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Editorial
The Roman poet Ovid wrote the following about the phoenix:
Most beings spring from other individuals; but there is a certain kind which reproduces itself. The
Assyrians call it the Phoenix. It does not live on fruit or flowers, but on frankincense and odoriferous gums.
When it has lived five hundred years, it builds itself a nest in the branches of an oak, or on the top of a palm
tree. In this it collects cinnamon, and spikenard, and myrrh, and of these materials builds a pile on which it
deposits itself, and dying, breathes out its last breath amidst odors. From the body of the parent bird, a
young Phoenix issues forth, destined to live as long a life as its predecessor. When this has grown up and
gained sufficient strength, it lifts its nest from the tree (its own cradle and its parent's sepulchre), and
carries it to the city of Heliopolis in Egypt, and deposits it in the temple of the Sun.
The analogy speaks about the new, resurging India. Evolving its DNA from its roots, the new India is
marked by young first generation entrepreneurs, second and third generation politicians with fresh ideas,
and the youngest population of the world, ready to take the world in its stride. The theme of 2012
International Conference to be hosted by Teerthanker Mahaveer University is woven around this idea.
The budding entrepreneurs of India, having no fancy degrees, no formal education are giving it a fresh lease
of life. The Mumbai Dabbawalas who created a history with their zero error operations in a complex city like
Mumbai is one such breed of entrepreneurs who believe in the concept of Karma irrespective of the meager
earnings and a wide spread fame. What makes them a class apart is their believe in the concept of 'Karma'.
The royal family of England invited them to the wedding of Prince Charles, and they have been accorded the
prestigious six sigma certification. Same is the case with Shri Manukh Bhai Prajapati, a potter from a small
village near Rajkot, Gujarat, who earned fame with his now world renowned product “Mitticool”. He has
been awarded by former president Shri APJ Abdul Kalam and also by the present president Smt. Pratibha
Patil for his innovations.
Entrepreneurship Development Cell under the aegis of Teerthanker Mahaveer University was the proud
host of the workshops organized by the above two world renowned entrepreneurs in the months of October
and November respectively.
India has the power not only to preach the philosophy of 'Karma' but it also has the metal to practice it.
I thank the editorial advisory board for their perennial guidance, the referees especially Dr. Sudhanshu
Joshi, Doon State University, and the contributors who have contributed thoughtful papers, cases and
Viewpoint for the current issue.

Vaishali Dhingra
Editor
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Aligning It-driven Business Initiatives with Organization's
Strategic Direction – Via 'objective' Decision Making
Paras Sachdeva
Summary

factors and IT / business initiatives.

Organization as a corporate entity and the way it operates
is very similar to the way we as human being lead our
lives. Our Brains is the decision maker providing the
directions on what to do and what not to do. We set our
goals and all our body parts work in tandem to achieve
these goals. Non cooperation by any of our body part
either due to injury or some other reason, impacts the
probability of our success in achieving our goals.
Similarly for an Organization, the Senior Management
(CXO team) is the decision maker, like our brains, and
the business units (Process, IT-Information Technology,
Finance, Corporate planning etc.) are like different body
parts. The business units have to work together,
cohesively as a team, to achieve the corporate goals set
for the organization by the senior management. If these
business units are not aligned with the strategic goals and
objectives of the organization the chances of the
organization competing successfully in the market get
negatively impacted.

Context and Problem Statement

As each of these business units of an organization has its
own target and goals defined, their focus to achieve these
internal goals leads to non-alignment with organization's
overall goal. This narrow focus often leads to scenarios
where IT (Information Technology) programs /
initiatives undertaken are not aligned with the strategic
direction of the organization or are not synched with the
needs of the Business (Process). To manage such
scenarios it is important that all the initiatives or projects
or programs undertaken by any business unit in the
organization are chosen and prioritized based on the
organization's strategic objectives. This can be achieved
if the senior management mandates the usage of
'Hierarchical / Ladder thinking' for any organizational
decision making regarding any IT or business initiative
/program. In this article I have attempted to explain the
'Ladder Thinking' approach and how it helps in achieving
the goal of strategic alignment of IT / business initiatives.
It is a 4-step approach, which provides guidance on
which helps creating a strong linkage between the
shareholder value, strategy, strategy implementation
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In today's business world, Information Technology (IT)
plays an integral part in an organization's success and
competitiveness in the market. IT can be pivotal in
organization's ability to meet and beat the competition.
Because of this pivotal role played by IT, it is imperative
that the IT enabled business initiatives undertaken by the
organization are strongly aligned with its Business
Strategy.
In an ideal scenario, the seed of any IT driven project in
an organization is sown when the business feels the need
to modify its processes, either to overcome the
inefficiencies in the current processes or to support new
processes, with the intention that the business can
successfully compete and move ahead in the market.
Thus, ideally, every IT-driven project should have direct
correlation with the organization's strategic direction, but
that's not always the case. The objective and alignment
of IT-based business initiatives with strategic
imperatives of the organization is directly impacted by
multitude of factors like- the Organization structure -the
way an organization is structured (Process business unit
Vs. IT business unit Vs. Corporate Planning Vs. Business
Operating Model unit etc.); Budget allocation among
these business units; Internal Politics and motivations of
senior stakeholders who own and drive these IT projects
and many more factors.
As a result of these factors not all IT-driven business
initiatives are additive to the shareholder value and not all
such projects are beneficial for the business. Sometimes
these projects are scrapped citing the reasons that they
didn't meet the objective (without realizing that the real
objectives of the project were not clearly defined because
of lack of strategic alignment).
Proposed Solution
To avoid such situations in the future, the senior
management of organization often call-in external
consultants seeking suggestions for reigning in the costs
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by aligning all the IT-driven business initiatives,
especially the high cost ones, with the corporate strategic
objectives.

also helps in overcoming the subjectivity involved in the
decision making process across different levels within
the organization.

Below, I have provided details of one such solution
which can be adopted by any organization to achieve this
goal.

Step-1: 'Up-The-Ladder': Define the strategy: Use
'Hierarchical Whys' approach (supported by the market
research for the following information) to identify the
'Financial' factors which drive shareholder value for the
organization

Solution Brief
To overcome the challenges posed by these factors and
achieve the goal of making all IT programs aligned with
business strategic imperatives, an organization should
adopt the 'Hierarchy Thinking' approach in all the
relevant groups /divisions defined in the organization
structure. Based on this 'Hierarchy Thinking' approach
each division can link their individual group's initiatives
to the overall corporate strategy.

·

Study the market dynamics

·

Identify the organization's positioning

·

Perform SWOT analysis

An example of 'Hierarchical Whys' is:
Why-1: Why company is not creating enough
shareholder value?

The 'Hierarchy thinking' approach [also called as 'Ladder
Thinking'] when applied 'Up-The-Ladder' it helps in
defining the organization strategy and when applied
'Down-The-Ladder' it helps in identifying the tactical
'How-To' factors.

Answer-1: Because it is not cost competitive in the
market today

By consolidating and collating this information across all
these groups, the corporate planning or internal
consulting division of the organization can map all the
projects and initiatives being undertaken or being
planned for, in the organization. This exercise should be
performed atleast a month before the start of annual
budget preparation exercise. The group responsible for
this exercise should then conduct a survey with senior
management of the organization to identify the top 10 -12
Tactical 'How To' Business Factor (can also be called as
levers) which are most important from strategic
perspective along with associated importance of each of
these factors.

Answer-2: Because company's operational cost is
too high

Why-2: Why is company not cost competitive in
today's market?

Why-3: Why is company operational cost too
high?
Answer-3: Because company's SG&A costs are
too high resulting in lower margins
Why-4: Why is company SG&A cost too
high?
Answer-4: Because Human Resource cost is
high
Why-5: Why is company Human
Resource cost too high?

These 'Business' factors are taken as 'Standard' set of
criteria to weigh and prioritize each individual division's
business initiatives.
By prioritizing all business initiatives across all the
divisions we can reduce the 'subjectivity' involved in the
decision making process to identify which IT project
should be undertaken and which should not be.
Solution Detail
The solution to align IT initiatives with organizations'
strategy is a 4-step process which, if adopted sincerely,
makes the organization nimble and competitive and it
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Answer-5: Because company's processes
are largely manual which impact the
efficiency and effectiveness of employees
After going to 4 /5 level of 'Hierarchical Whys' for
different pain points faced by the company- based on
both internal SWOT analysis as well as competitive
benchmarking, the senior management should define the
company's strategic direction. In this example the
company may define strategic focus to be 'Improving
Cost Effectiveness & Efficiencies'.
Step-2:

'Down-The-Ladder':

Define the Tactical

2

steps to implement strategy: Use 'Hierarchical-Hows'
approach to identify how the strategy can be
implemented to achieve the corporate objective.
The way to use this 'Hierarchical How' approach is to
question 'How' at each level and for each 'How' question
there can be multiple answers with each answer being a
lever or knob, which can be tinkered with, to achieve the
goal represented by the 'How' to which the answer
pertains.
All these 'Hows' are linked in a hierarchy and each higher
level 'How' question represents the goal for the lower
level 'Hows'
An example of 'Hierarchical Hows' is:
How-1: How we can reduce the Operational Cost?
o Level-1 Knob-1: By reducing the SG&A cost
o Level-1 Knob-2: By reducing the Financial cost
o Level-1 Knob-3: By reducing the Compliance Cost
How-2: How we can reduce SG&A cost?
o Level-2 Knob-1: By reducing the Staff Cost
o Level-2 Knob-2: By reducing the Administration
Operations Costs
How-3: How we can reduce Staff cost?
o Level-3 Knob-1: By Improving the Staff /
Employee Productivity
How-4: How we can improve Employee
Productivity?
o Level-4 Knob-1: By automating the manual
processes
o Level-4 Knob-2: By imparting relevant
training for employees to improve work
efficiencies
o Level-4 Knob-3: By revisiting the Job
Description, associated KPIs and targets for
different designations in the HR hierarchy
How-5: How we can automate manual
processes?
o Level-5 Knob-1: By initiating relevant
IT program / projects for process
automation
The lowest level of 'How' is reached when the answer to
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the 'How' question results in the 'IT initiatives' or
'Business Initiatives' which the company should take to
achieve that goal (as defined in the corresponding 'How'
question)
Step-3: 'Worth' Survey: After identifying all the
possible 'Hows' at different levels, the answers (knobs /
levers) to these 'Hows' are consolidated in a single map
to represent exhaustive list of options or ways to achieve
the strategic objective.
There can be hundreds of such 'Knobs' / 'Levers' and
corresponding 'business Initiatives' but not all would be
feasible and among the ones which are feasible not all
can be implemented due to budget and time constraints.
Thus the senior management (with representation for
each business unit) has to identify which of these 'Knobs'
/ 'Levers' are most important and also have to rate the
importance of these 'Knobs' / 'Levers'.
In this step of proposed solution, a survey of senior
management folks needs to be conducted to identify the
most important 'Knobs' and to identify the 'importance'
of each of this most important 'Knobs'. As part-I of this
survey each of these senior folks are asked to rank these
'Knobs'. The responses for the survey participants is
collected and top 10/15 'Knobs' are identified. Then as
part-II of the survey the same participants are asked to
rate or put 'weightage' for each of these top 10/15
'Knobs'. The response is collected and final list of top 10
'Knobs' and associated weightage is published and
ratified with the participants before socializing it with
other senior and middle management folks.
Step-4: Create Prioritization Platform: These Top 10
'Knobs' and their associated weightages are standardized
to define Prioritization Structure or Platform. This
platform is developed to leverage these 'Knobs' for
rating (prioritizing) different business /IT initiatives
both at the corporate level as well as at individual
business unit level.
An example of Prioritization Platform
Corporate planning and internal consulting division of
an organization has developed the prioritization
platform which has the following listed top 5 'Knobs' /
'Levers' and associated weightages:
·

Automate Manual Processes (35%)

·

Reduce Revenue Leakage (20%)
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·

Reduce Billing Inefficiencies (15%)

·

Improve customer experience (30%)

In the business unit 'Marketing' of the company, there are
3 business / IT initiatives being undertaken. As there are
budget and time constraints, not all of these 3 can be
implemented, so they have prioritize which of these 3 is
most important and is aligned with the corporate strategic
direction. They will run this prioritization structure on
these 3 initiatives to arrive at the one which is most
aligned with the corporate strategic focus.
Conclusion
By adopting the business strategy-based prioritization

platform for any kind of decision making and for ranking
different Business Initiatives across the organization, we
can ensure that all the decisions taken are in synch with
the corporate strategy and are 'objective' with limited
scope of subjectivity and influence of individuals'
preferences.
Disclaimer
The viewpoint being shared is based on the Consultant's
experience. The consultant has leveraged his
understanding of the proprietary tools developed by his
current employer (Infosys) but has taken appropriate care
not to use any of the terms from these proprietary tools
and frameworks.

Paras Sachdeva
Principal Consultant- Energy, Utilities & Services, Infosys Limited, U.S.A.
Contact # 001-510-709-8560
Paras_Sachdeva@infosys.com
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Scanning the Business Environment of China :
An International Perspective
Andy Bertsch, James Ondracek, M. Saeed and ABM Abdullah
The history of China is often broken down into dynasties or periods. The Chinese had believed their land to be the best
and have a very ethnocentric way of thinking. The Great Wall of China and China's ethnocentric way of thinking may be
an indication of why modern-day China is thriving as a communist nation. This paper on China consists of seven
dimensions: background; human rights, freedoms, and ethics; culture distance; foreign trade background; politics and
political economy; direct investment and labor costs; and a conclusion.
Key Words: China, Ethnocentric, Human Rights, Freedoms & Ethics, Culture Distance, Foreign Trade, Politics &
Political Economy, Direct Investment & Labor Costs
Background
Chinese history dates back over 3,300 years (Library of
Congress, 2009). The Great Wall of China was formed to
keep 'barbarians' out (Library of Congress, 2009). The
wall is actually a combination of four different walls and
th
was built and rebuilt many times between the 5 century
th
BC and the 16 century BC (Library of Congress, 2009).
In the mid-nineteenth century China finally began to rethink their dominance and superior way of thinking. The
smaller societies that bordered China were all easily
controlled and dealt with by the emperor, but
unsuccessful relations and conflicts with Western
civilization made China reconsider their ways. By 1911,
the imperial form of government was brought down
because they were not able to adjust to Western
civilization's advanced weaponry and technology
(Library of Congress, 2009).
An Army revolt in 1911 led to The Chinese Republic
(Library of Congress, 2009). Large problems arose in
1916 with the death of provisional president Yuan Shikai
(Library of Congress, 2009). Many provinces declared
their independence and warlords struggled to assume to
take the power left by Yuan Shikai. When World War I
started in 1914, Japan fought on the allied side and often
had conflicts with China. Japan seized the Shandong
province and in 1915 set out Twenty-One Demands on
Beijing that would make China a Japanese protectorate
(Library of Congress, 2009). China rejected the
demands, but continued to allow the Japanese control of
the Shandong province. In 1917, China declared war on
Germany in hopes of regaining control of the Shandong
province (Library of Congress, 2009). In 1918 the
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Beijing government signed a secret deal that accepted
Japan's claim to Shandong (Library of Congress, 2009).
The sellout of Beijing angered many Chinese and was the
igniter of many student demonstrations on May 4th, 1919
against the Beijing and Japanese governments (Library
of Congress, 2009). This day in history started a
movement of new thinking known as the May Fourth
Movement which eventually would lead to the Chinese
Communist Party being formed in 1923 (Library of
Congress, 2009). The Chinese Communist Party started
off very small but gained support and membership every
year. Eventually, the Chinese Communist Party assumed
control of China in 1949 (Library of Congress, 2009) in
what is now the People's Republic of China (PRC). It
was the first time a political party was not met with
military opposition and from there Communist China
was born.
Today China is a large country located in East Asia and
spanning 3.7 million square miles (BBC News, 2009). It
is currently the most populated country in the world with
1,338,612,968 people according to a July of 2009
estimate (CIA, 2009). Of that population; 19.8% fall
between the ages of 0 and 14, 72.1% between the ages of
15 and 64, and 8.5% are age 65 and older (CIA, 2009).
The median age of China is 34.1 years (CIA, 2009). Han
Chinese people make up 91.5% of the population, while a
variety of other ethnic groups make up the remaining
8.5% (CIA, 2009). China prides itself as a very
homogeneous country (Library of Congress, 2009).
“For centuries China stood as a leading civilization,
outpacing the rest of the world in the arts and sciences,
th
th
but in the 19 and early 20 centuries, the country was
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beset by civil unrest, major famines, military defeats, and
foreign occupation.” (CIA, 2009). After World War II,
Communism established an autocratic socialist system
that imposed strict controls over everyday life and cost
the lives of tens of millions of people. In the late 1970's,
China focused more on a market-oriented economic
system and by 2000, output had quadrupled (CIA, 2009).
With this movement toward a market-oriented system,
living standards and room for personal choice have
improved dramatically for most of the population;
although, political controls still remain strict (CIA,
2009).
Since China is a Communist country, their economy is
very much government controlled. According to a 2007
estimate, China had the 3rd highest GDP-Purchasing
Power Parity with $6.991 trillion USD (Globaledge,
2009). Although that is an astonishing number, the GDPPurchasing Power Parity per capita is only $5,300 USD.
The GDP-Real Growth Rate is 11.4% with an inflation
rate of 4.8% (Globaledge, 2009). Being a densely
populated country, China has a large labor force.
Approximately 803.3 million people from China belong
to the workforce, and only 4% of the Chinese suffer from
unemployment in urban areas (Globaledge, 2009). The
unemployment rate in rural areas is large, compared to
that of urban areas. Of that labor force, 43% work in
agriculture; 25% in industry; and 32% in services
(Globaledge, 2009). Although it was mentioned before
that China is a Communist country with much of their
economy being government controlled, it has opened its
doors a bit in recent years. In 2001, China joined the
World Trade Organization (WTO, 2009).
One problem that China faces is the lack of skilled and
knowledge workers. Even though the labor force is
large, the amount of skilled and knowledgeable workers
is not (HSU, 2009). Three reasons as to why this is a
problem are: impractical college curriculum,
unmotivated job seekers, and the inefficient job market
(HSU, 2009). The impractical college curriculum results
from a government-mandated curriculum that does not
match what a lot of employers are looking for (HSU,
2009). Unmotivated job seekers result from low starting
wages and the fact that a lot of college graduates move
back to live with their parents and work in agriculture
(HSU, 2009). Many of the new managerial positions in
the larger owned enterprises are only open to people with
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the right connections, making the job market rather
difficult for most people (HSU, 2009).
Comparing two countries cost of living can be difficult.
To accomplish a reasonable comparison, the capital city
of Beijing was used as a proxy for the Chinese cost of
living. As of the time of this writing, $1 US dollar is
equal to 元 6.8 Chinese Yuan Renminbi (RMB). Some
prices that an American expatriate can expect are:
Apartment - 2 bedroom - mid-tier Blue Castle =
RMB10,000-12,000/month ($1470-1764 USD)
Gasoline/Petrol = RMB4/liter ($.588 USD a liter or
$2.22 USD a gallon)
Taxi = RMB2/km ($.30 USD a km)
Milk (1L) = RMB12 ($1.76 USD a liter)
Consultation with a Doctor or Specialist = RMB600
($88.24 USD)
Leased VW Passat with driver excluding gasoline =
RMB10,000/month ($1470 USD/month)
(Lihong, 2009)
Human Rights
According to (Freedom House, 2007), on a scale of 1 to 7,
China is given a rank of 7 on political rights and a 6 on
civil liberties concluding that China is not a free country.
The United States is given a rank of 1 on political rights
and a 1 on civil liberties concluding that the United States
is a free country.
Rights
China's human rights record has shown a decline in
improvements in certain areas. The government
increased its severe cultural and religious repression
against some ethnic minorities of China, such as areas of
Tibet and the Xinjiang Uighur Autonomous Region.
Detention and harassment of dissidents and petitioners
have also been increased by the government as well as
tight controls on freedom of speech and the Internet.
Chinese citizens do not have the right to change their
form government.
Local and international nongovernmental organizations (NGOs) have continued to
face forceful inspections as well as restrictions. Workers
cannot choose an independent union to represent them in
the workplace nor does the law protect workers' ability to
strike (State Government, 2008). Security forces in
China have made many random and unlawful killings.
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The outbreak of widespread killings in the Tibet
Autonomous Region (TAR) and other areas in Tibet have
resulted in significant deaths, putting the number killed at
over 200 in earlier 2008 (Human Rights Report, 2008).
With little adherence from the government, the law does
provide for freedom of speech and of the press. The
government interprets the Chinese Communist Party's
(CCP) “leading role,” as intervening and circumscribing
these rights. The Chinese government continues to
tightly control all forms of media (e.g. print, broadcast,
and electronic) and uses those outlets to broadcast
government views and ideas from the CCP. The central
government has also increased censorship and
manipulation of the press and the Internet during major
events. Media outlets are expected to adhere to the
guidelines and restrictions issued by the party. Hu Jintao,
the general secretary of the CCP, has said local media's
subordinate role to the party must “serve socialism”
(Human Rights Report, 2008).
The range of acceptable topics for private speech
continues to expand as long as speakers do not publish
the views that are challenged by the CCP or broadcast
such observations to overseas audiences. Public
speeches, academic discussions, and speeches at
meetings; however, are restricted as well as speeches
pertaining to sensitive social topics (Human Rights
Report, 2008). Social conditions in China that affect the
country's placement on human rights issues include
common corruption, trafficking of persons, and
discrimination against minority groups such as women
and people with disabilities (State Government, 2008).
Freedoms
The Chinese Communist Party (CCP) came to control
mainland China in 1949. CCP leader Mao Zedong
oversaw disturbing mass-mobilization campaigns—
examples of which are the Great Leap Forward
(1958–61) and the Cultural Revolution (1966–76) which
resulted in millions of deaths. Following Mao's death in
1976, Deng Xiaoping became leader. Over the next 20
years, Xiaoping remained the CCP's absolute rule in
politics while beginning the market-based reforms that
would fuel the growth in the Chinese economy (Freedom
House, 2009).
The constitution and laws provide for freedom of
religion. The constitution only protects religious
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activities that could be defined as standard. The
government restricts religious practice and limits such
practice to government-sanctioned organizations.
Religious institutions and practice are required to be
registered. In order to be considered 'legal', religious
groups must register with a patriotic religious association
(PRA). Such designation is limited to one of the five
recognized religions in China: Buddhism, Taoism, Islam,
Protestantism, and Catholicism. The PRA controls
activities of each of these religious groups and
communicates with authorities that are associated with
the respective religious practice. Freedom to practice
religion continues to rise in many areas. Religious
activity increases among the five main religions and also
among the Eastern Orthodox Church and several folk
religions (Human Rights Watch, 2008).
Culture Distance
Religion
China has many religious practices. Depending on what
region of China is presented, Buddhism, Taoism,
Christianity, Muslim and Atheism are the most popular
and most common practices found. Christianity makes
up three to four percent of the population. Muslim makes
up one to two percent of the population. The remaining
vast majority, however, is made up of Atheism (Geert
Hofstede, 2009). The Chinese are also familiar with a
practice called Confucianism. Although Confucianism
has no religious organization, it is made up of ethical and
philosophical codes. Principal virtues are filial
piety—devotion and respect to family and parents;
benevolence—the desire to do good to others;
fidelity—faithfulness to obligations, duties or
observances; and justice—the quality of being righteous
and equitable (Encyclopedia of the Nations, 2009;
Dictionary, 2009). The Chinese believe strongly in
ethical and philosophical codes; therefore, placing
Confucianism in the religion section (China Insight,
2007).
Language
Chinese is a monosyllabic tone language written in
characters representing complete words. The Chinese
written language remains constant throughout China,
which is said to be holistic logic – meaning looking at the
“big picture” rather than individual detail. The Chinese
language is made up of a collection of pictures, whereas
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the Western written language is made of linear sequences
or linear logic of letters (China Insight, 2007).

years. This statistic proves that the Chinese are truly
competitive and take education as a stepping stone
toward success. This statistic also proves that dropping
out of school early is not a problem in China.

