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Tune Yourself well before Turning On

If you definitely want success then you have to find

eluded me was this: You can change your mind, therefore

something that you enjoy doing. Without passion it is

your perception, and I- not circumstances nor any other

Rajveer Yadav

extremely difficult or impossible to keep on track and

person-get to choose what those thoughts are.

stay connected with the course. The words “really want”

The man of poor will is like a cork on the ocean, tossed

In the global knowledge economy, peoples’ skills,

do. If, however, you have absolute confidence that you

and “desire” is the action oriented words for success.

by every wave; or like the weather vane, turned about by

learning, talents and attributes- their human capital-

are going to succeed then whatever “ups and downs” you

Combine these words with “belief” and “trust” and you

every gust of wind. He is the slave not only of the will of

have become key to both their ability to earn a living and

experience you will interpret them as stepping-stones or

have the recipe to achieve anything what ever you want.

others and all external circumstances, but also of his

to wider growth. Education systems can do much to help

a learning curve to your eventual success.

Whatever you choose, whatever your decisions will be,

drives and desires. He is unable to make adequate use of

people realize their potential, but when they fail it can

Examine your own expectancy and determine whether

it is based on the enormously complex sum that is best

his talents and aptitudes; he is unable to live up to his

lead to lifelong social and economic problems. In the

that is what you think, or is it what you were told to think.

summed up as your sense of life. The sum that is you are

convictions.

knowledge society access to opportunities to acquire

My motto is that “reality is in the moment; everything

so complex that no one can ever describe it

On the other hand, the man of strong and determined will

needed knowledge, skills and competencies is essential

else is YOUR interpretation of that reality”. Once the

accurately—the only adequate description is your actual

finds his way and rightful position in the world by

for personal and social progress and growth.

moment has passed you either hold on to the hurt and let

physical person. “You” is also a sum in constant flux;

overcoming all obstacles, both those created by

What are the ingredients of career success? Supportive

it continue to hurt you, or you can realize that the hurt of

every second that passes changes you in some way.

circumstances and those due to his own weaknesses or

friends and mentors certainly have a strong influence.

the moment has passed and that it is your choice whether

Perception- how we see things- good things, bad things-

urges.

Clarity in your own mind of what constitutes success for

you let it affect you.

good luck or bad luck- is really what shapes the way we

Now it’s up to you what next!

you is another factor.

OK, it is not always possible to let go of negative

shape the world, I think. It took me decade to figure that

The author is Director of School of Finishing Touch

Life has its ups and downs. It’s very easy to be swayed by

influences, particularly when they come from loved ones

one out. Most of my I thought that if I thought it, it must

(SOFT), Varanasi and Renowned Corporate Trainer

circumstances and situations; the secret to success is

or friends, but this is a key to success. It all comes down

be so. Well, in actuality, that is the truth. “You are what

f o r S o f t S k i l l s . H e c a n b e re a c h e d a t

how you interpret and learn from them. Although

to your choice of what it is that you allow to influence

you think”. Enlightened masters, philosophers and

rajveerysoftgmail.com

everyone’s journey is different, everyone should

your life. There are a lot of things you can learn from

mystics have been suggesting this for centuries. What

understand that a big part of success is about being open

others, and we need the support of “tuned in” people if

to the moments of life. If opportunity does not come

we want to succeed, but it is ultimately up to you and no

knocking, you have to go knocking in search of

one else.

opportunity.

Ask to yourself: Who Are You? One way to answer this

No matter what innate talents you were born with, what

question is to look at what has influenced you in your

family you were born into, the money you have made or

life. You are a product of the ideas and experiences that

lost, or the times of difficulty or lucky breaks, nothing

have come to your mind. Therefore, in a sense, what is

will get you to where you want to be better than

“you” are the experiences you have had, the books you

understanding your full potential.

have read, the people you have met, and the

Perhaps the most sought-after goal in our present society

conversations you have had. The life plan of each and

is success in business. Whether you want to be promoted

every one of us will be unique, because no two people

into high paying management positions, or wish to start

have ever walked down the same path of ideas and

your own independent enterprise, knowledge of the

influences.

business world is important.

Developing the attitude of “if it’s going to be; it’s up to

One of the biggest things I have learnt over the years is

me” is the starting step to have control of your life.

that “you are what you think”. You are able to create your

Taking responsibility for your own actions means that

own destiny simply by the things you think about. If your

success or failure is the direct result of what you do or

expectancy is to fail, then that is what you will probably

don’t do, end of story.
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Do Capital Inflows Enhance Economic Growth?
Analysing BRICS’ Performance

Pragya Atri

In the recent decades BRICS countries – Brazil, Russia, India, China and South Africa have attracted large capital inflows
and exhibited high rates of economic growth. Using annual data for these countries from 1970-2012 this study explores
the question whether large volumes of capital inflows are responsible for high rates of economic growth. The empirical
results show that episodes of high economic growth do not seem to be attributable to corresponding episodes of capital
inflows. However, trade openness is a significant determinant of economic growth but only for Brazil and South Africa.
While human capital and inflation are significant only in case of India, size of government is significant only for South
Africa. It is found that fertility rate and infrastructure is not significant for any of the BRICS economies.
Key Words : Capital Inflows, Economic Growth, BRIC
Introduction
Globalization is one of the most discussed topics of our
times. Very broadly, globalization can be defined as the
integration of different economies into a global market
creating international flows of goods, services, capital
and labour. It is often advocated that globalization has
huge benefits in terms of higher economic growth,
promotion of efficiency through competition,
availability of more capital, easier access to better
technology, cheaper imports and larger export markets.
However, the proposed benefits of globalization should
not eclipse the costs and risks associated with it.
Globalization promotes international capital flows
which tend to be volatile i.e. plentiful in good times but
drastically reducing following an economic downturn or
external shocks. These sudden stops/reversals of capital
could be harmful for the economic growth, production
and employment levels of the host economy. Proponents
of pros and cons of globalization make an equally
compelling case leaving the debate inconclusive.
However, in spite of the pros and cons, it is agreed that
the world has become more globalized in recent decades
witnessing increasing volumes of trade, capital and
labour movement. The value of trade (goods and
services) as a percentage of world GDP has increased
from 42.1 percent in 1980 to 62.1 percent in 2007, the
number of foreign workers has increased from 78
million people (2.4 percent of world’s population) in
1965 to 191 million people (3.0 percent of world’s
population) in 2005. Global capital flows kept
oscillating between 2 and 6 percent of world GDP during
the period 1980-95 but since then they have risen to 14.8
percent of GDP reaching $7.2 trillion by 2006. Also, the
stock of international claims (primarily bank loans) as a
percentage of world’s GDP, increased from roughly 10

3
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analysis because the period of international capital flows
to these economies has coincided with the periods of
increases in economic growth. Also, in the said period
emerging and developing countries recorded GDP
growth rates higher than the developed world. (Figure 1)
In 2007, while the GDP growth rate of advanced
economies hovering around 3 percent, the growth rate
for emerging and developing economies was over 10
percent. Interestingly, even during crisis period, the
growth rate of emerging world remained higher than the
advanced world’s. Post the financial crisis in 2008-09,
emerging economies’ GDP growth rate was about 2
percent more than advanced world in 2010.

percent in 1980 to 48 percent in 2006. (IMF Issues Brief,
2008)
Against this backdrop, this study focuses on one facet of
globalization i.e. international capital flows namely,
portfolio investments, equity flows, foreign exchange
flows, foreign direct investment (FDI), debt flows, etc.
International capital flows assume significance as they
are likely to have numerous effects on the host economy
like influencing prices, production levels, national
income, economic growth, infrastructure as well as
levels of poverty and employment. Although capital
flows are vital for all economies but developing
economies require a special mention. This is so because
developing economies are often assumed to lack in stateof-the-art technology in production, be capital scarce
and have lesser technical expertise compared to rich
countries, etc. which implies that capital inflows can
prove immensely beneficial. A lot of emphasis,
therefore, is laid on developing countries to pursue
financial liberalisation and promote capital inflows,
especially FDI.
At this juncture, it would also be fruitful to note that in
recent decades international capital flows (all kinds) to
developing world have increased many folds. The sheer
volume of international flows towards developing
countries has reached $1.1 trillion in 2010. Foreign
direct investment and portfolio flows went up by 27 and
18 percent respectively bringing total private equity
flows to $635 billion in 2010. Debt related inflows
jumped almost 200 percent compared to a mere 25
percent increase in net equity flows. (Global
Development Finance, 2012) Therefore, compared to
advanced countries, analysing a set of only developing
countries is likely to be more rewarding.
Developing countries further provide a fertile ground for
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Source: World Economic Outlook, 2012

Hence, it is evident that in recent decades not only
emerging and developing countries have received huge
volumes of international capital flows but these
countries have also grown at rates much higher than
advanced economies. Very often, academia attributes
these spurts of economic growth in these economies to
increased globalization – particularly to the increases in
international capital flows. In the light of increasing
financial integration it would be rewarding to analyse if
capital inflows have actually promoted economic
growth in emerging and developing countries.
Organisation of the paper is as follows. Section 2
highlights the relevance of conducting a study for
BRICS countries. Section 3 presents a brief literature
review. Section 4 explains the data and methodology.
The results of the paper are discussed in section 5.
Finally, section 6 examines the conclusions.

namely, Brazil, China, India and Russia. According to
IMF survey article (2009) BRIC (except South Africa)
has already accounted for 25 percent of global GDP by
2009. Although its only one-quarter of the world’s gross
national income, they are among the world’s biggest and
fastest growing emerging markets. These economies
have a sizable domestic market; have developed
industrial and technological diversifications and run
major government programs of investment in
infrastructure. In 2010 the four BRIC countries
accounted for over a quarter of the world’s land area and
more than 40 percent of the world’s population.
After BRIC countries formed a political organisation
among themselves, they expanded to include South
Africa in late 2010. The annual GDP growth rates for
BRICS economies’ from 1970-2011 are presented in
figure 2. Among BRICS countries growth rate of China’s
GDP has remained highest almost throughout the period.
Russia, on the other hand, exhibits the most erratic rates
of GDP growth. For two decades 1970-1990 GDP
growth in Russia was almost zero. After that, for two
periods 1991-1997 and 2007-2009, growth rates were
observed to be negative. Whereas, throughout this
period, only once (around 1979) India recorded a
negative GDP growth rate. In the last decade, the GDP
growth rates of all these economies rose. The only
exception was the Asian financial crisis in 2007-08
during which GDP growth rates of in all economies
dipped.
However, it is evident that all of these economies have
grown substantially over time and have acquired a
significant role in the world as producers of goods and
services. Also, in the recent decades, BRICS economies
have experienced increasing degrees of financial
liberalization thus, gaining more prominence in the
global economy.

Why BRICS Countries?
Among the emerging and developing world, five
economies – Brazil, China, India, Russia and South
Africa – are selected for the purpose of study. Together
they are commonly known as BRICS.
The term BRIC was created by the economist Jim O’
Neill, analyst of the Goldman Sachs group in the report
entitled “Building Better Global Economic BRICs” in
2001. Initially, only four economies were included

VIEWPOINT

Source: World Development Indicators, The World Bank

Interestingly, just when these economies were
experiencing high GDP growth rates, they also
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witnessed increasing international capital flows. Figure
3 presents the capital flows (as ratio of GDP) for BRICS
economies from 1970-2011. To begin with, in 1970s,
capital was flowing only to India, Brazil and South
Africa among BRICS. Capital inflows to China began
only after 1980s while for Russia foreign capital came in
as late as 1990s. However, in the last decade i.e.
throughout the 2000s, there were massive capital
inflows to BRICS economies. In the initial year itself i.e.
2000, quite high levels of capital flows were observed.
After that in 2001-2006 period, capital flows dipped
marginally before Asian financial crisis hit in 2007-08.
During crisis, the capital inflows did decline in
magnitude but again started rising after 2009.
Among the BRICs economies China alone received 90
percent of the aggregate net capital inflows to all
developing economies in 2010. The combined share of
BRIC (except South Africa) was a massive 58 percent of
the total capital inflows in 2010. These economies
together accounted for almost 40 percent of the external
debt stock owned by developing nations collectively in
2010. Although in recent decades the composition of
capital inflows has changed between debt and equity
flows but in the context of this study only total
international capital flows are relevant.
It is clear from the preceding discussion that like other
emerging and developing economies, for BRICS too the
episodes of increases in international capital inflows
coincide with episodes of increases in GDP/economic
growth. These five economies are fast growing, have
increasing trade volumes, large markets, attract huge
volumes of global capital flows, hence making a
worthwhile case study of the question – whether higher
global capital inflows lead to higher GDP growth rates.
Also, the BRICS economies have differences in their
paces and degrees of financial openness1 making it an

Source: World Development Indicators, The World Bank

interesting set of countries to scrutinize. Therefore, this
paper empirically explores the question for BRICS
economies.
Literature Review
It is often advocated that free movement of capital across
borders is beneficial. There are enormous efficiency
gains possible if capital is reallocated from developed
economies to the developing world. This reallocation
would mobilize global savings / capital to the developing
world which is capital-scarce and exhibits high marginal
returns for capital. Summer (2000) There are a host of
studies in support of the claim that international capital
flows are beneficial. Prasad et al. (2003) highlight the
benefits through ‘direct’ channels. Direct channels
include augmentation of domestic savings, development
of domestic financial sector2 and availability of new
financial technologies that accompany the entry of
foreign participants in domestic system enabling up
gradation of entire financial system.
In another study Kose et al. (2006) discuss the ‘indirect’
or ‘collateral benefits’ like technological spillover,
promotion of specialization and commitment to better
policies. Such benefits can occur through FDI which is
likely to generate generic knowledge transfers which
can be deployed in the production processes across
sectors. Also, technological progress may take place
through the process of ‘capital-deepening’ in the form of
introduction of new variety of capital goods. Promotion
of specialization can be attained by diversifying
production risks. As a result of these benefits, capital
flows are also expected to enhance economic growth.
For instance, Cardarelli (2009) identify 109 episodes of
large net capital inflows to 52 countries over 1987-2007
and find that such capital inflows have led to accelerated
GDP growth.
On the other hand, there is no dearth of studies which
strongly refute the above argument. Grilli and MilesiFerretti (1995) and Rodrik (1998) for instance, claim
that capital inflows are not associated with higher
economic growth. Two prominent reasons are usually
forwarded for finding no evidence of a positive impact of
capital inflows on growth. First, high volatility of capital
inflows may dilute or completely erode their beneficial
impact. Global Development Finance (World Bank) data
suggests that the association between capital inflows and
economic growth has become stronger over the decades.

1

For details see Aizenman et al. (2013)

2

For details see Levine (1996); Caprio and Honohon (1999); Stulz (1999a) (1999b); Henry (2000), Bekaert et al. (2004).
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The correlation between capital inflows and growth was
– 0.09 in 1970s, 0.13 in 1980s and 0.28 in 1990s. Thus,
sudden stop/reversal of these flows is likely to have a
strong negative impact on GDP growth.
Second, capital inflows may not be associated with more
rapid growth where absorptive capacity is poor. Lucas
(1990) notes that there are economies – although
developing; which do not exhibit a high marginal
productivity of capital. Sometimes lack of supporting
infrastructure, skills and policies lower the productive
potential of the recipient economy and limit the
favorable effects of capital inflows.
It is evident that the literature survey provides enough
evidence in favour and against the international capital
flows to be beneficial for GDP growth in the host
economy. Hence, it is a gainful exercise to examine the
kind of impact (positive or negative) capital inflows
might have on growth of an economy.
Variables, Data and Methodology
This section discusses the selected variables, their
relevance, sources of data used and the choice of
estimation technique.
Variables and Data Sources
According to the research issue in this study, the basic
equation (Equation 1) is formulated as follows –

Where: t represents year and ?_(t ) represents the error
term. Rest of the variables are explained below in detail.
The dependent variable for this study is economic
growth. It is measured using GDP growth rate (gdp). The
data for GDP growth rate is obtained from World
Development Indicators (WDI) 2013. The objective of
study is to assess the effect of capital inflows – in totality
– on economic growth. Hence, four capital inflows
namely, FDI liabilities, portfolio equity liabilities, debt
liabilities and derivatives liabilities are used in this
study. They are collectively termed as – capinflow. The
data for these different capital inflows is obtained from
Lane and Milesi-Ferretti (2007).
Apart from financial openness/capital inflows, an
economy’s growth would also depend on various other
factors which need to be controlled for. First control is –
the level of trade openness. In order to capture the trade
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openness, a simple indicator – trade as percentage of
GDP (trd) is used. An increase in trade volume is likely to
have a positive impact on economic growth; hence a
positive sign is expected. The choice of other control
variables used is largely drawn from Barro (1996). The
data for the selected control variables is obtained from
WDI, 2013.
To control for level of human capital, school enrolment
rate (sch) is used. Depending on the availability of data,
school enrolment is used at any one of the two levels –
either primary or secondary. A higher level of human
capital is expected to increase the economic growth.
Hence, school enrolment (for both levels) is expected to
have a positive sign. The next control variable is –
fertility rate (fert). This impacts economic growth
because if population is growing then a large portion of
economy’s investment is used to provide capital for new
workers rather than use it to raise capital per worker.
Also, a high fertility rate implies resources devoted to
child rearing rather than production. Hence, fertility rate
is expected to have a negative sign with respect to
growth i.e. higher the fertility, lower the growth.
In order to control for size of the government the
following indicator is used – general government final
consumption as percentage of GDP (govt). This is a good
indicator as it not only reflects the size of the government
but also specifies the outlays/expenditure by state which
does not enhance productivity. Hence, a large state
reflected in large government consumption is expected
to have a negative sign.
The macroeconomic environment of an economy is
captured by the inflation rate (infl). Higher inflation
would usually imply lower rates of return for capital,
further implying lower investments and consequently
lower growth. So, a negative relationship is expected
between rates of inflation and rates of economic growth.
Another crucial control variable in explaining economic
growth is infrastructure or after accounting for
population – per capita infrastructure availability.
However, it is difficult to find a suitable indicator for
this. As an approximate proxy to control for
infrastructure – electric power consumption kWh per
capita (elec) is used. It is expected to have a positive sign
as greater per capita availability of infrastructure would
imply higher growth.
Estimation Technique
Equation 1 is estimated differently for each BRICS
country. Russia however, is dropped due to non-
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availability of data. The most basic technique for
estimation is Ordinary Least Squares (OLS). However,
for OLS to give best, linear, unbiased and efficient
estimates all assumptions of Classical Linear Regression
Model (CLRM) needs to be satisfied. In case, one or all
of the assumptions are not fulfilled the OLS estimates
are no longer consistent, unbiased and efficient. The data
used in the paper had a few econometric problems like
auto correlation and heteroskedasticity and hence, OLS
technique would result in inconsistent, inefficient as
well as biased estimates. Therefore, in order to overcome
these econometric issues an appropriate technique is

employed in the study and estimation is conducted using
– Feasible Generalised Least Squares (FGLS) technique.
Empirical Results
The results of study are discussed in this section. As a
part of the preliminary exercise, descriptive statistics for
the variables used in the study and correlations among
them are done. The descriptive statistics are presented in
Table 1 while in Table 2; the correlations among the
variables are presented. The econometric estimation
results of equation 1 are presented in Table 3.

Finally in Table 3, estimation results are presented.
Column I, II, III and IV display results for Brazil, China,
India and South Africa respectively. For Brazil, capital
inflows do not significantly affect economic growth.
Trade openness is found to be positive and significant at
1%. A one unit increase in trade openness is expected to
increase the GDP growth by 0.73 units. However, all the
remaining explanatory variables are not found to be
significant in explaining GDP growth.

