
able to curb the menace. It needs bold measures andlete@werhauling of taxation and
economic system which is based on strong fundamentals. Islamic finance with its core values and
thrust on real economy, encouraging risk sharing and taxing the wealth rather than income is the
need of the hour. Also, Islanfinance will help in eliminating the frequent tremors felt by global
economy and make it more stable and sustainable. The economies which concentrated on the
core aspects which Islamic finance propagates, managed to sail through the recent economic

downurn with minimal impact.
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Impact of Role Satisfaction on Work Life Balance among

employees in a Private Insurance Company

Susen Vargheséd

Abstract

This papguuts forth the framework of Employee Work Life balance and explores the influence
Satisfaction as a factor leading to employee work life balance. Role satisfaction is defined as the
employees like their work. Further the studgtesekse whether the role satisfaction differs with tr
educational background the employees represent. The study involved administration of a question
25 statements on role satisfaction and Gallup 12 statements erbalapteyeeheatkidiy reveals that

training, welfare and salary had no impact on employee work life balance. Organizations need to

to employee development and ebgphayse thali role satisfaction can be improved.

Key WordsRole Siafaction, Work Life Balance, Talent Retention and Management

1.0 Introduction

Todayds organizations have identified and a:«
are consciously investing into developing and retaining them with an intentsan to g
competitive advantage over others in the industry. Due to this, Managements are adopting
various strategies for recruiting, developing and retaining people. In addition to these, efforts are
being taken to create an environment that fosters trushespeand support required for
employees to experience role satisfaction as it is established that satisfied employees create
satisfied customers. In the long run, this environment is required to enhance the state of
satisfaction t o amcanidnprgseaechess haverepbrted im theg studiasl that

engaged employees create far more value to the organization than unengaged employees.

A healthy workplace means a holistic work life and a premise which takes into consideration the
physical, sptual, environmental, intellectual, emotional, occupational and mental health of

employees.

Work-life balance is assisted by employers who institute policies, procedures, actions, and

expectations that enable employees to easily pursue more balandesl pivesuit of workife
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bal ance reduces the stress employeesd exper.
work-related activities and feel as if they are neglecting the other important components of their
lives, stress and unhappiness redldtklife balance enables employees to feel as if they are
paying attention to all the important aspects of their lives.

2.0 Defining Employee Work Life Balance

Clark (2000) defines weftka mi | y bal ance as oOsatisfaction a
home, with a mini mum o-family redeach bas lorfg beercguided loyp . 1
the role stress theory, wherein the negative side of théamdykinteraction has been put

under the spotlight. Recently, the emphasis has shifted towamdedtgation of the positive
interaction between work and family roles as well as roles outside work and family lives, and
scholars have started to deliberate on the essence -tifenMaakance (Jones et al., 2006). For
psychological work life balanttes two major dimensions are emotional and cognitive work life
balance. Emotional work life balance means having good relations with superiors and peers and
experiencing empathy for others. Those who are cognitively engaged are well aware of their
missionand role in their work environment. Harter, Schmidt and Hayes (2002) defines employee
work | ife balance as o0the individual ds invol

wor ko.

A comfortable state of equilibrium achieved between an enspjoieaty priorities of their
employment position and their private lifestyle. Thus, employee work life balance is defined as
the degree to which workers feel role satisfaction and an emotional connection to the success of

their business, resulting in ioyed productivity, innovation and retention.

3.0 Rolesatisfaction as a factor leading to employegork life balance

Role satisfaction is defined as the extent to which employees like their work. Based on
perceptions, an employee develops a positive ativeegttitude towards theiole and
environment . (El'l'ickson, M, 2002) . The more

needs, values or personal characteristics, the greater the delgissisfaction.

Role satisfaction is defined as aapleable or positive emotional state resulting from the
appr ai s mlorwléexpemercésgLocke & Henne, 1986).

Only a satisfied employee can become an engaged employee. Satisfied, loyal and productive
empl oyees creat e anlinu wrn redtlis ptintaglye feoid dighsgaality s f a ¢

support services and policies that enable employees to deliver results to customers. Hence, it is
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necessary to match ttade with the career goals of an employee so that he or she experiences

satisfaction ith therole

4.0 Rationale for the study

In the present competitive world, employees can experience frustration in the event of
performance failure. So managers are always concerned with identifying ways to boost morale,
increase productivity and gain petitive advantage. To support this view, Towers Perrin has
found that companies witbbust work life balance environmbabsted operating income by

19%. Watson Wyatt reported that companies with highly engaged employees experienced 26%
higher employeergductivity, lower turnover risk, greater ability to attract top talent, and 13%

higher total returns to shareholders over the last five years.

In the Iight of the above findings theaWMagement of the Private Insurance Company (the
organizatiorunder stdy) wanted to know the level ie satisfaction among their employees
and the extent afiork life balancamong them so that further improvements could be made to

the existing HR activities.

5.0 Objectives of the study

1 To study the impact oble satisfaction on employeerk life balanceamong employees
in the company.

1 To know whether thele satisfaction factors differ witte educatioal backgrounthe
employees represent.

6.0 Literature Review

Employee work life balance and role satisfaction and theireiat®nships have been
researched extensively from the academic an

here to highlight a few of the studies to support the present study.

The 2013 survey conducted by Glassdoor for Top 25 companies for work life balanee, on a 5
point scale (Ratings based onpmift scale: 1= very dissatisfied, 3=OK and 5=very satisfied)
reported that often employees report flexible schedules, the optiork totowohome, and

having managers that understand life outside of work as benefits contributing to a healthy work

life balance. Such has been the outcry for work life balance that Facebook which ranked in the
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top 25 every year till 2012 was missing inth@G@sdoor s third annual

Companies for Workife Balance.

It is generally agreed that wbrk f e bal ance 1 s i mportant for &
being, and that high selteem, satisfaction, and overall sense of harmony canlifee

regarded as indicators of a successful balance between work and family roles (Clark, 2000; Clarke
et al., 2004; Marks and MacDermid, 1996).

However, there is a lack of consensus on howlifetialance should be defined, measured,

and researchednd thus, the theorizing of what constitutes Jdiferbalance, how it develops,

and what factors enable or hinder it, is still in progress (Grzywacz and Carlson, 2007; Jones et al.,
2006; Voydanoff, 2005). Greenhaus et al. (2003) have also questioseléetiaent
assumption that wofflamily balance always leads to favorable outcomes since according to them
this is an empirical question which has not yet been firmly answered due to miscellaneous

definitions of woramily balance.

Meanwhile, according Marks and MacDermid (1996), role balance is not an outcome but
rather oboth a behavioral pattern of acting
cognitivea f f ect i ve pattern of organi zing oneds
MacDernmd, 1996, p. 421). Specifically, according to Marks and MacDermid (1996) there are two
ways to engage multiple roles; as either positive or negative role balance. Positive role balance, in
Mar ks and McDermi dods t heor y to(the fendenByaa emgaget a n ¢
in every role with equally high effort, devotion, attention and care, whereas negative role balance
refers to the tendency to engage in roles with apathy, cynicism, low effort and low attentiveness.
Many studies aimed at idemtifywhat contributes to satisfaction have revealed that situational
context (eg. Supervisory support) as a cause of satisfaction and has arguedadthat high
performance work practices and a positive working climate foster employee satisfaction (Bowen
& Ostroff, 2004; Wright, Dunford & Snell, 2001).

A recent March 2014 HBR article 6Manage yourl
executives worldwide, wherein it was observed that, senior executives discovered through hard
experience that prosperiigtheir level is a matter of carefully combining work and home so as

not to lose themselves, their loved ones, or their foothold on success.
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7.0 Research Methodology

The present studseekgo determinghe impact ofole satisfaction factors on employemk

life balancevas done in a Private Insurance company loc&8edaity Gujaral.he organization

had 12Gull timeemployeewithin the zonal area of Sumit of which 100 were male and 20

were femalemployeesFor the purpose of the study 30 neatgployees were selected using
systematic sampling technique. A questionnaire was prepared with 25 staternénts on
satisfaction and Gallup 12 statements on emplay&dife balancelherole satisfaction sub

scale was pretested for its reliabilityasmnalpha score of 0.76 was obtained. This questionnaire
was used to collect primary data from 30 respondents through a survey. The data collected was
subjected to correlation and regression analysis to satisfy the first objective of the study. An
independnt samplestest was used to satisfy the second objective of the study. Based on the
results suitable suggestions are given to improve enngdyéee balanckevels.