Spoken language in China has regional phonetic
differences which are divided into two major
groups—Mandarin dialect and Shanghai dialect. Other
dialects spoken throughout China include: Hakka,
Hokkien, Cantonese, Yue (which is the language of Ethe
majority of Chinese emigrants), Minbei, or Fuzhou,
Xiang, and Gan dialects. Mandarin Chinese was made
the official language of China in 1955 (Encyclopedia of
the Nations, 2009).

Educational Expenditures (CIA, 2009) – in terms of
Gross Domestic Product (GDP): Out of the entire
Chinese GDP, 1.9% (2009) is spent on educational
expenditures. In comparison to the world, China ranks
170. This ranking in comparison to the world is quite low
meaning that the Chinese do not spend a significant
portion of total GDP on educational expenditures.

Ethnic Groups

Collective vs. Individualism

China is composed of many different ethnic groups.
Approximately ninety-two percent of China's total
population belongs to the Han. The remaining eight
percent of the population are made up of the many
minority groups: Zhuang, Manchu, Hui, Uygur, Yi,
Miao, Tibetans, Mongolians, Tujia, Buyi, Koreans,
Dong, Bai, Hani, Li, and Kazaks (Encyclopedia of the
Nations, 2009).

In general, the Chinese are a collective society. They
tend to rather work as a group affiliation (family, school,
work group, or country) than by oneself (China Insight,
2007).

Education
The educational system in China today is Socialistoriented. Learning is almost always done in groups to
emphasize teamwork and cooperation.
Chinese
schooling is increasingly competitive. The Chinese
views education as a “stepping stone” to success. The
major difference between educational systems in China
verses the United States is that the Chinese are motivated
for excellence – the goal is to create productive citizens
who can serve society; therefore, the Chinese excel in
school to benefit China, not for his or her own personal
wealth as is the case in the United States (China Town
Connection, 2005). What follows is an overview of
several Chinese education-based statistics.
Literacy (CIA, 2009)—defined as age 15 and over can
read and write: the entire population is 90.9% literate; the
male population is 95.1% literate; and the female
population ranks at a percentage of 86.5. This statistic
shows that the overall population of the Chinese is well
educated. Variances in the statistic totals between
genders may be due to China's history with male
dominance.
School Life Expectancy (CIA, 2009) –defined as
Primary to Tertiary Education: Out of a total of eleven
years, both male and female populations totaled eleven
• Volume 2 • No. 2 • July-December 2011

The Chinese act with modesty at all times—the Chinese
frown upon public embarrassment. An important aspect
that the Chinese abide by is known as “face”—the
concept can translate as honor, good reputation, or
respect. It is very critical to avoid losing “face” or
causing the loss of “face” to others, at all times
(Kwintessential, 2009).
Indexes
China Indexes vs. United States Indexes
Long Term Orientation (LTO)
Long term orientation is defined as the values that are
similar with Confucian philosophy as well as a
prioritization of rewards taking place in the future over
short-term benefits (Consumer Behavior, 2009). With a
score of 118, Geert Hofstede reports that Long-Term
Orientation (LTO) is the highest-ranking factor in China
out of all his cultural dimensions in China. This
dimension indicates a society's time perspective and an
attitude of persistence – Overcoming obstacles with time,
if not with will and strength. The United States Long
Term Orientation (LTO) is scored 29 compared to the
world average of 45 (Geert Hofstede, 2009).
Because China is dominantly Long-Term Orientated,
when approaching a business opportunity from the
United States, it is critical to know that the Chinese think
about what is best many years from now, rather than the
temporary present. The Chinese need to build a
relationship before commencing with business
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transaction. Patience is crucial, along with a macro oversense of the situation (Geert Hofstede, 2009).
Individualism (IDV)

average of 65. According to Geert Hofstede (2009) the
United States Uncertainty Avoidance Index (UAI) score
is 46. Lower rankings on this scale indicate societies that
have fewer rules and little effort or resources are
dedicated to controlling outcomes and results. Such
societies have greater levels of tolerance for a differing
ideas, thoughts, and beliefs. The same explanation can
also be assumed for China.

Individualism is the extent to which the expectation of
people is to care for themselves and their immediate
families (Consumer behavior, 2009). Geert Hofstede
(2009) examines that China has a very low score (20) on
the Individualism (IDV) scale compared to a world
average of 24. This may be due, in part, to a correlation
between the Collectivist society and the Communist
political system. The low Individualism ranking is
manifested in close and committed group membership
including family or extended family. Group loyalty in a
collectivist culture is expected. Collectivist societies
emphasize strong relationships where group members
take responsibility for all the members in their group.
The United States Individualism (IDV) score results in
one of the highest world rankings. The general
population of the U.S. is more self-reliant and looks out
for themselves and their close family members.

According to Clearly Cultural (2009), China has a
Masculinity Index (MAS) of 66 versus the world average
of 50. Masculinity Index verifies that China still involved
with male dominance or gender-differentiation. This
also shows that male dominance is not only present in the
common family households, but in the society, as well as
in the government system. With an 'above the world
average score' on the MAS scale, China likely
experiences a higher degree of gender differentiation of
roles. In the Chinese society, it may be that males
dominate a significant portion of the power structure.

Power Distance (PDI)

Business Etiquette

Power distance is defined as the extent to which authority
and privileges are divided among different groups in a
society as well as the extent to which norms are accepted
in a society (Consumer Behavior, 2009). Geert Hofstede
(2009) examines that China's Power Distance (PDI) has a
higher ranking dimension of (80) compared to the world
average of (55). This is indicative of a high level of
inequality of power and wealth within the society. This
condition is not necessarily forced upon the population
but rather accepted by the society as their cultural
heritage. The United States Power Distance (PDI) is a
low ranking dimension at (40) compared to the world
average of (55). Such a score indicates greater equality
between societal levels, including government,
organizations, and familial relationships.
This
orientation reinforces a cooperative interaction across
power levels and creates a more stable cultural
environment.

There are some basic differences between doing business
in China verses doing business in the United States. In
general, Chinese thinking is different than here in the
United States. History and Religion shape the Chinese's
approach to dealing with foreigners, as well as state
organizations and government bureaucracy (China
Insight, 2007).

Uncertainty Avoidance Index (UAI)
Uncertainty avoidance is seen as the extent to which a
culture is not comfortable with things being vague or
unknown (Consumer behavior, 2009).
Crown
Relocations (2009) reports that China's Uncertainty
Avoidance Index (UAI) scores 30 compared to the world
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Masculinity Index (MAS)

Guanxi
Guanxi is defined as a “Chinese term for a way of doing
business in which parties must first invest time and
resources in getting to know one another and becoming
comfortable with one another before consummating any
important deal” (Consumer Behavior, 2009). 'Guan'
literally translates to the English word 'gate' and 'xi'
translates to the word 'bond'. It is a common way of
operation among different cultures with high long-term
orientation (Consumer behavior, 2009). There are five
layers to the concept of Guanxi: husband-wife, siblings,
friends, boss-subordinate, and the last layer being
political. This layer refers to separation of power among
individuals.
Relationships, Communication, and Etiquette
*The Chinese word for etiquette is “li” which originally
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meant “to sacrifice” (China Insight, 2007).
According to China Insight (2007), Westerns (such as the
United States) tend to build transactions, and if
successful, a relationship will then develop, whereas the
Chinese believe prospective partners should build a
relationship and, if successful, commercial transactions
then will follow. The Chinese do not like to do business
with companies that they do not know well. The Chinese
are very group oriented; they strive for strong
relationships. Business relationships are built formally
once they get to know you, so working with an
intermediary is very important (China Insight, 2007).
The Chinese do not see foreigners as individuals but
rather representatives of the company presenting
business. When doing business, the Chinese prefer to
meet face-to-face rather than doing business through
writing or over a telephone conversation (China Insight,
2007). When doing business with the Chinese, rank is
very important. It is very important to know rank when
communicating otherwise it may be a sign of disrespect
and possibly ruin a potential business deal (China
Insight, 2007).
Years ago, the Chinese believed that their behavior for
etiquette was the only correct etiquette in the universe,
and those that did not follow the Chinese's way of
behavior were considered uncivilized barbarians (China
Insight, 2007). However, the Chinese's opinion on their
etiquette has changed by a number of ways since then.
The Chinese today are more relaxed, although they still
value etiquette greatly. There are still rules and
regulations, such as in business and formal situations that
are ingrained in the behavior of the Chinese (China
Insight, 2007).
Concepts to Consider While Doing Business with
China
When first building a business relationship with the
Chinese, make a strong point or emphasis on how your
company follows high ethical standards. Doing so will
ensure the Chinese that you are looking for a successful
business relationship. Secondly, know the Chinese
company that you are pursuing in hopes do business with.
Know the fine details of the business, this will show
dedication and also increase your probability of a
successful potential business transaction. Always be
aware of the current social, economic, and political
aspects of China. Become familiar with the Chinese
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market. What is a common marketing strategy used in
China today? Is your business's product or service going
to appeal to all of China, or certain areas within China?
Lastly, do not expect fast agreements from the Chinese,
they prefer to take their time in coming to conclusion.
Prepare to be patient (Asian Business Codewords, 2002).
Foreign Trade Background
In 2006, the top five countries for agricultural trade that
China exported with were Japan, the European
communities, United States, Hong Kong, and the
Republic of Korea. For the top five countries, China
exported non-agricultural products to United States, the
European communities, Hong Kong, Japan, and the
Republic of Korea (Tariffs, 2006). Imports in the United
States for agricultural use equaled 28.1 billion dollars in
U.S. funds; and for non-agricultural use, imports totaled
687.9 billion dollars (Tariffs, 2006).
In 1998, Hong Kong produced 28% of the world's
exports in watches and clocks and 12% of the world's
clothes. The majority of Hong Kong's exports went to
China. In 2007, China had over $1.2 trillion dollars in
exports, such as, electronics, machinery, clothes,
furniture, and equipment in the photographic and
medical fields (Foreign, 2000). Other exports include
electrical parts, telecommunications equipment, and
footwear. The top ten exports of China, excluding Hong
Kong, include telecommunications equipment, footwear,
non-elastic outerwear knit, women's and men's
outerwear, road vehicles, toys and sporting goods, iron
and steel, and petroleum and petroleum products. In
2000, China's imports were distributed among the
following categories: consumer goods, food, fuels,
industrial supplies, machinery, and transportation
(China- Foreign Trade, 2009).
The number of trading partners that China has had
increased from about 40 in 1950 to 228 in 1997. In 1950,
China's total revenue for foreign trade was in United
States dollars $1.135 billion. By 1997, it increased to
$325.1 billion. The years after 1992 showed the fastest
rate of growth: between 1992 and 1997, foreign trade
totaled in US dollars $1.25 trillion (Summary on China's
Foreign Trade, 2003). From January 2008 to November
2008, foreign trade in China had a total of $2.38 trillion
(Minister, 2008). The United States trade deficit with
China has reached over $256 billion in 2007, with
imports growing 12%. The total U.S. imports of China's
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share grew to 16% from 7% since 1997 (Background,
2009).
When China joined the World Trade Organization in
December of 2001, the country agreed that tariffs would
be lowered and that market impediments would be
abolished. The Chinese people won the right to import
and export without having to go through a middleman or
the government.
China's agreement gives new
opportunities for businessmen or women in the United
States.
On April 11, 2006, U.S.-China Joint
Commission on Commerce and Trade (JCCT) produced
agreements on trade concerns between China and the
United States. These concerns range from accessing
markets of U.S. beef, telecommunications, medical
devices, to enforcement of intellectual property rights.
The agreement with JCCT also founded a U.S.-China
High Technology and Strategic Trade Working Group to
look over export control cooperation and make high
technology trade possible (Background, 2009).
Since China joined the World Trade Organization in
2001, it has almost quadrupled its exports while imports
have more than tripled. In 2007, its trade surplus
reached $262 billion. Approximately 45% of its trade
receipts come from Asia, while Europe and North
America each receive 21% of China's exports. China
Customs Statistics record the country of origin for
imports and the country of final destination for exports.
However, if the country of final destination is not certain,
exports are connected to the last known country of
dispatch (World Trade Organization, 2008).
Over 40% of those working in China work in the field of
agriculture; although only 10% of the land is suitable for
agricultural use. Agriculture accounts for only 13
percent of China's Gross Domestic Product. China's
area of agricultural use is 75% of what the United States
has. However, because cultivation is very intense in
China, the country still produces 30 percent more crops
than the United States (Background, 2009). China is one
of the world's largest producers in rice, wheat, peanuts,
tea, cotton, apples, pork, fish, and vegetables (China,
2009). Approximately 46% of China's GDP comes from
construction. China is one of the main destinations
preferred for trading because of the relocating of global
manufacturers which greatly impacts the employment
rate in China (Background, 2009). The United States'
goods and services trade with China totaled $410 billion
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in 2007. Exports totaled $79 billion and imports totaled
$330 billion. The United States' goods and services
trade deficit with China was $251 billion in 2007. China
is currently the second largest goods trading partner with
$407.5 billion in total goods traded in 2008. Goods
exported totaled $69.7 billion; imports for goods totaled
$337.8 billion. The United States' goods trade deficit
with China was $268 billion in 2008. Trade in services
with China totaled $23 billion in 2007. Services
exported were just over $14 billion; services imported
were $8.8 billion. The United States' services trade
surplus with China was $5.4 billion in 2007 (Office of
U.S. Trade Representative, 2009).
The following chart illustrates the top ten industries in
2009. This list shows the manufacturing companies in
China based on their revenue in millions (USD)
(Industry Week, 2009).
Manufacturing Company

Revenue in millions
(U.S. Dollars)

China Petroleum & Chemical Corporation

$220,187

Petro China Company Ltd.

$156,979

Baoshan Iron and Steel Company Ltd.

$29,535

SAIC Motor Company

$16,221

Aluminum Corporation of China Ltd.

$11,299

Maanshan Iron & Steel Company Ltd.

$10,306

Angang Steel Company Limited

$9,537

Shanghai Electric Group Company Ltd.

$8,743

Sinopec Shanghai Petrochemical Company Ltd.