Table 3: Empirical Results
Dependent Variable: GDP Growth

Table 1: Descriptive Statistics of the Variables Used in the Study
No. Of
Observations
200
176
189
171
121
215
201

GDP Growth (annual %)
Total Capital Inflows / GDP
Trade / GDP
School Enrolment, Primary (% gross)
School Enrolment, Secondary (% gross)
Fertility Rate
General Government Consumption
Expenditure (% GDP)
Inflation, GDP Deflator (annual %)
200
Electric Power Consumption (kWh per capita) 186

Mean
4.86
0.44
36.68
107.77
59.87
2.98
15.09

Standard
Deviation
4.87
0.21
18.97
15.68
24.15
1.22
3.78

Min.
Value
-14.53
0.03
7.52
78.09
23.85
1.17
8.28

Max.
Value
19.4
1.12
110.57
147.51
101.89
5.59
22.23

81.93
2158.00

329.54
1988.06

-9.78
97.78

2735.48
6673.17

Total Capital Inflows / GDP (capinflow)
Trade / GDP (trd)
School Enrolment (% gross) (sch)
Total Fertility Rate
General Government Consumption
Expenditure (%GDP)
Inflation, GDP deflator (annual %)
Electric power consumption (kWh per capita)

Table 1 shows that fertility rate has maximum number of
observations – 215 while secondary school enrolment
has the minimum number of observations – 121. Rest of
the variables have observations between 150 and 200.
The mean of observations for total capital flows is 0.44,
ranging from 0.03 to 1.12.
Next we have correlations among variables presented in

Table 2. Interestingly, the total capital flows have a
negative correlation with GDP growth rate. School
enrolment, inflation, government consumption
expenditure and electric power consumption have
correlation with dependent variable (GDP growth)
ranging from 0.30 to 0.52. Fertility rate shows extremely
low level of correlation with GDP (0.01).

Table 2: Correlations among Variables Used in the Study

gdp
capinflow
trd
sch, pri
sch, sec
fert
govt
infl
elec

gdp
1.00
-0.28
-0.18
0.30
-0.39
0.01
-0.42
-0.44
-0.52

capinflow

trd

sch, pri

sch, sec

fert

govt

infl

elec

1.00
0.74
0.20
0.844
-0.40
0.52
0.17
0.75

1.00
0.34
0.90
-0.77
0.69
0.19
0.78

1.00
0.30
-0.45
0.21
0.07
0.18

1.00
-0.67
0.76
0.22
0.91

1.00
-0.61
-0.18
-0.52

1.00
0.19
0.85

1.00
0.28

1.00

Constant
Observations
z-statistics in parentheses
*** p<0.01, ** p<0.05, * p<0.10

I
Brazil
-19.543
(-1.540)
0.732***
(1.808)
-0.283
(-1.018)
19.740
(1.180)
0.401
(0.515)
-0.000
(-0.070)
0.035
(1.062)
-77.542
(-0.950)
24

Column III presents results for India. As for Brazil and
China, in case of India too capital inflows do not
significantly affect economic growth. Trade openness
again is not found to be significant. School enrolment
which is used to control for the level of human capital is
found to be significant at 1%. A one unit increase in
school enrolment is expected to increase GDP growth by
0.38 units. The macroeconomic environment is
important for economic growth in Indian context as
indicator capturing it – inflation – is found to be
significant at 1%. A one unit increase in inflation is likely
to decrease GDP growth by 0.23 units. However, all the
remaining explanatory variables are not found to be
significant in explaining GDP growth.
Results for South Africa are presented in column IV.

7
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Estimation results for China are presented in column II.
For China also, capital inflows do not significantly affect
economic growth. Not only financial integration but
surprisingly, trade openness too is not found to be
significant. Similarly, all the remaining explanatory
variables are not found to be significant in explaining
GDP growth. Hence, on the basis of this analysis it seems
likely that the recent phases of economic growth in
China are not led by – financial or trade openness.
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II
China
8.965
(0.555)
0.031
(0.252)
-0.434
(-0.887)
-4.261
(-0.538)
-1.185
(-1.272)
0.074
(0.692)
0.004
(0.632)
49.879
(1.102)
27

III
India
-10.862
(-1.068)
-0.033
(-0.172)
0.388***
(1.989)
-0.436
(-0.198)
-0.484
(-0.712)
-0.237***
(-2.302)
-0.007
(-0.358)
-15.639
(-0.631)
36

IV
South Africa
-2.602
(-1.094)
0.110***
(2.088)
no data
-1.530
(-1.610)
-0.950***
(-3.328)
-0.102
(-1.156)
0.001
(0.558)
19.644***
(2.086)
41

Along with the rest of the economies, for South Africa
also capital inflows do not significantly affect economic
growth. However, trade openness is found to be
significant at 1% and a one unit increase in trade
openness is expected to increase GDP growth by 0.11
units. For South Africa, school enrolment variable is
dropped due to non-availability of data. The size of the
government seems to be vital for economic growth in
South Africa. General government consumption
expenditure – the indicator for it – is found to be
significant at 1%. A one unit increase in government
consumption expenditure is expected to decrease GDP
growth by 0.95 units. However, all the remaining
explanatory variables are not found to be significant in
explaining GDP growth.
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Overall, empirical results show that capital flows to
developing economies – specifically BRICS – do not
seem to contribute to the high levels of economic growth
displayed by them. However, trade openness, school
enrolment, general government consumption
expenditure as well as inflation is likely to influence the
GDP growth. The indicator used to capture level of
infrastructure in an economy does not turn out to be
significant for any economy.
Conclusion
BRICS economies have been emerging economies that
have developed at a fast pace in the recent decades. Their
rates of economic growth have also been rising. Due to
their population size, market potential and share in the
world output, they are gaining prominence on global
horizon. So, this study made an attempt to analyse if
recent economic growth episodes can be attributed to the
capital inflows that have landed in BRICS economies for
the period 1970 to 2012. In order to explain economic
growth other control variables like – trade openness,
school enrolment, fertility rate, inflation, size of
government and level of infrastructure were also used.
On the basis of empirical analysis, it can be said that
capital inflows do not seem to be responsible for or
contributors to the observed high economic growth in
BRICS economies in the specified period.
The results show that openness to trade is very
significant for Brazil and South Africa but not so much in
case of India and China. In this study, level of human
capital, as measured by the school enrolment, is relevant
only for India among the BRICS countries. Total fertility
rate and infrastructure as measured by electric power
consumption, are not found to be significant across all
economies. The size of government (measured as
general government consumption expenditure) is
significant factor for economic growth only in case of
South Africa. Similarly, inflation is found to be
significant only for India.
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Marketing Practices of Natural Textiles in Uttarakhand

awareness.
•

Dependent:

Dr. Alka Goel
Merchandising and marketing have been recognized as being central to the growth and development of the handloom
sector in India. Domestic marketing is important for providing linkages between the producer and the consumer. Thus
with a view to develop and promote the marketing channels in domestic as well as export market an extension survey of
Uttarakhand was carried out. Survey was done to collect detailed information about respondents and marketing practices
of their textiles products. The result of present investigation shows that rural market of Uttarakhand demand specific and
special treatment. There is a dire need to improve the levels of awareness amongst handloom weavers and the general
public about various schemes of government, to improve the sale of their products i.e. Marketing Promotion Programme
etc. This will assist the Uttarakhand Textile Traders/People in the sale of natural handloom products by organizing
exhibitions at national, regional, state and district level.

Production of textiles articles,
extent of problems faced by
producers.

The data or information regarding the above variables
was collected through observation–cum-questionnaire
method by the investigator. Thus the data was first hand
and factual.
The investigator explained purpose of collecting data to
the respondents and the questions from the
questionnaires were also explained to the respondents

for their convenience. Photographs were also taken to
collect the detailed information of processing and
designs.
Result and Discussion
It is clear from Table-1, that 8.18% respondents sell their
products in local market, 13.2% respondents sell
products in the local as well as regional market. 15%,
respondents sell their products in the local, regional and
national market. 8.64% respondents sold products in
different places through government agencies, viz.
Khadi Gramodyog and KVIC.

Selling place
Key Words: Marketing, Textiles, Handloom, Weavers
Introduction
Uttaranchal the 27th state of India, is located in the foot
hills of the Himalayas. Rearing of wool bearing animals
& sericulture play a significant role in it’s economy. The
state today with 13 districts can be grouped into three
distinct geographical regions: The high mountain
region, mid mountain region and Tarai region (New
state, 2006).Sheep, goat rearing and sericulture provide
the people of Uttaranchal as their occupation and source
of income generation, as there is no cash crop raising.
The cold climate of High hill region and moderate
climate of mid & Tarai region of Uttaranchal are ideal for
wool & silk production and processing as these are
natural textile material. At the high mountain region
furnishing and durries were demanded more by local
people because it is a cold region and people prefer the
products which provide good warmth. At the mid
mountain region respondents were preferring
sophisticated articles with finished looks which provides
required warmth as well as beauty. At the lower Tarai
region dress fabrics, furnishing, durries and apparel are
in great demand because at this region consumer buy
products according to different seasons of the year as
weather is not consistent throughout the year.
Marketing is one of the most ancient practice adopted by
humankind since time of civilization. The practice
started with exchange of surplus goods produced by one
group of individuals or individual, with another one,
based on their needs. The process of marketing starts
much before the production and sale of goods and
continues even after the sale is over.

significant role in realizing economic opportunities for
the poor. Access to markets has enabled mountain
communities to produce according to the comparative
advantage of their regions. Limited accessibility and
lack of infrastructure to overcome the barriers of terrain
and altitude are significant constraints for generating
opportunities in mountain areas. Community based
small scale enterprises have demonstrated the potential
to create economic opportunities mobilizing human and
natural resources.
In the present study emphasis has been laid on to find out
the marketing practices regarding textile products in
Uttarakhand.
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Percentage
8.18
13.2
0.9
0.5
15
3.2
33.18
0.5
8.64
17.27
100

Materials and Methods
A sample size of 220 was selected randomly in
Uttarakhand state to conduct the survey regarding
marketing practices. An exploratory research design was
formulated to achieve the objective. Exploratory design
was chosen to find out the prevailing textile practices,
related problems of respondents as well as textile
designing status in Bhatia community (Uttarakhand).
Techniques used in the study for collection of data were
interview schedule and observation and interpersonal
discussion with the respondents.
Variables under study were categorized into two groups
viz. independant variables and dependent variables.
•

Independent: Personal Variables- education, age
Family Variables- socio- economic,
family type, family Size
Situational variables-experience,

It is opined by Banskota (2005) that market plays a

11

Local Market
Regional Market
National Market
Export Market
Local Market + Regional Market
Local Market + Regional Market + Exhibition
Regional Market + National Market
National Market + Export
Local Market + Regional Market + National Market
Local Market + Regional Market + National Market + Export + Fair
Local Market + Fair + At Home
Only exhibition
Through Govt.
None of the above
Total

Frequency
(no. of respondents)
18
29
2
1
33
7
73
1
19
38
220
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At high altitudes where most of the respondents 33.18%
were Bhotia people they sell their products in local
market, at home itself and fairs because they specifically
cater the needs of local market there. High hill people do
not go far off places to sell their material as they process
everything manually therefore, there production of
articles is limited, so they can not fulfill massive demand

of other regions. Moreover, they give first preference to
warmth, so they like thick & heavy products, which are
not much in demand in plain areas. Some of them also
explained that they do not want to spend on
transportation. Bhotia women from high hill region
reported that processing and sale of wool fibre has
decreased tremendously than previous years.

Table 2: Mode of Selling
Mode of selling
Retail shop
Whole sale
Through middleman
Through organization
Exhibition
Salesman
Through Middleman + Through Organization + Exhibition

VIEWPOINT

Frequency
(no.of respondents)
8
7
11
16
3
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Percentage
3.64
3.2
5
7.3
1.4
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Retail Shop + Through Middleman
Retail Shop + Through Organization
Retail Shop + Through Middleman + Through Organization + Fair
Retail Shop + Whole Sale + Through middleman
Retail Shop + Wholesale + Through Middle man + Through Organization
Through Organization + Fair
Retail + Through Organization + Fair
Retail + Through Middle man+ Fair
Retail Shop + Direct sale
Through Govt.
Quilt making
Total
It is clear from table-2, that the highest no. of
respondents (15%) sell there products through retail
shop as well as directly through their work places
followed by 19.09% respondents who sell their products
through retail shop and organization. Most of the
respondents who sell their product through retail shop
and organization were associated with private
organization and Khadi Board. 21.4% respondents sell
products through a combination of channels i.e. retail
shop, middleman, organization and fair.
All Bhotia families’ weave carpet, asan, dun etc at their
home and were much interested to sell directly those
items in the market. All members of their family were
involved in this job. The profit earned through sale of

3
42
47
3
1
2
5
1
33
1
38
220

1.4
19.09
21.4
1.4
0.5
0.90
2.3
0.5
15
0.5
17.3
100

items is used for further purchasing of raw material and
product preparation. Markets in which they sell their
products are commonly known as “Bhotia Markets”.
In Kausani, Bhotia families were preparing various
products at home and were supplying it to middlemen
who provided them fair prices. It was learned that the
middlemen add their own profit to these products.
At Mid mountain region respondents used to sell their
products through exhibitions and they had their own
permanent shops. In Tarai region 17.27% respondents
were engaged in quilt making. They worked under
contractor, who acted as middleman between the
respondents and owners.

Table 3: Application of Quality Control Measures
Quality control measures
Yes
No
Total

Frequency (no. of respondents)
49
171
220

It is clear from survey report table no.3, that 22.27 %
respondents used quality control measures because
today many consumers are aware about standards. It was
observed that 77.8 % respondents did not use any quality
control measure.
It was explained by some of the originations, that they
measure the quality of their products i.e. “Handloom
Audyogic Utpadan Sahkari Samiti” used quality mark
‘Q’ required for Govt. supply only. “Nehru Kargha
Audyogic Utpadan Sahkari Samiti used pick glass to
check thread count. “Kurmanchal Hathkargha sahkari
Samiti” Haldwani, used to carry out burning test for
wool to check the purity of woollen products.
Organizations where no proper testing laboratories were
available they use to send their product samples to the

13
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Percentage
22.27
77.8
100

registered testing organizations i.e. SITRA, BTRA,
NITRA, SASMIRA (Southern India Textiles Research
Association), Coimbatore; Bombay Textiles Research
Association, Mumbai; Northern Indian Textiles
Research Association, Ghaziabad; The Synthetic and Art
Silk Mills Research Association, Mumbai) etc. for
example- “HIFEED” (Ranichauri, Garhwal) send their
samples to “BTRA” for testing.
Labeling of Textile Articles
Respondents were of the view that the consumers
become satisfied by purchasing quality product. They
are ready to pay higher amounts if product has quality
mark, such as for pure wool “wool mark” label is
attached.
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In case of ‘Prakritik silk’ supported by “Uttaranchal
Cooperative Resham Federation”, Premnagar,
Dehradun (Uttaranchal) they provided fabric details i.e.
Label the products
Yes
No
Total

society name, product name, type of fibre used for
warp/weft, width, product code number, price etc. Their
products were prepared with natural fibres only.

Table 4: Labeling of Products
Frequency (no.of respondents)
112
108
220

Percentage
50.9
49.1
100

It is clear form table-4, that 50.9 % respondents attach
label on their products and 49.1 % respondents did not
label their products.

regulations and that any claims or representations
concerning the products quality performance, origin etc.
are factual. Dealers were encouraged to develop a
“quality control” system that would help them to ensure
Retailers, manufactures, importers and distributors of
the
fibre content and other information on their product
consumer textile articles are responsible for ensuring
labels or if advertisement is correct. For example- “
that the articles are labeled in the manner required by the
Kumaun Woollens”.
Table 5 (a): Information Given through Label
Information
Frequency (no. of respondents)
Percentage
Material content
1
0.45
Ecofriendly
Pure wool mark
1
0.45
Care instruction
1
0.45
Organization name
109
49.55
Total
112
100
It is clear from table-5 (a), that 0.45% respondents
mentioned material content in the label. There was only
0.45% respondents attached pure wool mark on their
products and also 0.45% respondents mentioned care
instructions on their labels. However 49.55 %
respondents attach label on the products with

organization/firm’s name with full address. Most of the
respondents who had given firm/organization name
were private organizations. However, SHGs and Khadi
Gromodyog Samiti had also mentioned their full address
on labels.

Table 6: Quality Improvement through Market Research
Responses
Yes
No
Total

Frequency (no. of respondents)
88
132
220

It was observed during survey that 40% of the total
respondents use to carry out market research and
introduced day-to-day new techniques and designs in
their products. These respondents improved the quality
of their products and added new varieties. They
produced ladies suit lengths with latest embroidery, and
woven patterns. According to customer demand they

Percentage
40
60
100

incorporate changes in their products.
60% respondents did not carry out market research, they
produce their products as on the prevailing practices.
These respondents do not produce varities. The main
products prepared by them were shawl, loi, pakhi,
sweaters, khes, namda, carpet, dun etc. Respondents said
that all products were in demand, table- 5.

Table 7: Consideration of Fashion While Designing
Responses
Yes
No
Total

Frequency (no. of respondents)
103
117
220
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Percentage
46.82
53.18
100
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It is clear from table-7, that, 46.82% respondents
consider fashion change while designing. These
respondents change the products according to the
demand of customer. Respondents prepare product
according to need of particular area where they sell their
products. In the Gochar mela (Rudraprayag, Garhwal)
people did not prefer costly, sophisticated or delicate
products, they wanted to procure pure wool shawls but
within the range of Rs.450/- to Rs. 500/- only.
It was expressed by the respondents that woollen wall
hangings were always in demand at high and mid regions
of Uttaranchal. But in the Dehradun Haridwar and U. S.
Nagar delicate and fine quality products were preferred
by customer. Therefore, the same manufacturers
produce different products for different places.
53.18% respondents were not considering fashion

change while designing because they had limited
numbers of looms and weavers for preparing the articles.
They had no proper knowledge about recent
advancement of designs. These weavers were trained in
preparing shawl, loi, pankhi, dun, asan, tweed (pattu),
suit length, muffler, namda etc. since a long back. They
do not wish to acquire new fashion and were not desired
to prepare new products.
The entry of designer’s textile and designer’s labels into
the urban markets has greatly influenced the demand at
the mid & Tarai region of Uttaranchal. The gradual
diversification of products range from traditional to
modern viz. saris, upholstery and drapery, cushion
covers, duppattas, stole and other such products using
best quality raw material, vegetables dyes, better
finishing process to cater value added niche market can
lead to resultant benefits at various levels.

Table 8: Profit /Piece of the Product
Profit ranges
5-10%
10-15%
15-20%
20-25%
25>
No profit no loss
No answer
Total

Frequency (no. of respondents)
80
46
19
6
2
23
44
220

Percentage
36.36
20.09
8.6
2.72
0.9
10.45
20
100

It was observed from table-8 that highest no. of
respondents (36.36%) were getting a very low profit
margin of 5 to 10 % only. A good no. of respondents
(20.09%) were earning profit between 10 to 15%.
However, above 25% profit was taken by 0.9%
respondents only.

provide facilities at work place and also provide
facilities to it’s employees (medical leave,
reimbursement etc). The profit earned through sale of
textiles goods goes to government’s account. It is not
given to the employees, as they already get salary for
their work from the Government.

Respondents said that they don’t get much profit when
the products were sold in the local market. In the
exhibition/fairs they fatch good profit because in
exhibition and fairs along with local people foreigners
and tourists also visit the stalls. These customers like to
buy the traditional products and pay good prices.