8.0 Limitations

1 The time allotted to conduct the study was seven days and heyeresargle could

not be selected.
9 Certain factors suas Work environment and orgaitian culture were not considered

for this study.

9.0 Findings and Discussions

Correlation and regression analysis has been used to find the implactadisfactioron

employeevork life balance

Correlation analysis:

Role satisfaction Employee work life balance

Role satisfaction 1.000 0.60%**

Employee work life balancg 0.60x* 1.000

Tablel: Table showing correlation between Rokatisfaction and Employee work life balance

The above table indicates tRateSatisfaction is related with emplayekk life balanceith R
value of 0.601 (p< 0.01). This means that there is 60.1% relationship roéd\gagsfaction
and employeeorklife balance

1**Correlation is significant at the 0.01 lev&i(@d)
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Regression analysis:

Dependent variable: Employeerk life balance

Independent variable R2 Beta t Sig F Sig

Like the role 0.211 | 0.459| 2.735| 0.011| 7.481| 0.011
Benefits 0.305 | 0.552| 3.501| 0.002 | 12.259| 0.002
Cooperation 0.159 | 0.399| 2.302 | 0.029| 5.298 | 0.029
Team 0.157 | 0.396| 2.284 | 0.030| 5.215| 0.030
Company policies 0.230 | 0.479| 2.888 | 0.007 | 8.343 | 0.007
Recognition for performance| 0.159 | 0.399| 2.301 | 0.029 | 5.295| 0.029
Annual performance feedbaq 0.224 | 0.473| 2.844 | 0.008 | 8.086 | 0.008

Table2: Table showing Regression between Factors of Role satisfaction and Employee work life balance

The above table shows that certain factorsl@$atisfaction have had an impact on employee

work life balance

The most importarfactor was the benefits offered to employees (Beta = 0.552, p < 0.05) that
had an impact of 30.5% on employeek life balanceln their compensation package, the
respondents had a sizeable percentage as financial incentives associated with performance
targets. The amount was commensurate with the targets of performance. The respondents were
satisfied that these incentives wergar with that offered by competitor companies in the

Suratregion.

Fair treatment by the management invokes trust from the employees. Sound company policies
and their proper implementation provided confidence to the respondents that they would not be
dicriminated. This was found in the form of extent of impact of 23% on emptokelde
balancé€Beta = 0.479, p < 0.05)

Annual performance feedback had an impact of 22.4% on emyoydiée balancé Beta =

0.473, p < 0.05). From the respondents st wralerstood that achievable performance targets

are fixed and their performance is regularly reviewed by the superior who gives feedback and
continuous guidance. This has given them a sense of satisfaction and assurance of growth

opportunities in the futa.

The role itself has been a source of satisfaction for the employeamleltentent is so
designed to provide challenge to the employees which motivate them to utilize the existing talent
to the maximum. The respondents have indicated that thie hde they do and this had an

impact of 21.1% on employeerk life balancBeta = 0.459, p < 0.05).
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Cooperation at work from other depart ments
achievement more rewarding. The respondents opined that cowopfend was always
available during crisis situations. Supportiwodaers hee helped them in developing a feeling

of belongingness to the orgaion. This factor of eoperation has an impact of 15.9% on
employeevork life balanc@Beta = 0.399, p €.05).

Similarly, the factor recognition from superior had an impact of 15.9% on empt&ylde
balancdBeta = 0.399, p < 0.05). According to the respondents, superiors have shown trust on
the employees® potent i al . reclatioa for havingachieded the i me |
targets in time. Many respondents have been recipients of rewards for exceptional performance.

Teamwork among peers has had an impact of 15.7% on emuidydiée balancéBeta =
0.396,p<0. 05) . The nat umleissach that they worleirdipiduallyg reosttofs 6
the time. Whenever a team is formed, every team member contributes to team goals. Peer

support has contributed to employee satisfaction.

The other factors such as tmag) long term welfare and salary had no influence on employee

work life balance the present study.
Independent samples test:

Education as a variable influendRade satisfaction has not been reported so far in previous

research on Employ®@éork life balance

Factors of Role satisfaction Education N Mean SD SE Mean

Like the role Graduate 18 | 4.0556| 0.5393 0.1271
Post Graduate 11 | 4.0000{ 0.7746 0.2335

Benefits Graduate 18 | 3.8889| 0.8324 0.1962
Post Graduate 11 | 4.4545| 0.5222 0.1575

Cooperation Graduate 18 | 3.6667| 0.7670 0.1808
Post Graduate 11 | 4.6344| 0.5045 0.1521

Team Graduate 18 | 3.9444| 0.6391 0.1506
Post Graduate 11 | 4.0909| 0.7006 0.2113

Company policies Graduate 18 | 3.7222| 0.7519 0.1772
Post Graduate 11 | 3.9091| 0.7006 0.2113

N Graduate 18 | 3.7222| 0.8264 0.1948
Recognition for performance | 5, s aquate | 11 | 3.6364| 0.8090 | 0.2439
Annual performance feedback Graduate 18 | 3.6111| 0.8498 0.2003
Post Graduate 11 | 3.8182| 1.0757 0.3252

Table3: Table showing Mean values of Rdadatisfaction factors
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. ' Iéqia\{itsor;‘ \(ja?iasnce t-test for Equality of Mean
Factors of Role satisfaction _ Sig.

F Sig. | df | (21tailed)
ke the ole nequal| 1696 | 0208 | 655 | 15477 oms7
Benefits Eﬂ‘éﬁhm 0.42L | 0522 | 20| 26047 0,033
Cooperation Eﬂ‘éZLa| 1680 | 0206 | 1 oal 26776 0.000
Team Eﬂ‘é‘é‘hm 0.179 | 0.676 :8:222 1;;52 81??3
Company poliies nequal| 314 | 0580 | 96a] 25470 0205
Recognition for performance Eﬂgzlual 0.027 0.871 ggg 212.€7543 8;22
Annual performance feedba| LEJﬂléglual 0.194 0.663 8212 172;40 8ggg

Table4 : Table showing Meawalues of Role satisfaction factors

The above table shows the results of the Independent satesie®rt variance irole
satisfaction factors with education of the 1
the two variances did not diffemsfigantly. The p values of the t test of alktthesatisfaction

factors except Cooperation are more than 0.05. The mean values of the respondents for each of
therole satisfaction factors did not differ significantly. From the table it can be cbtiwtide

there is no difference between the graduates and postgradoésatisfaction factors. In the

case of the factor Cooperation, the p value of the t test is less than 0.05. This means that the
mean value of graduates (M = 3.6667) differs cagntifi from the mean value of post graduates

(M = 4.6364). This difference is attributed to the positions occupied by these respondents. An
observation into this aspect revealed that senior managers in various departments were

postgraduates who were ndenfapproached by the junior executives who were graduates.

10. Implications

The study revealed thate satisfaction has an impact on employesk life balancen the

Private Insuranc€ompany studied. The results reinforced the need for the presence o
supportive superiors who would recognize and guide their juniors at workplace. Company
policies that are well written and implemented without bias is an important element in enhancing
employeavork life balanceA challengingole which can utilize thenused potential of the
employees can provide a sense of satisfaction to the employees that will lead taverkployee

life balance
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11. Suggestions

The study revealed that training, welfare and salary had no impact on ewopkoyiée

balance The company management has to give importance to employee development and
employeaveltbeing so thatole satisfaction can be improved. Since majority of the employees

are in the middle age group, they may be facing problems of career plateau. Atsh@tpoint,

term training programs to enhance the skill level, new work methods can help these employees

feel encouraged to continue in their work.

The basic pay can be revised based on the complexityaéstiie the current scenario. This
can provide a semsf pride to the employees that tha@eis of importance to the orgasiion.
The management can survey the industry to know the prevailing rates for all grades of

employees.

In addition to the above, twaay communication can be encouraged betwesapieors and
junior employees through regular meetings. This can iron out misunderstandings in the

workplace. These meetings can also help clarify core values and goals of the organization.

The superiors can use performance feedback sessions to egheeceahievements of their
subordinates to boost their feelingwnafrk life balancdt will also help in strengthening the

relationship between the superior and the subordinate during work.