$8,695

Jiangxi Copper Company Limited

$7,882

Politics and Political Economy
Economy
Since 1979, China has made changes or reforms in their
economy resulting in a more open economy. The
Chinese leadership has adopted more practical
perspectives on many political and socioeconomic
problems and has reduced the impact of ideology within
economic policy. China's economic transformations
have had a major impact not only on China but on the
world. The market oriented reforms China has used over
the past two decades have progressed individual
initiative and entrepreneurship. The result has been a
large reduction of poverty and a quick increase in
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income levels (Globaledge, 2009). Today, China is the
second largest economy in the world. China has
sustained an average economic growth of over 9.5% for
the past 26 years (Globaledge, 2009). In 2006, China's
economy was about one-fifth the size of the United
States' economy (Globaledge, 2009).
China's Premier Wen Jiabo reaffirmed a commitment to
sustain an 8% growth, which is known as the “magic
number” by leaders, stating it is the necessary number to
maintain social stability (China Insight, 2007). The
World Bank of China has cut China's economic forecast
to 6.5% for 2009, blaming the global economic
downturn and collapse in the Western demand for
Chinese exports. Compared with a global growth
forecast of just 0.9% in 2009 David Dollar, the Bank's
Director, said “China remained a 'relative' bright spot in
an otherwise gloomy economy” (China Insight, 2007).
Government Structure
China has three main branches: Executive, Legislative,
and Judicial. China's executive branch is headed by a
State Council. A State Council is an administrative body
of the central government. Currently in office of the
State Council is Premier Wen Jiaboa (Seeking Alpha,
2009). Under the legislative/administrative body are a
number of organizations: The National People's
Congress (NPC), Ministry of Finance, China Securities
Regulatory Commission (CSRC), China Banking
Regulatory Commission (CBRC), and People's Bank of
China (Central Bank). The National People's Congress's
(NPC) purpose: Create and supervise all administrative,
judicial and managing China's political and economical
affairs at all levels of government (Law Info China,
2009). The Ministry of Finance's purpose is to formulate
and supervise the implementation of medium-term and
annual budget plans; set and supervise the
implementation of fiscal policies; supervise central
government expenditures; allocate funds to central
government investment projects; set public debt policy
and manage public debt; and formulate state debt
issuance plans (International Programs, 2008). China
Security Regulatory Commission's (CSRC) purpose is
to govern all security exchanges and future market
activities within China; create and review legislation
securities; regulate trade; regulate settlement of stocks;
regulate fixed income securities; regulate security funds;
and supervise the behavior of shareholders and security
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brokers (Investopedia, 2009). The purpose of the
China's Banking Regulatory Commission (CBRC) is to
regulate and formulate rules that govern the banking
institutions; authorize the establishment, termination,
changes made, and business scope of banking
institutions; publish statistics and reports for the overall
banking industry in China; and administrate the
supervisory boards of State-owned banking institutions
(China, 2003). The People's Bank of China (Central
Bank) analyzes, formulates, and implements macro
financial credit policy based on national socioeconomic
development policy (International Programs, 2008).
To complete the structure of China's government lays the
Provincial Government and Local Government which
monitor and maintain towns and cities on a local level.
China's legal system is made up of four main Courts, the
Basic People's Courts, Intermediate People's Court,
Higher People's Court, and Supreme People's
Court—each ranking in different hierarchy. Unlike
common law practices, as in the United States, China has
no strict precedential concept of case law – each case
stands as its own decision (Law Info China, 2009).
The most fundamental of four courts is called the Basic
People's Courts. The Basic People's Courts is a local
level court adjudicating criminal and civil cases of first
instance. Excluded from jurisdiction on criminal cases
are cases carrying penalty of death or life imprisonment,
as well as certain foreign civil cases. The Courts at this
level can request that more important cases be
transferred to a higher court (Law Info China, 2009).
The next court in ranking order is the Intermediate
People's Court. The Intermediate People's Court's
jurisdiction are those major cases, including those
transferred to it from Basic People's Court, dealing with
foreign parties; counterrevolutionary cases, criminal
cases subject to sentence of life imprisonment or death;
and cases where foreigners committed crimes (Law Info
China, 2009).
The Higher People's Court is the next court in rank. The
Higher People's Court's first instance jurisdictions are
cases assigned by law, or transferred from lower courts;
major criminal cases which impact the entire province.
The Higher People's Court also hears cases of appeals or
pretests against judgments and orders or lower courts
(Law Info China, 2009).
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The highest of courts in China is the Supreme People's
Court. This court's original jurisdiction is over cases that
have been assigned to it by law, or over cases that it
decides it should try. The Supreme People's Court has
jurisdiction over appeals or protests from the Higher
People's Court and Special People's Courts—such courts
consist of Maritime Court, Military Court of the PLA,
Railway Court, Transportation Court, and Forest Affair
Court (Law Info China, 2009).
The highest ruling rank of all is the Constitution of the
People's Republic of China. The Constitution is China's
main source of law. Under the rule of the constitution,
citizens are guaranteed their basic rights and interests
such as the right to vote and run for election; freedom of
speech, of the press, of assembly, of association, of
procession and of demonstration; freedom of religious
belief; the inviolability of the freedom of the person,
personal dignity and residences; freedom and privacy of
correspondence; the right to criticize and make
suggestions to any state agency or functionary and
exercise supervision; the right to work and rest and the
right to material assistance from the state and society
when they are old, ill or disabled; and the right to receive
education and freedom to engage in scientific research,
literacy and artistic creation and other cultural pursuits
(Law Info China, 2009). However, one must balance
these rights against the findings of Freedom House. As
discussed earlier, Freedom House rated the Chinese
society as “not free” relative to the practice of economic,
civil, and political freedoms (Freedom House, 2007).
Most-Favored Nations (MFN)
Most-Favored Nations (MFN) is a status that permits a
country to have open trade in both directions with
another country. A major benefit in having (MFN) status
is the reduction of tariffs and import taxes paid on either
country. The term Most-Favored Nation has now been
replaced by “Normal Trading Regulations” (NTR)
which ultimately means the same. In May 2000, the US
House of Representatives granted China “Permanent
NTR” status (On the Issue, 2000).
Tax Rates
Defined by InvestorWord, a tax is a fee charged or levied
by a government on a product, service, income, or
activity. Taxes levied on a direct corporate income or on
a personal income are considered direct taxes
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(InvestorWord, 2009). China categorizes their income
taxes (direct taxes) into corporate taxes which are
currently positioned at 25 percent and personal taxes
which have a current set range of 5 percent to 45 percent
(Worldwide-Tax 2009). As for the United States,
income taxes are also categorized into corporate and
personal income taxes. The United States' corporate tax
bracket is 15 percent to 35 percent while personal
income taxes also fall in the 15 percent to 35 percent tax
range (Worldwide-Tax, 2009). China is listed to have a
value added tax (VAT) of 17 percent (Worldwide-Tax,
2009). The VAT is a tax levied to a product at each stage
of production from raw materials to finished goods. The
United States does not have a VAT tax (Dictionary,
2009).
Direct Investment and Labor Costs
As a country, China's Foreign Direct Investment (FDI) is
growing at a positive pace. China ranks as one of the
world's largest recipients of FDI (FIPA, 2009). Their
outward FDI flow is $52,150,000 USD and their inward
FDI flow is $108,312,100 USD (UNCTAD, 2008). That
accounts for 6% of China's gross fixed capital formation.
In terms of FDI stocks, China ranks 12th with
$327,087,000 USD (UNCTAD, 2007). Dealing directly
with the United Statistics, China's exports to the U.S.
have skyrocketed since joining the WTO in 2001
(Prasad, 2009). That amount is 5 times more than the
amount of imports that China receives from the U.S.
(Prasad, 2009). All in all, the US accounts for
approximately 18% of China's exports, whereas U.S.
exports only amount to approximately 4% of China's
total imports (Prasad, 2009). AT Kearney reports
inflows for China were down slightly from $72.4 billion
in 2005 to $69.5 billion in 2006. The flows that were
estimated for 2007 were at $67.3 billion (AT Kearney,
2007). The net FDI for China is currently at $50.7
billion (U.S. dollars). The gross FDI is $102.9 billion
(U.S. dollars). As for 2010, the net FDI is projected at (in
U.S. dollars) $47.6 billion with the gross FDI in U.S.
dollars projected at $99.8 billion (Deutsch Bank, 2009).
A popular question is if China will move towards a
democracy style of government that would loosen
restrictions. Many believed that would be the case, but
China's former leader Deng Xiaoping has not made the
same indications (BMI, 2009). Instead they use the
success of China's economy as reasoning to keep things
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the way they are (BMI, 2009). Although there seems no
change in the future politically, the Chinese economic
system is realizing an increase in the private sector
(BMI, 2009).
A move away from communism and towards a more
capitalistic nation would make it easier for Westerners to
do business with China. A vastly growing private sector
is a good indication that China is making a move away
from communism. Joining trade organizations helps,
too. In terms of ease of doing business, China ranks 83
out of 181 nations, whereas the United States ranks 3 out
of 181 (Globaledge, 2009). China has a global
competitiveness ranking of 30 out of 134 and the United
States ranks number one (Globaledge, 2009). China's
risk ranking is at an A3, and the United States is an A2
(Globaledge, 2009). Another risk rating performed by
AMBEST ranges from CRT-1 to CRT-5, where CRT-1
means a stable environment and CRT-5 is for countries
that pose more risk. According to this ranking, China is a
CRT-3 and the United States is a CRT-1 (AMBEST,
2009).
Along with being a part of the WTO, China is also a
member of Asian-Pacific Economic Cooperation
(APEC). APEC is a cooperative, multilateral economic
and trade forum. It is the only international
intergovernmental grouping in the world committed to
reducing barriers to trade and investment without
requiring its members to enter into legally binding
obligations. APEC achieves its goals by promoting
dialogue and arriving at decisions on a consensus basis,
giving equal weight to the views of all members (APEC,
2009).
To secure $1,000,000 USD for a payment scheduled in
90 days from a US firm to China would require the use of
a forward exchange rate (OZFOREX, 2009). A forward
exchange contract (FEC) would be used to execute this
payment. The FEC allows the US firm to lock in an
exchange rate today, and execute it in 90 days
(OZFOREX, 2009). The difference between a spot
exchange rate and the forward exchange rate can be
determined by interest rates and time to maturity. The
spot exchange rate is today's exchange rate and would
not be able to ensure the full $1,000,000. Instead, the
forward exchange rate takes into account the spot
exchange rate along with the interest rates of the
countries and the time to maturity to calculate a fair rate
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for both sides. An agreed upon forward exchange rate
would secure the $1,000,000 in 90 days.
In terms of the Big Mac Index, China's currency seems to
be undervalued. According to the Economist, the price
of a Big Mac in the United States was $3.54 as compared
to 12.5 Yuan. With the current currency exchange rate of
$1 = 6.8 Yuan that would mean a Big Mac should cost
24.07 Yuan in China. Since the price is roughly half that,
the Chinese Yuan is undervalued by nearly 50%
(Economist, 2009).
China has many multinational corporations (MNCs).
They have almost 24 million employees, represent
around 90 exporters, and control many segments of
marketing in China. MNCs in China are extremely
important as they use their revenue to govern channels of
distribution, force other countries in the world to open
their marketing strategies, give support to local firms,
and hold international accords instead of rejecting them
(Multi-national corporation, 2007). The earliest MNC
to do business in China was Pepsi-Cola. Currently,
Pepsi is a beverage giant in China with 40 wholly-owned
and joint ventures including 15 bottling plants and four
snack-food factories. Pepsi employs 10,000 people in
China and have invested over $800 million with annual
revenues of $700 million. Pepsi pays an average of $50
million in taxes to the government of China every year.
Almost all of Pepsi's brands are marketed in China
including Pepsi-Cola, 7-UP, Mirinda, Mountain Dew,
Pepsi-Light, Pepsi-Twist and Dole juice. It also has some
popular local brands, such as Yazhou in Guangdong, Bei
Bing Yang in Beijing and Tianfu Cola in Sichuan (FDI
Magazine, 2009).
China has the power to become the biggest consumer
market in the world – likely outpacing India in the short
term. Every year since 2006, the China's GDP (Gross
Domestic Product) has grown significantly indicating
the economy is increasing for China. In 2006, the GDP
in U.S. dollars was calculated as being $2.786 trillion.
For 2009, it is currently at $4.819 trillion (U.S. dollars)
and as projected for 2010, $5.472 trillion USD (Deutsch
Bank, 2009).
The country of China has an hourly compensation cost
for manufacturing workers of $5.78 (U.S. dollars). This
number is second to the lowest with the lowest
compensation cost being in Mexico. In comparison, the
United States' hourly compensation cost runs at $23.82
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USD (Hourly Compensation, 2006).
Conclusion
After doing a thorough analysis of China, the authors
have come to find China has many strengths and
weaknesses. China is such a populated country and
enjoys a larger workforce that provides cheap labor
(CIA, 2009). China is a member of the World Trade
Organization and is striving to reduce taxes on trading to
and from other countries (WTO, 2009). The Chinese
believe strongly in ethical and philosophical codes
which results in the Chinese people holding their morals
high (China Insight, 2007). The Chinese are motivated
for excellence – their goal is to create productive citizens
who can serve society; therefore, the Chinese excel in
school to benefit China, not for the individual's personal
wealth as is so in the United States (China Town
Connection, 2005). The Chinese are active exporters
and have won the right to import and export without
having to go through the centralized government
(Background, 2009). China is one of the main
destinations preferred for trading, because of the
relocating of global manufacturers which greatly
impacts the employment rate in China (Background,
2009). The Chinese economy is growing significantly
creating a more promising outlook for the future. The
U.S. House of Representatives granted China
“Permanent NTR” status (On the Issue, 2000). As a
country, China's Foreign Direct Investment (FDI) inflow
and outflow is very good—China ranks as one of the
world's largest recipients of Foreign Direct Investment
(FIPA, 2009).
On the other hand, China also has several weaknesses.
China is currently a Communist country—according to
China's former leader Deng Xiaoping, the party leaders
have planned to keep things the way they are due to the
success of their economy (BMI, 2009). China has some
serious social conditions that include common
corruption, trafficking in persons and discrimination
against women, minorities, and people with disabilities
(State Government, 2008). Another weakness in China
is the lack of government oversight on the illegal sale of
black-market products. Companies have little if any
protection when it comes to product design, marketing
or patents. Given the Chinese collectivistic society, it is
rather common to steal and copy others' information
without any compensation. China must address the
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black-market issue for them to increase FDI and
establish trustworthy relations with the outside world.
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Managing Input Cost Volatility
in Emerging Markets
Ashish Varma and Ishika Varma
In the recent past, a great many businesses have been vulnerable to the volatile cost of inputs. A new area for
contribution will emerge from this trend which will result in a change from computation of costs to consulting/ advising
clients on cost management as clients increasingly rely on the managerial professionals to analyze business
information, support decisions and provide strategic advice. The purpose of this paper is to bring to the fore the new
challenges due to integration with the world economy and the resultant opportunities emerging and the necessary skill
set needed for the same for budding professionals who wish to pursue new and exciting opportunities in the
management of inputs costs for cost effective production.
Key Words: Volatility, Analytics, Cost Management
Introduction
The business literature is full of positive sentiment about
India's role in the new world economy and India's
comparisons with China are well documented. India is
also poised to be one of the most dominant talent pools
with skills set at par with the best in the world. So far the
Indian Managers have played a stellar role in the
transition of the Indian economy during the last two
decades from an isolated economy in the late 80's to a key
global player in the current age. The present times are
characterized by intense competition, a rapid product
development life cycle, highly flexible production
capabilities for the range of products offered.
In the recent past, a great many businesses have been
vulnerable to the volatile cost of inputs be it the farm
inputs for the FMCG and food processing industry or
inputs such as steel for the automobile industry. A new
area for contribution will likely emerge from this trend
which will result in a change from computation of costs
to consulting/ advising clients on cost management as
clients increasingly rely on the managerial professionals
to analyze business information, support decisions and
provide strategic advise ( Investment weekly news,
2011) .
The purpose of this paper is to bring to the fore the new
challenges due to integration with the world economy
and the resultant opportunities emerging and the
necessary skill set needed for the same for budding
professionals who wish to pursue new and exciting
opportunities in the management of inputs costs for cost
effective production.
Recording the Costs
There have been dramatic changes in the accounting
• Volume 2 • No. 2 • July-December 2011

profession in recent decades (Wolk and Nickolai, 1997).
Internationally, the accounting profile has become highly
technology driven, with very complex and sophisticated
tools being used for business analytics and decision
making. Collaborative competition, as practiced by
leading firms, leads to sharing of common research and
developments resulting in the further expansion of the
market. The new business models which are
characterized by flexible structures, decentralized
control and real time reviews pose both opportunities and
challenges. All this connotes that the task of managing is
ever more challenging since the managers need to
compete for the best talent, quality inputs and all this at a
cost effective price.
Boerner (2006) states that the era of corporate
reformation is characterized by dramatic changes in
accounting processes, cost ascertainment, accountability
to shareholders, the boardroom environment, financial
research and analysis ( as related to specific companies ),
auditing processes etc. Two skills which are a must in this
environment are Leadership and Communication.
Communication is central to accounting (Parker and
Guthrie, 2009). Accounting involves various forms of
written communications such as numbers, charts and
graphs, explanatory notes etc. The new ecosystem will
demand identifications of trends in ambiguity and
thought leadership when it comes to management of
volatility. Managers need to constantly re visit the
optimal production mix, the best possible production
schedule and the highest value creating activities so that
wastes are minimized and high efficiency levels are
achieved.
More specifically, there are a few best practices which
help a manager in input volatility management:
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1. Forecasting: Use of Data
An authority on the subject, Penman (2010) states that
forecasting, risk determination and valuation are a matter
of accounting since accounting provides information to
forecast payoffs and also specifies the payoffs to be
forecasted. He further states that accounting determines
the transition from the present to the future and thus
implicitly the evolutionary parameters that a statistician
might estimate for forecasting. The advanced valuation
models calculate the value effect of each business
activity. Penman (2010) stated that valuations involve
forecasting expected payoffs and discounting expected
payoffs for risk.
As per Brenden (1980), Conditional forecasts are those
where the underlying assumptions about the future of all
variables are explicitly set out whereas unconditional
forecasts are those where the forecaster simply states best
estimate when all other effects have been netted out.
User friendly packages such as Eviews, Microfit,
Minitab, PcGive, SAS, Shazam, are available which can
make complex calculations easy for efficient estimation
and forecasting.
Inaccurate forecasts have a high cost associated with
them. This also leads to subsequent actions effecting the
entire value chain. The example of Dell is legendary.
Dell's ability to quickly assemble personal computers,
and manage with minimum inventory was also
constrained by the component suppliers lead times.
Econometrics is also used in relating the impact of
accounting data on capital markets thus empowering the
user with critical insights. One can use causality to
identify relationships which can improve decision
making. The data can be suitably used for forecasting
purposes using say ARIMA
(Auto regressive Moving Average) modelling. Then the
accuracy of the ex post forecast will need to be tested.
Another use is the use of Logit models for prediction
purposes. Typically these logit models will have
variables in different combinations from which the best
model will be ascertained depending upon the users
needs. High volume data which is non stationary needs to
be made stationary before it can be worked upon. Then
the data is useful for decision making.
Clients are increasingly demanding that the managers
figure out the uniqueness in the information and decipher
the trends and scenarios accordingly. Those who
understand cost analysis are in perhaps the best position
to link the external economic events which shaped the
numbers with the likely impact on the firm's financial
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well being. It is important to realize what can be
forecasted and what cannot be forecasted and an
appreciation that not all the items in the cost structure of
the firm will be with volatile prices. The managers need
time to comprehend the environment, and then exercise
expert business judgment.
2. Input Volatility Risk Analytics
Most global firms with a large customer base such as Fast
moving consumer goods (FMCG) firms are increasingly
using the Customer Relationship Management (CRM)
systems; have cross functional teams and use risk
mitigation packages. These risks could be as diverse
from procurement risk to obsolescence risk. All the
information processing helps to revisit their supplier
network, logistics, and schedules and thus the firms can
take a informed call on different product categories and
the best manufacturing strategy for each class of product.
The volatile input demanding category should be made
as much in advance as possible so that the best prices can
be factored in.
One key skill set needed in this situation is data
modelling and expertise in creation of cost indexes and
cost scorecards. Proficiency in SAS, SQL, Model
Builder and MS Excel is very useful in such cases. As
many cases have highlighted in the past, unethical
earnings management practices in the cost management
space will lead to financial distress. A need is felt to
identify potential candidates for such distress. This is
where multi discriminant analysis based tools such as the
ALTMAN Z Score is very useful.
Institutional theory suggests that organization will
respond to environmental complexity brought about the
changing task and institutional environment by adapting
their management practices needed to ensure their long
term survival ( DiMaggio and Powell, 1983 as cited in
Wu Boateng Drury 2007). This will be facilitated by the
managers who have by their professional prerequisites a
sound understanding of Cost management, economic
theory and information technology.
Demographic shifts have implications for firms and
its clients and accounting professionals would deal with
clients across global borders. Globally the managers are
curious to learn about the impact of Accounting
conservatism, Historical cost concept and other
Generally Accepted Accounting Principles (GAAP)
choices on firm valuation. These choices, which vary
amongst the firms, pose unique challenges for the
Analytics to resolve. For example the impact of
information asymmetry on various stakeholders needs to
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be ascertained. The study of evidence from various
countries regarding the impact of Institutional and
ownership pattern on both Valuation and Governance
efficiency is another case in point.
3. Cost Modelling and Business Valuation
Every manager agrees that one needs to very careful in
interpreting numbers and have an eye for minor
deviations to the trend. This requires proficiency in
information retrieval, internal and external surveillance,
quality assurance checks and financial data research
along with macro analysis.

The list is not comprehensive or exhaustive but is
intended to offer new vistas for consideration. With the
new business realities the managers will have to embrace
both challenges and opportunities to excel in their
profession.
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Conclusion
The above mentioned areas viz, Forecasting, Analytics
and Cost modelling are some of the key new areas where
new and exiting opportunities have started to emerge for
enthusiastic managers who are willing to embrace
technology, have global mindset and are willing to solve
complex business requirements with sophisticated tools.
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After Sales Service in Consumer
Durable Goods: How Truly Satisfying?
Mayank Agarwal
This article discusses debate often held among individuals about customer satisfaction with one or other customer
durable. The argument for or against revolves around product features while other group lens on prevalent after sales
service to defend. The study described herein focuses on sales vis-à-vis after sales aspects. On different litmus tests the
findings reveal that 'after sales' aspect of business activity leaves much to do.
After sales business activities in the country has received little systematic research attention. After-sales service a part
of customer relationship management helps to enhance a customer's loyalty. Analysis of data presented focused on Air
conditioners, to illustrate, points out lacuna in the system. It calls for need to realign the practice if long lasting
relationship between customer and supplier has to do any thing worth while in brand promotion.
Results have also indicated to confirm on the earlier literature that there was strong relationship between the
dependent variable of customer satisfaction and four independent variables- product sold, its delivery and installation,
performance and lastly but more important repairs and maintenance of durable goods to keep customer smiling. The
delighted customers in turn will remain loyal and always have a positive impression towards the company and its
products.
Key Words: After Sales Services, Customer Satisfaction, Consumer Durable Goods.
Introduction
“The customer value concept holds that customers buy
what creates the most value for them. It has also been
defined as an emotional bond created between a
customer and a supplier. A precondition for this bond to
be established is that the product be able to meet or
exceed customer's expectations. Customers can be
delighted if the supplier is able to improve its
performance continuously.” (Butz and Goodstein,
1996).
Innumerable advertisements in various media are seen
and heard round the clock with singing praise of one or
the other CD (consumer durable) with lucrative offers
especially in the name of festive occasions. Question
arises how many of them speak of round the clock after
sales service? The quick answer is none. Leave aside
fliers by night or less known manufacturers, what
happens to when it comes to the reputed companies, may
be domestic or multi national (like Bajaj, Godrej,
Videocon Whirlpool, LG, Samsung, and so on) ? It
reminds me of recent Hindi movie “Rocket Singh sales
man of the year” (2009) in which an employee of the
company is successful in establishing his own brand
organization by assuring and creating confidence in
customers of round the clock service. So much so, on the
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strength of reasonable pricing and twenty four hour
service after sales he is able to acquire the company
where he was just a meek employee.
There is no dearth of customers with their plight of
unheard grievances against the product/s which they
bought impressed by brand name or festival offer or
some such advertisement. It was not too late when they
realized that they were day dreaming. In certain cases
before the expiry of warranty period the machine starts
giving problem. The shop keeper who until yesterday
was looking a sweet friend in need proves a foe indeed
when he shows his ugly teeth on complaint. Either he
assures with promises which he knows that he is not
going to fulfill or he attempts to blame you on your
incompetence to handle the machine or shows
instructions written in very thin font where the company
disowns the responsibility etc. If they are not successful
in doing so, the complaint is registered but dilatory
tactics are adopted which are often enough to test the
patience of the customer.
Further unattended
complaints registered at various consumer forums,
internet (mouthshut.com etc.) are in abundance. Also
there is no paucity of persons who have finally kept
silence after banging their heads with shop keeper,
customer care or service centre. Do customers expect far
• Volume 2 • No. 2 • July-December 2011

too much? Or is it that sellers do not really care since the
product has since been sold?
The importance of after sales service can be significant to
customer satisfaction, particularly, if the customer's
capital expenditure on the equipment is significant. As
the consumer durable manufacturers attempt to drive
volumes and penetrate deeper into the countryside and
down the value chain, the lack of after-sales
infrastructure is a major stumbling block.
None the less, till today poor after sales service in our
country remains a fait accompli despite multi fold growth
in industrial production and consumer awareness in
recent years. The instant study attempts to put up
microscopic lens to various facets of this wide spread
unresolved problem.
What lies behind the curtain?
Before going into the minutest details let us know where
the roots of so called problem are:
Rosy pictures shown to promote sale: Company itself
during advertisement campaign and sales activities built
up high expectations by promises that can not be
fulfilled. This by itself is enough to spoil brand image,
when product starts giving frequent trouble.
Margins kept squeezed: One more vital reason is that
margins are squeezed and market growth has not been
high as expected. Increasing cost of raw materials, staff
cost and high advertising budgets have added fuel to fire
that ever before… all put margins under pressure and
little scope to meet with cost of after sales service.
Financing the product purchase: Rising disposable
incomes are creating new aspiration levels amongst
middle class and a large part of market growth in the
future is expected to come from such income groups.
Manufacturing companies as well as finance companies
are devising aggressive market schemes to attract
customers. In a bid to compete each other at all levels,
little attention is paid to after sales.
Competitive price: The quality of after-sales-service is
not seriously considered during the sale. Customers
prefer to buy best brand at cheapest price, generally
unconscious about problem after purchase. He is
unaware of hidden cost which needs to be provided while
costing the item. Cold war is always ON between
different brand manufacturers.
• Volume 2 • No. 2 • July-December 2011