In the NGO’s and SHG’s total expenditure was deducted
from total earned money. Then the earned profit was
spent on procurement of raw material and to fulfill other
needs.

It was found out through survey that small pieces sold
easily in the local and regional market and fetch better
price as compared to large and costly items.
Distribution of profit and loss
It was observed during survey that KVIC and other
Government bodies employ some persons (respondents)
in their organization. Government spend money for the
procurement of raw material, their processing charges, to

15
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Self help group (SHG’s) members distributed profit
equally to all group members and sometimes distributed
on the piece rate basis. SHG members used this money
for procurement of raw material.

export their products to other countries. These
respondents export apparel, dress fabrics, durries and
furnishing etc.
Very few respondents were able to export their products
because they were not producing the quality products,
intricate designs which foreign customer demanded. The
foreigners preferred articles dyed with natural dye and
hand spun yarn (eco-friendly way).
Products i.e. carpets, dun, asan etc. are much demanded
in foreign countries but different motifs like horse, lion
and cubs, zebra, birds and floral were preferred by
foreigners.
97% respondents were not exporting their products
because they were unaware of the proper channel of
export of articles. Secondly the quality of products was
not up to the exist standard level. The third reason was
that respondents were unable to produce articles in bulk

Products
Apparel
Furnishing & Durries
Dress fabrics
Wall hanging
No answer
Total

All the respondents face competition in the marketing of
products as observed through survey report, because in
the hills all respondents were engaged in manufacturing
of same kind of articles and sell their products in the
same market. Very few of them go other places for
selling of their products, and at those places other people
also come to sell their products, so there is stiff
competition.
In the local market all the respondents had products of
same quality and more on less with same designs.

Frequency (no. of respondents)
72
90
13
7
38
220

It is evident from table-9, that 40.9% respondents
reported about the great demand of the furnishing items
and durries in the market. 32.72% respondent opined
that demand for apparel was high in the market. Dress
and wall hangings have very good demand was
expressed by 5.9% and 3.3% of the respondents
respectively.
At the high mountain region furnishing and durries were
demanded more by local people because it is a cold
region and people prefer the products which provide
good warmth. At the mid mountain region respondents
were preferring sophisticated articles with finished
looks which provides required warmth as well as beauty.

Export of products
It is found out during survey that only 2-3% respondents

At the lower Tarai region dress fabrics, furnishing,
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Competition faced in the marketing of products

Table 9: Market Demand of Given Products

Wall hangings were demanded in the market at the
Gochar (Rudraprayag). The most common designs used
were pictures of Badrinath, Kedarnath, Gangotri,
Yamunotri etc. which were woven wall hangings where
warp yarns of cotton and weft yarn of wool or silk were
used. The wall hangings prepared by silk were more
costly than woollen wall hangings.

When the quality of raw material was sufficient or more
than requirement than profit was deposited in bank, in
the account of SHG’s and that they use to withdraw at the
time of need of group members.

as per order for export purpose. Another reason is that in
Uttaranchal, respondents spun thick yarn on the hand
spinning charkhas or spindles but in other regions i.e.
Kashmir and Himanchal Pradesh fine yarns are
produced by spinner, which helps in production of fine
quality fabrics.

VIEWPOINT

Percentage
32.72
40.9
5.9
3.3
17.27
100

durries and apparel are in great demand because at this
region consumer buy products according to different
seasons of the year as weather is not consistent
throughout the year.
It is clear from table-10 & 10 (a), that, 60.91%
respondents were using sales promotion techniques and
39.09% respondents were not using any method for sale
promotion.
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Table 10: Sale Promotion Method Used
Responses
Yes
No
Total

Frequency (no. of respondents)
134
86
220

or free of cost.
Percentage
60.91
39.09
100

The respondents used to place the stored woollen
products under sunrays, from time to time by changing
the position of articles. This practice prevents the growth
of micro organisms in the woollen articles, it is a
common practice amongst most of the respondents.

Percentage
5.9
4.09
5.90
5
4
2.72
1.8
0.9
30.45
39.09
100

It was found that 18.6% respondents were not using any
material for protection of wool from moth etc. because in
the cold region wool was not harmed by micro
organisms as micro organisms grow in the warm and

Table 10 (a) Sales Promotion Techniques
Sale Promotion Techniques
Newspaper
Magazine
Pamphlet
Leaf let
T.V.
Radio
Printed polythene bags
Stickers
Any other
Do not use any technique
Total

Frequency (no. of respondents)
13
9
13
11
9
6
1
2
67
86
220

The methods of sale promotion techniques are
newspaper, magazine, pamphlet, leaflet, T.V. radio,
fashion show and exhibition etc.
Highest number of the respondents 30.45% used to go
different places in the fairs and exhibitions. At mid
mountain region and lower Tarai region respondent took
interest in publicity and they used various sales
promotion techniques, because they sell their products in
the local market as well as in the other places.

A Sale promotion technique is used to inform the
consumer “what is recently available in the market”. The
consumer knows the exact place and the cost of products,
which will be available at that place.

39.09% respondents were not using any media for
publicity because they belonged to remote areas of
Uttaranchal and were satisfied with their sale. At high
mountain region respondents keep themselves restricted
to local market only and expressed that they do not feel
any need for publicity of their product.

Table 11: Material used to Preserve/Protect Wool, Silk and Cotton
Material used to protect wool
(Neemleaves & leaves of walnut )
Neem leaves , gadrani & sefranine,
Naphthalene balls
Neemleaves, timmur ke dane &
lemon leaves
Do not use any material
Total

Frequency (no. of respondents)
11
5
126
37

Percentage
5
2.2
57.27
16.8

41
220

18.6
100

It is clear from table-11, that, highest numbers of the
respondents 57.27% were using naphthalene balls,
16.8% respondents used neem leaves, seeds of timmur,
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lemon leaves to protect woollen products from damage
due to insects and larvae etc. These were locally
available materials and were available at a very little cost
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humid climate, thus the adverse conditions inhibit the
growth of micro organisms. It was also observed that
storage of products was not required by some respondent
as just after getting manufactured, there products were
sold. They were not producing items in bulk so there was
no need to store them.
In the Tarai region respondents used chemicals to
prevent the growth of micro organisms because during
summer and rainy season, climate of Tarai is hot and
humid which is contigenial for the growth of micro
organisms.

Table 12: Packaging used & Storage Facilities
Packaging Material
Iron sheet box
Wooden boxes
Polythene bags
Jute bag
Wooden and metal boxes
News paper & Carry Bags
Store room
Total

Frequency (no. of respondents)
65
9
99
7
4
34
2
220

It is clear from table-12, that in the upper hills,
respondents 29.54% stored their products in the iron
sheet boxes but the highest number of respondents i.e.
45% respondents used polythene bags for packaging of
materials, these respondents were from mid region and
Tarai region of Uttaranchal.
There was little awareness about the harmful effect of
polythene to the environment, therefore a few number of
respondents i.e. 15.45% used paper envelops in order to
protect the natural environment.
In the upper mountain region, hill women continuously
produce textile articles and stored them in the boxes,
because the products were big in size and were heavy
also, therefore these articles are not stored in the
polythene or envelops. All articles collectively kept in
the big metal boxes and their position is changed from
time to time.
In the lower mountain region wooden and metal boxes
were used for storage of articles. Respondents packed
the textile articles in the gunny bags and send from one
place to another place.
It was observed that very little storage facilities were
available with most of the respondents i.e. boxes etc. out
of 220 respondents only two respondents has store room
facility. This shows that bulk production of articles were
not produced in bulk quantities in Uttaranchal.
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Percentage
29.54
4
45
3.1
1.8
15.45
0.9
100

The respondents from Rajkiya Design Centre
(Kashipur) and Kumaun woollens, Haldwani stored
their finished textile articles in the store room.
Conclusion
It can be concluded from the above study that textile is a
widely acceptable and adopted trade in all the
geographical regions of Uttaranchal. It is very much
demand specific at high hill region, results in production
of traditional articles using ancient techniques, with
medium coarse wool, without adding any new feature of
designing. Here wool and woollen is a part of life.
Rural markets of Uttaranchal are demand specific and
so, require special treatment. The products are being
produced keeping in view the requirement of market.
The more pronounced problems of Uttaranchal market
are poor financial condition of the producers, this
reduces their bargaining capacity and another problem is
lack of the storage facilities and capacity, lack of
transportation facilities, lack of market information and
technological backwardness in production.
Marketing of the textile products is a major problem in
Uttarakhand. New designs for textiles and apparels are
very much needed. Better methods of fibre processing,
new unique and aesthetically interesting designing and
dyeing, adoption of favorable marketing strategies
would help to develop textile industry in Uttarakhand.
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Organizational Culture and its Relationship with Transformational
Leadership and Employee Engagement
Shreya Jain

Organizational culture has long been a topic of interest in organizational sciences and can be regarded as the personality
of the organization. Organizational culture comprised of the assumptions, values norms and tangible signs (artifacts) of
organizational members and their behavior. This is one of the most influential factors in an organization. With all
encompassing ability of the organizational culture, the present study was conducted to find out the relationship of
organizational culture with transformational leadership and employee engagement. Three questionnaires (OCTAPACE,
MLQ-6S, and Q12) were conducted on a sample of 50 managers from private and public organizations. All three
questionnaires are well established with high psychometric properties from previous researches. The data thus collected
was analyzed using descriptive an inferential statistics. Results show a statistically significant relationship of
organizational culture with transformational leadership and employee engagement.
Key Words: Organizational Culture, Transformational Leadership, Employee Engagement, Organization, Public &
Private Sector
Introduction
Each Organizational culture, Transformational
Leadership and Employee Engagement have long been
important topics in organization science. The concept of
organizational culture has been evolving since the 1970s
(Schein, 1990). Specifically, this topic has received
considerable research attention with the emergence of
influential writings by Denison (1990), Hofstede et al.
(1990), Katz and Kahn (1978), Pettigrew (1979), Schein
(1990), and Schneider (1987, 1990). The major interests
of organizational culture researchers have been
addressed towards the relations between organizational
culture and both organizational and individual
behaviors.
Schein (1998) argues that leadership today is essentially
the creation, the management, and at times the
destruction and reconstruction of culture. In fact, Schein
says, “The only thing of importance that leaders do is
create and manage culture” and “the unique talent of
leaders is their ability to understand and work within
culture”. Leaders must be able to assess how well the
culture is performing and when and how it needs to be
changed. Assessing and improving organizational
culture as well as determining when major cultural
transformations are necessary is critical to long-term
organizational success. Managing differentiated
cultures and creating synergies across these cultures is
also a critical leadership challenge.

Dr. Alka Goel is a National Fellow & Professor, Deptt of Clothing & Textiles, College of Home Science, G. B. P. U.
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At the organizational level, culture is shaped by national
cultural characteristics; it is also based on business
drivers — what the organization seeks to achieve.
Finally, at the individual employee level, organizational
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culture influences what is perceived to matter and the
actions individuals take accordingly (Richard M. Able,
2007). Companies that build a culture of mutual respect
by keeping success stories alive will not only keep their
existing employees engaged but also they baptize the
new incoming employees with this contagious spirit of
work culture. (Solomon Markos, Sandhya Sridevi,
2009).
Review of Literature
Organizational Culture
CEO of Business Management Group, Asim Khan said
in his research article that “It is important for individual
values to match organizational culture because a culture
of “shared meaning or purpose” results in actions that
help the organization achieve a common or collective
goal. An organization will operate more productively as
a whole when key values are shared among the majority
of its members.”
An article published by Knowledge Solutions namely
“A primer on Organizational Culture” by Oliver Serrat
states “Culture guides the way individuals and groups in
an organization interact with one another and with
parties outside it. It is the premier competitive advantage
of high-performance organizations”.
In the research reports published by GMAC authored by
Rachel Edgington & Grady Bruce titled “Organizational
Culture: Preferences and Realities” it is found that
preferences change as employees have gone through an
organization’s socialization process and have gained
experience with the realities of the business
environment. They move towards a preference for
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Bureaucratic Culture (which emphasizes internal
regulations and formal structures). This may reduce their
Uncertainty Avoidance (the degree to which people
prefer structured situations in which the rules about how
they should behave are clear). This is exactly the purpose
of Organizational Socialization (the process by which
employees learn the values, abilities, expected
behaviors, and social knowledge that are essential for
integrating effectively into an organization). An research
work published in The Lahore Journal Of Economics on
“Organizational Culture Assessment of Small &
Medium-Sized Enterprises” by “Arshad Zaheer, Kashif
ur Rehman and Abrar Ahmad (2006)” indicated that
effective and high performing organizations were
supportive of and developed their employees (Clan) but
also demanded output and achievement from them
(Market), so effective organizations are able to behave in
flexible and sometimes contradictory ways. At the same
time, the study indicates clear caution for managers and
leaders that SMEs with strong market culture will find
extreme difficulties in circumstances where survival
depends on flexibility, innovation, creativity and
entrepreneurship.
In the paper “The Impact Of Organizational Culture
Towards Knowledge Transfer Processes” by Fazian
binti Hashim States that “An organizational culture that
is interested in being the best and being innovative
appears to be one which would be likely to support open
relational channels, as a way to achieve its goals of
excellence and innovation.”
Transformational Leadership
Though transformational leadership being the favorite
topic of many researchers, it has been combined with
many variables to find its relationships with the subjects.
Like liliana pedraja-rejas, emilio rodríguez-ponce,
milagros delgado-almonte juan, rodríguez-ponce (2006)
in their study on “transformational and transactional
leadership: a study of their influence in small
companies” states that there is a dominance of the
transactional leadership style over transformational and
laissez faire styles.
According to ivana simić (1998), faculty of economics
in his research work “transformational leadership - the
key to successful management of transformational
organizational changes” says “successful management
of this content also includes, together with usual
(transactional) abilities of management, appropriate
transformational abilities (idealized influence,
inspirational motivation, intellectual stimulation,
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individualized consideration), and appropriate
transformational attributes (creativity, team orientation,
appreciation of others, teaching, responsibility,
recognition).”
In research work “the relationship among
transformational leadership, organizational outcomes,
and service quality in the five major ncaa conferences”
jin ho choi explains transformational leadership in
intercollegiate athletics seems to be an important
perspective to strengthen the organization’s functioning.
Bernard m. Bass and paul steidlmeier (1999) in article
“ethics, character, and authentic transformational
leadership” says that “the concepts of leadership we
endorse represent ideal types where transactional
leadership rests upon transformational foundations and
transformational leadership is enlivened and guided by
an inner ethical core.”
John hall, shannon johnson, allen wysocki, and karl
kepner suggest in their work on “transformational
leadership: the transformation of managers and
associates”, transformational leadership is a vital role
for effective managers because leader effectiveness
determines the success level of the organization.
Transformational leadership can be applied in one-onone or group situations. Using this approach, the
manager (leader) and the associates (followers) are
“transformed” to enhance job performance and help the
organization be more productive and successful.
Yaping gong, jia-chi huang, jiing-lih farh in their study
on employee learning orientation, transformational
leadership, and employee creativity: the mediating role
of employee creative self-efficacy published in academy
of management journal,2009, states that
transformational leadership is likely to enhance
individual creativity over time and within a field setting
that allows for genuine and repeated leader-subordinate
interactions.
Culture and Leadership
The GLOBE studies using established quantitative
research methods, GLOBE researchers studied how
17,000 managers from 62 different countries viewed
leadership. They analyzed the similarities and
differences between regional clusters of cultural groups
by grouping countries into 10 distinct clusters: Anglo,
Latin Europe, Nordic Europe, Germanic Europe,
Eastern Europe, Latin America, Middle East, SubSaharan Africa, Southern Asia, and Confucian Asia. In
addition, GLOBE researchers identified six global
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leadership behaviors that could be used to characterize
how different cultural groups view leadership:
charismatic/value-based, team-oriented, participative,
humane-oriented, autonomous, and self-protective
leadership. Based on these behaviors, researchers
created leadership profiles for each of the 10 cultural
clusters that delineate the relative importance and
desirability different cultures ascribe to different
attributes and characteristics of leadership. They have
found that cultures can be differentiated on the basis of
the leader behaviors and attributes that their members
endorse. They also found high within-culture agreement
with respect to leader attributes and behaviors that are
viewed as contributors or impediments to effective
leadership. These leader behaviors and attributes
constitute Culturally endorsed implicit Leadership
Theories (CLTs).
According to Aim-Monash University Leadership
Report presented by Sarros, Gray and Densten in 2001
on leadership and organizational culture, it is stated that
“All transformational factors including leadership
outcomes were highly correlated with all cultural
dimensions, with strongest correlations among
transformational leadership and performance
orientation, emphasis on rewards, and supportiveness.
Inspirational motivation (creating a vision for the future)
was most related to organizational culture.
Dr. Murtuza Ali Lakhani from University of Pheonix in
his paper “Effective Cross Cultural Leadership for
Attaining Organizational Learning, Performance and
Business Results” specifies that the study found that an
amalgamation of communication leadership, principled
leadership, reward equity, and confident leadership is an
effective approach for multicultural leaders of learning
organizations. Marcus W. Dicksona, Deanne N. Den
Hartogb, Jacqueline K. Mitchelsona In their Research on
leadership in a cross-cultural context: Making progress,
and raising new questions Has discussed issues to
remain important for the foreseeable future, and the
combination of technological advances, larger
multiculture samples, enhanced clarification of
dimensions of culture, and better understanding and
measurement of cognitive processes across cultures will
allow us to better understand the role societal culture
plays in the enactment and interpretation of the
leadership role. While studying Impact of Gender and
Transformational Leadership on Organizational
Culture, Shelly Kawatra and Venkat R. Krishnan (2004)
says transformational leadership enhances
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competitiveness, achievement-orientation, performance
expectations, results-orientation, innovation, and taking
advantage of opportunities.
Ethem Duygulu1 and Emir Özeren (2009) from
University, Faculty of Economics and Administrative
Sciences, Department of Business Administration, and
Ya_ar University, Faculty of Economics and
Administrative Sciences, Department of Business
Administration, said in their study namely “The effects
of leadership styles and organizational culture on firm’s
innovativeness “, “ The most significant finding of the
study is that adhocracy culture has been found as a
common variable for all firms within the sample in
explaining innovativeness. On the other side, based on
firm level analysis, it has been shown that for
construction and chemical firms market culture, for steel
and iron firm employee oriented leadership, for
pharmaceutical firm hierarchy and change centered
leadership and finally for aviation firm adhocracy
culture have been found to explain firm’s
innovativeness. Considering the departmental analysis,
for production department market, hierarchy and change
centered leadership, for marketing department
adhocracy culture are determined as common variables
in explaining innovativeness within the firm.
Schein (1998) has analyzed organizational cultures from
perspectives of culture strength and culture type. The
researcher concluded that the strength and type of
culture are critical to the organization's success and
survival. Executive leaders should put their energies on
developing a strong organizational culture that supports
the following activities; managing change, achieving
goals, coordinating team work, and customer orientation
in organization . Denison noted that successful
organizations, over time, are likely to possess a strong,
well-defined culture. It is suggested that the
organizational culture must support activities linked to
the mission of the organization. A study conducted on
“Effect of Transformational Leadership on Followers'
Affective and Normative Commitment: Culture as
Moderator” by Sudha Ramachandran& Venkat R.
Krishnan (1998) of Great Lakes Institute of
Management found that employees in an organization
are emotionally attached and they feel obliged to stay
when they perceive their superiors to be
transformational leaders. In addition, the way
employees in different cultures perceive commitment
and transformational leadership is different in different
cultures. Finally, the most significant finding of this
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study is that the relationship between follower's
organizational commitment (particularly normative
commitment) and transformational leadership is
stronger in collectivistic cultures than in individualistic
cultures.
Weese in 1995 conducted a study to investigate the
concepts of transformational leadership and
organizational culture with Big Ten and Mid-American
Conference university recreation programs. The
researcher concluded that high transformational leaders
possess strong organizational cultures and carry out
culture-building activities, especially the customer
orientation function, to a greater extent than other
leaders do. Leaders have offered tempered positions
relative to the impact that a leader can have on shaping
and preserving the culture of an organization. They have
suggested that the culture is the organization, not
something that the organization possesses, and
consequently, culture change is an arduous assignment.
Bryman in 1992 thinks in the area of leadership is
devoted to the leader's role in maintaining the
organizational culture or in changing it to implement a
change of direction dictated by a new vision. The
researcher suggested that the leader can alter or impact
the organizational culture.
According to Oakley & Kruy, transformational leaders
not only have the vision, but also have the ability to get
their employees to accept ownership for that vision as
their own, thus developing the commitment to carry it
through to completion. They actually don't need to have
the vision themselves; they need only to possess the
willingness and ability to draw the vision from their
employees and inspire and empower them to do what it
takes to bring the vision into reality. Dr. Li Yueh Chen,
Chungchou Institute of Technology, Taiwan in his paper
“Examining the Effect of Organization Culture and
Leadership Behaviors on Organizational Commitment,
Job Satisfaction, and Job Performance at Small and
Middle-sized Firms of Taiwan” says that Leaders affect
their subordinates both directly through their
interactions and also through the organization’s culture.
A case can be made that the combination of these
influences can create effective organizations with a
conscience or organizations where employees have
limited commitment and share fewer values leading to
reduced success.
M S A Mahalinga Shiva and Santanu Roy in 2008
conducted research on “Transformational Leadership,
Organizational Culture and Organizational
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Effectiveness” primarily on NGOs in Indian context had
presented conceptual model which states,
transformational leadership in NGOs working in
different regions in India is posited to have a direct
impact on the culture and effectiveness of these
organizations. In the paper “Transformational
Leadership, Organizational Culture and Organizational
Effectiveness in Sport Organizations” written by Jon
Yean-Sub Lim (2009) states “The goal of
transformational leadership is to "transform" people and
organizations in a literal sense to change them in mind
and heart; enlarge their vision; clarify purposes; make
behavior congruent with beliefs, principles, or values;
and bring about changes that are permanent, selfperpetuating, and momentum building. It requires
vision, initiative, patience, respect, persistence, courage,
and faith to be a transformational leader”.
Northern Leadership Academy had published a research
article on “How Does Leadership Make Difference to
Organizational Culture and Effectiveness? An overview
for the public sector”, they have observed that public
sector has been the subject of multiple attempts to define
the competence of these leaders, and to provide
programmes that equip leaders with these competencies.
The emphasis remains on the need to skill up the leader at
the top, rather than developing leadership capability
within the organization or system in order to lead
together collectively.
Employee Engagement
A great deal of research has been done on employee
engagement. These researches have been various
consultancy firms like Gallup, Hewitt Associates, and
Towers Perrin etc. in their researches. Each has their own
philosophy of finding engagement level of employees.
Gallup's rigorous research has identified 12 questions
that measure employee engagement and link powerfully
to relevant business outcomes, including retention,
productivity, profitability, customer engagement, and
safety. These questions - the Q12 - measure dimensions
that leaders, managers, and employees can influence.
Gallup offers a performance management model - The
Gallup Path - based on proven strategies used by the
world's most successful businesses. In First, Break All
the Rules (Simon & Schuster, 1999) and in the April
2002 edition of the Journal of Applied Psychology,
Gallup published research proving that engaged
employees are more productive employees. It also
proved that engaged employees are more profitable,
more customer-focused, safer, and more likely to
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withstand temptations to leave. Many have long
suspected the connection between an employee's level of
engagement and the level and quality of his or her
performance. When companies manage in a way that
focuses on improving employee engagement, Gallup
found that productivity improved in the range of 25% or
more. Interestingly, Gallup also found that this often
results from the existing top performers improving more
than the lower performers, primarily because the top
performers increase their engagement level, while the
bottom performers remain unengaged. Putting It All
Together Accord's engagement surveys have yielded
similar results to Gallup and the study in The Harvard
Business Review. There is absolutely no doubt that
productivity and profitability increase significantly
when companies use job analysis and behavioral
assessment their hiring practices, and then work on
engaging their employees through work-group-level
surveying and bottoms-up implementation of suggested
changes.
Hewitt in its study pioneered the measurement of
Employee Engagement—shifting the focus from
“employee satisfaction” to “employee engagement”
back in 1994. Engagement is the energy and passion
employees have for what their employer is achieving in
the market that has a much stronger connection to
business results. Ensuring that employees are actively
working toward company goals is a solid start.
According to survey conducted by Towers Perrin on
86,000 employees around the world all of whom were
employed full time by midsize to large organizations in
its Global Workforce Study 2007-2008, ‘Closing the
Engagement Gap: A Road Map for Driving Superior
Business Performance’ states that “The companies with
high employee engagement had a 19% increase in
operating income and almost a 28% growth in earnings
per share. Conversely, companies with low levels of
engagement saw operating income drop more than 32%
and earnings per share decline over 11%. They also
concluded “Engaged employees redefine the job to
improve efficiency, effectiveness and results. Willing
employees do what’s necessary, but often no more.
Engaged employees seek opportunities to go beyond —
to try new approaches, test boundaries, challenge the
status quo, achieve personal or team bests — because
they find it stimulating, challenging and satisfying.
Willing employees are solid “B” or “C” performers;
engaged employees always seek to deliver “A”
performances”.