12. Conclusion

Role satisfaction is key émployeework life alance todayd B a | semmogeg s perform
exceptionally well in theimles The present study revealed that factors sucheabenefits,
recognition, cooperation, fair treatment, sound company policies, team spirit and performance
management systenmoanhanceole satisfaction in employees which will lead to employee
work life balanc@he presentvork life balanckevels can be maintained and enhanced when the

management takes care of employee development gvelvgell
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Analysing the Impact of Cost and Credit Facility
on the Use of Solar Water Heaters
Anupamaa S. Chavan

Dr. Madhav N. Wellingx

Abstract

Solar energy is a very large inexhaustible, clean ardeyperSstaremefgy could supply all the presen:
and future energy needs of the world on a continuing basis to achieve Sustainable Developme
Heaters turn cold water into hot water with the help of sun rays. Governmentivdndighprovides inc
form of credit/loan facility to buy Solar Water Heaters since they are costly as compared to an
heater. This research paper attempts to investigate and study the significance of cost and credit/Io

use of Soldater Heaters.

Key Words.Energy Resources, Solar Energy, Sustainable Development, Solar Photovoltaic Energy, Sol
Energy, Solar Water Heater

1.0 Introduction

Energy is an important resource and one of the driving forces behind econonss. progre
Energy becomes an inevitable component for economic development as also for improving and
maintaining the quality of life. Recent developments in energy markets show that energy security
concerns are becoming more acute. These include a tightenedngigyasupply/demand

balance, soaring energy prices, growingpajigioal risks, and the emerging tendency of
nationalism. The world is facing a twin energy related threats, that of not having adequate and
secured supplies of energy at affordable prnidesf environmental harm caused by consuming

too much of it. Soaring energy prices and recesogjgcal events have reminded us of the
essential role affordable energy plays in economic growth and human development as well as of

the vulnerability ahe global energy system to supply disruptions.

Yet the current pattern of energy supply carries the threat of severe and irreversible
environmental damag@eincluding changes in global climate. Reconciling the goals of energy

security and environmentab{ection requires strong andardinated government action and a
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favourable consumer attitu@e8 leaders meeting with the leaders of several major developing
countries and heads of international organizations including the International Energy Agency

(¢ EA) at Gleneagles in July 2005 and at St.
on alternative energy scenarios and strategies aimed at a clean, clever, and competitive energy
future. 6 This paper st udinesonsaahd suggdste whe solarr gy
energy should be used and it tries to find out the impact of cost and credit/loan facility on its

use.

2.0 Objectives
This paper includes the following objectives:

1 To be acquainted with the different types of Energy Resource
To comprehend Solar Energy and its types.

1 To find out the response of buyers/prospective buyers towards the cost of Solar Water
Heaters.

1 To find out the response of buyers/prospective buyers towards Credit/Loan facility
available to buy Solar Water ldesat

1 To determine whether Cost and Credit/Loan facility has significant impact on the use of
Solar Water Heaters.

3.0 Different types of Energy Resources

There are basically two sources of energy: Renewable aRdnisaable. Renewable energy
sources carelreplenished in a short period of time they are; Biomass, Hydropower, Geothermal
power,Wind powerand Solar energyon-Renewable energy resources are those which cannot

be readily replaced by natural means on a level equal to its consumptioripetigpledin),

Natural gas, Coal and Nuclear energy. Every nation in the world has to think of alternative
energy resources. As the development of any nation depends on the availability of energy
resource, it has to make sure that it is available anchis sustb|l e i n natur e.
economic growth as stated by National Productivity Council is about 8% to 9% per year, which
is causing a lot of stress on commercial energy resources, most of which are from fossil fuels. It
is a welknown fact that imeased use of fossil fuels is causing detrimental effect on the
environment due to more greesuse gas emissions in the form of carbon djosudiehur

di oxide and nitrogen oxide. |l ndi ads proven

consistingof mainly low grade coal. It may last for not more than 200 years. Known oil and
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natural gas reserves may last only for about 18 and 25 years respectively. India imports nearly
70% of oil requirement, with rising prices of crude oill, it is eating ug poldign of export

earnings.

If we compare the options available in renewable energy resources we have following options:

1 Biomass has environmental implications and its use is being examined after taking into
consideration the biodiversity and polluteffect aspects. Though Biomass is a

renewable fuel its use can still contribute to global warming.

1 Hydropower plants installed to generate electricity also create problems like human
displacements and are damaging the ecosystem. Environment conceires effexis

of reservoirs may prohibit development of hydropower.

1 Geothermal energy is derived from fluids drawn from deep inside earth which carry a
mixture of gases with them, notabfrbon dioxideand hydrogen sulphidé/NVhen
released to the environment, these pollutants contrilgledéd warmingcid rainand
noxious smells in the vicinity of the plant. In addition to dissolvedngasester from
geothermal sources may contain trace amount of dangerous elements such as mercury,
arsenic, and antimony which, if disposed of into rivers, can render the water unsafe to
drink. Construction of the power plants can adversely affect laitity Stakthe
surrounding regiofznhanced geothermal systeas triggeeartiguakess part of the
hydraulic fracturingrocess. The project Basel Switzerlandvas suspended because
more than 10,000 seismic events measuring up to 3.4Richtiee scaleccurred over
the first 6days of water injection.

1 Wind energy requires a large area of land to install wind turbines; again the intensity of
the wind also fluctuates. Studies in UK have shown that if on shore turbines are placed in
a straight line then an increased risk of asody modulation can occur which can

result in noise nuisance to the nearby residents.

1 Solar energy becomes a very good choice, reason being that it is freely available
everywhere and it is a clean and quiet source of energy without any greenhouse gas
emssions thus avoiding global warming. At night when there is no Sun we are required
to use the energy generated and stored during the day. The use of solar energy products
are not much though they have good utility, high cost of installation makes diuese pro

expensive.
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4.0 Whatis Solar Energy?

Energy of the Sun has been used ever since humans existed on this planet. As far back as 5,000
years ago people worshipped THE SUN, ORado, t
Egypt. In Mesopotamia, t&ein God, Shamash, was a major deity and was equated with justice.

In Greece there were two Sun deities, Apollo and Helios. The influence of the Sun also appears
in other religions- Zoroastrianism, Mithraism, Roman religion, Hinduism, Buddhism, the
Druidsof England, the Aztecs of Mexico, the Incas of Peru, and many Native American tribes.
Sun is an important star of our planet. Without it, life would not exist on this earth; we use the
Sunds energy every day i n mangdewdyihtheSamt wa)
we are using the &diyndaurchlthes.tPlartsaise dhe sunligheto maker k
food for them. Animals eat plants for food. Thus Sun becomes an important component for
living beings. Fossil fuels such as coajmullnatural gas are also formed due to decaying of
plants hundreds of millions of years ago due to sunlight. Indirectly the Sun or other stars are
responsible for all our energy. Even Nuclear energy derived is from a star because the uranium
atoms used inuclear energy were created from the deposits of an explodedv&tamhus

Sol ar energy i.e. energy derived from Sun,
world when the conventional sources of energy i.e. coal , oil, natural gastiageadeptsme

needs to seriously think about the-nonventional sources of energy which are renewable and

also help in sustainable developm8nstainable development was defined by the United
Nations World Commission on Environment and Developmentein ti 9 8 7 0 s Brund
R e p o r thosgatks ofosocial, economic and political progress that meet the needs of the pres

compromi sing the ability of future generatio

Thus Solar energy being a wonventional source ohe&rgy can be one of the renewable

energy sources which is received free of cost from the Sun; becomes important and inevitable.
Solar energy can be used in the following two ways:
Solar Photovoltaic Energy (Light energy):

It is the direct conversion stinlight into electricity. Sunlight is converted into electricity using
photovoltaic or solar cells. Photovoltaic (PV) cells areaeduictor devices, usually made of
silicon, which contain no liquid, corrosive chemicals or moving parts. They protlictty ale

long as they are exposed to light. They require little maintenance, do not pollute environment
and they operate silently, thus making photovoltaic energy the cleanest and safest method of

power generation. Through the solar photovoltaic recite, home lights, solar street lights,
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solar generators, solar lanterns, solar traffic lights, solar road studs, solar blinkers and so on are

the most common devices and systems that are being widely used.
Solar Thermal Energy (Heat energy):

It is a techology for harnessing solar energy for thermal (heat) energy. Solar thermal collectors
are flat plates generally available as low, medium or high temperature collectors. Low and
medium temperature collectors are generally used for water heating fdralresidkn
commercial purposes. High temperature collector concentrates sunlight using mirrors or lenses
and is generally used for production of electric power. Solar thermal energy can also be used for
water heating, air heating, cooking, drying of agradwhd food products, distillation of water,

water purification, and detoxification of waste, cooling and refrigeration, process heat for

industry and electricity generation.