Life span: Unlike certain countries where products are
known for Use and throw Indian customer look upon a
consumer durable as a life-long investment. Every buyer
of such goods has to shell out four to five months salary to
purchase such an item. He in turn expects life of about 10
– 12 years for an AC or refrigerator without costly repair
at his end. In negative case is frowned with anger.
Franchisees: Service is carried out by outsourcing
whose staff are often ill-trained, ill-equipped and have
little contact with the company. This result in poor quality
of service and ultimately affects the image of the
company. If a customer has a problem with the service he
will find it difficult to approach even the manager of the
outlet due to inbuilt system or closed door policy.
Review of Literature
As back as more than half a century ago in 1954 Peter
Drucker wrote in The Practice of Management: 'There is
only one valid definition of business purpose: to create a
customer'. He said that an organization's ability to remain
in business is a function of its competitiveness and its
ability to win customers from the competition. The
customer is the foundation of the business and keeps it in
existence.
Whereas redefining the customer satisfaction Zeithaml et
al. (1996), emphatically mentioned that companies
should first examine the impact of service quality on
customers' responses by asking them the following
questions: What is the level of quality a supplier must
deliver in order to keep the customer; what would
encourage the customer to recommend the supplier; what
factors would reduce the likelihood of a customer
spreading negative worth-of-mouth; and should the
supplier focus on proactive service improvements or on
complaint handling in order to keep the customer.
Similar view was put forth by Sarah Cook; in his work
'Customer Care Excellence': 'How to Create an Effective
Customer Focus', 5th Edition: As customers begin to
experience a better service their expectations rise.
Furthermore, the service experienced is transferable in
the mind of the customer. The customer makes conscious
and unconscious comparisons between different service
experiences – irrespective of industry sector.
Kotler (1997), has also underlined the view that product
support services are increasingly becoming an area for
competitive advantage. Some companies already make
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more than half of their profits in product support services.
The customer is most concerned about an interruption in
the service that they expect from the product and their
worries can be specified into three areas: reliability,
service dependability, and maintenance.
Customers' assessment about the service quality of a firm
depends on their service encounter. Service quality can
be assessed in terms of interaction with service
personnel, technology interface and physical evidence.
Customers are the major decision makers in any
marketing effort. They select a service offering that adds
value to them and optimizes their satisfaction.
Scope of the Study
Often, term 'after sale services' is tied to services that are
delivered to the customer after the final product has been
delivered. After sale services have common
characteristics with repairs and maintenance activities,
as it is delivered to the customer after the final product
has already been delivered. The basic needs related to
equipment are performance, reliability, and
maintainability, which have to be met in order to provide
availability. The objective of after sales services is to
maximize the availability of all facilities and equipment.
Maintainability consists of design and production of
equipment so that it can be maintained. Maintenance
means performing duties to restore and to keep
equipment in operating condition. After sale
management not only includes maintenance, but
additionally attempts to improve the performance of the
operating capability that will improve the satisfaction of
a user. In practice, how far the companies are equipped to
ensure smiling customers?
Objectives of the Study
The main objective of this research is an increased
understanding of how a supplier can successfully
manage its after sales business in the durable goods
market. As the principal objective is somewhat broad, it
has been specified by dividing it further into three
questions:
1. What kind of perceptions do the customers have about
pre-sale and post-sale regarding the importance of the
services in reference to customer satisfaction?
2. What factors customers observe in after sale services?
3.What kind of relationships and communication
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networks exist between supplier and customer?
Research Problem
A great deal of literature dealing with marketing and
management issues recognizes the importance of
customer satisfaction for business. However, it has
concentrated more on discussing how to increase
customer sales rather than how to satisfy a customer
especially in after sales phase. In businesses where
services are part of the business, the services are visible to
the customer. Therefore, it would be quite natural that
such services would have a major impact on the customer
satisfaction. The pre-study stage found certain
indications that the supplier and customer could perceive
a few things differently and this would make an ever
widening gap.
Research Methodology
Research Design: An exploratory study has been carried
out to get clarity of objectives by interacting with
customers. The underlying and the most important
factors relating customers' perceptions and expectations
were explored. Descriptive study was carried out to study
underlying association between customer satisfaction
and performance of various after sales services.
Sample of the study: The respondents were from middle
income to higher- middle income group. The sample was
chosen on the basis of random sampling. The sample was
drawn from age group of 25 to 65 years on assumption
that they have the most spending power on durable goods
from computers to T.V. and air conditioners to
refrigerators etc. This group is very knowledgeable about
comparative features, brands and price. They have all
sorts of tools to gather information about the product,
dealer, company and its reputation. They are receptive to
new technology and know their requirements. They have
been dealing with customer oriented society and are
aware of their rights and market conditions. These
customers are direct and/or indirect users for the product
and services as they may have their parents, children,
spouses, collogues and friends using these goods. This
makes them a huge potential customer group. Thus
marketers continuously make efforts to produce goods to
satisfy their essentials and comforts.
Tool of the study: In the present study, data was
collected through a structured questionnaire. Pre testing
of the questionnaire was done on 10 people. For the
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study, a questionnaire containing 29 statements were
specifically constructed. The questionnaire consisted of a
five point Likert scale ranging from “strongly agree” to
“strongly disagree” with the middle of the scale
identified by the response alternative “neither agree nor
disagree”
Attribute selection: The important factors which
affected consumers were explored in this study. For this
23 attributes were selected, categorized into four groups.
The subsequent list of attributes was given to these
people used in the preliminary exploration and they were
asked to suggest any changes to the list. On the basis of
those responses, the language of some of the parameters
was slightly modified and used in the final survey.
Statistical Technique Used: The data is tabulated and
analyzed keeping in view the objectives spelt out and
hypotheses formulated.
•

Simple percentage technique has been used to
analyze the responses.

•

Mean

•

Standard Deviation

•

Correlation

Data Analysis: The data were collected from 100
respondents, from residential colonies, shops, dealers
etc. of Jaipur city, Rajasthan. The response rate was high,
which can be attributed to the fact that the distribution
was personalized. In turn they exhibited the willingness
to cooperate. Secondly, the questionnaire was directed to
the middle and upper middle class people of the society
who are generally motivated and take interest in
academic studies and the good response can also be
attributed to the fact that the subject was very interesting.
Limitation of the study

Since the study is based on sample opinion, the result
may vary due to change of sample size and also
composition. Therefore, the inference from the study
may not be generalized.
Results and Discussion
Exhibit 1: Covers characteristics of sample respondents.
Educated respondent of different age group from 25 to 65
years belonging from middle to higher income group
have been targeted with the perception that they have
capacity to use AC for personal or official purpose or
both.
Age

: 25-35 years-17%, 36-45 years42%, 46- 55 years-24%, 56-65
years- 17%

Gender

: Male-68 %, Female- 32 %

Education

: Pre University-03%, Graduate 29%,Post Graduate- 42%,
Professional- 26%

Income Group

: Higher- 14 %, Higher- Middle 32%, Middle- 54 %

Occupation

: Student or Housewife-17%,
Salaried-42%, Business- 27%,
Professional- 14%

Air Conditioner

: High End- 16%,
Medium End64%, Lower End- 20 %

Usage Rate

: Very High Usage-12 %,High usage32%,Medium Usage-48%,Low
usage-08%

Purpose

: Personal- 68 %, Office- 32%

Inference: This group is normally assumed to be aware
of their rights and services expected in competitive
world.

The study has been conducted for only a limited area.
Exhibit 2: Descriptive Statistics Results of the Variables:.
S. No.

Variable Mean and Std. deviation

Mean Scores

Std. Deviation

A

PRODUCT

4.1

0.703

1.

Promotional Activity

4.03

0.797

2.

Product Features

3.47

0.501

3.

Pricing

3.7

0.559

4.

Brand

3.67

0.472
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S. No.

Variable Mean and Std. deviation

Mean Scores

Std. Deviation

5.

Dealer Network

3.7

0.460

B

DELIVERY AND INSTALLATION

3.68

1.109

6.

Prompt Delivery

3.8

0.402

7.

Packaging And Safety Standards

4.1

0.703

8.

Installation And Start Up

3.53

0.593

9.

Advice And Training For Equipment

2.96

0.839

10.

Technical Literature

3.26

0.970

11.

Complementary Accessories

2.88

0.844

C

PERFORMANCE

3.5

1.167

12.

Cooling

3.7

1.058

13.

Electricity Saving

3.8

0.876

14.

Low Maintenance (Cost)

3.97

0.797

15.

Convenience Of Use Of The Product

3.55

0.978

16.

Value For Money

3.97

0.797

D

REPAIRS AND MAINTENANCE

3.1

0.881

17.

Honored the Promised Services

3.21

0.782

18.

Prompt Response To The Complaint

2.83

0.377

19.

Understanding Of Problem

2.52

0.503

20.

Less Visits Made For The Same Fault

2.5

0.502

21.

Standard Of Work Carried Out

2.5

0.502

22.

Empathetic Attitude Of Staff

2.8

0.876

23.

Correct Invoices

4.13

0.676

E

OVERALL SATISFACTION

3.51

0.658

Inference: Mean scores from first three categories are on the satisfactory side but for the category of repairs and
maintenance it is on border line indicating lacuna requiring improvement.
Exhibit 3: Distribution of Sample of customers on the basis of their satisfaction level
Basis

Level of satisfaction (Percentage)
Low (1-2)
Medium (3)
High (4-5)

Product

0

20

80

Delivery And Installation

20

22

58

Performance

20

45

35

Repairs and Maintenance

28

40

32

Inference: Customers are overall satisfied with the product but other three variables have lower customer
Satisfaction.
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Exhibit 4: Correlation of Categories with Overall Satisfaction level
S. No.

Variable

Correlation Coefficient

1

Product

0.586

2

Delivery and Installation

0.488

3

Performance

0.662

4

Repairs and Maintenance

0.710

Inference: All the four categories indicates overall satisfaction but people are more concerned about performance and
repairs and maintenance variables
Exhibit 5: Correlation of Variables with Category Satisfaction level
S. No.

Variable

A

PRODUCT

1.

Promotional Activity

0.545

2.

Product Features

0.724

3.

Pricing

0.590

4.

Brand

0.100

5.

Dealer Network

0.416

B

DELIVERY AND INSTALLATION

6.

Prompt Delivery

0.761

7.

Packaging And Safety Standards

0.947

8.

Installation And Start Up

0.796

9.

Advice And Training For Equipment

0.550

10.

Technical Literature

0.847

11.

Complementary Accessories

0.951

C

PERFORMANCE

12.

Cooling

0.567

13.

Electricity Saving

0.592

14.

Low Maintenance (Cost)

0.558

15.

Convenience Of Use Of The Product

0.295

16.

Value For Money

0.558

D

REPAIRS AND MAINTENANCE

17.

Honored the Promised Services

0.294

18.

Prompt Response To The Complaint

0.051

19.

Understanding Of Problem

0.748

20.

Less Visits Made For The Same Fault

0.638

21.

Standard Of Work Carried Out

0.638

22.

Empathetic Attitude Of Staff

0.758

23.

Correct Invoices

0.536
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Inference: Each category has been reviewed under
different variables. It is noted that product category is
most affected by product features and pricing, whereas,
delivery and installation is mostly affected by packaging
and safety standards as well as complementary
accessories. The performance is judged mainly in
relation to electricity consumption whereas Cooling is
seen with reference to repairs and maintenance, attitude
of staff and appreciating the gravity of problem etc.
Conclusion
With the overall development in the country, craze for
the white good like Air conditioner has increased
significantly as it is noted that large number of persons
owns this item of comfort, which hitherto was a luxury or
dream for many. Not only they own this item but had
been using in their houses regularly for last more than 1
to 5 years. However, the manufacturers till today do not
seem to have shown serious concern over the service
after sales. Neither any of the government agency nor
any NGO have issued strict guidelines to protect the
interest of the customer effectively. Although some
forums have been established in recent past and they
have been looking into the plight of the aggrieved party
but the fact is not too many are willing to file their
complaint in the Consumer court for obvious reasons.
There is thus dire need for putting in place a hassle free
structural and legally acceptable system for quick
grievance redressal of the customer and setting
maximum time limits for settling complaints in the light
of increasing use of such products. In its absence, the
lack of after-sales infrastructure is a major stumbling
block. This will also put pressure on manufacturers to
provide better quality of goods in the market. Needless
to say that it will give further boost to the industrial
growth of the industry.
The importance of after sales service can be significant
to customer satisfaction, particularly, if the customer's
capital expenditure on the equipment is significant. It is
expected that the importance of well-managed services
in after sales phase, will increase, particularly in
environments where high capital investments are
required and such investments are made over longer
periods of time.
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Cost based Static Approach to Enhance
the Performance of Distributed Network
Kapil Govil and Avanish Kumar
A Distributed Computing Environment (DCE) consists of one or more applications/ programs spread over several
devices and connected by media links. These computer links may be geographically separated from one another. In the
disturbed computing environment the programs or tasks are also often developed with the subsets of independent units
under various environments. The allocation of tasks to processors is an essential step in exploiting the capabilities of
distributed systems and may be done in various ways.
In this paper we have discussed and tried to provide an optimal solution for assigning a set of 'm' tasks of program to set
of 'n' processors where m>n. The model, presented in this paper allocates the tasks to the processor to increase the
performance of the DCE. The model addressed in this paper is based on the consideration of processing cost of the task
to the processors. Keeping in view we are suggesting a new technique to assign all the tasks as per the required
availability of processors so that none of the tasks get remains unprocessed in the distributed network.
Key Words: Distributed Computing Environment (DCE), Performance, Processing Cost, Task Allocation
Introduction
A Distributed Computing Environment (DCE) consists
of multiple autonomous computers that communicate
through a common communication link. In distributed
computing environment, a problem is divided into many
tasks, each of which solved by one computer. A DCE
may have a common goal, such as solving a large
computational problem. Alternatively, each computer
may have its own user with individual needs, and the
purpose of the distributed system is to coordinate the use
of shared resources or provide communication services
to the users. Instead of single large processor being
responsible for all aspects of process, there are several
separate processor handles these aspects. A DCE can be
seen as virtual uniprocessor. In the DCE the program or
tasks are also often developed with the subsets of
independent units under distributed environments. In the
present research paper, we have taken a domain of
distributed computing environment where there are 'n'
processors with the same processing speed and 'm' tasks
(where m>n). This condition looks like a FIFO (First in
First out) ordered queue. When first most tasks are
assigned to the processor, remaining tasks have to wait
until first task has been completed. As given in figure 1.
Figure : Distributed Computing Environment
According to present scenario, there are more tasks to get
processed on less number of processors. We have to
allocate all these tasks to all the processors. Now,
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problem arise that what should be the allocation policy,
which allocate tasks to processor to get processed with
minimal as well as optimal processing cost. Some of the
task allocation methods have been reported in the
literature, such as Integer Programming [KUBA2008,
MARI2007], Branch and Bound technique
[DORT2010], Load Balancing [ANDR2008,
BRUC2000], Reliability Optimization [YANG2009,
GAMA2006], and Modeling [JEFF2007]. The problem
chosen in this paper is related to task allocation in a DCE,
static in nature and enhance the performance of the
distributed networks through optimizing the cost
constraints. In this research paper we have design an
algorithm to assign all tasks in DCE to the existing
number of the processor in such a way that overall load
should also be balanced that avoid the situation of
• Volume 2 • No. 2 • July-December 2011

overloading by using the proper utilization of processors
of the network.

Step 9:

Arrange the PCM(,) in descending order of
their Processing cost and store them in
APCMd (,) of order 1 x m.

Step 10:

For i = 1 to n

Step 11:

Allocate task Ti (from APCMd (,)) to Pi

Step 12:

i=i+1

Step 13:

End For

Step 14:

While all task!=ALLOCATED

Step 15:

For task tj :

Objective
The objective of this study is to minimize the overall
processing cost for a DCE through optimally assigning
the tasks of various processor of the network, so that the
performance of the DCE is to be upgraded. The
processing of task is means that all of its sub tasks get
processed. The type of assignment of tasks to the
processor is static. Also insure the processing of all the
modules of task as task modules are more then the
numbers of processors in the network. In this paper,
performance is measured in term of processing cost of
the task that have to be get processed on the processors in
the network and it have to be optimally processed i.e.,
cost to be minimized.

Step 16:

Search for the minimal processing time by
adding the processing cost tj = t1 to ti and
allocate the task to the relevant processor.

Step 17:

End While

Technique

Step 18:

Add all the processing cost processor wise

In order to evaluate the overall optimal processing cost
and cost of a DCE, we have chosen the problem where a
set P = {p1, p2, p3 …pn} of 'n' processors with same
configuration and a set T = {t1, t2, t3 …tm} of 'm' tasks,
where m>n. First we have to arranged the task modules
in descending order of their processing cost. Then
initially in first allocation we assigned single task
module to each processors from the task queue which
had been arranged in descending order. After that in each
allocation we find the processor with minimum load and
next task module will assign to that processor, we will
repeat these steps until all the task module will assign to
the processors in distributed computing environment.

Step 19:

State the result.

Step 20:

End Algorithm

Implementation
In the present research paper, we have taken distributed
computing environment which consist a set P of 4
processors {p1, p2, p3, p4}, and a set T of 7 tasks {t1, t2, t3, t4,
t5, t6, t7}. It is shown in figure 2. The processing cost of
each task are known and mentioned in the processing
cost matrix namely PCM of order 1 x 7.
PCM(,) =

t1

t2

t3

t4

t5

t6

t7

1200 1000 1800 1500 1600 1100 1300
Figure 2: Task Allocation Problem

Algorithm
Step 1:

Start Algorithm

Step 2:

Read the number of task in m

Step 3:

Read the number of processors in n

Step 4:

Store the task and processing cost into
Processing Cost Martrix PCM(,) of order 1
xm

Step 5:

For i = 1 to m

Step 6:

Read the Processing cost of task Ti in
Pcost()

Step 7:

i=i+1

Step 8:

End For
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We have assign
all modules of
tasks in order to
get minimum
processing cost
for the task
allocation first
arrange Task
modules in
descending
order in regards
processing cost.
On arranging the processing cost of each task in
descending order in PCM(,) we get arranged processor
cost matrix namely APCM(,) of order 1 x 7.
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APCM(,) = t3

t5

t4

t7

t1

t6

t2

1800 1600 1500 1300 1200 1100 1000
Now we select four tasks (i.e. t3, t5, t4, t7) from APCM(,)
and allocate all these four tasks to all four processors
using First Come First Serve (FCFS) policy. We find
allocation as follows:
Table 1: Task Allocation Table
Processor

Tasks

p1

t3

p2

t5

p3

t4

p4

t7

Now we pick next one task (i. e. t1) from APCM (,);
and to check the load of each processor by add in the
processing cost task t1. As processor p4 has the minimal
load after adding the processing time of task t1. so we
allocate task t1 to processor p4. So the assignments are:
Table 2: Task Allocation Table
Processor

Tasks

p1

t3

p2

t5

p3

t4

p4

t7* t1

(i.e. t2) from APCM(,); and again to check the load of
each processor by add in the processing cost task t2. As
processor p2 has the minimal load after adding the
processing cost of task t2. So we will allocate task t2 to
processor p2. So the final assignment along with the
processing is given in the following table.
Table : 4 Task Allocation along with Processing Cost
Processor
cost

Tasks

Processing

p1

t3

1800

p2

t5*t2

2600

p3

t4*t6

2600

p4

t7* t1

2500

Conclusion
In this research paper we have chosen the problem, in
which the numbers of tasks are more than the number of
processors of the distributed computing environment.
The model mentioned in this paper is based on the
consideration of processing cost of the tasks to various
processors. The method is presented in pseudo code and
implemented on the several sets of input data to test the
performance and effectiveness of the pseudo code. It is
the common requirement for any assignment problem
that the task have to be processed with minimum cost.
Here, performance is measured in terms of processing
cost of the tasks that has been processed by the processor
of the network and also it is found that all the tasks have
been processed optimally. The optimal result of the
example that is considered to test the algorithm and it is
mentioned in the implementation section of the paper are
as follows.

Again for the next task allocation we pick next one task
(i.e. t6) from APCM(,); and again to check the load of
each processor by add in the processing cost task t6. As
processor p3 has the minimal load after adding the
processing cost of task t6, so we allocate task t6 to
processor p3. So the assignments are:

Table 5: Task allocation along with overall
Processing Cost

Table 3: Task Allocation Table

Processor

Tasks

Processing Cost

Processor

Tasks

p1

t3

2600

p1

t3

p2

t5*t2

p2

t5

p3

t4*t6

p3

t4*t6

p4

t7* t1

p4

t7* t1

Again for the next task allocation we pick next one task
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The following figure 3 shows the task allocations on
several processors.
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Figure 3: Final Task Allocation
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Lean Six Sigma Implementation
of ERP for SMES : Now or Never
Rashmi Jha and A. K. Saini
"To get rich is glorious," sparked the growth of ERP for private enterprises which initially were limited to small and
medium sized industries. Earlier ERP was a term restricted purely to elite companies as it calls for voluminous
investments. For companies to grow and consistently exceed bottom line expectations, they need to get lean. And to get
lean they should master eight basics of Lean Six Sigma. Today every organization strives to optimize its operations,
further based on the type of problems, combining Lean and Six Sigma tools with traditional project management
techniques for ERP Implementation can be a powerful combination for ERP Sustainability in Small & Medium
Enterprises.
Key Words: ERP, Lean, Six Sigma, SIPOC, DMAIC, DMADV, SMEs, BPI.
Introduction
Initially, the majority of ERP solutions have been
marketed to companies with greater than Rs. 2 billion,
and generally, according to industry reports, the total
cost of deploying ERP has ranged between 1 and 2
percent of companies' gross sales. With Web-based eresource ERP in place, all small and medium companies
can compete more aggressively in global markets. Now
all manual processes are automated, production
scheduling is more efficiently managed and inventory is
more accurately assessed. Also, business performance
can be measured in a much more holistic fashion than
ever before. This gives executives real-time visibility
into all business processes, enabling them to make better
strategic decisions.
ERP implementations represent high-risk projects that
need to be managed properly. Small and medium
organizations must identify the critical issues that affect
the implementation process and know when in the
process to address them effectively to ensure that the
promised benefits can be realized and potential failures
can be avoided[1][2]. Therefore if your organization's
ERP implementation was one of the 72% that went over
budget took longer than expected and failed to deliver
expected business benefits, you may be looking for ways
to get more out of the investment. Even if the ERP
implementation was successful or if you have been using
your current software for some time, there are probably
some opportunities to leverage the system for more
business benefits and value. Class A ERP
implementation team of ERP and six sigma experts will
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help you to realize the business benefits and maximize
the value stream of your ERP software investment.
Lean Six Sigma is a business improvement
methodology which combines tools from both Lean
Manufacturing and Six Sigma [20]. Lean
manufacturing focuses on speed and traditional Six
Sigma focuses on quality. By combining the two, the
result is better quality at faster rate. This strives to
mitigate significant failure modes of "Quality only" Six
Sigma when it is applied to reducing variation in a single
process step (sub-optimizing), or to processes which are
not value added to the customer [5][25]. The DMAIC
steps can still apply, but the objectives ("Y's") and
inputs ("X's") under study incorporate both quality
(ppm) as well as speed (cycle time) metrics.
Background
Despite the large investment, most SMEs make in ERP
software, benefits are by no means guaranteed. Many
industry leaders, including Panorama Consulting Group,
have published papers regarding the evasive nature of
ERP benefits [6][21]. Their 2010 ERP Report outlines,
67.5% of companies surveyed fail to realize at least half
of the business benefits they expected from their ERP
systems. In addition, over one in three companies
surveyed (40%) realized major operational disruptions
after implementation go-live, such as the inability to ship
products or to close the books. Finally, 71.5% of
executives and 67.1% of employees are at least
somewhat satisfied with their ERP solutions. Factors
that have a critical effect on the ROI of the ERP
investment as mentioned in Figure 1 should be carefully
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managed as part of an overall ERP benefits realization
plan[23][24].

by professionals who do not have adequate
knowledge about the business, it leads to
improper mapping of the business processes [7].
Since ERP systems attempt to get the most out of
planned information, they are most useful when
the existing procedures of the organization as
well as the data structures can be adapted to
match those implemented by the ERP.
Compatibility issues with the new ERP system
is mostly found when going live with the new
system.