According to research conducted by Triple Creek
established the well-documented link between retention,
productivity and company performance with increases
in employee engagement. Development Dimensions
International, Inc., in its research says” employee
engagement exhibited substantial relationships with
several aspects of interpersonal performance, including
Coaching, Sales Ability/ Persuasiveness, and
Teamwork—highly engaged employees were 3.0 times,
2.7 times, and 2.2 times more likely to excel in these
areas, respectively, as compared to poorly engaged
employees. Results show that the average levels of
engagement were considerably higher for employees of
supervisors with higher levels of engagement, as
compared to those of low engagement supervisors.
Furthermore, subordinates of highly engaged
supervisors were less likely to indicate that they may
leave the organization within a year”. This research also
supports a substantial relationship between engagement
and critical business outcomes such as individual
performance and the likelihood of leaving the company.
Development Dimensions International (DDI, 2005)
states that a manager must do five things to create a
highly engaged workforce. They are: Align efforts with
strategy, Empower, Promote and encourage teamwork
and collaboration, Help people grow and develop,
Provide support and recognition where appropriate. In a
study of professional service firms, the Hay Group found
that offices with engaged employees were up to 43%
more productive. Blessing white in its report ‘Engage
the Employee’, 2008 states that, “29% is the percentage
of employees in India who figure in the ‘almost engaged’
category. It is slightly more than the global average of 28
per cent. China scores the highest on this count, with 32
per cent of its employees falling in the ‘almost engaged’
category. 18% is the percentage of complete
disengagement among the female working population,
compared to 12 per cent among men. The percentage of
female employees in the ‘crash and burn’ category is also
slightly more than that of men at 10 per cent. Female
workers are thus clearly behind in their levels of
engagement”. They also concluded in its State of
Employee Engagement Report, 2008 that “Engaged
employees are not just committed. They are not just
passionate or proud. They have a line of- sight on their
own future and on the organization’s mission and goals.
They are enthused and in gear, using their talents and
discretionary effort to make a difference in their
employer’s quest for sustainable business success”.
A Study published in Annual Handbook of Human
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Resources Initiatives 2008, “Increasing Employee
Retention through Employee Engagement – A challenge
for HR”, writer Sushama Khanna States that,
‘Employees with the highest level of commitment
perform 20% better and are 87% less likely to leave the
organization, which indicates that engagement is linked
to organizational performance’. In the article,
“Employee Engagement: Doing It vs. Measuring”,
Theresa Welbourne, 2003 says, ‘You can’t have engaged
employees without super engaged managers.
Engagement improving efforts must start at the top and
work their way down. The most senior executives must
be assured that they are engaging their senior team, and
that team has to work on creating a high engagement
environment for its direct reports, and so on and so on’.
Mr. Hari Nair in his article “Employee Engagement –
Scaling Down Attrition”, concluded that “Engaged
employees can help your organization achieve its
mission, execute its Strategy and generate important
business results. Organizations define and measure
engagement in a variety of different ways, suggesting
there is no one “right” or “best” way to define or
stimulate engagement in the workforce. The decision to
invest in strengthening engagement or commitment (or
both) depends on an organization’s strategy and the
makeup of workforce. Steve Crabtree in his article
‘Getting Personal in the Workplace’ published in The
Gallup Management Journal states that “Engaged
employees are also much more likely to consider their
relationship with their manager to be crucial to their
success. Of engaged employees, 49% strongly agree that
"A strong positive relationship with this person is crucial
to my success at work," while just 12% of actively
disengaged employees strongly agree with the same
statement. In contrast, 33% of actively disengaged
employees strongly disagree with this statement,
compared to just 6% of engaged employees”.
After canalizing the literature we can conclude there are
vast researches have been done on transformational
leadership, organizational culture and employee
engagement individually. Even though some researcher
have also studied the impact of organizational culture on
leadership but none of them seen the impact of
transformational leadership on organizational culture
and employee engagement for that matter. The overall
purpose of the present study is to examine the role of
transformational leadership in shaping the
organizational culture and employee engagement.
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Transformational Leadership and Employee
Engagement
The relevant literature on transformational leadership
provides examples of engagement state and behavior
that closely align with conventional conceptualizations
of engagement, including an investment of identity in
the organization and work such that there is a sense of
passion for work as well as the capacity to think
independently, develop new ideas, and challenge
convention when no longer relevant (e.g., Bass &
Avolio, 1990; Dvir et al., 2002). Indeed, Dvir et al.
demonstrated that under transformational leadership
conditions, soldiers will engage in behaviors not in their
personal best interest, which the authors described as
self-sacrifice. Feelings of trust mediate the relationship
between leadership behavior and behavioral
engagement such that feelings of trust are the
psychological state between leader behavior and
behavioral engagement. Thus, leaders create trust in
followers, and it is the trust followers’ experience that
enables behavioral engagement. (W.H. Macey and B.
Schneider (2008)
Towers Perrin research confirm that leadership is the
most important driver of employee engagement. During
periods of transition and disruption, employees look first
to leaders for guidance about how to react and behave,
for motivation, and for focus (Richard M. Able, 2007).
The Towers Perrin Talent Report, 2003 it is found that
“Two of the elements in the “engagement top 10” — the
first and last, respectively — have to do with senior
management. Simply put, it’s impossible to
underestimate the role leadership plays in building an
engaged workforce.”
Transformational leaders enhance employee
engagement by fostering a sense of passion for work as
well as the employees’ capacity to think independently,
develop new ideas, and challenge convention when no
longer relevance( Bass & Avolio, 1990; Dvir et al.,
2002). According to Triple Creek’s Engagement
Research Report, 2007 it is suggested that attitudes
toward themes impacting engagement can be positively
shaped by mentoring in a variety of industries and
organizational cultures.
After going though literature review, it can be
concluding that there are enormous studies and research
work has been done on transformational leadership,
organizational culture and Employee engagement
individually. And lot many researchers have done
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analysis on organizational culture and transformational
leadership but relationship between transformational
leadership and employee engagement as well as
relationship between organizational culture and
employee engagement are still unexplored. There is no
strong evidence available whether there is a difference
between public and private organizations in terms of
organizational culture, transformational leadership and
employee engagement.
Objectives
Study is undergone to determine the impact of
organizational culture on transformational leadership
and employee engagement.
There are four specific objectives:•

To study the relationship between various measures
of organizational culture (such as openness,
confrontation, trust, authenticity, proaction,
autonomy, collaboration and experience ) on
transformational leadership

•

To examine the relationship if any various measures
of organizational culture with employee
engagement

•

To e x a m i n e t h e r e l a t i o n s h i p b e t w e e n

transformational leadership and employee
engagement
•

To study the influence of socio demographic
variables (such as type of organization, age, and
level of experience ) on transformational leadership,
organizational culture and employee engagement

Research Methodology
Causal Research has been used in the project as there is
cause and effect relationship between transformational
leadership, organizational culture and Employee
Engagement. Data was collected by the means of
Questionnaire. Respondents were randomly selected for
survey from different sectors of public and private
organizations. Secondary information was collected
through books, journals and internet. Tools used in the
present research are namely Multidimensional
Leadership Questionnaire -6S, OCTAPACE profile,
Gallup Q12. Simple random sampling is used to collect
the data from both public and private organizations.
Employees from both public and private firms
numbering 25 each were targeted. All the data analysis is
done with the help of MS-Excel & SPSS (Statistical
Package for Social Sciences).

Results
Table 1: Showing Correlations between Total Scores of Organizational Culture & Transformational Leadership
tltotal

Transformational Leadership
1

Pearson Correlation
Sig. (1-tailed)
N
50
octotal
Pearson Correlation
.652**
Sig. (1-tailed)
.000
N
50
**. Correlation is significant at the 0.01 level (1-tailed).

According to above tables it can be seen that there is a
positive and high degree of correlation between
Organizational Culture and Transformational
Leadership. Also, relationship between various
measures of organizational Culture (such as openness,
confrontation, trust, authenticity, proaction, autonomy,

Organizational Culture
.652**
.000
50
1
50

collaboration and experience) and Transformational
Leadership( Such as Idealized Influence, Inspirational
Motivation, Intellectual stimulation, Individualized
consideration, Contingent reward, Management by
Exception, Laissez faire leadership) was found to be
significant at 0.01 level.

Table 2: Showing Correlations between Total Scores of Organizational Culture & Employee Engagement
Organizational Culture
Employee Engagement
octotal
Pearson Correlation
1
.594**
Sig. (1-tailed)
.000
N
50
50
engagetotal Pearson Correlation
.594**
1
Sig. (1-tailed)
.000
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N
50
**. Correlation is significant at the 0.01 level (1-tailed).
According to above tables it is seen that there is a
positive relationship between Organizational Culture
and Employee Engagement. As per table, relationship
between various measures of organizational Culture

50

(such as openness, confrontation, trust, authenticity,
proaction, autonomy, collaboration and experience) and
Employee Engagement was found to be significant at
0.01 levels.

Table 3: Showing Correlations between Total Scores of Employee Engagement & Transformational Leadership
Correlation between Engagement
Employee Engagement
and Transformational Leadership
engagetotal
Pearson Correlation
1
Sig. (1-tailed)
N
50
tltotal
Pearson Correlation
.336**
Sig. (1-tailed)
.009
N
50
**. Correlation is significant at the 0.01 level (1-tailed).
According to above tables it is seen that there is a
positive and low relationship between Transformational
Leadership and Employee Engagement. As per table
depicting relationship between Employee Engagement
and Transformational Leadership( Such as Idealized

Transformational Leadership
.336**
.009
50
1
50

Influence, Inspirational Motivation, Intellectual
stimulation, Individualized consideration, Contingent
reward, Management by Exception, Laissez faire
leadership) was found to be significant at 0.01 level.

At 1% significant level, table value = 4.04(α=0.01,
(1,49))
According to the above tables it is found that there is a
significant difference between social demographic

Significance
.490
.548
.145
.336

Accepted or Rejected
Rejected
Rejected
Rejected
Rejected

variables of employees and Employee Engagement of
the organization. Table value is 4.04 which is greater that
F value for all the four variables. Therefore engagement
level of employee doesn’t depend on social demographic
variables at 0.01 level.

b) Organizational Culture and Social Demographic Variables
Social Demographic Variables
No. of years of service
(Less than 15 yrs & 15 and more)
Age (Less than 40 & 40 and more)
Public & Private Firms

F Value
.186

Significance
.668

Accepted or Rejected
Rejected

.000
.507

.996
.408

Rejected
Rejected

At 1% significant level, table value = 4.04(α=0.01,
(1,49))
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Social Demographic Variables
Public & Private Firms
Age (Less than 40 & 40 and more)
Gender (Male & Female)
No. of years of service
(Less than 15 yrs & 15 and more)

F Value
.018
.793
1.015
.237

In the above tables it is found that there is a significant
difference between social demographic variables of
employees and Transformational Leadership of the
organization. Table value is 4.04 which is greater that F
value for all the four variables. Therefore
Transformational Leadership of employee doesn’t
depend on social demographic variables at 0.01 level of
significance.
Discussions

F Value
.484
.366
2.192
.946

According to above table it is found that there is a
significant difference between social demographic
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doesn’t depend on social demographic variables at 0.01
level of significance.

c) Transformational Leadership by Social Demographic Variables

At 1% significant level, table value = 4.04(α=0.01,
(1,49)

Table 4: Comparison of Socio Demographic Variables (Like Age, Years of Service, and Type of Organization) On
Organizational Culture, Transformational Leadership and Employee Engagement.
a) Employee Engagement by Social Demographic Variables
Social Demographic Variables
Public & Private Firms
Age (Less than 40 & 40 and more)
Gender (Male & Female)
No. of years of service
(Less than 15 yrs & 15 and more)

variables of employees and organizational culture. Table
value is 4.04 which is greater that F value for all the three
variables. Therefore organizational culture of employee

There is a positive and high relationship between
organizational culture and transformational leadership.
It can be interpreted that there is a negative correlation of
openness, trust, proaction, Autonomy, Experimentation
with Idealized influence. Inspirational Motivation has a
positive relationship with all the measures of
organizational culture. There is a positive and high
relationship between Intellectual Simulation and
openness. Other measures like trust, confrontation,
proaction, Autonomy, Authenticity etc have moderate
positive relationship with intellectual Simulation. There
is a low positive relationship of various measures of
organizational culture with Individual consideration.
Contingent rewards have low but positive relationship
with organizational culture. There is a positive
relationship of Management by Exception and Laissez
Similar study conducted (Schein in 1984 &1990) have
shown that leadership has an impact on the culture of an
organization. The management style and beliefs of the
leader influence the culture of the organization.
Research undertaken by GLOBE Researchers, in their
one of the finding they have found that Founders of
organizations establish the initial culture of their
organizations (e.g., Schein, 1992; Schneider, 1987;
Schneider, Goldstein, & Smith, 1995), and founders and
subsequent leaders continue to influence the
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Significance
.895
.378
.319
.629