5.0 Solar Water Heaters (SWHSs)

India being a tropical country is blessed valdr £nergy in abundance at no cost. The solar
radiations incident on the surface of the earth can be conveniently utilized for the benefit of
society. One of the popular devices that harness the solar energy is Solar Water Heating System
(SWHS). A solarater heater consists of a collector to collect solar energy and an insulated
storage tank to store hot water. The solar energy incident on the absorber panel coated with
selected coating, transfers the heat to the riser pipes underneath the absofier patet.

passing through the riser gets heated up and is delivered in the storage tesikculagore of

the same water through absorber panel in the collector raises the temperatu@ to 80
(Maximum) on a good sunny day. The total system withceti&tor, storage tank and
pipelines is called solar hot water system. Broadly, the solar water heating systems are of two
categories. They are ©O6closed | oop systemd
exchangers are installed to protectytbiem from hard water obtained from bore wells or from
freezing temperatures in the cold regions. In the other type, thermosyphon or forced circulation
system, the water in the system is open to the atmosphere at one point or the other. The
thermosyphon syems are simple and relatively inexpensive. They are suitable for domestic and
small institutional systems, provided the water is treated and portable in quality. The forced
circulation systems employ electrical pumps to circulate the water througts @ik storage

tanks. The choice of system depends on heat requirement, weather conditions, heat transfer fluid

quality, space availability, annual solar radiation, etc. The SWH systems are economical, pollution
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free and easy for operation in warm caesiiike India. Based on the collector system, solar

water heaters can be of two types:
Flat Plate Collectors (FPC) based Solar Water Heaters:

The solar radiations are absorbed by Flat Plate Collectors as seen in Figure 1, which consist of an
insulatedouter metallic box covered on the top with glass sheet. Inside there are blackened
metallic absorber (selectively coated) sheets with built in channels or riser tubes to carry water.

The absorber absorbs the solar radiations and transfers the he&windpevéter.
Evacuated Tube Collectors (ETC) based Solar Water Heaters:

In Figure 2, we see Evacuated Tube Collector, made up of doublerteyieralte glass tubes
evacuated for providing insulation. The outer wall of the inner tube is coated with selective
absorbing material. This helps absorption of solar radiation and transfers the heat to the water
which flows through the inner tube.

Figurel : Source: Ministry for New & Renewable Energy, Government of India

Figure2 : Source: Ministry for New & Renewable Energy, Government of India

6.0 Review of Literature

Vipradas (2001) Renewabléxroducts and Marketempilation of papers edited by him states

that wide acceptance in the society regarding thinikéges among environment, poverty, and
sustainable development forces our attention to technological solutions that address the needs of
today withoutpoduci ng any negative externalities.

energy technologies) have gained immense popularity. The editor further emphasizes that
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technology and installations have to be provided with due regard to replicatiogratidnnte

into longterm development strategies. This, in turn, necessitates the spread of these
technologies through market channels requiring the provision of a maintenancesarek after
servicing infrastructure. A paper presentgshtiyKumar on Solapond technology states that

solar pond technology is one such renewable energy option that offers vardfiestocest
enduses without endangering the environment. Salinity gradient solar ponds in suitable locations
are essentially lesost solar colléars with integrated storage and, hence are potentially cheaper

alternatives to flat plate collector system

International Energy Agency (IEA), (200&rld Energy Outlpaklished by, IEA which is an
autonomous body established in November 1974 withirathework of the Organization of
Economic Ceoperation and Development (OECD) to implement an international energy
progr amme. | EA ai ms at I mproving the worl d
increasing the efficiency of energy use. It basicadlyestrmore on how to improve system for

coping with oil supply disruptions. The book states that the world is facing twHrelaszdy

threats; that of not having adequate and secure supplies of energy at affordable prices and that of
environmental harroaused by greenhouse gas emissions by consuming too much of it. The
current pattern of energy supply carries the threat of severe and irreversible environmental
damageincluding change in global climate. It also states that reconciling the goaly of energ
security and environmental protection requires strong -@ndicated Government action and

public support. Thus IEA stresses more on the use @ camventional use of energy resource

thus solar energy being one of them becomes inevitable.

The EnergyResource Institute i.e. TERI, (20&nergy Data Directory yeastatmskthat PV
(photovoltaic) technology was initially dev
reliable power for satellites. Companies began to offer PV technologyferaahapplication

in the mid 1970s. India has a PV manufacturing history of more than two decades. Production
of SPV (solar photovoltaic) cells has grown at an average rate of 28%per annum during 1996
2005, while solar module manufacturing has grommaterage rate of 30% during the same
period. The SPV systems are being promoted in India primarily for rural and remote
applications. A 2.9MW system based on SPV is feeding power to the grid. The decentralized
systems are solar power plants, with muotg,ggolar home lighting systems, solar lanterns, and
solar street lights. However in terms of contribution, the percentage of total amount of electricity
generatechilndia is very small owing\ery small installed capaéitgbout 87MW compared

to total power generation capacity of 12,736 MW. The target for EleventhyEarePlan

period, that is till 2012, is to add about 50 MW of SPV systems (includesdrattantf grid
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connected SPV systems). Financial assistance is provided as per tms prodesi various
schemes by Ministry for Non Renewable Energy (MNRE)

Pandey, (2007) in the book titlEdyironmental Managetagsd in the chapter on Renewable
Energy Resources, that energy potential of a nation has direct correlation with goaribmic g

and prosperity. The stage of development is well reflected by the per capita energy consumption
of a country. The deepening energy crisis, with which the world community is confronted, has
led to the formulation of an energy policy framework withiohwthe rate of growth and

pattern of energy consumption could be regulated. In this context, a transition may be
considered necessary. The required transition is to shift from fossil @mdneavable sources
suchaspetroleum, coal, and uranium toeneable energy sources. Thus solar energy will play an

important role in managing various energy related problems.

Uberoi, (2007) in his book &nvironmental Managetaged that, Energy is an essential need

for human existence. There is shortage ofjermkre to fast depletion of fossil fuels and the
increase in demand for energy due to the increase in population and the growth of industry. The
energy demands are increasing while conventional energy sources are diminishing at a much
faster rate. The nigj energy demand has resulted in the setting up of more power plants which
are based primarily on fossil fuel (coal, oil, gas). The fossil fuels based plants not only emit green
house gases like Carbon dioxide,J®Ot also generate-fgh which is dangeis to human

health. Hydro plants have also been installed to generate energy but these plants also create
problems like human displacement and are damaging the ecosystem. The nuclear option comes
with its own set of problems. Uncertainties surroundéngatfiety and economics of radioactive

waste disposal and decommissioning remain. The recent mishap at Tokaimura, Japan shows that
the danger of a nuclear accident is still very real. The use of biomass again should be equated
with rate of consumption. These of solar energy can be another very good option for
renewable energy resource. It is freely available and a very clean and quite source of energy
generation. The author further states that the Government at the centre and at the State level and
their aencies should become proactivexvis environment. The environmental problems

cannot be tackled without a sound proactive policy by the Government. Intervention of the
Government is required on continuing basis and not ortinmmelegislation and its
implementation. Corporate behavior can be regulated or altered through state policies. The
policies of Government can shape the role of companies and that of the managers for the larger
interest of society. The corporate world in India, under new econdeniofdiberalization and
globalization has to increase its share of world trade and in this effort one major impact of rising

trades would be on environment and resources. The business world internationally has begun to
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acknowledge that environment &yplg an important role in all facets of business. A survey by
Mckinsey and company reveal ed t hat : (1) 9
top management priority; (2) 35% CEOOs belie
anticipé&e impacts of environment on business. Thus environment management is gaining a lot

of momentum in todayds corporate worl d.

Very less has been found and done in the area of solar energy products. Thus there is not much
literature available for the review.

Solar water heating is now a mature technology. Wide spread utilization of solar water heaters
can reduce a significant portion of the conventional energy being used for heating water in
homes, factories and other commercial and institutional estabisimtenmationally, the

market for solar water heaters has expanded significantly during the lasttiecadee

compares the cost of conventional electric water heater with solar water heater, there is huge
difference in the cost. The cost of 100 Litee Day (LPD) solar water heater is somewhere
around Rs. 15,000 to Rs. 18,000 but a 2.5 litre electric water heater costs somewhere around Rs.
3,500 to Rs. 4,000 only. When we calculate thmgayeriod of solar water heater it comes

out to be for thred¢o four years after which the usage of solar water heaters is free of cost and
there are no utility bills.