Figure 1: ERP Results (%)

To know how to get the best from an ERP package, it is
important to first analyze the key factors that are
responsible for ERP failures. Some major factors are
described below [3][17]:
·

·

Incorrect Expectations: In an ERP
implementation, inaccurate expectations
signify a lack of understanding of the
complexities of ERP implementation standard.
Cost and Schedule overruns are common.
Inaccurate Data: Accurate data is the lifeline of
an ERP system. Experience has that at least 98%
of inventory records and bills of material must
be accurate to make the system usable to control
the business.

·

Improper Gap Analysis: Lack of perfect
tuning between IT professionals, Business
owners and End users only compounds the
problem, at the other side.

·

Inability to Calculate Hidden Costs: In
addition to the cost of purchase, most
organizations often fail to factor in hidden costs
during evaluation, consulting, implementation,
training, transition, delayed ROI and post
implementation support. All the above factors
can lead to cost overruns, schedule overruns and
functionality overruns. This ultimately results in
negative ROI and a prolonged payback period.

·

·

Elongated Implementation Time: It often
leads to fatigue, stressed and dubious state of
mind in users which affect the growth period of
ERP, to a greater extent.
Inability to Accurately Map Business
Processes: If the ERP package is implemented
• Volume 2 • No. 2 • July-December 2011

·

Lack of Proper Monitoring System: It
hampers the quality of the end system. As most
of the ERP systems are not flexible, not ready to
upgrade automatically in the varied system lead
to the improper flow of information that
hampers the quality decisions taken in time.

·

Disheveled Knowledge Base: Companies
often lack tools to capture and record the
knowledge gained during implementation and
further use of this as checklist. Thus redundancy
of the same process often wastes the precious
time and resources.

·

Inadequate Training & Documentation:
Several organizations often train users only
during initial implementation stages and rarely
provide additional training for new employees
and those who have undertaken job rotations.
Consequently system knowledge and usage
tend to dip significantly after implementation.
Documentation is also scarce and poorly
maintained [8][9].

New Technology for the New Decade
Once having taken the hurdles and having decided to
fend for themselves, the SME buyers should be more
focused and relevant. To Get to Root Causes for failed
ERP implementation, what is required first is a
company-wide, in-depth understanding of the
fundamentals or eight basics of Lean and Six Sigma and
then a total commitment to the consistent and tenacious
execution of these principles.
In recent years, Six Sigma has been combined with lean
manufacturing (management) to yield a methodology
named Lean Six Sigma. Lean is a philosophy and set of
management techniques focused on continuous
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“eliminating waste” so that every process, task or work
action is made “value adding” (the real output
customer pays for!!) as viewed from customer
perspective. Lean “waste elimination” targets the
“Eight Wastes” namely:
1.

Over-production: Making more than what is
needed by customer / market demand.

2.

Over-processing: Doing more to a Product /
service but not perceived as value by customer.

3.

Waiting: For material, information, people,
equipment, procedures, approvals and more.

4.

Transportation: Movement of products / items
during or after production.

5.

Defects, Rework and Scrap: Products,
transactions or outputs not meeting specifications
and have to be fixed, redone, rectified, marked
down or scrapped / unusable.

6.

Motion: Mainly people, document movement,
searching etc.

7.

Inventory: Buffer stocks or resources (Raw, Work
in process, FG, Bench staff etc.)

8.

Unused Creativity/ Intellect: People knowledge
and skills that are not utilized by the company.
Wastes make the organization slow, inefficient
and uncompetitive.

In essence, Lean methods help to remove / reduce waste
and contributes to driving “business agility” (velocity)
through smooth work flow across the organization
resulting in rapid fulfillment of customer needs in an
optimum manner as depicted in figure 2 mentioned
below:
Figure 2: Eight Basic of Lean Six Sigma

While a six-sigma process is one in which 99.99966% of
the products manufactured are free of defects, compared
to a one-sigma process in which only 31% are free of
defects. Without the solid execution of Lean Six Sigma
basics, companies will seldom achieve their full growth
and profit potentials of ERP. Here are the eight
fundamentals of Six Sigma which every manager
should know and implement:
1. Information Integrity: It is not uncommon for front
office management to become disenchanted with
computerized systems results when time schedules and
promised paybacks are not achieved. It is a given that
acceptable systems results cannot be achieved when
systems are driven by inaccurate data and untimely,
uncontrolled documentation.
2. Performance Management: Measurement systems
can be motivational or de-motivational. The individual
goal-setting of the 1980s is a good example of demotivational measurement - it tested one individual or
group against the other and while satisfying some
individual egos, it provided little contribution to overall
company growth and profit. Today, the balanced
scorecard is the choice of business winners.
3. Sequential Production: It takes more than systems
sophistication for manufacturing companies to gain
control of factory operations. To achieve on-time
shipments at healthy profit margins, companies need to
replace obsolete shop scheduling methodology with the
simplicity of sequential production. Manufacturing
leaders have replaced their shop order "launch and
expedite" methodology with continuous production
lines that are supported by real-time, visual material
supply chains…sequential production. The assertion
that sequential production only works in high
production, widget-manufacturing environments is
myth.
4. Point-of-Use Logistics: Material handling and
storage are two of manufacturing's high cost, non-valueadded activities. The elimination of the stock room, as it
is known today, should be a strategic objective of all
manufacturers. Moving production parts and
components from the stockroom to their production
point of use is truly a return to basics and a significant
cost reducer.
5. Cycle Time Management: Long cycle times are
symptoms of poor manufacturing performance and high
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non-value-added costs [11]. Manufacturers need to
focus on the continuous reduction of all cycle times.
Achieving success requires a specific management style
that focuses on root cause, proactive problem solving,
rather than "fire-fighting."
6. Production Linearity: Companies will never achieve
their full profit potential if they produce more than 25
percent of their monthly shipment plan in the last week
of the month or more than 33 percent of their quarterly
shipment plan in the last month of the quarter. As
companies struggle to remain competitive, one of the
strategies by which gains in speed, quality and costs can
be achieved is to form teams of employees to pursue and
achieve linear production.
7. Resource Planning: One of the major challenges in
industry today is the timely right sizing of operations.
Profit margins can be eroded by not taking timely
downsizing actions, and market windows can be missed
and customers lost by not upsizing the direct labour force
in a timely manner. These actions demand timely, tough
decisions that require accurate, well-timed and reliable
resource information.
8. Customer Satisfaction: It does no good to have the
best products and services if the customer's perception of
"as received" quality and service is unsatisfactory [12].
Companies need to plan and implement proactive
projects that breakdown the communication barriers that
create impressive customer perceptions [13].

A focus on Lean occurs when short-term gains are
desired and business leaders believe that a value stream
map will reveal appropriate solutions; Six Sigma is
preferred when the problem is not obvious, and/or when
a longer time frame is required[10][23]. Lean Goals
focuses on eliminating waste from processes and
increasing process speed by focusing on what customers
actually consider quality, and working back from
that[28]. Lean Methods include Value Stream Mapping
that involves clarifying the customer base, listing the
process steps, establishing which steps are value-add,
and reworking the process so the value-add steps flow
without interruption[20][21].
Key Methodologies
Each Six Sigma projects follow two important project
methodologies, as DMAIC and DMADV [13][20].
While DMAIC is used for projects aimed at
improving an existing business process, DMADV is
used for projects aimed at creating new product or
process designs[18][19].
(i)

The DMAIC Project Methodology

The DMAIC project methodology has five phases as
mentioned in diagram 4 below:
Figure 4: DMAIC Project Methodology

Best BPI for SMEs ERP Implementation
By Selecting the Best Business Process Improvement
efforts, success is realized in a Lean Six Sigma
deployment as depicted in Figure 3 below:
Figure 3: Best BPI with Lean Six Sigma

1.
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Define the problem, the voice of the customer and
the project goals specifically. Design goals that are
consistent with customer demands and the
enterprise strategy. The results of the Define phase
go into the Project Charter as the goals, objectives
and deliverables of the project.

36

2.

Measure key aspects of the current process and
collect relevant data.

Figure 5: Six Sigma Measure Phase

We begin the fishbone by showing the undesirable
effect of, 'Duplicate Disintegrated Customer Data',
in a box on the right side of the diagram. Then we list
the various causes that produce this effect including
Architecture causes, Governance causes,
Organization causes and Process causes along
arrows pointing into the Effect.
4. Improve .or Optimize the current process based
upon data analysis using techniques such as design
of experiments, mistake proofing and standard work
to create a new, future state process. We can use
SIPOC (Supplier Input Process Output Customer) in
the Improve phase to brainstorm improvements to
the process.

It is critical that the metric be Real, Reliable and
Repeatable. 'Real', because it must be relevant to the
business. The metric must address a real business
problem and measure it in business terms. The metric
must be 'Reliable', in the sense that it leaves no room for
doubt and includes a drill-down to any underlying facts.
Lastly, the metric must be, 'Repeatable', because you will
need to show historical trends in order to show the
progress of the Master Data Management program.
3. Analyze the data to investigate and verify Causeand-Effect Relationships. Determine what the
relationships are, and attempt to ensure that all
factors have been considered. Seek out root cause of
the defect under investigation. During the Analyze
phase, we might use an Ishikava Fishbone Analysis
(Cause-effect diagram) (Figure 6) to analyze the
causes of disintegrated master data.
Figure 6: Ishikava Fishbone Analysis

Figure 7: SIPOC in Improvement Phase

The SIPOC diagram in figure 7 depicts the new
improved process, 'Unique ID Service' and lists
Order Management as the supplier function.
5. Control the future state process to ensure that any
deviations from target are corrected before they
result in defects. Control systems are implemented
such as statistical process control, production
boards and visual workplaces and the process is
continuously monitored as depicted in Figure 8
below:
Figure 8: DMAIC Control Phase
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(ii) The DMAIC Project Methodology

view, as this reflects their in-depth subject knowledge.

While the DMADV project methodology, also known as
DFSS ("Design for Six Sigma") features five phases:

The combination of the rigor of Six Sigma with the
simplicity and practicality of Lean Enterprise gives
organizations a larger cadre of tools to solve a broader
range of problems. The result is the faster creation of
value at the lowest possible cost. But it is imperative that
the lean mindset begins at software selection that must
continue through ERP implementation, and doesn't stop
until well after go-live.

• Define design goals that are consistent with customer
demands and the enterprise strategy.
• Measure and identify CTQs (characteristics that are
Critical to Quality), product capabilities, production
process capability, and risks.
• Analyze to develop and design alternatives, create a
high-level design and evaluate design capability to
select the best design.

What Does the CEO Do to Get Started?

• Verify the design, set up pilot runs, implement the
production process and hand it over to the process
owner(s).

Typically, early projects focus on improving those
aspects of the business that affect cost, quality, cycle
time or customer satisfaction. When choices have to be
made, it is always appropriate to start with areas that are
causing customer dissatisfaction, since the customer is
the source of revenue. Figure 9 illustrates a process flow
for deploying a Six Sigma quality improvement
initiative.

(iii) Difference between DMADV and DMAIC
Methodology

Figure 9: Process Flow Diagram for Quality
Improvement Program

• Design details, optimize the design, and plan for
design verification. This phase may require
simulations.

The difference between DMADV and DMAIC as one
can see now, exists only in the way last two steps are
handled. In DMADV, instead of the Improve and
Control steps which focuses on readjusting and
controlling by one way or other, deals with redesigning
the process to fit customer needs. There is a new
viewpoint in Six Sigma circles that DMADV is for
designing new products and services and that it may not
be successful on existing business processes and
products. Although the argument is valid to some extent,
it can be noticed that the I of DMAIC is not far removed
from the D of DMADV[27]. Here design is an extended
concept of improvement. Let's simply put it the other
way around. One can implement DMADV when we
don't have an existing product, which we are aiming to
create from scratch. The second occasion when we can
think of using DMADV is when in actual practice,
DMAIC hasn't yielded the result you were looking for
despite best efforts to make improvements.
Which One is Better and When?
In a nutshell, the latter reason can be summarized as: Use
DMADV when process improvement either fails or
doesn't deliver to your expectations. There are occasions
when planned DMAIC has turned into DMADV
ultimately. Black Belts must take credit for this, in my
• Volume 2 • No. 2 • July-December 2011
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Managing the Transition from the Old to New
To best manage the transition from the old system to
new, Right ERP Selection, Right Cutover, Right
Customization is needed. ERP selection is not just about
wants and want-nots from the various people in the
organization. It should be a long lasting purchase that
provides one with the feeling of a partnership. One is not
just buying software; one is also buying into a vendor
and their company culture. The analysis has addressed
some critical selection factors from the survey results
conducted on SME project leaders for ERP
implementation [13][14]. These critical selection
factors are System Functionality Requirements,
Business Drivers, Cost Drivers, Flexibility, Scalability,
Usability, Reliability, Agility, Supportability and
Integrity. Systems must improve their capabilities in a
smooth evolution rather than through a constant barrage
of herky-jerky upgrades and bug ? xes [4][17].
For Right Cutover option, SMEs chooses between two
cutover options: hard (with no employee access to the
old system after go-live) and soft (with some or total
employee access to the old system). In 2010, generally
two-thirds of respondent companies (66%) chose a hard
cutover and one-third (34%) chose a soft (or parallel)
cutover. Panorama consultants recommend parallel runs
of both systems over the conversion system to ensure
nothing unexpected occurs [9][14].
Next, Deciding on the right level of customization for a
company's business processes is critical to the success of
an ERP project. While customization is able to improve
the value of out-of-the-box software and allow the
company to maximize its cutting-edge advantages, it
also can result in high implementation costs without the
realization of expected benefits [15][16]. The question
of how a company should balance schedule and budget
goals against the benefits of customizing its ERP system
has always been a source of great debate during selection
and implementation.
Evaluating ERP Implementation & Performance
Measurements by SMEs
The company should have a scale for evaluation right
from the beginning stage. The company must
periodically make a note of the work done. Any
discrepancies will be brought to the vendor's notice
immediately [17] [18]. The vendor should extend his full
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fledged cooperation in making sure that the work gets
done as promised. Then only it is possible to scale ERP
best practices.
Calculating ROI
ROI helps to directly account the performance of ERP
software programs. The ROI on ERP will not be merely
achieved by ERP implementation. The returns will be
achieved only if the procedures are followed properly.
Unfailingly Observing Contracts Terms
The performance of ERP software can be gauged on the
basis of its working in relation to the terms of contract.
ERP software that accords to contractual terms in
relation to working definitely indicates better
performance than vice versa.
Customizing ERP Software
Customizing is an integral part of ERP solutions. This is
a crucial decision which needs to be taken by the
organization as it is detrimental in ERP'S success. The
rate of customization is directly proportional to ERP
success. Customization tends to pose a challenge to time
and the funds allocated. The challenge of a successful
management lies in balancing them and making both
ends meet. It is a difficult task but the success speaks for
the process.
Enhancements through ERP Innovations
The innovations of new ERP applications help users to
include all the specific details in ERP system itself. This
means they don't have to input these details into the ERP
systems every time they login. This also implies that the
operators need not recompile ERP software as and when
there is a change in the attributes or methodology of data
fed. Customization has also helped the users to act
independently rather than depending on the vendors
whenever a modification is required.
Sound knowledge about ERP System
The features are it old or new or modern or traditional
will not be of any use unless the users are aware of the
ERP Systems features and modalities. This knowledge
has to be imparted to the end users apart from IT
personnel [19][20]. They should have a clear knowledge
about the entire system in finger tips. If questioned or
demanded they must be capable of bringing that
particular function into effect. The services of an expert
• Volume 2 • No. 2 • July-December 2011

ERP consultant will come in handy for an organization to
supply this information to the user [22]. The consultant
will make a decision on the basis of the organizational
needs and system configuration.

Figure 10: Comparison of Sigma Levels with Cost
of Quality

Maximizing ERP Investments through Six Sigma
and Value Stream Analysis
•· Define current business benefits and conduct a value
stream analysis of your current ERP business
environment.
• Leverage six sigma tools to help increase the value
and benefits realization of your current system and
business operations [21].
• Identify opportunities to improve your current ERP
system's impact on your manufacturing, supply
chain, distribution, and financial operations through
improvements to business processes, training, or the
software.
• Identify opportunities to improve misalignments
between your business operations and your current
ERP software.
• Define performance measurements and metrics to
drive ongoing improvements to your ERP system and
optimize business benefits and value [23].
• Implement improvements to quickly achieve higher
business benefits and value from your current ERP
system.
• Develop a six sigma and ongoing ERP system
improvement plan.
Discussions & Conclusion
The typical response that “We don't need a lean focus
because our ERP system uses standard templates of best
practices”, this is the wrong answer[24]. Given how
hard it is to alter an ERP system once it is installed, the
case for a pre-ERP Lean initiative is quite strong. A well
implemented Lean ERP infrastructure is a major
competitive advantage, but it does have to be sequenced
properly. Implementing Six Sigma offers many small
and medium sized companies the same benefits as larger
companies: an improved bottom line [25]. Most
companies today operate between three and four sigma,
where the cost of quality is 15 to 25% of revenue. (See
graph below).
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As the company moves to Six Sigma Quality Levels,
their Cost of Quality decreases to one to two percent of
revenue[26][28]. These dramatic cost savings come as
their quality costs move from “Failure Costs” (such as
resolving customer complaints) to “Prevention Costs”
(such as through Six Sigma projects and other customer
focused activities.
Therefore while making a critical decision that will
affect every aspect of your business, it is important to be
informed of all of the relevant factors and to have
realistic expectations of both your company's needs and
its capabilities[6][9]. Despite an ERP vendor's smooth
talk or brilliant promises from Lean Six Sigma experts, it
is important to realize that without proper back-up (and
buy-in) in your own organization, durations will run
over, budgets will be blown and benefits realization will
be delayed . . . or missed all together. The greatest
achievement of the business spirit is to live up to one's
opportunities and make the most of one's resources.
Future Study
Never be afraid to do something new. Remember:
Amateurs built the Ark; Professionals built the Titanic.
When you confront a problem you begin to solve it [29].
This study will provide practitioners a deep insight into
the benefits of aligning new business technology with a
target ERP system in the period prior to the go-live along
with the following points:
• Tailoring ERP system functionality to customer
requirements [6].
• ERP system as a business tool for growth of SME
having limited resources (money, people, time) with
which to evaluate and implement ERP [12].
• Continuous Process Improvements (CPIs) for various
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ERP software to meet essential business needs, unique
to each business [8] [11].
• Change Management in relation to STOPE
framework (Strategy, Technology, Organization,
People and Environment).
• Future Direction of ERP, Project Management and
Lean Six Sigma Technology [9][22].
References
1.

Temur, G. T., and Gozlu, S., “Determination of
Performance Criteria for ERP Software
Technology,” IEEE International Conference
Management of Engineering & Technology, ISBN:
978-1-890843-17-5, pp. 2057 - 2065.

2. Daneva, M., (2004), "ERP Requirements
Engineering Practice: Lessons Learned," IEEE
Software, Vol. 21, Issue 2, pp. 26-33.
3. Man, K. and Chan, L., (2008), “Rescuing Troubled
Software Projects by Team Transformation: A Case
Study with an ERP Project,” IEEE Transactions on
Engineering Management, ISSN: 0018-9391, Vol.
55, Issue 1, pp. 171 – 184.
4. Kerimoğlu, O. and Başoğlu, A. N., “Optimizing the
Change Management of Enterprise Resource
Planning Systems Implementations,” Proceedings
of the IEEE Portland International Conference on
Management of Engineering and Technology
PICMET 06.
5. Capaldo, G. and Rippa, P., (2008), "A
Methodological Proposal to Assess the Feasibility
of ERP Systems Implementation Strategies",
Proceedings of the 41st Annual Hawaii IEEE
International Conference on System Sciences,
pp.401.
6. Vuksic, V. B. and Spremic, M., “Case Study of
PLIVA Pharmaceuticals Inc. - Aligning ERP System
Implementation with Business Process Change,”
26th IEEE International Conference on Information
Technology Interfaces, ISBN: 953-96769-9-1, Vol.
1, pp. 65-70.
7. Suebsin, C. and Gerdsri, N., (2009), “Key Factors
Driving the Success of Technology Adoption: Case
Examples of ERP Adoption,” IEEE International
Conference on Management of Engineering &
Technology, ISBN: 978-1-890843-20-5, pp. 26382643.