Accepted or Rejected
Rejected
Rejected
Rejected
Rejected

organizational culture (e.g., Bass, 1985; Miller & Droge,
1986; Schein, 1992; Yukl, 1994; Thompson & Luthans,
1990).
Finding clearly shows there is a significant difference in
the organizational culture of the public and private
sector. The Private Sector has strong organizational
culture as compared to public sector. On the eight sub
variables of the organizational culture selected for the
study, the members of private sector perceive a strong
culture, as compared to public sector. The private sector
has high OCTAPACE. The results lead us to believe that
the sector has strong cultural norms and practices with
high centrality of work, positive relationship, high work
practices, high job effect, strong work norms,
transparency, free flow of information and better
opportunity for innovation and performance. The private
sector culture holds greater similarity with “strong
culture” identified by Dileep Kumar M, 2009 i.e. private
sector organization’s mission, philosophy, goals,
objective, systems, technology’s, managerial practices,
relationship to employees etc are conducive to
contribute excellent at work.
While the results of public sector are opposite of that of
the private sector, the public sector has low OCTAPACE
as compared with private sector. The survey finding is
almost inline with observation made by Dileep Kumar
M, 2009 that organizational work culture has weak
organizational culture compared to private sector.
The study could not find the significant relationship of
social demographic variables and organizational culture,
transformational leadership and Employee Engagement.
Unlike the study conducted by Shelly Kawatra and
Venkat R. Krishnan, 2004 where in there is a high impact
of Gender on transformational leadership. It is showed
that transformational leadership and femininity together
enhance achievement-orientation and reduce stability.
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There is a positive relationship between
transformational leadership and Employee engagement.
Feelings of trust mediate the relationship between
leadership behavior and behavioral engagement such
that feelings of trust are the psychological state between
leader behavior and behavioral engagement. Thus,
leaders create trust in followers, and it is the trust
followers’ experience that enables behavioral
engagement. (W.H. Macey and B. Schneider (2008)
Transformational leaders enhance employee
engagement by fostering a sense of passion for work as
well as the employees’ capacity to think independently,
develop new ideas, and challenge convention when no
longer relevance( Bass & Avolio, 1990; Dvir et al.,
2002). Similar research conducted by Towers Perrin
research confirms that leadership is the most important
driver of employee engagement. During periods of
transition and disruption, employees look first to leaders
for guidance about how to react and behave, for
motivation, and for focus (Richard M. Able, 2007).
It is seen that there is a positive relationship between
Organizational Culture and Employee Engagement. At
the organizational level, culture is shaped by national
cultural characteristics; it is also based on business
drivers — what the organization seeks to achieve.
Finally, at the individual employee level, organizational
culture influences what is perceived to matter and the
actions individuals take accordingly (Richard M. Able,
2007). Companies that build a culture of mutual respect
by keeping success stories alive will not only keep their
existing employees engaged but also they baptize the
new incoming employees with this contagious spirit of
work culture. (Solomon Markos, Sandhya Sridevi,
2009).
Conclusion
It is concluded that there is a positive relationship
between organizational culture, transformational
leadership and employee engagement. There is a
significant relationship between various measures of
Organizational Culture (such as openness,
confrontation, trust, authenticity, proaction, autonomy,
collaboration and experience) and Transformational
Leadership (such as Idealized influence, Inspirational
Motivation, Intellectual Simulation, Individual
consideration, Contingent rewards, Management by
Exception and Laissez leadership style). There is a
significant difference between various Social
Demographics variables and Organizational Culture,
Transformational: Leadership and Employee
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Engagement.
Transformational Leadership,
Organizational culture and Employee Engagement is
better at Private organizations rather than Public
organizations.
Recommendations for Future Implications
Several suggestions for future research should be
mentioned. It is essential to validate the relationship
between organizational culture, transformational
leadership and employee engagement. This study used
organizational culture as a personal variable and it would
be interesting to take a multi-level approach to culture.
One of the most challenging research tasks is the
examination of organizational culture and employee
engagement & Transformational Leadership and
Employee Engagement. The Towers Perrin Talent
Report, 2003 it is found that “Two of the elements in the
“engagement top 10” — the first and last, respectively
— have to do with senior management. Simply put, it’s
impossible to underestimate the role leadership plays in
building an engaged workforce.” So, more research
could be conducted to explore the unfolded direct
relationship of Transformational Leadership and
Employee Engagement. Companies that build a culture
of mutual respect by keeping success stories alive will
not only keep their existing employees engaged but also
they baptize the new incoming employees with this
contagious spirit of work culture. (Solomon Markos,
Sandhya Sridevi, 2009). As there is less clear evidence
of the relationship between organizational culture and
Employee Engagement. So there should be more
rigorous study on the subject.
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Customer Relationship Management in Public Sector Banks of
Moradabad City (U.P.), India
Shalini Agrawal

Customer relationship management is very essential in present time. CRM is a business strategy. Banks are adopting CRM
very quickly to maintain old customers and attract new customers. This research highlights the role of CRM to satisfy the
customer in public sector banks. Two independent variables have been selected for this study. The first variable is age
(varied at four levels) that is 25-30, 31-35and 36 -40, 41 and above. The second level is income level (varied at four level)
that is (Rs.) 10,000-15,000, 16,000-21,000, 22,000-27,000, 28,000 & above. Geographical region for this research is
Moradabad (Uttar Pradesh), India. 240 respondents (bank customers) have been selected through random sampling, 120
from State Bank of India and 120 from Punjab National Bank. Well framed questionnaire is used to collect the data.
ANOVA and MEAN are used to analysis the data.
Key Words: Customer Relationship Management, Customer Satisfaction, Banking
Introduction

Customer Relationship Management in Banks

The banking sector is confronting different challenges in
India. CRM in banking industry is a growing technique
by which banks are gathering opinions to improve and
enhance their services. CRM may be considered the
backbone of banking sector. Now a days there is a great
competition in the banking industry, therefore customer
relationship management is having a great importance.
CRM is being used as a strategy to attain more and more
advantages by banks. In present scenario banking sector
is providing better services to its customers after
adopting CRM.

In the epoch of globalization where banks are struggling
to gain more and more market share, it gets difficult for
the banks to stand up to the increasing expectations of
customers. Therefore banks are seeking new ways in
order to improve their profits through the addition of
new customers and retaining the existing customers.
One of the approaches in this regard is CRM which
stands for customer relationship management. “On the
ongoing era of globalization the battle for banks to gain a
greater slice of the market share has been on the rise the
world over and India is no expectation. It has become
quite difficult for banks to meet the ever increasing
customer expectations. In order to improve their profits
banks are growingly looking at ways of achieving
organic growth through acquisition of new customers
and retaining existing customers. In the 21st century one
of the approaches that is fast going significance is
customer relationship Management (CRM), an effective
tool to withstand competition.” (George, A. J. & Dr.
Manoj PK, p.246)

Customer Relationship Management
“Customer relationship management (CRM) has come
in to their management perspective and boardroom
meetings with mixed reviews- initially appearing to be a
great opportunity to increase efficiency , revenues and
profitability, as well as providing a process for getting to
know the customer better.” (Sharp p. 13) “A successful
CRM solution depends with customers, through any
channel to track and maintain real time record of
customer interactions so that a holistic view of the
customer can effective CRM delivers the personalized
informed service on demand.” (Krishnan p. 47)

To satisfy the customers banks are adopting customer
relationship management. Customer relationship
management is helpful to improve bank reputation and
bank profit. Figure 1 shows as the same.

Retail Banking

Shreya Jain from Amity Business School, Amity University, Uttar Pradesh can be reached at
jain.shreya2620@gmail.com
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“Retailing is a people- oriented business because of
constant with customers. Hence places a greater
emphasis on enthusiasm than any other profession.”
(Sharma p. 128) “The bank should respond strongly
improve the quality and the speed of the credit delivery
system, widen the range of products and services offered
to customers. Tone up internal functioning and strength
external relation.” (Farmer p. 27)

VIEWPOINT

Customer relationship
management

Customer
satisfaction

Bank reputation
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Fig. 1
Literature Review
Rather Dr. Raja M. (2013) carried out a study on
customer’s experience and customers satisfaction
survey on 400 customers from public and private sector
banks. Public and private sector bank customers were
randomly selected from the major cities- Bombay, Surat,
Baroda and Ahmadabad. Public sector banks as primary
bank were preferred by 68 percent customers and private
sector banks as primary bank were preferred by 31
percent. It shows that a lot of customers like public sector
banks on the first number.
Mandal Pratap Chandra & Sujoy Bhattacharya (2013)
studied about the dimensions of customer satisfaction.
For this study, they implement ground theory method, a
tool for qualitative analysis. Interviews and focus group
of Indian retail banking services were organized. This
study consists open coding of the data and writing
memos, concept generation from the phenomena, index
card sorting to identify categories and sub categories ,
axial coding to relate the categories and sub categories
and selective coding to identify the core category. It is
also tried to understand the erection of customer
satisfaction in Indian retail banking and to reveal the
factors, may affect customer satisfaction. This research
provides some suggestions also- banks must use some
CRM software to improve CRM. Bank should pay
attention on the employee behavior for the convinence of
customer. Banks should be customer friendly.
Sharma, Dr. Ashok, Dr. Tapasya Jhulka & Ms. Sonali
Bhardwaj (2012) explained that in a organizational
growth specially banking industry (HDFC) bank CRM
is very important. This study reveals that to improve the
organizational performance CRM is very influential.
This study is based on secondary data of HDFC bank,
and data shows that HDFC bank is adopting CRM
strategy. For the growth of HDFC bank CRM is a
stimulator. This study gives some suggestions also –To
handle large data volume and integrating with the
information technology, bank must use good software.
Bank must use good software. Bank should keep in mind
about the behavior of employees should be customer
centered. Bank should make itself customer friendly.
Rather Dr. Raja M. (2013) carried out a study on
customer’s experience and customers satisfaction
survey on 400 customers from public and private sector
banks. Public and private sector bank customers were
randomly selected from the major cities- Bombay, Surat,
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Baroda and Ahmadabad. Public sector banks as primary
bank were preferred by 68 percent customers and private
sector banks as primary bank were preferred by 31
percent. It shows that a lot of customers like public sector
banks on the first number.
Mandal Pratap Chandra & Sujoy Bhattacharya (2013)
studied about the dimensions of customer satisfaction.
For this study, they implement ground theory method, a
tool for qualitative analysis. Interviews and focus group
of Indian retail banking services were organized. This
study consists open coding of the data and writing
memos, concept generation from the phenomena, index
card sorting to identify categories and sub categories ,
axial coding to relate the categories and sub categories
and selective coding to identify the core category. It is
also tried to understand the erection of customer
satisfaction in Indian retail banking and to reveal the
factors, may affect customer satisfaction. This research
provides some suggestions also- banks must use some
CRM software to improve CRM. Bank should pay
attention on the employee behavior for the convinence of
customer. Banks should be customer friendly.
Sharma, Dr. Ashok, Dr. Tapasya Jhulka & Ms. Sonali
Bhardwaj (2012) explained that in a organizational
growth specially banking industry (HDFC) bank CRM
is very important. This study reveals that to improve the
organizational performance CRM is very influential.
This study is based on secondary data of HDFC bank,
and data shows that HDFC bank is adopting CRM
strategy. For the growth of HDFC bank CRM is a
stimulator. This study gives some suggestions also –To
handle large data volume and integrating with the
information technology, bank must use good software.
Bank must use good software. Bank should keep in mind
about the behavior of employees should be customer
centered. Bank should make itself customer friendly.

• Ho2. There is no significant difference in the
satisfaction level of public sector bank customers
belonging to different income group.

sampling. 120 customers from SBI and 120 customers
from PNB. The sample was classified based on gender,
age and income level.

Methodology

Scale

For this study well framed questionnaire was used.
Questionnaires were filled up by SBI and PNB bank
customers (respondents). Questionnaire consists
questions under service factors, staff factors,
environment factors and promotional factors etc. for
data analysis ANOVA and mean was used.

In this study variety of questions have been used to find
out the depth information about the topic. Five point
likert scale was used in the questionnaire.

Data Collection and Sample Size
This study is based in primary data. Data was collected
by the customers (respondents) of SBI and PNB. 240
respondents (bank customers) were selected by random

Geographical region
For this research paper Moradabad city, Uttar Pradesh
has been selected as a geographical region. Moradabad
is situated on the bank of river Ram Ganga. Moradabad
is known as ‘Pital Nagri’ (brass city) also. Respondents
(bank customers) have been selected from State Bank of
India and Punjab National Bank.

Data analysis and discussion of result
Table 1: Classification of respondents based on gender
S.N.
1
2
Total

Gender
Female
Male

Frequency
120
120
240

Percentage
50
50
100

Source: Primary Data
Table-1 shows that 120 (50%) female and 120 (50%) male are respondents in this study
Table 2: Classification of Respondents Based on Age
S.N.
1
2
3
4
Total

Age
25-30
31-36
37-42
43 &above

Frequency
60
60
60
60
240

Percentage
25
25
25
25
100

Source: Primary Data
Table -2 shows that 60 (25%) respondent’s age is 25-30, 60 (25%) respondent’s age is 31-36, 60 (25%) respondent’s age is
37-42, 60 (25%) respondent’s age is 43 &above.

Objectives
• To study the satisfaction level of public sector bank
customers belonging to different age group.
• To study the satisfaction level of public sector bank
customers belonging to different income group.
Hypothesis
Null hypothesis has been formulated for this research
paper.
• Ho1 .There is no significant difference in the
satisfaction level of public sector bank customers
belonging to different age group.
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Table 3: Classification of Respondents Based on Income
S.No.
1
2
3
4
Total

Income
10000-15000
16000-21000
22000-27000
28000 &above

Frequency
60
60
60
60
240

Percentage
25
25
25
25
100

Source: Primary Data
Table-3 shows that 60 (25%) respondent’s income is10000-15000, 60 (25%) respondent’s income is 16000-21000, 60
(25%) respondent’s income is 22000-27000, 60 (25%) respondent’s income is 28000 & above.
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In this study an attempt has been made to analyze the
obtained data. The present research was framed to find
out the effect of age and income on CRM (customer

relationship Management) in public and private sector
banks. Result of 4x4 analysis of variance scores in terms
of CRM are summarizes in following table-4

Table 4: ANOVA Table of Age & Income
Source of variations
A (age)
B (income)
AB (age x income)
With in Treatment
Source: Primary Data

SS
37486.54
37413.67
2410.09
4980.24

In the present investigation, first factor age was varied at
four levels that is 25-30, 31-35and 36 -40, 41 &above.
Summary table of analysis of variance reveals a
significant effect of age on CRM. F, 562, p<.01, it means
F ratio for the independent variable “A” is significant at
.01 level of significance. The significant F value reveals
that the age is an influencing factor for CRM. Second

df
3
3
9
224

Ms
12495.51
12471.22
257.79
22.23

F
562.10
561.00
12.04

factor income was varied at four levels that is10, 00015,000, 16,000-21,000, 22,000-27,000, 28,000 &above.
Summary table of analysis of variance reveals a
significant effect of income on CRM. F, 561.00, p<.01, it
means F ratio for independent variable “B” is significant
at .o1level of significance. The significant F value
reveals that the income is an influencing factor for CRM.

Table 5: Mean Table of Age
Age group
25-30
31-35
36-40
41 &above
Source: Primary Data

A
A1
A2
A3
A4

Total
662
834
824
799

Discuss here the mean table for factor A (age)
The table-5 indicates that 36-40 age group have
maximum scores, while 25 -30,and 41 & above scored
the intermediate and 31 -35 scored the lowest in

N
60
60
60
60

Mean
11.03
13.9
13.73
13.32

In this study the discussion about result, the result arefirst independent variable is age (A) and second is
income (B), CRM is dependent variable. Both
independent variables are significantly effect by CRM.
Conclusion
It can be said that public sector banks are aware to
adopting Customer relationship management. Public
sector banks are trying to enhance the satisfaction level
of their services. Employees of public sector banks are
helpful and polite. Study shows that bank employ should
give similar attention to every age group and every
income level customer. They should try to understand
needs and problems of bank customers, so that public
sector banks may get dynamic progress.
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customer relationship management. It means 36 -40 age
group respondents are highly satisfied from bank CRM,
25 -30 and 41 & above respondents are medium satisfied
and 31 – 35 age group respondents are less satisfied

Ho1 ‘That there is no significant difference in the satisfaction level of public sector bank customers belonging to different
age group’ is rejected.
Table 6: Mean Table of Income
Income group
10,000-15,000
16,000-21,000
22,000-27,000
28,000 &above
Source: Primary Data

B
B1
B2
B3
B4

Total
816
773
812
754

Discuss here the mean table for factor B (income)
The table -6 shows that 10,000-15,000 income groups
has maximum scores, while 16,000- 21,000 and 22,000 –
27,000 scored the intermediate and 28,000 and above
scored the lowest in Customer relationship management.

N
60
60
60
60

Mean
13.6
12.9
13.5
12.5

It means 10,000 -15,000 income group respondents are
highly satisfied from bank CRM, 16,000-21,000 and
22,000-27,000 income group respondents are medium
satisfied and 28,000 & above income group are less
satisfied.

Ho2 ‘There is no significant difference in the satisfaction level of public sector bank customers belonging to different
income group’ is rejected.

35

VIEWPOINT

Volume 5 • Number 2 • July- December, 2014

Shalini Agrawal is a Research Scholar in Department of Economics, Banasthali University, Banasthali, Rajasthan.
The author can be reached at 2010shaliniagrawal@gmail.com