Government provides CreddAn facility at 5% interest for buying solar energy proéisigier

IREDA (2013)[Online],6 | ndi an Re n e waopnept Ademcy kingitgd (IREDA)

was incorporated on 11th March, 1987 as a Public Limited Government Company under the
Indian Companies Act, 1956 and it promotes, develops and extends financial assistance for

Renewable Energy and Energy Efficiency/CortgamnRrojects.

T Il REDA has been notified as a OPublic Fin
Companies Act, 1956 and registered asBdoking Financial Company (NFBC) with
Reserve Bank of India (RBI).

T | REDAds mi ssi on pasticipan frismdly ard cqmipetitives iestitutiong
for financing and promoting sslistaining investment in energy generation from
Renewable Sources, Energy Efficiency and Environmental Technologies for sustainable
development.

1 One of the main objectivesIBEDA is to give financial support to specific projects and
schemes for generating electricity and / or energy through new and renewable sources

and conserving energy through energy efficiency.
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7.0 Research Methodology

This research paper tries to fowdt, the impact of cost and credit/loan facility on the use of

solar water heaters among people of Mumbai, India. The study was conducted in the city of
Mumbai and its suburbs. Data was collected through personal interviews, telephonic calls, and
emails. Qestionnaire was distributed amongst eighty six respondents out of which seventy were
considered complete. The respondents were questioned regarding the awareness about cost and
credit/loan facility for solar water heaters. They were asked to ratspbesaen a five point

Likert scale ranging from Strongly Disagree (1) to Strongly Agree (5). Respondents consisted of
Private Residential Owners,-@perative SocietieNew constructions, Hospitals, Industries,

Hotels, Education Institutions, Publidglities, Places of Worship, and Recreation Centres.

8.0 Scope and Limitations of the Study

This study is restricted to the city of Mumbai and its suburbs. The study focuses only on Solar
Water Heaters, other solar products such as Solar Lanternsw8dkns] Solar LED Lights,
etc are excluded.

Only two factors, i.e. cost and credit/loan facility which influenced the use of Solar Water
Heaters was taken into account for this study, other factors which might influence the use of
Solar Water Heaters Bu@as Product Availability, After Sale Service and Government

Incentives/Subsidies etc. are not considered.

9.0 Hypotheses of the Study

Ho, : There is no significant impact of high cost of installation on the use of Solar Water

Heaters.
H. : There is signidant impact of high cost of installation on the use of Solar Water.Heaters
Ho, : Credit/Loan facility has no significant impact oruteef Solar Water Heaters.

H. : Credit/Loan facility has significant impact onutbe2 of Solar Water Heaters.
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10.0 Findings

The analyses of the data collected were done Mader Whitney Wilcoxon Test and
accordingly interpretations/conclusions were mBalglel shows the number of users and non
users of solar water heaters. It can be noted that among seventymsspolydeleven were

using solar water heaters, fifty nine respondents did not use them.

Users Response Frequency Percentage
YES 11 15.71
Solar Water heater NO 59 8429
Tablel: Number of Users and Non Users of Soldater Heaters.
Particulars Yes No Donot
Inauirv about the cost Frequency 37.00 | 32.00 1.00
quiry Percentage | 52.86 | 45.71 1.43
Frequency 49.00| 7.00 14.00

High cost Percentage | 70.00| 10.00 20.00

Frequency 16.00 | 10.00 44.00
Percentage | 22.86| 14.29 62.86
Frequency 50.00 | 12.00 8.00

Percentage | 71.43| 17.14 11.43

Table2 : Awareness about High Cost & Credit/Loan Facility for Solar Water Heaters

Avalilability of credit facility

Buy if credit facility is available

From Table2 one can observe that only 52.86% of the respondents inquired about the cost of
solar water heaters, 70% respondents were aware about its high cost. Only 22.86% of
respondents were aware about the availability of credit/loan facility; 14.29% saill that suc
facility does not exist and 62.86% respondents did not know about it. 71.43% respondents
agreed that they would buy solar water heater if credit/loan facility is provided, 17.14% refused
to buy solar water heater even if credit/loan facility is praudetil.43% respondents did not

know whether such incentives would make them buy solar water heater.

Solar Water Heaters
- Non- p-value Z- - .
Particulars | Buyers Ignorant @) Statistic Decision Conclusion
There is NO
Accept Significant Differenc
Cost is high 11 57 0.8825| -0.1478 H between USER ar
° NOT-IGNORANT
NON USER
There is Significal
Credit/Loan Difference  betwee
facility is 11 57 0.001 | -3.2996 | Reject H| USER and NOT
available IGNORANT NON
USER

Table3: Mann WhitneyWilcoxon Test Result
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From the Table 3, it can be seen that, out of seventy respondents, eleven were users and fifty
seven were nemsers, who are aware (fagmorant) of the solar water heaters and two were

totally ignorant about the solar water heatespdRses of totally ignorant were not included.
Following conclusions are made using Mann Whitney Wilcoxon Test:

COST:

We accept:

Ho, : There is no significant impact of high cost of installation on the use of Solar Energy

Products.
High cost of solar wat heaters does not significantly affect its use.
(p-value=08825.
CREDIT/ LOAN FACILITY:
We reject:
Ho, : Credit/Loan facility has no significant impact on the use of Solar Energy Products.

Stronger the agreement with BASUMAYTHORBHELI TY O
PURCHASE OF SOLAR WATER HEATERSO® higher i s
value=0.001).

11.0 Recommendations

From the analyses of data one can interpret that though the cost of solar water heater is high it
will not significantly affedisiuse. Availability of Credit/Loan facility will help the prospect to

buy and use this product. Majority of the respondents in Mumbaiovexe@are of Credit

/Loan facility. Prospects are to be made aware of the Credit /Loan facility available o buy thi
product. The banks and financial institutions can play an active role in promoting the availability
of Credit/Loan facility. The manufacturers/suppliers should inform the prospects about it.
Heavy promotion about the credit/loan facility has to be nfdeFinance Ministry and
Reserve Bank of India (RBI) will play an important role in this regard; various Qualitative and
Quantitative measures can be used by them through Commercial banks to attract more and more

people to use solar water heaters.
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Determining Historical Volatility in Emerging Markets using
Advanced GARCH Models

Bhaskar Sinh&

Abstract

This paper models the volatility presenticaltheturissoin the stock of the two major national indices c
India. Sensitive Index or Sensex related to Bombay Stock Exchange (BSE) and Nifty associated w
Stock Eghange (NSE). The objetdivedghe phenomena of volatilitgygclustepersistesteck

using asymm@ARCH family of models. Research showed that EGARCH model successfully mot
Sensex (BS#gta whereas it is-GARCH which was able to explain conditional variance in the returr
from Nifty (NSE).

Key Words: Sensex, Nifty, EGARCH Model, GARCH family of Models

1.0 Introduction

An efficient market is one which fully and instantaneously reflects all available relevant
information in the share price. According to (Fama, 1970), there are three forms of market
efficiency based on the information dissemination. Thesedfareak form, senstrong form

and strong fornd have been tested in various equity markets, both in developed and emerging
markets. However most of the studies have attended to the weaK &ffitiemcy which

proposes that current stock prices reflect all information contained in past stock prices. This
implied that no investor can consistently earn abnormal returns from trading based on historical

prices.

The weak form efficiency hypothdsas been tested in developed markets in abundance. For
example, (Fama965) did it for U.S., (Drydetn70) for U.K.(Andersen & Bollerslev, 1997)

for 8 European markets. Also, (Conrad & Juttner, 1973) for Germany, (Jennergren & Korsvold,
1975) for Norwya and Sweden. Similarly some of the Asian markets were also taken under
study, such as (Lawrent®86) for Malaysia and Singapore. These studies provided
inconclusive results. The developed markets, e.g., U.S and some European markets were foun

to be weak form efficient. However, evidence from emerging markets indicated rejection of the
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weak form of hypothesis. Can we say that the returns in such markets followed predictable

trends?

Besides efficiency, it is the volatility prevailing in thketmahich influences the return
distributions. The issue of volatility has gain prominence in the emerging markets like India as
they move towards a trading scenario which aims to restrict the return distribution within

resistance level.