41

8. Daneva, M., (2002), “Using Maturity Assessments
to Understand the ERP Requirements Engineering
Process,” Proceedings of IEEE Joint International
Conference on Requirements Engineering, ISSN:
1090-705X, ISBN: 0-7695-1465-0, pp. 255 – 262.
9. Fan, J. C. and
Fang, K., (2006), “ERP
Implementation and Information Systems Success:
A Test of DeLone and McLean's Model”, IEEE
International Technology Management for the
Global Future, PICMET, ISBN: 1-890843-14-8,
pp. 1272 –1278.
10. Chen, C. C, Law, C. and Yang, S. C., “Managing
ERP Implementation Failure: A Project
Management Perspective,” IEEE Transactions on
Engineering Management 2008, ISSN: 0018-9391,
Vol. 56, Issue. 1, pp. 157 – 170.
11. Kouki, R., Pellerin, R. and Poulin, D., (2008), "An
Exploratory Study of ERP Assimilation in
Developing Countries: The Case of Three Tunisian
Companies," The Third International Conference on
Software Engineering Advances, ISBN: 978-07695-3372-8, pp.523-529.
12. Sommerville, I., (2008), "Construction by
Configuration: Challenges for Software
Engineering Research and Practice," 19th
Australian Conference on Software Engineering,
ISBN: 978-0-7695-3100-7, pp. 3-12.
13. Deshmukh, S.V. and Lakhe, R.R., (2008), “Six
Sigma - An Innovative Approach for Waste
Reduction: A Case Study of An Indian SME.” IEEE
International Conference Industrial Engineering
and Engineering Management, IEEM 2008,
ISBN:978-1-4244-2629-4,pp.1553-1556. .
14. Jarrar, Y. F., Mudimigh, A. and Zairi, A., (2000),
“ERP Implementation Critical Success Factors- the
R o l e a n d I m p a c t o f B u s i n e s s P ro c e s s
Management,” Proceedings of the
IEEE
Management of Innovation and Technology, ISBN:
0-7803-6652-2, Vol.1, pp.122 – 127.
15. Camara, M. S., Kermad, L. and Mhamedi, A. E.,
"Risk Prediction in ERP Projects: Classification of
Reengineered Business Processes," International
Conference on Computational Intelligence for
Modeling Control and Automation (CIMCA 2006),
ISBN: 0-7695-2731-0, pp.213.
16. Shi, K. and Lu, Q., (2009), “Exploration and
Verification of Factors in the Front-end Stage of the
• Volume 2 • No. 2 • July-December 2011

ERP Implementation Process: Evidence from Case
Study and Survey Research,” IEEE, ISBN: 978-14244-4870-8.
17. Deshmukh, S. V. and Lakhe, R. R., (2008), “Six
Sigma - An Innovative Approach for Waste
Reduction: A Case Study of an Indian SME,” IEEE
International Conference Industrial Engineering
and Engineering Management, ISBN: 978-1-42442629-4, pp.1553-1556.
18. S t i j n , V. E . a n d We n s l e y, A . , ( 2 0 0 1 ) ,
“Organizational Memory and the Completeness of
Process Modeling in ERP Systems: Some Concerns,
Methods and Directions for Future Research,”
Business Process Management Journal, Vol. 7, No.
3, pp.181–194.
19. Kimberling, E., (2008), “The Role of Lean Six Sigma
i n E R P, ” r e t r i e v e d f r o m < h t t p : / /
it.toolbox.com/blogs/erp-roi/the-role-of-erp-inlean-six-sigma-27962>
20. Gaw, H. W., “Eight Basics of Lean Six Sigma for
Manufacturing Firms,” retrieved from
<http:www.isixsigma.com/index.php?option=com
_k2&view=item&id=530:&Itemid=182Eight
Basics of Lean Six Sigma for Manufacturing Firms>
21.

Kimberling, E., (2010), “The 2010 ERP Vendor
Analysis Results are in, and the Winner is…,”
retrieved from <http://panoramaconsulting.com/the-2010-erp-vendor-analysis-

results-are-in-and-the-winner-is/>
22. Kimberling, E., (2010), “From Magic Quadrant to
To p 1 0 E R P Ven d o r s , ” r e t r i e v e d f r o m
<http://it.toolbox.com/blogs/erp-roi/from-magicquadrant-to-top-10-erp-vendors-40117>
23. Kimberling, E., “2010-ERP-Report Final,”
retrieved from <http://panorama-consulting.com
/resource-center/2010-erp-report/24>
24. Kimberling, E., “ERP Software Best Practices and
Lessons Learned from Study of 670 SMBs,”
retrieved from <http:// it.toolbox.com/blogs/erproi/erp-software-at-smbs-best-practices-andlessons-learned-from-study-of-670-smbs-31167>
25. <http: // www. gal ganogroup.it / espressroom
_view.asp ? id = 11>
26. < h t t p : / / w w w . g o o g l e . c o . i n / i m a g e s ?
hl=en&source=imghp&q=fishbone+analysis+diag
ram&btnG=Search+Images&gbv=2&aq=f&aqi=&
aql=&oq=&gs_rfai=>
27. <http://www.articlesbase.com/managementarticles/the-dmadv-methodology-50429.html>
28. < h t t p : / / w w w. i s i x s i g m a . c o m / i n d e x . p h p ?
option=com_k2&view=item&id=723:selectingthe-best-business-process improvement
efforts&Itemid=190&tmpl=component&print=1>
29. <http://panoramaconsulting.com/services/
complementary-erp-consulting-services/six-sigmaand-value-stream-analysis>

Anil Kumar Saini is a Professor in Information Technology Department of University School of
Management Studies at GGSIP. University, Delhi. He has over 27 years experience in teaching Computer
Science and Management. He has contributed over 55 research papers in various peer-reviewed journals
and conferences and published many books in IT, MIS, Technology & Innovation Management, and
General Management. He has supervised 12 PhDs and organized many National and International
Conferences and Workshops. Currently he is the Chairperson - Corporate Relations Centre, USMS, Delhi.
He also worked as a Chairman IETE Delhi Centre (2006-08), Chairman CSI Delhi Chapter (2008-09),
Council Member IETE (2009-2012). He is Life Member of CSI, ORSOI, AIMA (DMA), ISTE, FMS
Alumni Association and Fellow of IETE. The author can be reached at aksaini1960@gmail.com.
Rashmi Jha is currently working as a visiting faculty in Computer Science Department of Delhi
University. She is pursuing her PhD from TMU Moradabad. She is Lean Six Sigma Green Belt Certified
Computer Professional and has 16 years of experience in the field of computers including teaching to
MCA and B. Tech. students. Her research interests are Internet and E-Commerce Security, Software
Engineering, ERP, Lean Six Sigma, Sustainable Development of Small and Medium Enterprises. She has
authored around 19 research papers in various peer-reviewed national and international journals and
conferences. She is a Life Member of professional bodies like CSI and KINDUZ Consulting Group
Hyderabad India. The author can be reached at rashmijha1909@gmail.com.

• Volume 2 • No. 2 • July-December 2011

42

Role of Corporate Income Tax Reforms in
Expansion Of Industrialization
Karam Pal and Promila Bhardwaj
The paper examines tax benefit u/s 10A to undertaking established in FTZ/SEZ/STP/EHTP, should be extended after
assessment year 2010-11 and the elimination of the tax incentives u/s 10A and 10B of the Income Tax Act for all the
taxpayers other than those engaged in manufacturing computer software. A well structured questionnaire was
administered, conducting there upon its reliability test, on a sample of 250 respondents and statistical tools like
descriptive analysis, test of homogeneity and ANOVA are used for analysis of data so obtained. The paper observes that
present Income Tax Structure is extremely complicated and working of Government regarding simplification of tax
structure is not up to expectations. Though, Government constituted many tax reform committees and tried to
implement many of their recommendations to simplify the tax structure. The paper manifests that people are satisfied
with their tax liability and time allowed for paying taxes but on the other hand, the provisions relating to the exemption
of receipts of casual and non-recurring nature categorically resulted in sizable tax avoidance. However, if the
Government provides more tax incentives to honest taxpayers, this may augment the overall tax revenue. The paper
suggests that Government should provide transparent procedures for some silent provisions of the Income Tax Act 1961
that may go a long way towards checking the tax evasion and avoidance in India.
Keywords: Corporate Tax Reform; Industrialization; Tax Benefit; Tax Structure; Tax Liability; Tax Revenue; Tax
Avoidance And Tax Evasion.
Introduction
Corporation income tax in India is as old as personal
income tax for which the base is the Income Tax Act of
1860. The Income Tax Act, 1886 treated joint-stock
companies as a separate category and the profit of the
companies were taxed at a flat rate. Followed the British
pattern, originally tax on corporate income was
supposed to be an income tax paid by the companies on
behalf of the shareholders. Though levy a tax on
corporate is not an easy task, this is well explained by
Agundez-Garcia (2006). The study has described and
discussed the main problems encountered in the
reflections on designing an EU consolidated system for
multi-jurisdictional groups' corporate taxation. The
study suggested that an apportionment method of tax is
used for multi-jurisdictional groups. In India different
tax rates are used for taxing domestic and foreign
companies. As corporate income tax is the major source
of revenue for Government so that Government can use
it for the welfare of nation, its infrastructural
development and other working of it. So, Government
always wants and needs high corporate income tax
revenue. For raising corporate income tax revenue,
Government has given many deductions and exemptions
to new companies opened up in Special Economic Zone
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(SEZ), Export Processing Zone (EPZ), Free Trade Area
(FTA), Electronic Hardware Technology Park (EHTP)
and a number of amendments has done regarding
corporate income tax rates & tax base. A number of
explanations have been put forward for these diverging
developments. First, Bagchi, Rao and Sen (2005)
explained that Indian tax structure has undergone a
notable change. The proportion of direct taxes in gross
tax revenue of union government has increased
impressively. The researchers gave emphasis on
corporate tax reforms and examined that the SEZ Act,
2005 consolidates and, in several respects, extends the
benefits which are meant primarily for promoting
exports and new technology and were extended from
time to time under the umbrella of free trade areas
(FTAs), export processing zones (EPZs), electronic
hardware technology parks (EHTPs), software
technology parks (STPs) and bio-technology parks
(BTPs). The extended benefits to these areas surely
boost the corporate income tax revenues. Second,
Devereux, Griffith and Klemm (2002) observed that taxcutting and base-broadening reforms have had the effect
that, on average across EU and G7 countries, effective
tax rates on marginal investment have remained fairly
stable, but those on more profitable investments have
fallen. The study discussed two possible explanations of
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these stylized facts arising from alternative forms of tax
competition. First, governments may be responding to a
fall in the cost of income shifting, which puts downward
pressure on the statutory tax rate. Second, reforms are
consistent with competition for more profitable projects,
in particular those earned by multinational firms.
The paper is organized as follows: Section I consist of a
brief review of the literature; Section II describes the
objective and research methodology. Following this, in
Section III, the paper discusses the results on the basis of
information analysed. A brief findings and conclusion is
provided in Section IV and the policy implication is
placed in Section V.
Review of Literature
Following research literature available on the subjectmatter is briefly reviewed hereunder:
Evans (2011) studied corporate taxes in UK and
compared the corporate tax rates with other OECD
countries. The study observed that corporation tax is not
well understood by the general public, corporation tax is
primarily a tax on wages and corporation tax is a volatile
source of revenue concentrated in a few sectors. For
these reasons, the study concluded that corporate tax is
ripe for reform and a more rational system would attempt
to focus on taxing income streams rather than economic
entities for better tax revenue to Government. Ezeoha
and Ogamba (2010) examined the inefficiency in a tax
system and the likely difficulty in resolving tax matters
can reduce the appeal for tax shield as incentive for debt
financing, and by so doing exacerbate the cases of tax
fraud in Nigeria. The study revealed that as in the case of
Nigeria, an environment of multiple tax system reduces
incentives to pay tax or for voluntary compliance; that
the exclusion of crucial non-debt tax shelters such as
depreciation, heightens pressure on the use of debtbased tax shelters; and that controversies on
deductibility make it difficult to distinguish between
criminal and civil proceedings in tax cases. So the
corporate tax structure should be simple.
Atkinson (2009) studied the effective corporate tax
reform in global innovation economy. The study follows
six key principles on the basis of which the study
differentiates individual taxes from corporate taxes. The
study also found that the corporate tax code should
explicitly promote the international competitiveness of
• Volume 2 • No. 2 • July-December 2011

American businesses and encourage innovation by
providing incentives for the drivers of productivity and
innovation, investment in R&D, new capital equipment,
especially information and communications technology
(IT) and workforce education and training. Mooij and
Devereux (2009) explored the economic implications of
an allowance for corporate equity (ACE), a
comprehensive business income tax (CBIT) and a
combination of the two in the EU. The study illustrated
the key trade-offs in designing ACE and CBIT in the
presence of tax distortions at various decision margins of
firms, such as its financial structure, investment, profit
allocation and discrete location. Using an applied
general equilibrium model for Europe, the study
quantitatively assessed the effects of ACE, CBIT and
combined reforms in EU countries. The results
suggested that ACE is welfare improving as long as
corporate tax rates are not used to cover the cost of base
narrowing. CBIT typically reduces welfare by
exacerbating marginal investment distortions. When
governments adjust statutory corporate tax rates to
balance their budget, however, CBIT reforms become
more attractive while ACE reforms are welfare reducing
in a number of countries. A combination of ACE and
CBIT reforms can be designed to be revenue neutral and
welfare improving through smaller financial distortions.
Piotrowska and Vanborren (2008) examined the
corporate income tax rate – revenue paradox. The study
analysed to what extent the observed trend can be
explained by changes in the effective tax burden on
corporate income, in the share of total income accruing
to the corporate sector and in total business income
relative to GDP. The paper apply the methodology
developed by Sorenson and make use of information
collected from parallel studies on effective tax burden
and corporatization. The study concluded that without
the effect of corporatization, the revenue effects relative
to GDP cannot be explained by the trend in corporate tax
revenues to corporate income. Corporatization is the
driving factor for the trends in corporate tax revenues.
Mooij and Nicodeme (2007) studied corporate tax
policy and incorporation in the EU. The study examined
that declining corporate tax rates have come along with
rising tax to GDP ratios. The study also explored to what
extent income shifting from the personal to the corporate
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tax base can explain these diverging developments. The
study suggested that the tax gap between personal and
corporate tax rates exerts a significant positive effect on
the degree of incorporation.
Lal and Clement (2005) analyzed the role of individual
enterprise in economic development in India. The study
considered that the Indian economy provides a revealing
contrast between how individuals react under a
government-controlled environment and how they
respond to a market-based environment. Using
entrepreneurial approach to economic growth, the study
showed that India must now provide opportunities for
education, financing and networking among potential
entrepreneurs. And Government role overall should be
minimized so that the influence of the free market and
individual self-interest can be fully realized.
Parameswaran (2002) studied that the performance of
the firms in four selected industries in terms of efficiency
against the background of economic policy reforms
introduced in India since 1991. The study indicated that
although, the change in the policy environment has a
positive effect on the technical efficiency in all except in
one industry, the level of efficiency is lower in the post
reform period in all the industries considered. The
decline in the level of technical efficiency happened in a
context of higher technical progress, identified as the
upward shift of the best practice technology in all
industries. This indicates that majority of the firms failed
to catch up with the shifting frontier technology,
resulting in an increase in their inefficiency. The study
found that firm's export activity, import of technology
and raw materials are contributing to higher
efficiency.
Gentry and Hubbard (1998) examined that how tax
reform affects corporate financial decisions. The paper
describes income tax reform, consisting both corporate
and personal income taxes and moving to a broad-based
consumption tax. Tax reform can affect organizational
form, capital structure, and timing decisions. The papers'
major theme is that the two types of reform will have
similar effects on business financial decisions because
they both integrate corporate and personal income taxes.
Both reforms eliminate the tax differentials between
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corporate and non corporate businesses and between
debt and equity financing. The paper concluded with a
difference between the two types of reform is that the flat
tax is neutral between real and financial transactions,
while corporate income tax may create some tax
motivations for structuring merger and acquisition
transactions as financial rather than real. Elschner and
Vanborren (2009) found that lower corporate tax burden
is the main reason of corporate investment in EU
member states. On the other hand, Simovic (2009)
examined the corporate income tax in Croatia and
analysed corporate income tax rates, a number of tax
incentives and tax holidays extremely favourable for
domestic corporate investment of Croatia.
Research Gaps: After having discussion on review of
literature it is found that not even a single study tells us
direct relationship about corporate tax reforms with
industrialization. The already available literature
examined about the financing of capital after introducing
corporate reforms but no study clearly analyzed the
development of industrialization after providing many
tax incentives to corporate. So this is the major reason of
conducting the present paper. The paper tries to examine
the above raised questions.
Objectives of the Study
To find the answer of questions raised earlier, the present
paper attempt 1. To study the role of corporate taxes in
development of industrialization;
2. To examine whether the present income tax
structure is the complicated;
3. To analyze the satisfaction of taxpayers about
the payment of taxes related to their income; and
4. To consider putting forward and recommending
the workable suggestions so as to make the
income tax reforms an unbeaten process.
Research Methodology- Well structured questionnaire
is prepared for original information. The questionnaire
included 28 questions in which 25 questions were
elicited the responses of respondents using Likert 5 point
scale or 7 point scale, 2 questions are based on
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respondents' description and the last question is optional
for personal information of respondents. Cronbach
Alpha is used for the reliability of the questionnaire. For
test of Homogeneity Levene Statistic is put into
application. One Way ANOVA is applied for further
analysis.
Sample Size- In order to cover all the taxpayers of India,
a large sample size is required, which is not feasible for a
single researcher. Thus, in the present study, the
respondents are chosen from Haryana and Delhi. The
information is collected from 250 respondents. In
respondents only taxpayers are included. 250
respondents separated into four categories i.e. 50
Businessmen, 50 Private Employees, 50 Government
Employees and 100 Professionals. In the category of
Professionals- Chartered Accountants, Doctors,
Advocates and Tax Advocates are included. Six cities i.e.
Faridabad, Gurgaon, Rohtak, Hisar, Fatehabad and Sirsa
are selected from the state Haryana and FICCI and a
number of courts i.e. High Court, Tis Hazari, Patiyala
House, Rohini Court and Dawarka Court are mainly
chosen for Professional category.

d.

A tax rebate to donation for research should be
allowed to all taxpayers.

e.

The removal of distinction between unabsorbed
depreciation and unabsorbed business loss would
allow to be carried forward indefinitely.

f.

Long term capital gain should be clubbed with
other income and taxed at normal rates.

g.

An Indian citizen should get relief from double
taxation on dividend earned in foreign company.

H 0 2 : The present Income Tax Structure is
complicated.
a.

From the last few years Government is giving more
emphasis on income tax in comparison to other
taxes.

b.

The working of the Government regarding
simplification of tax structure is good.

c.

The recommendations given by various reform
committees for simplification of tax structure are
totally implemented by Government.

d.

The recommendations given by various reform
committees are helpful in both revenue raising and
welfare of the society.

e.

Frequent amendments in tax laws year after year
are helpful in decreasing tax evasion and black
money.

Hypotheses-Three major hypothesis are to be tested for
analysis. A number of assumptions are also built in
support of these hypotheses, which are as follows:

f.

Relaxation in secrecy provisions of the Direct Tax
Act will go a long way towards checking the tax
evasion

H01: Corporate Income Tax is playing a significant

H03: The tax liability related to taxpayers' income is

Research Design- The study is analytical in nature, so
for the present piece of work, descriptive research design
was adopted. The respondents' categories are used as
Factor variable and their responses are considered as
dependent variables.

good.

role in the development of industrialization.
a.

b.

c.

Deduction u/s 10A provided to any established in
SEZ on or after 1-4-2003, should be equal in all
years.
The tax benefit u/s 10A undertaking established in
FTZ/SEZ/STP/EHTP, should be extended after
assessment year 2010-11.
The elimination of the tax incentives u/s 10A and
10B of the Income Tax Act for all the taxpayers
other than those engaged in manufacturing
computer software.
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a.

The time allowed for paying off the amount of tax
assessed is enough.

b.

Knowledge of tax payment is present among
people.

c.

Government should give more tax incentive to
them, who pay tax honestly.

d.

The reformed outlook of the citizens would help in
elimination the tax evasion.

e.

Conversion of black money into white money
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would be helpful in economic growth.
f.

The exemption of receipts of casual and nonrecurring nature results in considerable tax
avoidance.

g.

The electronic tax payment system is better than the
manual system.