VIEWPOINT

Volume 5 • Number 2 • July- December, 2014

36

Work Life Balance and Commitment among Academicians in
Higher Educational Institutions
Dr. Ritu Tewari and Taruna Bhasin
As the work culture changes drastically in the recent years, the traditional concept of work to fulfill humans’ basic needs
are also facing out. Due to this, work/life balance has become a predominant issue in the workplace. In organizations and
on the home front, the challenge of work/life balance is rising to the top of many employers’ and employees’ consciousness.
The purpose of this research paper is to examine the direction of the relationship between perceived work-life balance
satisfaction and organizational commitment among academics in higher educational institutions.
The results indicated that work life balance and organizational commitment goes hand in hand and is challenging both to
the individuals and organizations. The more the employees are able to balance the see-saw of work and life the more they
will be satisfied with the job, and they will be more committed towards the organization. It is concluded that perceived
work-life balance satisfaction is correlated positively with organizational commitment among academics.
Key Words: Organizational Commitment, Predominant issues, Work Culture, Work-Life Balance.
Introduction
“Juggling competing demands is tiring if not stressful
and brings lower productivity, sickness, and
absenteeism, so work/life balance is an issue for all
employees and all organizations.”
Work is an integral part of one’s everyday life, as it is
one’s livelihood or career or business. On an average a
person spend around twelve hours daily in the work
place, that is one third of one’s entire life; it does
influence the overall quality of one’s life. It should yield
job satisfaction, give peace of mind, a fulfillment of
having done a task, as it is expected, without any flaw
and having spent the time fruitfully, constructively and
purposefully. Even if it is a small step towards our
lifetime goal, at the end of the day it gives satisfaction
and eagerness to look forward to the next day.Thus a
definition by Suttle (1977) on the WLB as the degree to
which work are able to satisfy important personal basic
needs through their experience in the organisation is no
longer relevant.
The ability to balance between workplace’s needs and
personal life’s needs is perceived as an important issue
among workers globally and academics in higher
education institutions were not excluded (Mohd Noor,
Stanton & Young, 2009).
The demand for work-life-balance solutions by
employees and managers is expanding at an
unprecedented rate. As a result, work-life balance is an
increasingly hot topic in boardrooms and government
halls today. Over the coming decade it will be one of the
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most important issues that executives and human
resource professionals will be expected to manage.
Work Life Balance
Work life balance is an emotional reaction to an
employee’s work situation. This can be defined as an
overall impression about one’s job in terms of specific
aspects of the job and it can be connected with specific
results, such as productivity.
A major component of WLB, which is important for both
the employees and the employers, is the relationship
between work and home life. In an increasing
competitive environment, it is difficult to separate home
and work life. Employees today are more likely to
express a strong desire to have a harmonious balance
among career, family life and leisure activities. This has
been suggested at the international level the need for
national policies in many countries. An ILO convention
that was adopted in 1981, states that it is necessary for
organizations to help employees to balance their work
and non-work demands (Lewis, 1997).
Organizational Commitment
Many researchers have defined commitment but there is
no agreement on any particular definition. Porter et at
(1974) defined organizational commitment as strong
belief in an acceptance of the organizational goals and
values, willingness to exert considerable effort on behalf
of the organization and membership. Other says that
Organizational Commitment is employee's positive
emotional attachment to the organization. An employee
who is committed strongly identifies with the goals of
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the organization and desires to remain a part of the
organization.According to Meyer and Allen's (1991)
three-component model of commitment,prior research
indicated that there are three "mind sets" which can
characterize an employee's commitment to the
organization:
Affective Commitment
AC is defined as the employee's positive emotional
attachment to the organization. An employee who is
affectively committed strongly identifies with the goals
of the organization and desires to remain a part of the
organization.
Continuance Commitment
The individual commits to the organization because
he/she perceives high costs of losing organizational
membership which, includes economic costs (such as
pension accruals) and social costs (friendship ties with
co-workers) that would be incurred. The employee
remains a member of the organization because he/she
"has to".
Normative Commitment
The individual commits to and remains with an
organization because of feelings of obligation. These
feelings may derive from many sources. For example,
the organization may have invested resources in training
an employee who then feels a 'moral' obligation to put
forth effort on the job and stay with the organization to
'repay the debt.
Previous research indicates that out of 3 commitment
constructs Affective Commitment is the most beneficial
in organizational performance context.
History of Work Life Balance
During the 1960s and 1970s, employers considered
work-life mainly an issue for working mothers who
struggled with the demands of their jobs and raising
children. Throughout this period and into the mid-1980s,
the U. S. government had the major impact in the field, as
reflected by the Presidential Conference on Families, the
Pregnancy Discrimination Act, and the Quality of
Employment Survey.
During the 1980s, recognizing the value and needs of
their women contributors, pioneering organizations such
as Merck, Deloitte & Touche, and IBM began to change
their internal workplace policies, procedures, and
benefits. The changes included maternity leave,
employee assistance programs (EAPs), flextime, home-
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based work, and child-care referral. During the 1980s
men also began voicing work-life concerns. By the end
of the decade, work-life balance was seen as more than
just a women’s issue, affecting men, families,
organizations and cultures.
The 1990s solidified the recognition of work-life
balance as a vital issue for everyone--women, men,
parents and non-parents, singles, and couples. This
growing awareness of the central importance of the issue
resulted in major growth in attempted work-life
solutions during this decade. Numerous studies showed
that the generations from baby boomers to new college
graduates were making job choices based on their own
work-life issues and employers’ cultures
Literature Review
The issues relating to maintaining and obtaining a worklife balance have received substantial attention over
recent years (Deery, 2008) but less attention, however,
has been given to find the reality of work-life balance
satisfaction in the higher educational sector (Doherty &
Manfredi, 2006; Mohd Noor & Amat, 2010; Mohd Noor,
Stanton & Young, 2009).
Numerous studies have been done on searching the
association between work-life balance and attitudinal
job outcomes such as job satisfaction and organisational
commitment (see Doherty and Manfredi 2006; Kinnie,
Hutchinson, Purcell, Rayton and Swart 2005; Scholarios
& Marks, 2004; Virick, Lily & Casper, 2007;
Youngcourt, 2005; Zin, 2006). For instance, Virick et al.
(2007)’s study on layoff survivors in a high tech
company found that work-life balance is positively
related to job satisfaction. Howard, Donofrio and Boles
(2004) in a study among police personnel concluded that
work-family conflict which reflects work-life balance
issue is significantly related to satisfaction with job. In a
study of the links between employees satisfaction with
HR practices and their affective commitment to the
organisation, Kinnie et al. (2005) found that work-life
balance are associated with the organisational
commitment of all employee groups. Furthermore, the
authors found that there is some evidence that company
efforts to help employees achieve a balance between
work and home life is linked to the commitment of all
groups of employees.
Grover and cooker (1995) empirically tested the effect of
work and family benefits on organizational
commitment.These benefits includes parental
leave,flexible schedules,childcare assistance and

Volume 5 • Number 2 • July- December, 2014

38

childcare information. Employee who had access to
work/ life policies showed significantly greater
organizational commitment and expressed significantly
lower intention to quit the job.
Research Methodology
This study is exploratory in nature. The present study use
convenient sampling method for primary data
collection. The sampling frame includes academicians
from higher educational institutions. The data is
investigated from structured questionnaire, various
books and research publications. The relationship
between all variables in the current study
investigated using Pearson correlation coefficient
Objective
The purpose of the study is to find the relationship
between work life balance and organizational
commitment among Academician in Higher Educational
Institutions.
Hypothesis of the study
There is a relationship between work life balance and
organizational commitment among the Academician .
Sample design
The present study use convenient sampling method for
primary data collection. The sampling frame includes
academicians from higher educational institutions.
Questionnaire Administration
After pilot testing, questionnaires were distributed
among employees in the month of October 2012.Most of
the questionnaires was distributed through mail,
however, for some respondents questionnaires were
distributed personally. Out of the total sample of 200
only 159 were returned.
Sources of Data
Primary data were collected through structured
questionnaire contains questions related
to
demographic detail, WLB and organizational
commitment. Secondary data related to this study were
collected from books, magazines, journals and internet.
Background of Respondents
The demographic questions in the questionnaire
included age, gender and tenure in the present institution
are depicted in Table 1. From the table, the age range of
33-39 (nearly 41.5%) was the dominant age of
academics in the study. Male and female respondents
were distributed almost equally with males being 4.5 per
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cent more than females. The table also shows that about
6.29 per cent of the academics had worked for 10 years
and more in their respective universities.
Table 1: Background of Respondents (total =159)
Variable
Age in years
24-32
33-39
40 and above
Gender (n=159)
Male
Female
Tenure in years (n=159)
1-2 years
2-5 years
5-10 years
10 and above

No.

Percentage

49
66
44

30.8
41.5
27.7

83
76

52.2
47.7

71
56
22
10

44.7
35.2
13.8
6.29

This study is utilized descriptive research procedure to
accomplish the purpose. The study variables are work
life balance and organizational commitment
experienced by academicians. The target population for
this study is defined as academicians, who were working
in higher educational institutes of Uttaranchal India. 200
samples were approached to participate this study.
Sample respondents were selected through convenient
sampling method.
Totally 15 items were asked to respondents towards their
perception of work life balance, and commitment
towards the occupation. Participants were asked to rate
themselves on five point scale. In order to find the
answer to the hypothesis, descriptive statistics and
correlation analysis are done.
Results and Discussion
Work life balance is an important factor for
academicians also. Participants were asked to rate
themselves relating to their work life balance. Work life
balance was measured with eight statements with five’
point scale. Their responses were coded and calculated
the means score and standard deviation for each
statement, the values are shown in the table -2. The mean
score of worrying about work when actually employees
were not at work is 5.86. Missing out quality time due to
pressure of work secured a mean value of 6.52.Feeling
depressed due to pressure of work was secured the mean
score of 5.09. The opinion of sacrifice commitments in
one sphere (work/personal) in order to fulfill demands of
the other sphere secure a mean value of 5.26. Affect of
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events at work in personal life is 3.85. The time spend at
Organizational commitment has been measured with
work secure the mean value of 4.21 Respondents are felt
seven statement on five point scale (Table-3). The mean
that a good work life balance provides a more effective
score is calculated. The calculated mean scores are lies
and successful profession with mean score of 6.52.
between 1.26 and 5.62. The average score of
Respondents also feels that preoccupation with work at
organizational commitment is 3.51. It shows that
academicians are having least level of commitment
home is disliked by their family/friends with mean score
towards their organization. They felt that they are
of 6.21.The average mean score of work life balance
disappointed to enter this occupation and sometime they
factors is 5.47. It is found that academicians are believed
are dissatisfied with this occupation.
that a good work life balance helps to retain in the
profession and it provides effectiveness and success in
their profession.
Table 2: Work Life Balance
Statements
1. How often do you think or worry about work
(when you are not actually at work)?
2. Do you ever miss out any quality time with your family or friends due to
pressure of work?
3. Do you ever feel tired or depressed due to work?
4. How often would you say you sacrifice commitments in one sphere (work/personal)
in order to fulfill demands of the other sphere?
5. How often do events at work affect your personal life?
6. How do you feel about the time spend at work?
7. A good work life balance provides a more effective and successful profession.
8. My family/friends dislike how often I am preoccupied with my work while at my home
Average Mean

Mean
5.86

SD
0.96

6.52

1.06

5.09
5.26

1.09
0.92

3.85
4.21
6.70
6.21
5.47

1.62
1.26
1.02
1.17
1.14

Mean
5.62
4.56
3.88
1.26
3.25
2.16
3.85
3.51

SD
0.87
1.86
1.17
1.52
1.86
1.23
1.62
1.45

Table 3: Organizational Commitment
Statements
1. I would be very happy to spend the rest of my career with this organization?
2. I enjoy discussing my organization with people outside it
3. I really feel as if this organization's problems are my own
4. I do not feel like ‘part of the family’ at my organization
5. I am disappointed that I entered this occupation
6. Sometimes I am dissatisfied with this occupation
7. If I could, I would go into a different occupation
Average Mean
Table 4: Relationship between Work Life Balance
and Commitment
Factor
Organizational Commitment
r-value
P- value
Work Life Balance
0.635
.001
Suggestions
The results of a single survey cannot be considered as a
solid foundation for making decisions. However, the
results of this study suggest that interventions should be
carried out to increase levels of work life balance

strategies among the academicians. To make employee
committed over the long term, requires careful planning
and effort by management.
This research study generates the recommendations to
improve work life balance and commitment. The list
could be a long one, but following are some of the most
important key elements that this research has identified:
a. Organization should allow flexible work
arrangements such as job sharing and working at
home. Adequate breaks should also be allowed
during the working day.
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b. Providing adequate resources for academicians help
them to undertake their jobs properly;
c. Having provision for various types of leave such as
career’s leave and ‘time-out’ sabbatical types of
leave also helps in managing see-saw of work and
life.
d. Providing, if possible, health and well-being
opportunities such as access to gymnasiums or at
least time to exercise will surely help organizations
to retain their employees for a longer duration of
time.
Conclusion
Work life balance and organizational commitment are
having positive relationship. If academicians are having
the good work life balance, they are more committed
with their organization. Hence, organizational should
come forward to make their life is important and give
due weightage on personal factors. Organization should
treat that their employees are as important assets. Even
more in today ever challenges environment that
demands are balancing of both work and life
responsibilities. Organization actively seek to improve
employee morale, commitment and job satisfaction as
well as aiming at reduced source of stress both at work
and home through work life balance policies. It will
improve their ability to become the employer of choice
as well as retain talent.
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An Empirical Study of Work-Life Balance with Special Reference
to Banking Sector
Dr. P. B. Singh & Dr. Manjula Singh

Realizing the fact that a stressed out employee is nearly useless, and that a satisfied employee is the key to the future
success, organizations have started responding to their employees’ need for better work-life balance and are taking steps
to address these issues. Work-Life Balance does not mean an equal balance. Trying to schedule an equal number of hours
for each of your various work and personal activities is usually unrewarding and unrealistic. Life is and should be more
fluid than that.
One’s best individual work-life balance will vary over time, often on a daily basis. The right balance today will probably be
different for tomorrow. The right balances for you when you are single will be different when you marry, or if you have
children; when you start a new career versus when you are nearing retirement. Your best individual work-life balance will
vary over time, often on a daily basis. There is no perfect, one-size fits all, balance you should be striving for. The best
work-life balance is different for each of us because we all have different priorities and different lives.
However, at the core of an effective work-life balance definition are two key of everyday concepts that are relevant to each
of us. They are Achievement and Enjoyment, ideas almost deceptive in their simplicity. The present paper is the effort of the
researcher to assess the status of WLB in the banks, the factors of WLB that have an impact on productivity of employees
and examine the employees’reaction towards WLB concept and its suitability in banks.
Key Words: Work-Life Balance, Productivity, Imbalance Factors
Introduction
Over the past 25 years there have been considerable
changes in the conventional patterns of paid work. The
sense of corporate community and long term loyalty, that
was prevalent earlier have been taken over by a
performance culture, which expects more from
employees but offers little security in return. The job
related chores have been increased in both scope and
magnitude while goals have been elevated to
unprecedented highest, as a result of which the average
hours of an employee working full time have increased
drastically. An employee working on a regular eight-tofive routine seems like a distant past, as the boundaries
between work and home have become blurred. The
reasons cited for this change are many. With the global
labor market becoming highly competitive and
companies outsourcing to reduce labor costs, employees
feel compelled to put in longer hours to achieve, and
preferably exceed, expectations to protect their jobs. The
significant increase in number of transactional
corruptions, wherein work is ongoing in one or more
office locations of the enterprise around the world for all
of 24 hours, has also been responsible for changing work
culture. Due to the advances in communication
technology, people are able to carry on work from any
location to support both colleagues and clients in distant
locations.
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In today’s business environment the work pressures are
growing quite rapidly among the employees. Work-life
imbalance is a known devil in today’s life. Employees
are experiencing signs of burnout. Their productivity
gets affected; unless and until they realize that they can
lead a beautiful life without compromising their work
effectiveness.
Work-life balance needs a systematic process. An
effective system designed from the “bottom up” –that is,
vision and strategic direction of the organization and to
value employees’ contribution towards organization,
regardless of their working pattern –provides the basis of
smoother work-life balance. Systematic approaches to
work-life balance enable employees to achieve both
individual and organizational goals.
Impacts of Work-Life Balance
Work-life balance in real life generally has two types of
impacts: those outside the workplace and those at work.
Most participants tend to focus on impacts outside the
workplace. These seem to be the areas where most
participants feel they were missing out and were
imminent under significant pressure from others.
Impacts of work-life balance on their life outside work
are likerelationships,health, pressure and stress, social
networks, voluntary work,mistakes,quality, job
satisfaction etc.
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Research Methodology
Objective of the Study
1. To find out knowledge of work-life balance among
employees.
2. To study the impact of work-life balance on the
employees and on productivity of the organization.
3. To find out various factors of work-life imbalances
among employees.
4. To find out how employees react to the work-life
balance programs organized by different banks.
Research Design
The present research was designed as a descriptive one.
Descriptive research is structured in nature and may
utilize popular quantitative techniques such as
longitudinal and cross sectional studies. Considering the
main theme of the research – it was thought that the
research objective would best be achieved with cross
sectional descriptive research design. The data used in
study have been collected from two sources: Primary
and Secondary.
Sampling Method
The study was based on the purposive random sampling
method of data collection from a few selected Public
Banks, namely, UBI and PNB, and few selected Private
Banks namely, ICICI and HDFC. The data was collected
from the employees of the two categories who had spent
considerable time with the organization and they are
clerks and managers of the banks. The sample size
originally was kept 100 but only 63respondents could
understand and fill the questionnaire properly. Out of the
actual sample size 63; therewere52% from public banks
and 48% from private banks. Care had been taken to
cover different age groups in both categories of
employees.
Data Collection

Primary Data-The primary data were collected by
structured undisguised questionnaire. A formal
questionnaire was developed and it was personally
executed by the researcher.
Secondary Data-The secondary data were collected
from various reports, journals and websites of different
professional experts/banks.
Published literature presents a very economical source
of study for the purpose of objective making and
problem definition. A large variety of published and
unpublished data is available through books and
journals, newspapers and periodicals, Government
publications and individual research projects. A lot of
data is also generated internally in the bank and some of
it could be relevant to given problem situations.
Data Analysis and Interpretation
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Set of priorities
First personal, than professional
First professional than personal
Both
Based on circumstances
Total
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SL.No.
a.
b.
c.
d.

Imbalances caused by
De-prioritize
Poor time management
Poor delegating skill
All of above
Total

Various personal factors are taken into consideration as
these are very important while study is being done on
WLB. Total 18 tables are made out of 24 questions.
Some questions are merged due to the commonness of
the question, because the respondent is asked about the
question separately so he may not get confused. But the
researcher has identified the questions and merged them
to get the common answers from the respondents.
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No. of respondent
3
24
3
33
63

There are various factors which cause the imbalances in
the work life balance. 4% said that De-prioritize of the
work is the cause of imbalances, 38% said poor time
management, 4% said poor delegating skill and 52%

%
4%
38%
4%
52%
100%

said all of above are the causes of the imbalances in
WLB.Thus it can be concluded that the major proportion
of work life imbalance is caused by poor time
management by the employees.

Table 3: General awareness about WLB

To assess the present status of WLB in banks a set of
open ended and close ended questionnaire was supplied
to the target 63 respondents from clerical staff and
managers. The feedback from the questionnaire was
satisfactory. The questions were designed to get the
maximum information about the knowledge related to
WLB. How the respondents react to the very common
factors which are required for the WLB. Do they only
use this term or they are actually aware about it. How
much they spend their time with their family and do they
actually balance their life with work.

No. of respondents
6
12
18
27
63

professional life first, 29% said both are equally
important and 43% said that they select the set of priority
on the basis of circumstances

Table 2: Distribution of Respondents by Causes of Imbalances

Assessment of WLB in Banks

Table 1: Distribution of Respondents by Set of Priorities
SL. No.
a.
b.
c.
d.

The respondents when asked about the priority they give
to the work and life, their answers were very calculative
and were aware about their actual priorities. 9% said that
they give priority to the personal life first, 19% said

%
9%
19%
29%
43%
100%

No.
1.
2.
3.
4.
5.

Yes
12
36
30
21
48

Are you aware about WLB program
Spend time for important work
Are you happy with your job
Are you living your ideal/best life
Does your job make you feel tired

This table is made after merging different questions in
the questionnaires, which were asked to know the basic
knowledge of the respondents about the WLB. 81%
respondents said that they are not aware about WLB
program. 57% said that they spend time for important

No. of respondents
%
19%
57%
48%
33%
76%

No
51
27
33
42
15

%
81%
43%
52%
67%
24%

work, 52% respondents said that they are not happy with
their jobs, 67% said that they are not living their
ideal/best life and 76% said that their job make them feel
tired.

Table 4: Areas that may Cause Difficulty
Areas

Problem

%

Hours of work
Travel
Holidays/ paid time off
Un paid time off
Caring for children
Caring for adults

6
9
6
12
0
0

9%
14%
9%
19%
0
0

Not a problem
now
45
45
57
42
42
63

The areas which may cause the difficulty in WLB are
many. Here a few are taken which are considered
problematic areas. 19% respondents said that unpaid

VIEWPOINT

%
71%
71%
90%
67%
67%
100%

Could be a problem
in future
12
9
00
9
21
0

%
19%
14%
0%
14%
33%
0

time off is a problem 100% said caring of adults is not a
problem and 33% said that caring for children may be a
problem in future.
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Table 5: Hindrances to Balance Your Work and Life
Attitudes of different groups
Unhelpful attitude of superiors
Unhelpful attitude of colleagues
Unhelpful attitude of family members/ Relations
When asked about the hindrances in WLB by different
groups, 48% said it is the unhelpful attitude of superiors,
62% said it is unhelpful attitude of colleagues and 71%

Yes
30
24
18

No. of respondents
%
No
48%
33
38%
39
29%
45

%
52%
62%
71%

said it is unhelpful attitude of family members/
Relations which cause the hindrances in WLB.

was that the policies are not implemented by the
organization as it should be done. Working days should
be reduced up to 5 days. The reduced risk in jobs in future
will sustain the quality of work .And the organization
should support the employees to work with honesty. The
task specification is very important to get the better
result. The division of labor should be based on a
particular pattern. The powers should also be delegated
to the sub-ordinates .The strong HR policies are required
for WLB.
Findings and Suggestions

Table 6: Good Work-Life Balance Makes Organization More Effective and Successful.

Findings
Good WLB results in effective and
successful organization
Attraction & retention of competent employees
Happy, satisfied and stable workforce
Increased employees support for organizational changes
Reduced absenteeism
Total
The respondents wereagreeing that good WLB makes
the organization more effective and successful. The
most effective result is the happy, satisfied and stable
workforce with 39% respondents favouring it followed

No. of respondents

%

10
25
12
16
63

15%
39%
20%
25%
100%

by reduced absenteeism with 25% ,15% of the
respondents said attraction and retention of competent
employees, 20% said increased employees’ support for
organizational changes.