Date/month/year Landmarks

03Nov-94 Electronic trading incorporated in NSE
13Dec94 Ban on "badla" in Indian market

Mar/Jul 1995 Electronic trading commences in BSE
17-Junr95 Circuit filter system adopted by NSE
05-0Oct-95 Ban on "badla" revised

Apr /Nov 1996 NSCC & NSDL (Depositories) commences their operation
1999 Securities Law amended to enable derivatives trading
Dec99 Rolling settlements system introduced

12-Jurr00 Start of equity index futures trading
04-Jut0l Equity index options tradimpmmences
02-Jul0l Carry forward trade was abolished

Tablel: Major Landmarks which impacted stock market during the time period of the study

Volaility of returns in India became more prominent due to same crigs which
chdlenged the trust and odinterestd of the smdler investors and raised same microgructure

iSSies.

Year Events (stock market crisis) . Ml
involved (INR)

1992 Harshad Mehtahe market went up by 143% between Sept Rs. 54 Billion

Apr 92
M.S.Shoes: (Pawan Sachdeva) manipulated the share priq -

1994 a Rights issue Rs. 170 Million

1995 Sesa Gqga&Rupangi Impex & Magan Industries Ltd Rs. 61.8 Million

1997 CRB GroupC.R. Bhansali Rs. 7 Billion

1998 Involving BPL, Videocosterlitestocks Rs. 0.77 Billion

2001 Ketan Parekh (K10 stocks) Rs. 1 Billion

Table2 : Events impacted stock markets

The author tried to address this issue in this study.

Volatility, to describe without a specific implied metritheisvariability of the random

(unforeseen) component of a time series. It can be used to measure specific risk of a single
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instrument or the risk associated with an entire portfolio of instruments. Stock return volatility
measures the random variabilitytled stock returns. More specifically, it is the standard
deviation of daily equity returns around the mean value and the stock market volatility is the
return volatility of the aggregate market portfolio.

The seminal work of (Engle, 1982) where he imteoduhe concept of Autoregressive
Conditional Heteroscedasticity (ARCH) became a very powerful tool in the modeling of financial
data in general and stock returns in particular. Compared to conventional time series models,
ARCH models allowed the condiabvariances to change through time as functions of past
errors. First approach was to improve the univariate ARCH model with an alternative
specification of the variance function. One improvementtvwahioed by (Bollerslev, 1986)

where the Generafid Autoregressive Conditional Heteroscedasticity (GARCH) process was
presented. Further, the Integrated GARCH (IGARCH) of (Engle & Bollerslev, 1994) and the
exponential GARCH (EGARCH) by (Nelson, 1991) were prominent one whgeeifieation

of varianceequation was studied.

However, the magnitude of empirical research on stock return volatility in emerging markets like
India was not abundant. While Roy and (Karmakar, 1995) focused on the measurement of the
average level of sample standard deviatioratoiree whether volatility has increased, (Goyal,
1995) used conditional volatility estimates, as suggested by (Schwert, 1989), to identify the trend
in volatility. He also studied the impact of carry forward system on the level of volatility.
ARCH/GARCH madels have been used by (Thomas, 1995, 1998), (Pattanaik & Chatterjee,

2000) to model the volatility in Indian financial market.

The research objective of this paper was to understand the return datayjiofesecurities &

see if asymmetric GARCH madean explain persistence of shock and volatility.

2.0 ResearchDesign

The study spanned the period from March 1995 through March 2005. Reason being major
changes were brought about in the structure and functioning of the Indian stock market during
thoseyears. The sample population of the study consists of the daily returns of the two most
prominent domestic indices, viz., Sensex and Nifty. These market indices were fairly

representative of the various industry sectors.

The daily stock price data on Serssed Nifty were downloaded from PROWESS, the online

database maintained by the Centre for Monitoring of Indian Economy (CMIE). Daily opening,
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high, low and closing prices of the two indices were considered for the period of study. These

equity prices wegaljusted for bonus and right issues.

The daily stock prices were converted to daily returns. Logarithmic difference of prices of two

successive periods was used to determine the rate of return.

3.0 Methodology

Ordinary regression model assumed homosicéagdsrrors have same variance throughout). If

the error variance was not a constant, the data were said to be heteroscedastic. Heteroscedasticity
in stock returns are well documented (Fama, 1965; Bollerslev, 1986). Studies found that the stock
returnswere characterized by auto correlation in the returns, serial correlation in the square of
return values indicating volatility clustering, negative asymmetry in the distribution of returns and

Leptokurtosis in the distribution of returns (thicker tailpaced to a normal distribution).

The ARCH and the GARCH family of models assumed conditional heteroscedasticity with
homoscedastic unconditional error standard deviation. That is, the changes in variance were
a function of preceding errors argpresent temporary and random departures from a
constant unconditional variantee advantage of ARCH/GARCH family of models tvas

it captures theendencyn financial data for volatility clustering.

The mean return was modeled as an AR (Agpes&dve) (p) process. This required testing for

stationarity of the series to imply that mean and covariance of the return distribution were time
independent. This was done using the unit root test. Then an AR model was fitted to the data
generating press as suggested by (Box & Jenkins, 1976). Finally, the conditional variance was

modeled as a symmetrical or asymmetrical GARCH process.
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4.0 Tests, Results and Analysis

Diagnostic Tests

A visual examination of the plot of daily returns on Sensex [F&jwsBowed that returns

continuously fluctuated about the mean value that was close to zero.
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Figurel : Fluctuation of Returns about the Mean

The return movementgere both in positive and negative territory. L#8tgwations tend to
cluster together and were separated by periods of relative calm. This was in accordance with
1965) ovolatility cl

(Famabds, observation of

Descriptive statistics (Table #7) for both Sensex and Nifty returns showed skdistiess sta

daily returns different from zero which indicated the return distribution wasymmetric.
Furthermore, relatively large excess kurtosis suggested that the underlying data was leptokurtic
(heavily tailed and sharp peaked). The JaRprastatistic calculated to test the null hypothesis

of normality rejected the normality assumption.

Statistics Sensex(BSE) Nifty(NSE)
Observation period Mar95/MAY -04 MAR-95/May-04
Number of observations(T| 2134 2134
Mean 0.00348 0.00012
Standardeviation 0.017298 0.016963
Skewness -0.1236 -0.43147
Excess Kurtosis 2.8353 3.973548

JarqueBera statistics
Q(1)a

Q2(1)b

621.7(2 tailed p=0.00)
26.42(2 tailed p=0.00)
117.26(2 tailed p=0.00)

1470.126(2 tailed p=0.00)
6.37(2 tailed p=0.00)
65.48(2ailed p=0.001)
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ARCH LM statistic (at lag 129.35 117.64
=1) ACFd at lag = 1for | 0.11 (Asymptotic bound ; _
returmns -0.042) 0.078(Asymptotic bound =0.04
ACF at lag = 1for squareq 0.27(Asymptotic bound : _
returmns -0.042) 0.168(Asymptotic bound =0.04

Table3: Descriptive Statistics of Daily Returns

Notes
QL(K) is the Ljung Box statistic identifying the presence of first order autocorrelation in the

returns. Null hypothesis: no autocorrelation. Distributed-sguzte (K).

Q2(K) is the Ljung Box statistic identifying the presence of first order autocorrelation in the

squared returnblull hypothesis: no autocorrelation, distributed agjahre (K).

ARCH LM statistic is the Lagrange Multiplier test statistic for the pregeARCH. Null
hypothesis: no heteroscedasticity, distributed asquahe (K). Critical value at 1 per cent level
of significance is 6.63 at 1 degree of freedom. Values for other higher lag are also significant.

ACF is autocorrelation function foruets and squared returns sxsjvely

Both the indices appeared to have strong autocorrelationsdisydag returns with significant
coefficient. Also, the autocorrelation in the squared daily returns suggested presence of
clustering. The result repdtthe independence assumption for the time series of given data set.
Stationary of the return series were tested by conducting bothHdigkegnd PhilljPeron

tests. Results of both the test confirmed that the series are stationary.