Limitations: The present paper has its own limitations
with regard to study area, data availability, respondent's
responses and other resources faced by single researcher.
Taxation is a wide area and tax reforms too, because it
covers Direct and Indirect taxes. It is not possible to
cover both types of reforms in a single paper because of
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many reasons like limited resources of one researcher
and limited time etc. So, the paper is limited to Corporate
Income Tax Reforms only. Thus the implications of the
results may not be generalized beyond such tax reforms.
Analysis and Discussion
Symbols are assigned to variables so that results and
discussion may become simple and understandable.
Cronbach Alpha is used for the reliability of
questionnaire at 0.05 significance level used by
Pettersen, Reikvam and Knut (2004).
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First assumption of ANOVA is that there must be equal
variance between variables. Table 2 shows, the test of
homogeneity of variance with Levene Statistic. Levene
Statistic test of homogeneity is measured at 0.05
significance level as described by Love (2002). Table 2
reveals p > 0.05 for CIT, DCS, TBCS, UDUL and DT
variables. But for the variable TICS, TR and LTCG, the
homogeneity of variance assumption is broken because
p<0.05 for these variables, then SPSS offers us two
alternative versions of the F-ratio i.e. the BrownForsythe F (1974), and the Welch F (1951). BrownForsythe test is used for calculating ANOVA for TICS,
TR and LTCG variables which is shown in Table 2.2, this
method is used in the study of number of injury sustained
by each player in a match, used by Field (2009).
Table 2.1 reveals the ANOVA results, in which variables
CIT (F=1.139 & p=0.334), TBCS (F=0.516 & p=0.672),
UBUL (F=0.792 & p=0.499) and DT (F=0.571 &
p=0.634) demonstrate p > 0.05, which states that p value
is not significant but we failed to reject the hypothesis for
these variables. It can be interpret from the Table 2.2 that
corporate income tax is playing a significant role in
development of industrialization. It was found by
Kimbrough (1984), that changes in corporate income tax
rate have a reverse effect on the exchange rate and
various balance of payments accounts of a small open
economy regarding the financing of corporate
investment. Second, for TBCS, tax benefit u/s 10A
profits and gains from exports of articles or things or
computer software undertaking established in
FTZ/SEZ/STP/EHTP, should be extended after
assessment year 2010-2011. Third, UBUL, removal of
distinction between unabsorbed depreciation and
unabsorbed business loss would allow to be carried
forward indefinitely. This is also recommended by
Kelkar committee (2002). For variable DT, hypothesis is
accepted, it means if a person made an investment in
equity in foreign company and received dividend and
paid tax. Being an Indian citizen, this remitted income is
also taxed in India. So, the person must get relief from
double taxation. 85 percent respondents are agreeing
with this statement. Variable DCS (F=3.494 & p=0.016)
show a significant value because p<0.05, so the
hypothesis for DCS is rejected. Thus, the deduction
provided to any undertaking which is established in SEZ
should not be equal in all years. DCS explain that the
respondents are significantly differing from each other
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regarding their responses. We explore Post-Hoc's
Bonferroni multi-comparison test to know how
significantly the respondents' are. Bonferroni is a stricter
test, which takes into consideration the increased
possibility of finding significant relationships because
multiple tests are being performed, shown in Table 2.3.
As the results shown in Table 2.2, TR (F=2.089 &
p=0.102) are above p>0.05. Hypothesis for TICS and TR
is accepted. Thus, a tax rebate calculated at 20% of the
amount of donation for research (scientific, social
sciences or statistical) should be allowed to all taxpayers
irrespective of their source of income. Whereas, TICS
(F=3.648 & p=0.013) and LTCG (F=4.025 & p=0.008)
confirms p<0.05, which point out significant result. So
we are failed to accept the hypothesis that means and
almost 47 percent of respondents are agreeing with the
assertion that is tax incentives u/s 10A and 10B of the
Income Tax Act for all the taxpayers other than those
engaged in manufacturing computer software, should
not be eliminated. Whereas 9.4 percent respondents are
neither agree nor disagree with the assertion. On the
other hand, long term capital gain should be separately
taxed with special tax rates.
Bonferroni test is used for multiple comparisons for
LTCG. And the results, as follows in Table 2.3, shows
that there is a significant difference between
Businessman with Govt. Employee and Professionals
regarding deduction provided to any undertaking which
is established in SEZ. Whereas, there is an insignificant
difference between the respondents amongst
themselves.
Multiple comparison Games-Howell test of Post-Hoc is
used because LTCG is violating the equal variance
assumption. Table 2.4 reveals that all the respondents
are not significantly different to each other in their
responses regarding taxation of long term capital gain,
but there is a significant difference between
Businessman with Govt. Employee and Professionals
only. For more description of variables shown in table 1,
about mean, minimum & maximum and standard
deviation, see Appendix 1.
Table 3 shows, the test of homogeneity of variance with
Levene Statistic for hypothesis 2. Table 3 reveals p >
0.05 for ITS, MEIT, WGTS, RRC, RRW and FA
variables. But for RSP, the homogeneity of variance
assumption is violated because p<0.05 for RSP. ANOVA
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for ITS, MEIT, WGTS, RRC, RRW and FA are exposed
in Table 3.1. The ITS (F=1.168 & p=0.322), MEIT
(F=0.876 & p=0.454), RRC (F=0.695 & p=0.556), RRW
(F=0.858 & p=0.463) and FA (F=1.733 & p=0.161)
given away p>0.05. So, it can be considered as the result
for these variables is not significant but we are
successful in accepting the hypotheses for ITS, MEIT,
RRC, RRW and FA. Therefore, we can say as per the
result of ITS, the Indian Tax Structure is the complicated
one or in fact, in the survey 90 percent respondents are
agreeing with the avowal. If Government simplify the
income tax structure it can be more revenue generating
with easier tax administration as well explained by
Hadler, Moloi and Wallace (2006).In consequence, 175
taxpayers out of 250 think that Government is giving
more emphasis on Income Tax than other taxes; it is
proved in the ANOVA Table 3.1 as well.
Recommendations given by various reform committees
are implemented by Government, in response to this
statement, 68 percent respondents show their positive
response and statistically it is examined in ANOVA
Table number 3.1. These recommendations are both
revenue rising for Government and welfare doing for
society but 67 respondents believe that
these recommendations are for revenue raising only,
whereas just 48 respondents feel these recommendations
are welfare of the society. However, majority is again
support the proclamation i.e. 124 respondents reflect
their response regarding both revenue raising and
welfare of the society. Frequent amendments in tax law
are helpful in decreasing tax evasion and black money, as
revealed in Table 3.1. WGTS show F=2.669 and
p=0.048, it is below to the standard 0.05 significance
value. This can disclose a significant result; hence we
have to reject the hypothesis made for WGTS.
Accordingly, the working of Government regarding
simplification of tax structure is not good. Though, 38
percent taxpayer think it is just up to the mark and 26.8
feel it is just satisfactory not up to the mark.
Brown-Forsythe test is used for calculating ANOVA for
RSP which is shown in Table 3.2. RSP (F=1.026 &
p=0.382), which is more than 0.05 significance value.
Thus, hypothesis for RSP is failed to be rejected and it is
proved that the pressure of public opinion is a major
deterrent against any offence and, if the secrecy
provisions of Direct Tax Act are relaxed even to a limited
• Volume 2 • No. 2 • July-December 2011

extent, they will go a long way towards checking the tax
evasion. For additional description of variables of table
1.1, perceive Appendix 2.
Bonferroni test is used for multiple comparisons for
WGTS. And the results, as follows in Table 3.3, shows
that there is no significant difference between
Businessman, Private Employee, Govt. Employee and
Professionals about the working of Government
regarding simplification of tax structure is good. These
results show that all respondents are agreeing at one
point.
Table 4 shows the test of homogeneity of variances for
hypothesis 3. TL, TA, KTP, TH, RO and ETP these six
variables disclose the significance value above the 0.05
level; this must realize the first assumption of equal
variance. So there is no problem in proceeding ANOVA.
But CBM and CTA doesn't fulfil the first assumption,
hence Brown-Forsythe test is used for calculating
ANOVA. TL reveals F=0.220 & p=0.883 above the
significance value i.e. p>0.05, as a consequence, the
result is not significant and we are successful in
accepting H03, as described by Table 4.1. This can be
considered as that people think that their tax liability is
good related to their income and 63 percent of
respondents are satisfied with their tax liability. TA also
disclose F=1.066 & p=0.364 higher than 0.05, the
outcome is insignificant but failed to reject the
hypothesis that is time allowed for paying off the
amount of tax assessed is enough for taxpayers chosen in
the present study. Hypothesis made for KTP is also
accepted because F=0.939 & p=0.423 is over 0.05. As
per the result it can be considered that knowledge of tax
payment is present among the people. Whereas,
Braithwaite, Reinhart and Smart (2006) analysed that
older generations are better socialised into taxpaying.
Perhaps younger generations will follow in their
footsteps.
TH (F=1.465&p=0.225) and RO (F=0.210&p=0.890)
also show results which are not significant, Acceptance
of hypothesis for TH and RO is confirmed. So,
Government should give more tax incentives to those
taxpayers who pay tax honesty, 93 percent respondents
hold up this assertion. And reformed outlook of citizens
would help in elimination of tax evasion, in fact 204
respondents out of 250 supports this statement. Whereas,
hypothesis for ETP is rejected because p<0.05 and
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people are happy with manual system Post-Hoc
Bonferroni is used for the explanation of multiple
comparisons among respondents shown in Table 4.3.
Results are not significant for CBM and CTA, p value for
CBM and CTA is also higher than 0.05 level. We are
failed to reject hypothesis made for CBM and CTA as
revealed in Table 4.2. Therefore, if Government give a
chance to convert the black money into white money, it
must be helpful in economic growth. 198 respondents
out of 250 respondents confer their positive response
regarding this statement. But Government should have
to make some specifications like Identity of this type of
taxpayer is kept secret and there is no further inquiry
proceeded against such taxpayers. For CTA, the
provision relating to the exemption of receipts of casual
and non-recurring nature definitely results in
considerable tax avoidance. 62 percent of taxpayers
support this avowal. For further explanation of mean and
standard deviation of variables shown in 1.3, see
Appendix 3.
Table 4.3 expresses the multiple comparisons among
respondents for ETP. Multiple comparisons are
compulsory when p value in ANOVA is below 0.05 level
and show significant result. Then we have to reject
hypothesis made for the variable. For ETP it can be
resulted that people don't like the electronic tax payment
system like TIN (Tax Information Network), use of Emails and Tele-filing. . One of the reasons is people are
used to about the present manual system. If Government
educate about electronic tax payment system to people
then it must get success like advertisement on National
Network Delhi Doordarshan. Respondents i.e.
Businessman, Private Employee, Government
Employee and Professionals are not significantly
differing in their responses; it means they are showing
similar views for ETP. But Private Employee and
Government Employee are significantly poles apart
regarding ETP as reflected in Table 4.3.
Conclusion and Findings
After having discussion in previous sections it can be
concluded that corporate tax reforms definitely played
an important role in development of industrialization.
The results of the paper explained for the removal of
distinction between unabsorbed depreciation and
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unabsorbed business loss would allow to be carried
forward indefinitely. The paper also concludes that a
taxpayer should get relief from double taxation on the
dividend received in foreign country and remitted to
India. The paper found that Indian Income Tax Structure
is complicated but working of Government regarding
simplification of tax structure is not sufficient. Though,
Government implemented many of recommendations
given by tax reform committees' to simplify the tax
structure. In fact, these recommendations are helpful in
both revenue raising & welfare of the society but failed
in full simplification and rationalization of tax structure.
Further, Government is doing frequent amendments in
Direct Tax Laws and these amendments are decreasing
tax evasion and black money. This is also revealed in the
results of present paper that the pressure of public
opinion is a major deterrent against any offence and, if
the secrecy provisions of Direct Tax Act are relaxed even
to a limited extent, they will go a long way towards
checking the tax evasion. Though, people are satisfied
with their tax liability and time allowed for paying taxes.
But if the Government give more tax incentives to honest
taxpayers, this must increase tax revenue. Because
reformed outlook of people helps in eliminating tax
evasion. The chance of conversion of black money into
white money definitely increases economic growth of
India. One reason of this conversion chance is that rich
Indians deposited a huge amount of. their black money in
Swiss Bank. Electronic payment system is not accepted
by Indian citizens as per the result of this paper, so
Government should have to do some more work
concerning to electronic payment system.
Policy Implication
The paper can help to promote administrative,
managerial and financial support to corporate tax
reforms and enlarge corporate tax reforms opportunities
& encourage industrial development in India. The paper
also suggest that Indian Government should have to
decide about the extension of tax benefit u/s 10A profits
and gains from exports of articles or things or computer
software undertaking established in
FTZ/SEZ/STP/EHTP, this must rally round to speed up
industrialization in India. But still the paper has limited
area of implications.
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Business Plan
Smile Nation - Let's Smile Together
Dr. Swapnil.S.Bumb, Dr. Apoorv Sahu & Rachit Jain
Industry Evaluation
Dentistry at a glance
Dentistry is the known evaluation, diagnosis,
prevention, and treatment of diseases, disorders and
conditions of the oral cavity, maxillofacial area and the
adjacent and associated structures and their impact on the
human body.
The first dental school, Baltimore College of Dental
Surgery opened in Baltimore, Maryland in 1840, and in
1867, Harvard Dental School became the second dental
school affiliated with a university. In England, the 1878
British Dentists Act and 1879 Dentists Register limited
the title of "dentist" and "dental surgeon" to qualified and
registered practitioners. The practice of dentistry in the
United Kingdom became fully regulated with the 1921
Dentists Act, which required the registration of anyone
practicing dentistry.
In England, the 1878 British Dentists Act and 1879
Dentists Register limited the title of "dentist" and "dental
surgeon" to qualified and registered practitioners. The
practice of dentistry in the United Kingdom became fully
regulated with the 1921 Dentists Act, which required the
registration of anyone practicing dentistry.
The British Dental Association, formed in 1880 with Sir
John Tomes as president, played a major role in
prosecuting dentists practicing illegally
Indian Scenario
In 2005, the Indian dental care services market was
US$446m and dental equipments and appliances market
was US$66m growth rate of 9.6% over previous year.
India's major dental imports include dental furniture
(US$9.76m in 2005), followed by dental cements
(US$6.71m) and radiation apparatus (US$5.39m). There
are about 200 Dental schools, 80,000 dentists (1000 in
dental implants). At the moment, India has one dentist for
every 10,000 persons in urban areas and one for about
250,000 persons in rural areas, offering immense
opportunity for growth in future. The demand for Dental
Equipment continues to expand to meet the raising
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domestic healthcare needs. Both the government and
private sector hospitals are in the process of upgrading
the facilities supporting the growth DE. The Government
of India continues to liberalize trade regulations and
currently allows the importation of all medical
equipment and instruments, including Dental
Equipments.
A dentist is a healthcare professional qualified to practice
dentistry after graduating with a degree of either Doctor
of Dental Surgery (DDS), Doctor of Dental Medicine
(DMD), Bachelor of Dentistry (B.Dent.), Bachelor of
Dental Science (BD.Sc.), or Bachelor of Dental Surgery/
(BDS) or (B.Ch..D) or equivalent. In most western
countries, to become a qualified dentist one must usually
complete at least 4 years of postgraduate study within the
European Union the education has to be at least 5 years.
Dentists usually complete between 5–8 years of post
secondary education before practicing. Though not
mandatory, many dentists choose to complete an
internship or residency focusing on specific aspects of
dental care after they have received their dental degree.
Official specialties
In addition to general dentistry, there are about 9
recognized dental specialties in the US, Canada, and
Australia. To become a specialist requires one to train in a
residency or advanced graduate training program. Once
residency is completed, the doctor is granted a certificate
of specialty training. Many specialty programs have
optional or required advanced degrees such as a masters
degree: (MS, MSc, MDS, MSD, MDSc, MMSc, or
MDent), doctoral degree: (DClinDent, DMSc, or PhD),
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or medical degree: (MD/MBBS specific to
Maxillofacial Surgery and sometimes Oral Medicine).

and mandibular growth),
•

Periodontics (study and treatment of diseases of the
periodontium (non-surgical and surgical), and
placement and maintenance of dental implants),

•

Public health dentistry (study of dental
epidemiology and social health policies),

•

Conservative & Endodontics (root canal therapy
and study of diseases of the dental pulp),

•

Pediatric dentistry (i.e. dentistry for children,
formerly known as "pedodontics"),

•• Oral and Maxillofacial Pathology (study, diagnosis,
and sometimes the treatment of oral and
maxillofacial related diseases),

•

Prosthodontics (dentures, bridges and the
restoration of implants. Some prosthodontists
further their training in "oral and maxillofacial
prosthodontics")

•

Oral medicine & radiology (deals with the diagnosis
and treatment plan

•
•

Oral and Maxillofacial Surgery (extractions,
implants, and facial surgery),
Orthodontics and Dentofacial Orthopaedics
(straightening of teeth and modification of midface

Pediatric
Dentistry

Dental Public
Health
Prosthodontics

Oral and
Maxillofacial
Surgery

Endodontics
Branches of
Dentistry
In India

Oral and
Maxillofacial
Radiology

Oral and
Maxillofacial
Pathology

Orthodontics
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Company Profile
Smile Nation is a group of young, experienced dedicated
and dynamic dental professionals team established in
September 2010 working throughout the globe together
for spreading smiles all over the way. The Journey of
Smile Nation began with small dental coaching institute
for needy students in Pune (Kazi Medical Classes)
giving 100% results there and the journey goes on ever
since. The group has entered in the business of Dental
Books, Equipments and Instruments and conquered the
market in local, regional and even at national level.
It is growing as a cheapest and fastest supplier of all (A to
Z) of dentistry. Applied as “Smile Nation Charitable
Trust” in Maharashtra, aiming for the betterment of rural
society & general public's oral health. The business is in
process to be registered under the name “SMILE
NATION”.
Smile Nation-lets smile together is the first dentistry
group in the world who would be launching the concept
of “Family Dentist”
The 'dental van' concept is again unique as it will come at
the door step of the patient on call and will give the first
treatment to the patient then and there only. Whatever
pre- work or instructions are required in case of long
dental treatments like tooth replacement or RCT, the
patient will receive the preliminary stage treatment and
medication in the comfort of his/her home prior to being
called for the further process. This will save the patient
from a number of hassles & time & as we all know time is
money.

Ingenious Innovation
•
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Family dentist: - the avant-garde project which will
bring a revolution in Indian society is the simple yet
innovative concept of your own family dentist. Just
like a family doctor, in the time of emergency or
need just dial the toll – free number of “Smile
Nation” 24*7 as time and place will not be a
hindrance for your dental assistance. A junior doctor
will visit your place within maximum 2 hours
(depends on the time and situation) to your place
with a fully occupied “mobile dental van” for your
aid and resolve your issue but if case is more critical
than a senior doctor will pay you a visit within 24 hrs

and assist you completely at your home.
•

Mobile dental van: - the new notion of fully
equipped dental mobile van which will be a replica
of fully operational hospital having all the facility of
a modern clinic to treat the patient effectively and
efficiently at a very low cost.

•

Polyclinics :- the polyclinic is a concept currently
being promoted by the government as a solution to
two related issues 1) the increasing gap between a)
health care that requires highly specialized facilities
and those interventions that can now be carried out
in primary care or other small settings i.e. that do not
need a general hospital and 2) the relative isolation
of some general practitioners and the need to provide
stronger integration, support and back-up for
primary care (which, by the way is not just provided
by medical groups. To shrink this widen gap “smile
nation” is going to open several polyclinics for the
benefit of society. December 2011 is the month in
which the first of its kind dental polyclinic will be
opened. The first baby step to do something which
government is still a long way to do.

Benefits of Your Own Family Dentist
Time: - The most important factor of life is time and
paying a visit to a doctor is sheer wastage of time. Our
“Family Dentist” will visit to the patient as per his/her
convenience. Saving the patient's precious time and
bringing a smile on his/her face is a part of the mission of
the group.
Place: - No matter where the patient is located, it could
be your office or residence which can be converted into
small dental clinic for a while. Removing another big
encumbrance of place from the patient's oral health care
is what “Smile Nation's” motto is. A hassle free
expedient experience what we think you must have
which will create a distinction and create a comfort zone
for our patrons. A unique concept i.e. of mobile dental
ambulance will be launched by the group.
Affordability: - Price, the uttermost element for
availing any services. Providing an excellent service at a
throw- away price is something which Smile Nation is
trying to achieve. As Indian mentality is still stuck at the
cost factor, so having this mindset we are providing the
best at the least. Profit maximization is not our idea; the
inspiration behind this is for an extra ordinary smile on
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the ordinary faces that gives a push to go on above all
adversities.
Quality: - The most efficient, effective and friendly
doctors available at your place which work upon only
one maxim “Taking Pain Giving Smile”. Giving the

class treatment of oral health care and hygiene across
India for the betterment of the society is the core
competency of the group. Team of world class doctors
working together for the best possible treatment
available in the nation for ultimate benefit of you.

Saves
Time
Available
24*7

Easily
Affordable

Efficient Team
of Doctors

Why
Family
Dentist?

No Place
Hassle

One Stop
Solution for
Total Oral
Healthcare

Best after
Treatment
Services
Prominent
Quality
Treatment
Company's Vision
•

•

To be a premium Banner for providing affordable
Oral Healthcare services. As the dental scenario in
India is still very big and unexplored, we are trying
to grab the maximum market share for providing the
most affordable oral care services under a single hut
concept and a branded banner “Smile Nation-lets
smile together”. Single hut concept means
providing all the dentistry services together at one
destination as all the experts of all fields of dentistry
are available under a single umbrella.
Maverick in Dental Education with a vision of
global School of dentistry. As education is most
prior and important to shape any individual or
country's future, but there is a broad gap of
eminence education, which is widening each
passing day. Even after 64 years of independence in
our country where most of the government's funds
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are utilized on education sector but still nobody is
able to get education of his dreams because of
tainted political system. This pinch in our heart
gives determination to build a visionary global
school of dentistry in very near future to provide
affordable, prominent global education on bias
fewer manners.
•

Pioneer of dental Equipment Industry. Another unsegmented sector is of equipment industry. To
provide finest quality equipments in lowest market
price to all the professionals and students working in
the field of dentistry. We want to be a simple bridge
to narrow the gap between the suppliers and
ultimate consumers and later on to manufacture and
retail the various equipments under one single
banner “Smile Nation”. A one stop destination for
all.

•

To be “Google” for Dentistry. By launching the first
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of its kind, a dedicated dental website which will
provide all the information of dentistry. In leman
language this dedicated website will cover all the
sectors of dental industry. An effective and efficient
information highway which will be like your
personal assistance just at an ease of one click. Most
beneficial for
1) Students (in the terms of all
educational details, file, videos sharing facility and
a dental discussion forum 2) professionals for
employment and any consulting details 3) dental
aspirants for getting all information of colleges in
India or abroad 4) common man for dental services
and information of oral healthcare, from a tooth
ache to a root canal surgery.
•

•

To be most trusted Charitable Trust of India. Trust
and responsibility for society is what we believe in.
To accomplish this gigantic task we made our
charitable trust which is pro active and had start
providing the free oral health care services in many
rural areas where quacks are treated as doctors. Our
trust will create a difference and justify its words of
most trusted charitable trust of India.
To Be “Dentist of the Nation”. One stop destination
under a foremost banner. Launching the concept of
“Family Dentist” providing all oral medical health
care services at your doorstep. Trying to create a
revolutionary change in Indian dental scenario by
providing you a simple hassle free service just a
simple phone call away. It does not matter for us that
where you are situated, what matter to us is your
pain must be located and eliminated.

and poor people at affordable cost and educating
them for oral care and hygiene.
•

To be the prominent platform for providing
advantageous counseling to professional and
students in matter of placement and accurate career
path in best possible manner.

•

To eradicates the quacks (unregistered dental
practitioners) from all parts of countries.

Overview
Key Market: - Our market segment is divided into
(Dental Professionals, students and general public
across the nation)
Contribution: - Finest affordable and qualitative
services in the field of education, dental services, books,
equipments, charity and counseling and oral health care
services.
Distinction: - Consistently perceived as the best
company in the industry on the parameters of eminence,
affordability, swiftness and commitment functioning for
a permanent smile on peoples face.
Our Vision and Mission validates its existence by:•

Specific — In our mentioned goals

•

Measurable— In amount of work we do

•

Achievable — Our project is realistic

•

Relevant — Our project has value and significance

•

Time Bound—Short span, more achievements.

In short we are (S.M.A.R.T.)

Company's Mission

Marketing Strategy

•

The 4 “Ps” of marketing mix are the base on which
“Smile Nation's” marketing strategy is based.

To be the affordable, fastest and finest company of
India within a year for supplying dental books and
equipments to students and professionals, this will
show a way towards the mounting manufacturing
and printing business in dental industry.

•

To provide finest education in the industry by
opening up of low cost premier coaching classes
specially dedicated to dentistry, which will show the
way towards the a paramount dental college with all
the world class facility under a single hut.