Table 7: The Benefits for the Employees
Benefits for the employees
Enthusiasm/motivation
Health and fitness of employees
Healthy working environment
Quality output
Total

No. of respondents
24
10
20
9
63

The question is asked about the benefit of WLB to the
employees, 38% of the respondents said
enthusiasm/motivation followed by 32% who said

%
38%
16%
32%
14%
100%

healthy working environment, 16% said health and
fitness of employees, , and 14% said quality output.

Table 8: The Organization’s Role in Maintaining WLB
Organization’s Role in Maintaining WLB
To provide Flexi-time
To provide Recreational facilities
To feel at home even while at work
Total

No. of respondents
35
22
6
63

When asked about the organization’s role in maintaining
WLB, 56% of the respondents said flexi-time, 35% said
recreational facilities and 9% said to feel at home even
while at work.
Expected Organizational Efforts to Balance Work
and Family Life

45
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%
56%
35%
9%
100%

The respondent were asked the open ended question
about the expected organizational efforts to balance
work and family life ,they answered that hours should be
reduced up to a standard , the staff should be increased so
that the work pressure can be minimized and flexi time
can be given to balance work and life. The main problem
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1. The respondents when asked about the priority they
give to the work and life, their answers were very
calculative and were aware about their actual
priorities. 43% said that they select the set of priority
on the basis of circumstances.
2. 81% respondents said that they are not aware about
WLB program.
3. 67% said that they are not living their ideal/best life.
4. 76% said that their job make feel tired.
5. The areas which may cause the difficulty in WLB
are many, 100% said caring of adults is not a
problem, 33% said that caring for children may be a
problem in future.
6. How much the working condition facilitates them to
fulfill them, Often” is not selected as the major
option in any family commitment. It means that
working conditions are not facilitating to fulfill the
family commitment.
7. Regarding basic knowledge of the respondents
about WLB, 81% said that they are not very clear
about the concept.
8. When asked about the hindrances in WLB by
different groups, 71% said it is unhelpful attitude of
family members/ Relations which cause the
hindrances in WLB.
9. The respondent agreed that good WLB makes the
organization more effective and successful. The
most effective result is the happy, satisfied and
stable workforce with 39% respondents.
10. To reply for the benefit of WLB to the employees,
38% of the respondents said enthusiasm/motivation
is the main result of WLB.
10. The need of WLB is to increase profitability 37% of
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the respondents favored it.
11. When asked about the organization’s role in
maintaining WLB, 56% of the respondents said
flexi-time should be provided.
12. The respondents were asked who is responsible for
maintaining WLB, 63% of the respondents said
organization only.
Suggestions
1. The wide area may be covered for the more resulting
approach.
2. The banks must be more particular about the flexi time to the employees.
3. More knowledge is required about the WLB among
the employees.
4. Both the organization and the employees are
actually responsible for the work-life balance.
5. Organizations should be aware about WLB
programs in favour of organization.
6. The employees should themselves take
responsibility of WLB for the betterment of life.
7. The families should have more helpful attitude.
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Trade Facilitation Agreement of World Trade Organization -vs Food
Security in India: Issues and Concerns
Akhil Bhat & Dr. M.M. Goel
India’s refusal to back the Trade Facilitation Agreement (TFA) of World Trade Organization (WTO) , which was being
hailed as a landmark in the history by then United Progressive Alliance (UPA) government, has created an international
uproar. Developed countries, particularly the USA, criticized India’s stand saying it would not only jeopardize the Bali
agreement but also hamper the credibility of WTO as the global multilateral trade body. India’s standpoint is firmed by its
genuine concern that once TFA is implemented, none of the developed countries is likely to come back to the negotiating
table for addressing food security.
This paper attempts to answer some of the important questions as why India is not agreeing to the TFA and playing
spoilsport at the WTO, the issues with Trade Facilitation Agreement with regard to Food security in India, and also throw
some light on the various aspects of India’s negotiating standpoint.
Key Words: World Trade Organization (WTO), Bali Package, Trade Facilitation Agreement (TFA), Food Security, G33, Aggregate Measurement of Support (AMS), Peace Clause
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An Empirical Study on Inter Dependability of Firm’s Performance and
its Capital Structure with Reference to Oman Telecom Industry
Sushma & Dr. Yasir Arafat Elahi
An optimal capital structure (i.e. mix of debt and equity) is a crucial decision making domain for every business firm. The
decision plays a critical role not only because of the need to maximize total wealth, but also as it describes organization’s
ability to cope up and potential survival with its external and internal environment.
This paper focuses on the relationship between capital structure and firm performance of companies taken from telecom
industry from Oman. For study two topmost telecom companies of Oman i.e. OMANTEL and NAWRAS are being
considered. The Study indicates that there is a strong and positive relationship between firm performance and its capital
structure. Study shows a strong positive relationship between firm performance and two other determinants i.e. debtequity ratio (DE) and debt to total capitalization ratio (DTC ap) and also strong positive relationship between capital
structure and two determinants of firm performance i.e. ROCE and ROA while weak negative correlation is found between
capital structure and NPR. A linear regression model has been developed to estimate the effect of various determinants of
capital structure on firms’ financial performance.

and LTE networks. Mobile broadband penetration level
stands over 67% in 2014.

important growth in the existing customers globally.
(Mandhan, 2008)

Mobile messaging service has shown a downfall due to
the migration from SMS/MMS to messaging
applications in line with the proliferation of smart
phones, android and mobile Internet. In 2014 VoIP
services such as Whatsapp and Viber are permitted to
offer services in Oman, imparting more pressure on
telecom industry.

Study done by Adrian costae (2002) on the analysis of
the telecommunications sector found four performance
dimensions i.e. the profitability solvency efficiency and
liquidity. (costea, 2002)

Competition in the fixed broadband market commenced
when mobile Nawras began offering fixed line services
few years ago, along with the existing competitor
Omantel. In 2014 the Oman government reduced the
ownership of Omantel to 51%; by offering the sale in two
phases:
Phase 1 Offering private ownership.

Key Words: Firm’s performance, capital structure
Introduction
The capital structure of a firm means to the mixture of
debt and equity that a firm employs to finance itself. The
decision of right capital structure for a firm is to identify
the perfect combination of equity and debt which can
maximize the potential market value of a firm as well as
also contributes towards minimization of the cost of its
capital. There are various theories propounded by
different readers and scholars that help the firm to decide
their capital mix but ultimately it’s the firm’s own
decision to create the ratio of debt and equity as their
capital structure.
Modigliani and Miller's Irrelevance theory for
Capital-Structure
According to M&M capital-structure irrelevance
proposition there is no existence of taxes and bankruptcy
costs. That means, the weighted average cost of capital
(WACC) remains constant with changes in the firm's
capital structure and therefore the capital structure does
not influence a firm's overall value.
However this proposition faced various drawbacks
because of nature of its assumptions, like absence of
taxes, risk, bankruptcy costs, asset characteristics and
asymmetric information. On these facts rests the
development of other two mainstream theories used to
conceptualize capital structure, they are:
Trade off theory
According to this theory debt is comparatively cheaper
for a firm as it does not imply any form of risk-sharing
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and it can be collateralized. Therefore, a firm can lower
its weighted average cost of capital (WACC) through
leverage. Leveraging, however, also increases the
financial risk of the firm that must service its debt
regularly, unlike its equity. Therefore, a firm must
balance the benefit brought by lowering average cost of
capital against the increase in financial risk.
Pecking Order Theory
Pecking order theory was developed by Nicola Majluf
and Stewart C. Myers in 1984, the theory explains how
companies do their financing funding. According to
theory firms prefer to finance themselves internally with
the help of retained earnings; and when this source is not
available, the company issues debt and lastly they go for
equity issue.
Overview of Telecom Industry in Oman
Oman’s telecom industry has a healthy level of
competition, comprising of two main leaders as mobile
operators, Omantel and Nawras (rebranded as Ooredoo
in 2014) and a number of MVNOs; which have captured
over 10% of the mobile subscriber market share.
Oman telecom industry is highly developed with high
penetration levels indicating multiple SIM card
ownership. Subscriber’s growth is slowing however
with both operators reporting less than 10% growth each
for 2013. With the mobile voice market reaching
saturation; it has become even more important for the
operators to innovate and continue to develop the mobile
broadband market, underpinned by the launch of HSPA
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Phase 2 Initial Public Offering (IPO) which raised 204
million rials (US$530 million) for the Omani
government.
Telecom subscribers (in millions) in 2012 and 2014
Sector
2012
2014
Subscribers to telecoms services (million):
Fixed Broadband
0.80
0.134
Fixed-line telephony 0.31
0.39
Mobile phone
5.3
6.2
(Source: BuddeComm)
Literature Review
A study done by Dr. A. Prakash and Reeba Mathew on
financial evaluation of performance of
telecommunication sector with reference to omantel and
nawras utilized a methodology depending on secondary
data collected from the annual report of the respective
companies. Five years data have been analyzed and
examined the study shows that the growth of sales and
profit percentage are volatile and showing negative trend
in both the companies. The study revealed that
percentage of EBITDA in Omantel is relatively higher
comparing to Nawaras, however Debt capital in
Omantel is completely missing and therefore it might
lose the benefit of not having debt capital in the total
capital.
Shilpa Mandhan (2008) did a study on Equity analysis of
telecom sector she found out that there are two important
reasons this business grows. First is the capacity of the
company to provide services on global basis and they
attract new customers. Second is that there is anzz
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Research paper by Singh Sikarwar (2009) on financial
statement analysis of BSNL says that BSNL is having a
very tough competition among the private telecom
companies. And the cash position is decreasing. BSNL is
facing short of employees and the present employees
don’t work properly. This organization paid large
amount of taxes. This taxes leave over effect earning per
shares (EPS).
Kavaldeep Dixit and Neha Jain (2013) had done a study
on customer satisfaction for idea cellular in eastern
Rajasthan. Their objective was to find the perception and
preference of the customers of idea cellular. After the
analysis they found that the customers of idea cellular
are very satisfied with the services because the
organization is able to develop the service standards,
complaint monitoring cell and information cell that
provides the proper information on the idea products and
services. The development of information technology
has also helped the idea cellular to exploit the
opportunities.
According to Myers, (2001), there was no universal
theory on the debt to equity choice but noted that there
were some theories that attempted to explain the capital
structure mix. (Myers, 2001) cited the trade off theory
which states that firms seek debt levels that balance the
tax advantages of additional debt against the costs of
possible financial distress. The pecking order theory
states that firms will borrow rather than issue equity
when internal cash flow is not sufficient to fund capital
expenditure (Myers, 2001). The theory concluded that
the amount of debt will reflect the firms’ cumulative
need for external funds.
Brigham and Gapenski (1996) argued that in theory, the
Modigliani and Miller model was valid however in
practice, bankruptcy costs did exist and that these costs
were directly proportional to the debt levels in a firm.
This conclusion implied a direct relationship between
capital structure and financial performance of a firm.
In addition, Singh & Hamid, (1992) in their research,
used data on the largest companies in selected
developing countries and found that firms in developing
countries used more of debt finance in financing their
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growth than was the case in industrialized countries.
Abor, (2005) also found a positive relationship between
total assets and return on equity and that profitable firms
in Ghana depended more on debt as a main financing
option due to a perceived low financial risk.

1. To examine the degree and direction of relationship
between capital structure and firm performance
2. To analyze the impact of capital structure on financial
performance and vice versa.
3. To determine various determinants of capital
structure as well as firm’s performance.

Empirically, studies reporting a negative relation
between firm’s performance and capital structure seem
to be consistent with the predictions of pecking order
theory in contrast to the trade off theory. The pecking
order theory argues that pecking order behavior is
adopted when firms prefer to avoid costs related to
adverse selection and agency cost issues. In other words
firms in the first place prefer to opt for internal source of
retained earnings; if at all it has to opt for external funds
it prefers debt to equity. Myers (1984) and (Myers &
Majluf, 1984) Also the issuance of equity imply
involving external investors in the ownership structure,
therefore when a firm issues new shares investors may
believe the firm is overvalued and the managers may
take advantage of this asymmetric information as he
knows better about the firm’s risk level than the
investors. Myers (1984)

Firm performance is measured with the help of five
ratios namely, Net profit, Return on Capital Employed,
Return on Equity and Return on Asset, while capital
structure by debt equity ratio and debt to total
capitalization of firm.

Research Objectives

Determinants

The primary objective of the study is to find the impact of
Capital Structure on firm Performance for telecom
industry of Oman. Some secondary objectives are as
follows:

The present study consists of two main variables which
are capital structure (as independent variable) and firm
performance (as dependent variable). The measures are
as follows:

Variable
Capital Structure
Firm Performance

Research Methodology
Research Model

The following hypothesis is used for the study-

Data Analysis and Interpretation
ANOVA Test -ANOVA F-test is being used in order to
test the hypothesis to check the inter dependability
between various determinants of Capital Structure and
Firm Performance.

Between Groups
Within Groups
Total

FP = funcn (CS)
Where;

H0:-There is a no significant difference between capital
structure and firm performance.
H1:- There is a significant difference between capital
structure and firm performance
ANOVA

Sum of Squares
.053
.006
.059

df
7
2
9

Mean Square
.008
.003

F
2.473

Sig.
.318

FP = Firm performance and
CS = Capital Structure

Abbreviation Used
DE
DTCap
NPR
ROCE
ROA
ROE

Sample size - Sample size is two telecom companies of
Oman.

Research tools
Correlation: To study the relationship between various
determinants of firm performance and capital structure,
correlation analysis is used.
Regression: To create linear regression line regression
analysis is being used.
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To test the hypothesis one way ANOVA test is being
applied.

FP

Data collection - The data used for empirical study is
secondary data, collected from official financial
statements of telecom companies of Oman.
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Hypothesis

Performance of the company is dependent upon the
capital structure and it can be represented as follows;

Determinants
Debt Equity Ratio
Debts to Total Capitalization Ratio
Net Profit Ratio
Return On Capital Employed
Return On Assets
Return On Equity

Diagrammatic Representation of Research Model

ANOVA test
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From the above table it is clear that the calculated value
of F is 2.473 while the tabulated value of F (for degree of
freedom 7 and 2) is 9.4349, which shows calculated
value is smaller than tabulated value and hence the null
hypothesis is accepted i.e. there is no significant
difference between capital structure and firm
performance. Therefore it is clear that both these
variables are associated with each other.
Now in order to know the level of association between
capital structure and firm performance, correlation
analysis is being used.

Correlations
FP
CS
Pearson Correlation 1
.718*
Sig. (2-tailed)
.019
N
10
10
CS
Pearson Correlation .718*
1
Sig. (2-tailed)
.019
N
10
10
*. Correlation is significant at the 0.05 level (2tailed).
FP

The above table shows that there is very strong and positive relationship between capital structure and firm performance
with value of r as 0.718.
Correlation Analysis
Correlations

DE

Pearson Correlation
Sig. (2-tailed)
N
DTCap Pearson Correlation
Sig. (2-tailed)
N
NPR
Pearson Correlation
Sig. (2-tailed)
N
ROCE Pearson Correlation
Sig. (2-tailed)
N
ROE
Pearson Correlation
Sig. (2-tailed)
N

DE
1
10
.992**
.000
10
-.421
.226
10
.204
.571
10
.888**
.001
10

DTCap
.992**
.000
10
1
10
-.366
.298
10
.232
.518
10
.860**
.001
10
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NPR
-.421
.226
10
-.366
.298
10
1
10
.607
.063
10
-.501
.141
10

ROCE
.204
.571
10
.232
.518
10
.607
.063
10
1
10
.332
.348
10

Volume 5 • Number 2 • July- December, 2014

ROE
.888**
.001
10
.860**
.001
10
-.501
.141
10
.332
.348
10
1
10

ROA
.619
.056
10
.583
.077
10
-.585
.076
10
-.171
.637
10
.506
.135
10
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ROA

Pearson Correlation
.619
.583
Sig. (2-tailed)
.056
.077 .
N
10
10
**. Correlation is significant at the 0.01 level (2-tailed).
The above table shows that there is negative and
moderate degree of relationship between DE and NPR
but a high degree of positive relationship between DE
and the other two performance determinants i.e. ROE
and ROA. However the relationship between DE and
ROCE is weak but still positive.
Relationship between Debt to Total Capitalization Ratio
and Performance determinants

-.585
076
10

-.171
.637
10

.506
.135
10

1
10

degree of relationship between DTCap and NPR and a
high degree of positive relationship between DTCap and
the other two performance determinants, ROE and ROA.
The relationship between DTCap and ROCE is weak and
positive.
Relationship between Firm Performance and
determinants of Capital Structure

The above table shows almost same results with debt to
total capitalization ratio as well i.e. negative and weak
Correlations
FP
1

FP

DE
.723*
.018
10
1

Pearson Correlation
Sig. (2-tailed)
N
10
DE
Pearson Correlation
.723*
Sig. (2-tailed)
.018
N
10
DTCap Pearson Correlation
.712*
Sig. (2-tailed)
.021
N
10
*. Correlation is significant at the 0.05 level (2-tailed).
**. Correlation is significant at the 0.01 level (2-tailed).
The above table shows a high degree of positive
relationship between firm performance (FP) and the
other two determinants of capital structure i.e. DE and
DTCap with value of r as 0.723 and 0.712 respectively.

DTCap
.712*
.021
10
.992**
.000
10
1

10
.992**
.000
10

10

ROE

Pearson Correlation .873**
-.501
Sig. (2-tailed)
.001
.141
N
10
10
ROA Pearson Correlation .599
-.585
Sig. (2-tailed)
.067
.076
N
10
10
**. Correlation is significant at the 0.01 level (2-tailed).
The above table shows that capital structure has a strong
and positive relationship between two determinants of
firm performance i.e. ROE and ROA with value of r as
0.873 and 0.599 respectively. The value of r between CS
and ROCE is 0.222 which shows weak relationship but
Variables Entered/Removeda
Model
Variables Entered
1
DTCap, DEb
a. Dependent Variable: FP
b. All requested variables entered.

Relationship between Capital Structure and Determinants of Firm Performance:

Model Summary
Model
R
R Square
1
.723a
.523
a. Predictors: (Constant), DTCap, DE

Pearson Correlation
Sig. (2-tailed)
N
NPR
Pearson Correlation
Sig. (2-tailed)
N
ROCE Pearson Correlation
Sig. (2-tailed)
N
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CS
1
10
-.389
.266
10
.222
.539
10

NPR
-.389
.266
10
1
10
.607
.063
10
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ROCE
.222
.539
10
.607
.063
10
1
10

ROE
.873**
.001
10
-.501
.141
10
.332
.348
10
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ROA
.599
.067
10
-.585
.076
10
-.171
.637
10

Value of R square is 0.523 which shows 52.3% of
variance of firm performance is being contributed by
debt equity ratio and debt to total capitalization ratio but

Unstandardized Coefficients
B
(Constant) .451
I
DE
.447
DTCap
-.082
a. Dependent Variable: FP
FP=0.451 + 0.447*DE – 0.082DTCap
Variables Entered/Removeda
Model Variables
Variables
Entered
Removed
1
ROA, ROCE, Enter
ROE, NPRb
a. Dependent Variable: CS
b. All requested variables entered.

.506
.135
10
1

10
.506
.135
10

10

still positive one. But the relationship between CS and
NPR is weak and negative which shows an inverse
relationship between capital structure and net profit ratio
for a firm.
Regression Analysis
Method
Enter

Adjusted R Square
.387

Correlations
CS

1

Variables Removed
.