Augmented Dickelyuller Tests number of lags = 42 |
Null Hypothesis Test Statistic MacKinnon Asymptoti
Sensex Nifty critical value
@ 10% C.I.
constant=0 -7.926 -6.566 -1.6157
intercept =0 -7.927 -6.566 -2.59
constant=0
trend coeff. =0 -7.012 -6.334 3.22
intercept =0
constant=0
Phillip Perron Tests Trun_cated lags =
6 (Nifty) & 7 (Sensex)

Null Hypothesis Test Statistic MacKinnon Asymptoti
Sensex Nifty critical value @ 10% C.1.

intercept =0 -47.56 -39.396 -2.59

constant=0

trend coeff. =0 -39.97 -36.737 3.22

intercept =0

constant=0

Table4 : Unit Root Testing for Daily Returns
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Application of Box-Jenkins Methodology

For both the indices thautocorrelation function (ACF) and partial autocorrelation
function (PACF) were determined. Lpdux-Pierce Q statistic was highly significant [refer
Table#7] which confirmed the presence of first order correlation in the series. The existence of
a leptokurtic distribution, presence of volatility clustering and changing conditional variance
suggested an ARCH or GARCH process, which was confirmed by computing the value of
Lagrange Multiplier (LM).

Modeling Volatility
Volatility Behavior

Preceding section revealed that the volatility of the indices might follow an ARCH process.
However we begin with a commonly used volatility estidab® extremevalue volatility
estimator, as proposed by (Gan & Klass, 1980quation #1]. This estimator was based on

the best analytic scale invariant estimator which made use of the intradayopahieg,

closing, high and low. The Garman & Klass estimalioes/obtained for Sensex. (Harel)

showed a change in volatility [refer figure #7].
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Figure2 : Estimated volatility of BSE Sensex returns (GK estimator)
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Model Specifications

There was a significant presence of ARCH effect in the residuals of the fitted AR (1) return
generating process. Also, the volatility estenatdicating graphically of volatility clustering

led us to the next step of modeling. The conditional variance of the residual was modeled as an
ARCH (Q) process with the mean return governed by AR(1) process. [Refer Equation #2
below].

r=a,+tafp* |,
[ ly..0 MO,A)

q
h=a,+Q aé,,
1

witha,>0anda 2 0, =12,....4..
wherey , , is the set of information availabletahe t-1.....Eq #

Equation3

In all the cases, ARCH parameters were significant. The ARCH parameters were insignificant
from ARCH (8) onwards in the case of Sensex and ARCH (6) for Nifty. The model was selected
on the basis of highesgllikelihood values and minimum AIC (Akaike Information Criterion)

and the SBC (Schewartds I nformation Criteri
Sensex].
AIC

p/q 0 1 2 3 4 5 6 7

0 -5.316 |-5.3145|-5.313 |-5.3114 | -5.3099 | -5.3083 | -5.3068 | -5.3053

1 -5.205 | -5.2273|-5.2496 | -5.2719 | -5.2942 | -5.3166 | -5.3389 | -5.3612

2 -5.225 | -5.2531 | -5.2325]| -5.2356 | -5.2387 | -5.2418 | -5.2449 | -5.2148

3 -5.2449 | -5.2789 | -5.2317 | -5.1844 | -5.2915 | -5.2561 | -5.2207 | -5.1854

4 -5.2649 | -5.3047 | -5.22 -5.1432 | -5.3442 | -5.2704 | -5.1966 | -5.1227

5 -5.2849 | -5.2781 | -5.2713 | -5.2645 | -5.2576 | -5.2508 | -5.2144 | -5.2372

Table5 : Information criteria for BSE Sensex Return ARqB)RCH (g) models
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SBIC
plg |0 1 2 3 4 5 6 7
-5.1447 | -5.1269 | -5.1261 | -5.1278 | -5.126 | -5.125 |-5.1452|-5.3214
-5.1536 | -5.1358 | -5.1305 | -5.1353 | -5.1402 | -5.145 | -5.1254 | -5.3415
-5.1504 | -5.1447 | -5.1349 | -5.1429| -5.1543 | -5.165 | -5.1756 | -5.3417
-5.1553 | -5.1536 | -5.1393 | -5.1504 | -5.1685 | -5.185 | -5.2015|-5.3124
-5.1581 | -5.1625| -5.1437 | -5.1579 | -5.1826 | -5.205 |-5.2273 | -5.313
-5.1609 | -5.1714 | -5.1481 | -5.1655| -5.1968 | -5.225 | -5.2531 | -5.3136
Table6 : Information criteria for BSE Sensex Return ARq@RCH (q) models

We select AR() ARCH (7) process for tHgensex and AR(@)ARCH (5) for Nifty as the
representative of the conditional volatility process.

WML ]|O

The autocorrelation function (ACF) and the partial autocorrelation function (PACF) of the
squared residual series were examined as a diagnostic on thatappsspof the ARCH

process. It was found that although the estimated ACF of the squared residual series seemed to
decay as the lag increased, the PACF did not become zero after seven lags for Sensex and five
lags for Nifty. Therefore, as far as the AG&# PACF are concerned, the data do not fully agree

with a pure ARCH process.

We now fit the GARCH models to the daily return series. [Equation # 2].

q
h=a,+8 aé,, +abh,
=1 i

F 0y, 0 MOA). . Eq .#

Equation4

We found all the parameters in the GAR@HL) model were significant. Also the model
favored GARCH (11) process as it had a lower AIC and SBC criteria for a comparéble log
likelihood function[Refer Table #1.1]. As for the stationarity of the variance process, it was
observed t.a7a2for Sehsexdand 019577 for Nifty respectively. This is less that unity
indicated no violation of any stability condition. However, the sum was rather close to one which

indicated a long persistence of shocks in volatility.

Also, (Lamoureux & Lastrap&990) had proposed a Hedf period of a shock to the variance.
Half-life period is that period in which the shock diminishes to half of its original size- The half
life for the GARCH (1, 1) process [refer equation #3]
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Half Life, as determined by:
Hf=18[Ln2/Ln(&1+A)] éé. Eq. 3

was 23.75 days for Sensex and 17.04 days for Nifty. It meant that any bad or good news did have

a long lasting and significant impact on the volatility of the prices.
Asymmetrical Response to the Arrival of News

(Schwert1989) and (Black976) had shown that the returns are negatively correlated with
volatility. This implied that the returns were more volatile in response to bad news compared to
the good news. Differential approach to the information is not captures sgntmetrical

GARCH model. A separate modeling techniques need to be used to capture the asymmetric

response as suggested by (Engle, Ng & Rothschild, 1990).

Estimating the GJ® GARCH and the EGARCH (exponential GARCH) and testing the

significance of thesgmmetric terms was considered to test the asymmetric effects.
The GJIRGARCH Model

The GJR GARCH model was introduced by (Glosten, Jagannathan, & Runkle, 1993). The

specification for the conditionadriance is given in equatio® #elow.

q

q 14
h=a,+@ aé,, +rawl. &, +abh;
=1 / /E

/3

where, |, {4, ¢0elsei®0 [, >
Equation5

In this model the good and bad news had differential effects on the conditional variance. Good
news have the influence of a, whil 20, wéhe bad
could say that the | everage effect exists wl
the model (refer Table #11) showed that the parameters in the variance equation was significant.
The leverage term was highly significant botlsdasex (0.09515) and Nifty (0.0897). The
assumption that positive and negative shocks have different impact on the volatility of daily
returns was reinforced. The AIC and the SBC of this model were lower compared to the
GARCH (1, 1) model and also hddgher log likelihood value.
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The EGARCH Model

The EGARCH model was proposed by (Nelson, 1991). The specification for the conditional
variance is presented in equation #4 here:

where z= 1/40O,1)

Equation6
The lefthandside of the equation has the log of the conditional variance hence the leverage
effect is exponential rather than quadratic. Therefore, the forecast of the conditional variance
were guaranteed to be noggative. [Refer Table #11 for EGAREs$fimation].

BSEO® Sensex NSE & Nifty
GIRGARCH EGARCH — |GJRGARCH
GARCH (1) {EGARCH (111" GARCH (1D |7 o
c 0.000648(0.00{ 0.0521(0.000)
0.0551(0.000) 0.000751(0.000] _ 0.0825 0.0957
30 0'00005)064(0'( -0.1798 0.1605 |0.00000314(0.00{ -0.1189 0.1868
51 0.062409(0.00( _ 0.2965 0.1527 | 0.055409(0.000] 0.06447 0.06483
A1 0.012815(0.00(  0.9217 0.7988 | 0.902315(0.000]  0.9328 0.8326
Al+A1 0.075224 0.95772
v 0.052 20.065
J[(Res<0)*ARCH(D)] 0.09515 0.089743
Log fikelihood 5785784 | 5682046 | -5580231| 5785784 | 5458357 | 5684216
AIC 554127 55621 554127 5.4781 5.6579
55508 5.538487 5.4958 55062
SBIC 5.538487 55633 55488

Table7 : Coefficients ofSymmetric and Asymmetric GARCH ModelSensex & Nifty

We found all the coefficients were significant for both Se@<#52) and the NiftyQ.065).