•

To organize free village dental camps and opening
of dental polyclinics in all rural areas of India
specially designed for treatment of underprivileged
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•

Price: “Smile Nation” is following the price
skimming strategy giving the most innovative and
indispensable services at through away prices. We
don't have any market competitor but putting social
concern as their prime motto and profit as secondary
we want to create awareness among the society for
oral hygiene and oral healthcare which is almost
neglected in daily lifestyle of a common man.

•

Place: The most important ingredient of marketing
mix is place and the concept of “Family Dentist”
removes all the hindrances or barriers occurring
• Volume 2 • No. 2 • July-December 2011

from place. The concept of polyclinics is chosen to
start from the rural areas of India where having oral
health care is still a dream come true. The concept of
“Family Dentist” is targeted to carter the larger
segment of metro cities in India to give a proper
shape to this un-organized dental industry.
•

•

•

Promotion: To endorse the splendid idea of “Smile
Nation”, various tools and techniques of advertising
are used in this long journey. From tele-media to
print media using the information highway in the
most valuable manner by utilizing all the benefits of
social networking website “Facebook” which can
also be used in very constructive way to be
connected through all the people approx 3400 active
members at a time is something which we called
promotion. Though we have done many small social
events which also give us a place in hearts of people
but the most important and gigantic promotion
proposal was of the “National Dental Conference2011” which gives us an extra edge and an
opportunity to deliver what we actually wanted to
do for society. Print Media is always there for
support whenever we are looking forward for an
event or innovation.
“National Dental Conference-2011” was
organized in which the stalwarts of dentistry from
all across the nation were invited. The key note
speaker was Dr. Anil Chandra, Professor at the
prestigious KGMC Lucknow and visiting Professor
at University of Medicine and Dentistry, New Jersy
(USA), Dr. Vivekanand S. Rege, Honorary doctor
to His Excellency, The Governor of Maharashtra,
Honorary doctor Nagpada Police, Mumbai and
panel doctor of Air India International. Among
others dignitaries were Dr.Dilip Dhamankar, Dean
& principal of Rishiraj dental college, Bhopal,
Dr.Kaushal Luthra, Ghaziabad , Dr.B Rajkumar,
lucknow. The website of Smile Nation was launched
on this occasion (www.smilenation.in). Along with
that a theme song of smile nation was also launched
on the occasion.

•

Product: Providing exceptional and pioneering
services in Indian market which is very variable and
fluctuating. Since we don't posses any current threat
from any competitor as the idea is new, dynamic and
the life cycle of this service is always on growing
phase and no point of saturation is expected as
“Smile Nation” is based on service differentiation
industry. From education to dental equipments
supplier and manufacturer to dedicated oral
healthcare hospitals and polyclinics to the
innovative family dentist concept to professional
and student consultancy services. Smile Nation
provides a total or complete package for the
common man to solve is common problems.

S.W.O.T Analysis
•

Strengths- Result focused and self capable
professionally committed team, working round the
clock in dedicated manner with a single vision and
mission of a spreading smile all over the way.

•

Weaknesses - Time and money are some elements
of weakness which will and can be conquered by
tactical strategic planning of time and resources in a
calculated manner.

•

Opportunities- Striking the Mounting Dental
industry in the field of education, counseling,
manufacturing and health services in this globalised
scenario at right time gives us an edge to grab the
national and global market easily in short period of
time.

•

Threat: - Potential competitors can enter and can
challenge our dynasty.

The group has already entered in collaboration with
Apollo hospital with medvarsity for conducting
certain courses, Jaypee publications, Global School
of Clinical Dentistry, New Delhi, Catalyst Clinical
Services Pvt. Limited, New Delhi
• Volume 2 • No. 2 • July-December 2011
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Achievements

• Global school of clinical dentistry, New Delhi

•

Already started organising dental camps in rural
areas.

Optimistic Future

•

Achieved 100% results from 3 batches of students.

•

The firm is in process to be registered in the name of
Smile Nation.

•

In collaboration with “Apollo Hospitals Group &
Medvarsity Online” who are running several
courses like post graduate diploma in hospital
administration(PGDHA)

•

3400 + and counting online members in smile
nations family of eminent professionals of dentistry.

•

Recent collaboration with Global School of clinical
dentistry for betterment of dentist society

•

Official launch of smile nation's website
(www.smilenation.in) connecting through an
international conference in Moradabad which was
attended by some of the legends of dental
professionals on 20th November 2011.

Recent Collaborations with different organizations
•

JayPee Brothers Medical publishers.

• Associated with Catalyst Clinical services
• In collaboration with “Apollo Hospitals Group &
Medvarsity Online.

• Opening of first of its kind Dental polyclinic in
December 2011
• To start the innovative concept of “ Family Dentist”
• Collaborated with Dental School of clinical dentistry
and many other dental schools across India for the
maximum reach of students and professions in
minimum time.
• Starting a revolutionary concept in education through
use of internet as the medium which will connect
through a boundary less data base of students across
nations.
• In Collaboration with various Indian & foreign
universities or institute for starting dental exchange
programmes and courses.
• Opening of first dedicated dental hospital in a premier
location of Pune which in time will be converted into
a multi specialty hospital available for general public
by the end of year 2013.
• Organising dental camps in schools at national level
for oral awareness as part of corporate social
responsibility.
• Trying to explore the unexplored dental equipments
and medicine market as we are trying to collaborate
with many M.N.Cs.

Associations &
Consortia of
the Industry
Consulting
Organizations

Industry
Experts

Research
Bodies

Ultimate
Benefited Areas

Dental and
Health Care
Companies

Government
Departments

Educational
Institutes
Agencies
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Backbone of Smile Nation

College , Bhopal)

Honorary Advisors of the Group

Dr. Anil Chandra (Professor, Dept Of Conservative &
Endodontics, KGMC).

Dr. Roberto Vianna, President (Ex. World Dental
Federation, FDI).

Dr.Rajesh Agarwal (IDA , UP state president)

Dr. Vivekanand S Rege ( Honory Doctor to Governor of
Maharasthra)

Dr.P N Tandon ( renowned oral & maxillofacial surgeon
in northern India)

Dr. Dilip Dhamankar, Dean & Principal (Rishraj Dental

Dr.Kaushal luthra ( Eminent professor & Periodontist)

Dr. Swapnil.S.Bumb (BDS,PGDHA,PDCR,Msc), founder of Smile Nation-lets smile together, completed
his Bachelor of Dental Surgery (BDS) from Teerthanker Mahaveer Dental College & Research Center,
Moradabad and is currently doing internship from the same college. Will be pursuing post graduation
(MDS) from the same institute. He also has certain degrees to his name (PGDHA, Msc in biotechnology,
PDCR) which he is pursuing. His Innovative idea and above par vision and invariable efforts have taken a
beautiful shape today with only one motto in life- 'making India smile with Smile Nation'.
Dr. Apoorv Sahu, co-founder of smile nation-lets smile together, completed his Bachelor of Dental
Surgery (BDS) from Teerthanker Mahaveer Dental College & Research Center, Moradabad and is
currently doing internship from the same college. Will be pursuing post graduation (MDS) from the same
institute. His focused determination with untiring zeal was the key by which Smile Nation is ready to
glorify and scale new heights.
Rachit Jain, Group Coordinator did his (B.com) from Delhi University and currently pursuing his (M.B.A)
from Teerthanker Mahaveer University. He is an integral part of the students' committee of
'Entrepreneurship Development Cell' of the University. Work is worship is his life's motto.
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Book Reviews
Nandan Nilekani, Imagining India- Ideas for the new
century, Penguin Books Ltd., London, England, 2009,
Price. 425 INR, pp. 531, ISBN 978-0-143-06707-8,
Prof. R.K. Mittal, Vice Chancellor, Teerthanker
Mahaveer University, Moradabad
Want to know about India? Its policy makers, the various
phases of transition in the life of this nation, and what set
it apart in the league? Imagining India is a piece of
writing replete with ideas and their power in
transforming the life of a nation.
The opening comment in the book is thought provoking
as it draws the attention towards the poor infrastructure
of the country and why can't it improve. 'If you can have
such good roads in the Infosys campus, why are the roads
outside so terrible?' demanded a visitor of Nandan
Nilekani. (p. 3)
Nandan Nilkani aptly quotes the reformer Bipin
Chandra Pal, “we loved the abstraction we called India
but hated the thing it actually was. The book enthralls a
reader who is inquisitive about true India- its economic
growth, entrepreneurial growth, policies, reforms etc.
and not those who only see India as a land of snake
charmers who 'accidently' gave the world some of the
best things.
The book is divided in four parts. The first part of the
book deals with the prowess of ideas on which there is
now broad consensus – at least amongst the urban elite
and the middle-class; ideas that see entrepreneurial
growth as a pre requisite to the development and
population as an asset rather than a liability, a resource
rather a 'hopeless mass of protoplasm'.
The second part deals with areas on which there is broad
agreement but a lot of work needs to be done; literacy,
managing our rapid urbanisation, connecting our towns
and cities and creating a common market across India.
Part III deals with topics on which there is still no
consensus e.g. the role of state in higher education,
labour-related issues and so on.
In the third part of the book he talks about the ideas that
are not widely accepted. Here, he talks about the
equation between the state and the central government
starting from when India got freedom. He also looks into
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the ingredients which went in creating millions of jobs
and what needs to be done to create more jobs for the
jobless Indians. In the end he highlights the evolution of
universities and institutions of higher education and
their role in the progress of the nation. This part of the
book focuses on as to how the inception of three premier
universities of the country helped in making the learned
become and in turn making aware the ordinary people of
India about their rights. This part also discusses the rot
that has set in the education system which at one point of
time was considered to be at par, if not better than
universities like Oxford. (Reference being made to Delhi
School of Economics) (p.337)
The fourth part is the most interesting part. Here, he
gives innovative solutions to a lot of problems which are
not currently high up in our priority list but are,
nevertheless, very crucial to the sustained development
of India. He proposes the introduction of one ID for each
citizen. Currently, we have a lot of cards and numbers –
PAN, driving license, ration card, etc. He proposes that
we make a central database of all these. This will ease
tracking and reduce corruption to a great extent. If a
central ID is used, then instead of distributing “free rice”
to poor through s separate porous supply chain, vouchers
can be distributed using the central ID tied to a bank
account which can be redeemed at a normal general
store. He also highlights the need of social security.
According to him, for sustainable social security and
pension scheme, participation of the individual is a must
and the cost should be shared by both the government
and the individual. He also talks about the need of better
health care facility. This can be achieved by making the
benefits of private health sector available to the poor by
distributing vouchers. Currently, only the government
hospitals are subsidized. And since the poor have no
other option, they have to, but, go to the substandard
hospitals. The use of vouchers and centralized unique ID
will help in addressing the problem. Lastly, he addresses
a major problem the world is facing – energy and
environment. He mentions about monetizing carbon
footprints so that businesses having more carbon
footprints pay more than those having less. This would
give incentive for businesses to invest in greener and
inexhaustible sources of energy.
The nation has got immense potential as it is a country so
young that 50 percent of the population is still not
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eligible to vote. This is country's strength. We have to
channelize this potential in the right direction and utilize
it to the optimum. For this entrepreneurship need a real
boost.
The book exposes a number of facts to the readers such
as, “Lord Lytton exported wheat from India at the height
of the 1876-78 famine. Undoubtly these unfortunate
instances lead to the downfall of India as a nation.
The author uses light humour which makes the reading
very interesting. For instance, he calls Thomas Malthus
(profounder of Malthusian theory) as 'second of the eight
children, was himself a part of the population explosion'.
(p 39)
Nilekani has beautifully cited reasons for the growth in
population in countries like India and China. The
prominent one was a clear preference for a son in the
family. He has also discussed in the book the ways to
curb the growth of population- coercive and non
coercive both. (p. 49)
Humor wherever required with sarcasm has been
blended in the book. An instance has been quoted in the
book that in a court case in India for a missing girl, the
presiding judge asked as to why the parents named their
daughter 'Nirasha'. The parents responded that because
she was their fifth daughter. (p. 52)
Very poignantly the author draws attention on the so
called 'BIMARU' states of India the share of these states
in India's population growth between 2001 and 2026 will
be around 50 percent. These states are in a terrible mess
in their social indicators. For e.g. The malnutrition rate in
Madhya Pradesh for children under 3 is 55% which is
more than double the rates in sub- Saharan Africa. India
is facing a challenge to create enough number of jobs.
The repercussions of which can be witnessed in the form
of unsocial elements like Chotta Shakil who was a son of
poor dalit sweeper and Abu Salem's mother who rolled
bidis for a living. The reasons for upsurge in extreme
groups in India like Bajrang Dal, Naxalites etc. have
been rationally dealt with in the book.
In the chapter 'From Rejection to Open Arms' Nilekani
talks about the reforms which brought new lease of life
for Indian entrepreneurs.
Nilekani does not just show how the economic
transformation of India is rooted in an intellectual
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transformation. He also places this intellectual shift in
historical perspective.
Nilekani is highly critical of British rule – not because, as
many critics have it, or it has become a part of the
tradition in India, Britain undermined traditional India,
but because it failed to do so. He agrees with the great
poet Rabindranath Tagore that India's medieval past was
'a place from which we were glad to be rescued'. The
trouble was, Nilekani writes, that 'instead of the
occupiers transforming Indian attitudes, it was the
British officers who absorbed the caste and regional
distinctions within Indian society'. The British 'often
collaborated with India's traditional elites and the
lumpen aristocracy, deliberately strengthening feudal
systems'.
He quotes the 'Jallianwala Bagh' incident as written by
Nehru and how food grains from India were exported,
despite crisis in India which worsened the situation.
“Lord Lytton exported wheat from India at the height of
the 1876-78 famine.” (p.40)
The result was economic and social stagnation, on the
one hand, and, on the other, the creation of a 'two-tiered
cultural hierarchy' in which the elite 'embraced ideas of
democracy, self-determination and nationalism', while
the masses were 'dominated by the iron rules of caste,
religion and social custom'.
India's post-independence leadership did little to bridge
that gap. It embraced a secular, modernist vision of
India, yet feared that the masses were too much in thrall
to tradition. Rather than attempting to win people to its
ideas, the ruling Congress Party simply imposed its
policies from the top. With no real challenge to the
politics of caste and identity, such politics continued to
rule on the ground, so much so that India, almost
uniquely among third-world nations, has never had a
powerful mass left-wing movement.
There are many difficult issues over which Nilekani
skates. The licensing model created lousy monopolies
and led to the compromise of Indian consumer with poor
quality products.
Overall the book provides a rich insight into the past, and
present of India, the ups and downs in its life, the journey
of the policy framework as we see it today. In short it is
the true story of a bird which has risen, fallen and again
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risen from the ashes- the phoenix called India.
Dr. S. L. Gupta & Arun Mittal, Entrepreneurship
Development, International Books House Private
Limited, 2011, Price. 345/- INR, pp. 519
Meenakshi Sharma, Assistant Professor, Birla
Institute of Technology, Mesra, Ranchi, Noida
Campus
The present book “Entrepreneurship Development: Text
and Cases” has been designed after a thorough analysis
of the current academic demand. The book is useful for
BBA, BBM, B.Com, M.Com, MBA, MBM and other
related courses.
The book has useful insights about entrepreneurship
development in a comprehensive manner. There are four
unique features of this book, which makes it more useful
than the other text books available in the market. Firstly
the book is comprehensive and covers all essential topics
related to entrepreneurship. There are separate chapters
on the topics of current interest such as Retail
Entrepreneurship, and Women Entrepreneurship.
Secondly, all the chapter have opening cases related to
the topic discussed in the chapter. The opening cases
have been selected and prepared to give initial insights
regarding the topic so that a practical context can be
associated with the theoretical aspects while going
through the book. The third feature of the book is that it
includes ample number of chapter-end cases, formats,
biographies of successful entrepreneurs and examples
related to the discussed topics. Various examples from
the real life business situations help the reader to
understand the conceptual aspects in a better manner.
Lastly the book contains five complete feasibility
reports, which give the idea of business proposal. These
feasibility reports can work as the benchmark reports for
the students when they work on a similar kind of
assignment.
The theoretical content of the book contains a wide range
of topics on entrepreneurship development. First four
chapters give the primary idea about entrepreneurship
including the concept, features and core elements of
entrepreneurship, values and attitudes of entrepreneurs,
characteristics, demands and requirements of
entrepreneurs, principles of entrepreneurship, Motives
behind entrepreneur, creativity, innovations and idea
generation.
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Chapter five explains barriers to entrepreneurship,
which is a very important topic in the Indian context.
Chapter six explains women entrepreneurship in India
and the various categories of women entrepreneurship.
Chapter seven discusses various aspects about
intrapreneurship, which is also the matter of current
interest. Chapter eight to chapter sixteen explain almost
all important areas to be focused while implementation
of the idea for a new venture these all chapters include
separate discussion on each element such as various
stages for starting a new venture and preparing a
business plan, Franchising as a format of
entrepreneurship, Entrepreneurial buy-ins, Marketing
Strategies for a new venture, Operations Management,
Financial Management for new ventures, sources of
finance, Human resource management for new ventures
and intellectual property rights.
In chapter seventeen, the problems of new ventures have
been identified. These problems include administrative,
marketing and production problems. Chapter eighteen is
of everyone's interest, it contains the sources of funds in
the form of Institutional support to new ventures
including the discussion on SIDO, EDI, TCOS, SIDBI
etc. The last chapter of the book is Retail
Entrepreneurship in India which explains that how
organised retail business has emerged as a new
alternative for entrepreneurship.
However, apart from the text, ample number of case
studies is also the beauty of this book. We can find cases
on reputed organisations such as Pantaloons retail,
Lilliput, Moti Mahal Delux, Biocon Limited, Jindal
Steels, Dainik Bhaskar Group, Infosys, ICICI venture
capitals, Federation of Indian Women Entrepreneurs
(FIWE) etc. The case studies are the success stories of
the organisations and/or their founders. These all cases
show that how the vision for a new venture is sought and
nurtured them.
One more feature which differentiates this book from the
other text books available in the market is the inclusion
of feasibility reports. The authors have included five
feasibility reports in the book which are very useful to
give guidelines to the students for making a feasibility
report.
In the coming edition readers can expect more case
studies of emerging ventures, chapters on Micro,
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Medium and Small enterprises and More discussion on
the problems and sources available to solve those
problems for new entrepreneurs.
I believe that students, academicians and professionals
will welcome this book as a comprehensive text on
entrepreneurship development which will be able to
impart so many important aspects on the topic.
John Grant, Brand Innovation Manifesto: How to
Build Brands, Redefine Markets and Defy
Conventions, John Wiley and Sons, Printed in Hong
Kong, 2011; pp. 328, ISBN -13: 987-0-470-02751-6
Dr. Brajesh Kumar, Institute of Management
Studies, Ranchi University, Ranchi, Jharkhand.
The author John Grant has organized this book into an
appealing guide to brand development, management and
protection that will assist everyone in this field. He
firmly believes that every company -- large or small -has a DNA or genetic code that must be continuously
told to core customers, potential customers, business
partners and employees. Branding to John Grant isn't
something that advertising can do in a fish bowl. In fact,
when reading his book any one come to realize that the
best place to manage a firm's branding activities may just
be in public relations because “the brand is the sum total
of everything a company does.”
Fortunately, the author doesn't paint one of those
pictures that says branding can be done overnight and it
will be extremely effective. In fact, he lays down eight
principles to an organization's branding activities that
focus on simplicity, relevance and innovation. He also
reinforces the concept that the organization must focus
on the long haul rather than quick fix results. This book
gives idea that the best brands today don't simply tap into
wishes and aspirations but turn themselves into 'cultural
ideas' with which we the consumers actively engage.
And one of the other main ideas is the 'brand molecule'.
Brands are no longer just one big and oft-repeated
message. Brands are composed of ideas that grow
naturally one from the other, so that a brand becomes a
kind of ever-evolving, multi-dimensional entity. I think
this is kind of cool.
Every company today is under financial pressure to slash
costs unilaterally. The author warns management that if
they abandon their brand marketing and brand
responsibilities in the short term they will suffer in the
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long term. The great thing, though, is that he strips away
the glamorous façade of brand management. He explains
by examples how hard the work really is and how it
involves everyone in the company and how the effort
and the activity can't be held solely in the marketing or
advertising department. The problem is that most CEOs
don't understand the importance of implanting the
organization's brand DNA on every employee. At the
same time, a lot of marketing and advertising people
don't want to understand that they can do very little to a
firm's brand management except put new make-up on it.
The author points out that a brand is really a commitment
and a bond between the company and the customer. Once
that bond is broken it is difficult if not impossible to win
the trust of that customer again.
John Grant draws heavily from his own day-to-day
experience at Nike and Starbucks to give readers an
insider's look at the work, effort and global focus that
went into building and protecting these brands. In
addition, he has a number of excellent case studies like
Harley-Davidson, Guinness, the Gap and Disney to
broaden his scope of credibility. There is a lot of
practical, battle-tested advice in the pages of the book. In
addition, in an analytical manner he discusses why some
otherwise good brands failed.
“Brand Innovation Manifesto” is very well written in a
relaxed, conversational manner. Unlike some authors
who tend to rewrite history, John Grant gives readers
some excellent insights into some of Nike's and
Starbucks' branding activities that went sour. He gives
them a firsthand account of the organizations' activities - warts and all. The authors did an excellent job of
identifying the factors that are vital to a brand's longterm survival. To be fair to John Grant did extensive
research - more than 50 case studies that were explained.
At the same time, he enriched his text with comments
and information from industry insiders who were
actually involved in the marketing submissions.
The book is a good marketing communications primer
for people fresh to the industry and a refresher for the rest
of us. He do delve into a number of senior management
areas that helps readers understand why some firms do
little or nothing to refresh a brand preferring to let them
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ride along as cash cows until they pass into oblivion. It is

opportunities for the brands...he just isn't real certain

sometimes difficult to understand how the author can

what he is. Obviously I believe John Grant's research and

rationalize and justify the value of brand and product line

analysis are based on helping prove branding. But at the

extensions as valid efforts to ensure brand immortality.

same time he explores the implications and doors that are

While the advertising executives note that there are

opening for all marketing and communications efforts.

tremendous technological and social changes taking

Overall this is an interesting book. It demonstrates how

place that could be disruptive to the mortality of some

marketing and branding have a direct and fascinating

brands, he do feel the changes provide some

reflection on the culture at large.
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