The leverage term was negative and statistically different from zero indicating the presence of
leverageeffect for the stock market returngidg the sample period. The ldglihood was

higher and the AIC and the SBC were lower compared to GARCH (1, 1) model for both the
indices.

The GJRGARCH model and the EGARCH model outperformed the GARCH class efsmod
However, when we compared the asymmetric models, we found that, for Sensex, the EGARCH
model was a better fit. This was in accordance with the lowesidAle &BC and the highest

log likelihood value. The improvement in model fitting signifiesetibats respond differently

to the arrival of negative and positive shocks unlike the vanilla GARCH model.
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5.0 Conclusion

The volatility of the Indian stock market exhibited characteristics similar to those found earlier in
many of the major developed arderging stock markets, viz., autocorrelation and negative
symmetry in daily returns. It was shown that asymmetrical GARCH models outperform the OLS
models and the Vanilla GARCH models. While it was the EGARCH model which provided a
better fit for the Sesex data, GIBARCH model showed better acceptance in case of Nifty. A
significant halfife for both the indices indicated the persistence of shock in the system.
Persistence of shock could explain the time varying risk premium. If the shock wes @hort te
nature, then the investor would restrain from making any changes in their discounting factor

while obtaining the present discounted value of the stock and hence its price.
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Enhancing Employer Brandingthrough Employee Engagement:

A Conceptual Model

Sapna Malhotrai

Abstract

The concept of employee engagement has gradually evolved from the past research on job involve
job motivation, organisational commitment and trustcAll thess¢ reseaa ms f ocus on e

attitudes about work environment.

The perception of meaningful work is one of
dgay with an organisationeBaatah on employee érgegehosyn that organisations adopting employee
engagement practices experience a high level of job satisfartiongstdts resgnteriylicyees

can serve as a strong medium for marketing the employer brand.

This research papertespiiaconcept of the employee engagement andcstlidgesTémplager is
based omcendary data analysis and attempts to present a model on employer branding throu
engagement.

Key WordsEmployee Engagement, Employer Brrashdiirgyiement Culture

1.0 Introduction

Employee Engagement

Engagement was conceptualized by Kahn, (1909«
selves to their work roles. In engagement, people employ and express themselves physically,
cognitively, and emotionally during role performances. Employee engagement is thus the level of

commitment and involvement an employee has towards their organizations and its values.
Employer Branding

Branding was originally used to differentiate tangidieicts, but over the years it has been
applied to differentiating people, places and firms (Peters, 1999). According to Aaker (1991),
established brand is regarded as a critical means for differentiating between products and
creating competitive advamagr organizations. Similarly, employer branding has become a

new approach for gaining an edge in the competitive world. It refers to the process of identifying
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and creating a company brand message, applying traditional marketing principles ttnachieving t
status of employer of choice (Sutherland et al., 2002). According to Barrow and Mosley (2005),
employer branding is used not only to transfer the message of the personality of a company as an
employer of choice, but it also has been used to adapplthand techniques usually used to
motivate and engage employees. Like a consumer brand, it is an emotional relationship between

an employer and employee.

Ambler and Barrow (1996) have defined employer branding as the development and
communication of an ganization's culture as an employer in the marketplace. It is the package

of functional, economic and psychological benefits provided by employment, and identified with
the employing company. It conveys the "value proposition” the totality of the organigats
culture, systems, attitudes, and employee relationship along with encouraging your people to
embrace and share goals for success, productivity, and satisfaction both on personal and
professional levels. According to Sullivan (2004), employer braradingg term strategy to

manage the awareness and perceptions of employees, potential employees, and related

stakeholders with regards to a particular firm.

As economies become more knowldsged, demand for highly qualified and skilled
employees coinues to rise, because these human resources offer a potential source of sustained
competitive advantage (e.g., Mor&@Kdncles, 2008). The labour market thus is changing from

a sellersd to a buyersd mar ke hlyskilReamplayses, c , 2 (
as the availability of highlue jobs is greater than the number of suitable job seekers (Grobe,
2003).

Employee Value Proposition

Data from the corporate executive board quoted in The Economist suggests that effective
Employee Vale Proposition (EVP) management can bring tangible benefits, including a 20%
increase in the pool of potential workers, affddrincrease in commitment among employees

and a 10% decrease in payroll costs.

To create a successful EVP, companies musstardkthree things:

T Imagedpot enti al empl oyeesd values and prefe

well as their perceptions of your organisation
Identityd the internal truths of working life in your organisation

1 Profiled the image your ongation is trying to portray, including corporate brand and
CEO messages.
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2.0 Research Objective

1 To study the existing Employee Engagement practices for enhancing Employer Branding

1 To present a conceptual model of Employer Branding through Enphopegment

3.0 Research Methodology

The paper is based on Secondary data analysis and attempts to present a conceptual model on
employer branding through employee engagement. The secondary data is collected using

databases like Proquest, Ebsco, Emeiald

4.0 Conceptual Model - Employer Branding through Employee

Engagement

Employer branding and reputation management have the power to give organisations the
competitive edge attracting, retaining and,

thereby meeting the challenges posed previously.

Learning its lessons from consumer branding, employer branding seeks to induce affinities and
loyalty through identity. The employment experience serves as the foundation of the employer
brand and includesnigible features such as salary, rewards and benefits, but also extends to
intangi bles such as an organizationds cul tu
empl oyee | earning, devel opment and recognit.i
1997).

Google has 20 layers of employee selection and only has 2% attrition. The result of its effective
employer branding strategy is reflected in its approach to acquiring the best talent. But in order
ensure the retention of its talented employeestigany puts continuous efforts in developing

and implementing innovative employee engagement practices.

The conceptual model on employer branding through employee engagement presents how
employer branding and employee engagement practices are intemtwiigdd growth

companies.
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Figurel : Conceptual Model of Employer Branding through Employee Engagement

Employer Branding Practices

Leading employers often make use of a wide variety of qualitative and quast@tore re

techniques for building employer brand which include Employee Engagement Surveys and

Engagement Driver Analysis

1 Employee engagement surveys (how engaged are our current employees)

Various Employee Engagement surveys are used to measure therigagleafent of

current employees. The Gallup study highlights twelve key elements that form the

foundation of strong engagement and believes these elements can be accessed through

twelve questions (Thackray, 2001). The Institute for Employment Studiats¢lE®)

a study

were fo

the IES elements are not a clear match to those of Gallup atsbki&athat a subset

and

und

f ound,

t o

O0si

t

ot wel ve

togethero

atti

r el

tude

abl

stat
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of five questions is allowed (Robinson et al, 2004) if twelve questions are unmanageable.

Another measurement example comes from Development Dimensions International

(DDI )

DDI

has

their

own

me a s menes ,of

0ES3, ¢

engagement (individual value, focused work, and interpersonal support) as well as
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provides a standard measure for employee satisfaction, which they feel is a result or

consequence of engaging employees.

Kieron Shaw (2005), reviewed employee @mgag research and measurement
proposals of many entities including Gallup, Towers Perrin, ISR, and Accenture.
Concerning how to measur e, Shawds study
Shaw offers suggesti ons rbsaachadndioterviewdand f t i n
trying to subject the ideas to some reas:
into three macro categories: climate, driver, and outcome. In the end, Shaw (2005) states,
ol tods arguably unf e a $&a fulvey allt tbe adions éehind y m
engagement , 6 due to the fact that, oOthere

actions, attitudes, and processes that af

A different way to consider the difficulty of measuring empémgsgement is to

imagine the concept of employee engagement as a large geographical country such as the
United States. Survey questions may represent a very specific piece of information about
a given city or town in the United States. When you considértteg subtle and

profound differences between cities such as Las Vegas, Nevada and Boston,
Massachusetts you begin to understand the complexity of measuring employee

engagement

Engagement driver analysis (what drives employee engagement in our company)

Top management in any company is interested in understanding what are the gaps in employee

engagement practices followed in organizations and how these gaps can be reduced so that it

results in high level of employee engagement and thereby loyals/ttevarglanization. The

most common drivers of engagement found in past studies that may have an impact on

employee engagement practices are:

T

il
1
T
1
1

Attachment to the job
Agreeableness
Emotional stability
Openness to experience
Achievement orientation

Selfefficay
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