Coefficientsa
Model

This clearly explains that capital structure and firm
performance are directly proportional to each other with
high degree of inter dependability.

.332
.348
10
-.171
.637
10

Method
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Std. Error of the Estimate
.0636229

remaining 47.7% of variance is contributed by other
factors.
Linear Regression Model for Firm Performance

Standardized Coefficients
Std. Error
Beta
.031
.920
.990
.624
-.270

t

Sig.

14.435
.485
-.132

.000
.642
.898

Model Summary
Model R
R Square Adjusted Std. Error
of
R Square
the Estimate
1
.985a .970
.946
.0516127
a. Predictors: (Constant), ROA, ROCE, ROE,
Value of R square is 0.970 which shows 97% of variance
of capital structure is being contributed by four major
determinants i.e. NPR, ROCE, ROA and ROE however
remaining only 3% of variance is being contributed by
other factors.
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Linear Regression Model for Capital Structure
Coefficientsa
Model

Unstandardized
Coefficients
B
Std. Error
1
(Constant)
-.440
.117
NPR
1.968
.363
ROCE
-4.982
.986
ROE
3.480
.429
ROA
.224
.074
a. Dependent Variable: CS

Compliance and the Effects to Capital Structure,”
International Journal of Economics and Financial,
2.1, pp. 105-114.
Standardized
Coefficients
Beta

t

Year

-3.776
5.419
-5.053
8.110
3.043

1.530
-1.291
1.913
.304

Sig.

.013
.003
.004
.000
.029

Net
profit

Net
sales

EBIT

Total
Debt

Total
equity

Total
Assets

Total
Net
NPR
Liability income

ROCE ROE

ROA DE

DTCap FP

CS

171998
189132
197289
193865
202129

72373
85127
85230
76259
79184

48551
55050
21940
20939
27401

91720
143308
167519
180049
188547

45533
79373
74834
55818
48483

63241
86800
104896
103647
117520

46930
56903
54076
42139
37513

0.241
0.264
0.241
0.191
0.164

0.296
0.252
0.251
0.184
0.153

0.512
0.397
0.323
0.234
0.199

1.589
1.072
1.139
1.366
1.633

0.529
0.384
0.131
0.116
0.145

0.768
0.634
0.209
0.202
0.233

0.660
0.496
0.488
0.494
0.537

0.649
0.509
0.170
0.159
0.189

162326
143695
141933
204765
204954

19739
0
10836
0
0

355864
393306
510826
527662
564309

158544
146317
193177
219393
237868

115135
92283
123093
151718
143254

79195
56401
46770
131465
131493

0.629
0.603
0.515
0.282
0.274

0.349
0.285
0.201
0.231
0.218

0.223
0.143
0.092
0.249
0.233

1.024
0.982
0.735
0.933
0.862

0.055
0.000
0.021
0.000
0.000

0.171
0.000
0.088
0.000
0.000

0.556
0.503
0.386
0.424
0.397

0.113
0.000
0.055
0.000
0.000

NAWRAS
2009
2010
2011
2012
2013

41531
49980
47512
36976
33137

CS= (-0.44) + 1.968*NPR – 4.982*ROCE + 3.48*ROE + 0.224*ROA
OMANTEL

Findings and Conclusions
The paper studies the relationship of capital structure
and firm performance of telecom companies of Oman.
Study indicates that there is strong positive correlation
between capital structure and two determinant of
performance ROA and ROE and weak positive
relationship between capital structure and ROCE while
the other determinant of firm performance i.e. NPR is
negatively correlated with capital structure. A linear
regression model has been developed to estimate the
effect of variation in capital structure to the variation in
the firms’ performance and vice versa.
In the interim the result shows that there is positive and
high degree of relationship between firms’ capital
structure and its performance. This implies that
proportion of debt and equity in the capital structure
plays an important and vital role in overall performance
of the companies, which is against the proposition of MM model but in consensus with pecking order theory
which clearly explains that debt plays a important role in
firm performance.
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Case Study
Destination Sustainability: Specific focus on Ecotourism Destinations

Ecotourism and Environment accounting: Linkage

Proper measurement and monitoring is sin qua non for reducing unsustainableconsumption of resources. This is very
pertinent in case of environmentally sensitive destinations. This paper is an attempt to bring ecotourismdestinations
under the framework of environmental accounting in the context of Indian ecotourism scenario. The study suggests a
destination based framework to undertake environmentalaccounting as a pre cursor to the environmentalauditing at
destinations. The framework suggestsdestination and enterprise level accounting system under the supervision of local
self government, forest and wild life authorities. Study also cites the probable intervention areas of such mechanism and
future directions to ensure destination sustainability.

As the ecotourism is considered as one of the viable
option for communities in and around the protected
areas, of the country, and the Environmental Accounting
(EA) is identified as the one of the widely accepted
measurement means for national and local/enterprise
specific inventory of natural resources it would be
suggestive for the ecotourism destinations to opt for EA.
It may be noted that there is no such comprehensive
accounting mechanism existing for ecotourism
destinations where conservation and livelihood should
go hand in hand.

Key Words: Destination level accounting, Enterprise level accounting, Coordination committee, Environment
accounting

Why is Environmental Accounting Required in
Ecotourism Destinations?

Environmental accounting

Ecotourism is now a large part of the political lexicon of
tourism development, emphasizing on protected area
management and community development. While
analyzing the market potentials of ecotourism, reliable
information on ecotourist or visitation only to the
ecotourism destinations is lacking in both regional and
national level. This is one of the identified limitations of
this study also. Even then we can see certain projections
made by different researchers and organization globally.
The fact sheet of TIES based on its consolidated
projections states ecotourism began its proliferation in
1990s and has been growing 20% - 34% per year (TIES
2004). UNWTO (2004) estimates ecotourism and nature
tourism as growing three times faster than the global
tourism industry as a whole. The World Resources
Institute (1990) researches show that overall tourism has
grown 4% annually but nature travel is growing annually
in between 10% and 30%. Besides these, Steele (1995)
has cited that 10% of the international travels are
ecotourist. However Wight (2001) found an annual
growth of 7%-30% for ecotourism globally. Lew’s
(1998) survey among tour operators in Asia Pacific
region also found that ecotourism annually grows at a
rate of 10% to 25% in recent years.So it is imperative to
suggest a means of Physical accounting; to determine the
state of the resources of the destination and to integrate
the net change in natural resource sectors to the total
economic gains of tourism of the region. It also helps to
keep track of environmental progress; to promote
integration of environmental concerns into tourism
policy making: destination promotion, awareness
creation, review consumption and consumptive
behavior, promote conservation and endemism, reduce
stress on biodiversity, develop sustainable consumption
indicators for destinations, understand carrying

A.Vinodan & S. Meera

Environment protection and the conservation of natural
resources emerge as the keynational priorities in India
along with global sustainable development initiatives
like 1972 Stockholm Conference on
HumanEnvironment and 1992 Rio summit. During this
period large number of pro protection, impact
minimization polices/ programmes came in to practice
through legal and voluntary initiatives. Amongst this the
most prominent one is System of Environmental and
Economic Accounts initiated by United Nations (UN).
Despite these initiatives, there has been a requirement
for adesignated programme of action for sustainable
management of the environmental resources in the
country.
Environmental accounting can be defined as the
systematic description of interactions between
theenvironment and the economy by means of an
accounting framework. There is no unique model
forenvironmental accounting; approaches vary
according to purpose.Accounting frameworks prove to
be useful in developing indicators that measure asset
stocks andchanges including natural and human capital
stock. They are also powerful tools for
structuringstatistical data in an accounting logic and for
linking economic, social and environmental data in
bothphysical and monetary terms.
Ecotourism
Evolution of the concept of ecotourism is difficult to
trace on the basis of time. Fennel (1999) argues there is
no general agreement on who invented or first used this
phenomenon as ecotourism. He says it is evident that the
concept is appeared in the published material during
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1980s by citing certain pre fixation of eco with tourism
by taking from ecology, ecosystem for a label.
According to Orams the term ecotourism is related to
three different issues of tourism development. First, it is
a reaction on negative impacts associated with mass
tourism secondly it has developed in response to the
growth of tourism based on natural environmental
attractions and third as an outcome of growing
understanding and the acceptance of the principles of
environmental conversation and sustainability (Orams
1 9 9 5 ) . E v e n t h e n C e b a l l o s L a s c u r a i n ’s
conceptualization is widely recognized. According to
him tourism that involves “traveling to relatively
undisturbed or uncontaminated areas with the specific
objective of studying, admiring, and enjoying the
scenery and its wild plants and animals, as well as any
existing cultural manifestations (both past and present)
found in these areas”(Ceballos-Lascurain, 1996) refers
to eco tourism. The International Eco-tourism Society
(TIES) had also defined eco-tourism as “responsible
travel to natural areas that conserves the environment
and sustains the well being of local people”, and this is
widely accepted.
Initial reference on ecotourism states that it is a tool for
mitigating the mass tourism impacts and to approach the
destination in a different way. For that purpose different
resource appropriation strategies were suggested like
reducing the consumptive behavior or the modifying the
‘tourist syndrome’ in a more sustainable way. Different
action like travels lighter, encouragement to low emitters
and space to see one’s own impact on immediate
environment i.e. carbon footprints etc were suggested at
the destinations.

Volume 5 • Number 2 • July- December, 2014

VIEWPOINT

capacity, mitigate, adapt to or prevent tourism -induced
negative effects on the environment; identify
environmental services, stock of natural resources.
Cursory review of literature on eco-tourism reveals that
researchers have attempted to approach theoretically
accounting’s catalytic contribution to the Conservation
efforts. However, a review also reveals the paucity of
academic research to assess the connection between
accounting for ecotourism and its applications for
destination management and other sustainability
management programmes. In this context the purpose of
this paper is to provide the importance of accounting
systems for destinations i.e. local accounting system
(LAS) and for tourism enterprises at the destinations. In
tourism, particularly ecotourism, natural resources are
economically used by exploiting its aesthetic and
recreational values. The diversity, stock of faunal and
floral varieties its ecological values like climate control ,
pollution control, resilience etc also directly or indirectly
contribute to these values. So, it is imperative to have a
stock of these resources, and its uses, for a sustainable
ecotourism destination operation.
Ecotourism is considered as non consumptive use of
natural resource giving economic value to the
community concerned. In this context it can be pointed
that ecotourism brings environmental inputs and
environmental outputs. The inputs are the natural and
associated with cultural features in a particular
geographic place which serve as attractions for tourists.
It requires an accurate accounting of environmental and
social, as well as financial, costs as well as benefits.
Presently ecotourism seems to be the only major
economic operation in protected areas where
conservation and livelihood simultaneously exists. It is
only in nature based ecotourism that realistic
opportunity to produce positive environmental impacts
with socio economic consciousness exists. It is thus the
positive contribution to conservation, either directly or
through local communities, which makes ecotourism
worthy. A full-fledged cost and benefit accounting is
very important at destination as well as at enterprise
level. Integrated environmental and economic
accounting is acknowledged as an important instrument
for implementing a sustainability strategy; it would be
more useful to develop a specific accounting framework
and procedure for ecotourism destinations.
Environmental Accounting efforts in tourism sector
United Nations Conference on Environment and
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Development held in Rio de Janeiro in 1992
recommended that member countries implement
integrated environmental and economic accounting. The
UNSTAT subsequently initiated the development of a
revised system of national accounts- the System of
Environmental and Economic Accounts. The London
Group on Environmental Accounting was created in
1993 to provide an informed forum for practitioners to
share their experience in developing and implementing
environmental satellite accounts linked to the economic
accounts of the System of National Accounts.
In the case of Tourism, efforts for the development of a
Tourism Satellite Account (TSA) led to the publication,
in 2001, of the Recommended Methodological
Framework (TSARMF) for the development of a TSA,
jointly defined by the Commission of the European
Communities – Eurostat, the Organization for Economic
Co-operation and Development (OECD), the World
Tourism Organisation (WTO) and the United Nations
Statistics Division (UNSD) 3. The manual intends to
provide the basic guidelines for the regular national
production of statistical data on the effects of Tourism on
the economy on an annual basis in a way that is
internationally comparable, internally consistent and
presented within widely recognized macroeconomic
frameworks4.
The main purposes of the TSA are (TSARMF §.1.14):
• To analyze in detail all the aspects of demand for
goods and services which might be associated with
Tourism within the economy.
• To observe the operational interface with the supply
of such goods and services within the same economy
of reference, and
• To describe how this supply interacts with other
economic activities.
This manual provides useful inputs required for
environment accounting.
According to European System of National and
Regional Accounts (ESA 1995) “an account is a means
of recording, for a given aspect of economic life, the uses
and resources or the changes in assets and the changes in
liabilities during the accounting period, or the stock of
assets and liabilities existing at the beginning or at the
end of this period.” (ESA 1995 § 1.48). In the broader
domain of sustainable development, which requires the
consideration of economic, environmental and social
issues at the same time, there is no accounting
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framework comparable to the SNA or the ESA as regards
to the degree of standardization across countries and the
widespread adoption. Nevertheless, accounting
frameworks are increasingly adopted at the national
level to measure the interrelationships between the
economic, social and environmental dimensions. World
Resources Institute (WRI) has also developed a
methodology for natural resource accounts.
Environment accounting in the context of Indian
Ecotourism destinations
In India most of the protected are covertly or overtly
doing ecotourism business and this is continuing to
increase. This is more evident from the recent
notification of Ministry of Environment and Forest
(MOEF) calling for framing ecotourism policy by each
state.
In tune with OECD Pressure - State – Response (PSR)
Model suggested by United Nations Commission on
Sustainable Development (UNCSD) or Driving force –
Pressure – State– Impact – Response (DPSIR) model
used by the European Environment Agency,
Environmental Accounting (EA) can be organized by
making destination community as a vehicle. Community
participation is sin qua non for its success.
As Buckley (2009) pointed environmental accounting
techniques to compare and aggregate a range of different
positive and negative effects, is a topic which transcends
any particular industry or sector and is thus probably
beyond the scope of ecotourism research specifically.
However in the context of India, as the framework like
EDC/VSS is being employed for ecotourism the
conventional resource evaluation like Environmental
Accounting can be practiced in a more democratic way.
More over all most all ecotourism sites are managed by
Forest and Wildlife Department. The states like Kerala
has separate ecotourism directorate at state level whose
involvement at destination level is limited and all
activities are mostly managed by Forest and Wildlife
Departmentthough Forest Development Agencies
(FDA).
Generally low impact and conservation techniques like
low impact technology, fee and regulations are widely
practiced in ecotourism destinations and the experience
shows that these are not sufficient to get the stock of
resources.Adhering to code of ethics/destination codes,
effective and conservation based interpretation and eco
marketing etc. also have limited role in identifying the
impacts of the tourism and other human intervention.
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1. Identification of important pollutants/indicators for
major economic activities.

be considered the social costs of maintaining
environmentalquality.Environment accounting in
ecotourism destinations is a cumbersome task as it might
not be possible to account for all the resources available
in a particular destination. Apart from these there are
other inherent as well as procedural difficulties
associated with environment accounting in the context
of tourism destination:

2. Recording and costing of environmental sink.

• Non recognition of environment protection cost

3. Valuing degradation or the overuse of the sink
function

• Unidentified aesthetic value of the destination not
being recorded anywhere i.e. by local bodies, forest
and wildlife department etc.

The SEEAsuggests detailed accounts for the flow of
natural resources (e.g. minerals, energy), ecosystem
inputs (e.g. air, water) and residuals (e.g. solid waste,
effluents, emissions),consistent with the supply and use
tables of the SNA.

4. Accounting for environmental protection and other
defensive expenditure undertaken topreserve the service
function or prevent the overuse of the sink function of
the environment. Aggregate asset accounts of natural
resources can be developed reflecting the depletion of
natural resource and augmenting the concept of
'consumption of fixed capital' with "consumption of
natural capital". For this purpose,
The opening stock of the resource can be taken as the
economically exploitable quantity of reserves Available
at the beginning of the accounting period. In the period,
changes to this stock can result from direct economic
use/exploitation of natural assets such as extraction of
minerals, logging of Forests, fish catch, water
abstraction etc.
In the context of India, an institutional mechanism can be
worked out for conservation. Due to the more
democratic form of institutional mechanism i.e.
EDC/VSS existing in all ecotourism destinations in the
country it would be worthwhile to study their attitude
towards conservation.
Issues of environmental accounting in ecotourism
destinations:
The lack of adequate treatment of environmental issues
in conventional national economic
Accounts are reflected in the following features (Lutz
1993). First, although the depreciation ofmanmade
capital is adjusted against the value of production; no
such accounting is done fornatural capital such as
forests, water, air and soil which not only provide the raw
material forproduction but also render essential wasteabsorbing and life-supporting services. Second,
natural and environmental resources are generally not
included in balance sheets or assessed byenvironmental
quality indicators. Finally, clean-up costs are treated as
increases in the nationalproduct, which should instead
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• Usage of natural resource and its aesthetic value is
considered as revenue source, and there is no
depreciation provided to damage caused by human
intervention including tourism. If so such amount can
be used for conservation related and afforestation
programmes.
• Due to the absence of accounting, there is no room for
disclosure
• Direct and indirect contribution to destination
attraction cannot be measured.
Framework of environment accounting framework
for ecotourism destinations
Since integrated environmental and economic
accounting is acknowledged as an important instrument
for implementing a sustainability strategy, it would be
interesting to develop a specific accounting module
focused on Tourism and its interrelationships with the
natural environment. Such a methodological work can
build on methodological achievements now available
within official statistics.
Accordingly 2 levels of accounting are suggested:
• Enterprise Level reporting
• Destination Level reporting
Enterprise level reporting
All enterprises directly or indirectly relevant and related
to the destination operations are required to fulfill this.
1. Enterprise level: Mia and Patiarb (2001) stressed the
use of management accounting system in hotels. More
recently, Mongiello and Harris (2006) described the
design of managerial accounting systems in
multinational hotel companies. Moreover, Anderson and
Guilding (2006) emphasized the potential of competitorfocused practice to hotel business. Finally Burgess
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(2007) emphasized the major importance ofoutsourcing
accounting functions, particularly in the hotel
sector.Tourism is generally perceived as a private sector
activity, so environmentally sustainable practices are
viewed as the responsibility of individual firms or
departments. Moreover, there are increasing pressures
upon companies to act in an ethical and responsible
manner towards the environment. Environmental
accounting has also been recognized for providing the

Destination management organisation can have a
separate wing for simultaneous destination level and
enterprise level operations. DMOs can insist the
members to adhere the rules and regulations and ask
them to furnish all environmental cost and benefit
leading to environmental accounting.
As a part of destination accounting following needs to be
done:
• Stock of entire floral and faunal varieties of the
destination needs to be maintained on a regular basis
• Clear examination of endemic species including
endangered or extinction of any must be done.
• Conservation initiatives of all stakeholders including
local community and its cost.
• Survey of the progress of existing conservation
efforts must be done.
Environment Coordination Committee must perform the
following functions in the context of environment
accounting:
Account for:
• Use and depletion of natural resources
• Track the activities of guest and stakeholders

65

VIEWPOINT

means to assess and identify areas where compliance and
efficiency could be increased; ensuring sustainable
practices.Sustainable tourism and in particular the
tourism industry must take action in order to embody the
tenets of sustainable development. Environmental
auditing is a pragmatic tool for tourist operations to use
with the goal of attaining sustainable development
(Stabler 1995).
Destination Level Accounting:

• Prepare a local economic indicator i.e. GNP/GDP
• Prepare and implement a standardized procedure,
destination specific, assessment of impact resources
by all stakeholders
• Prepare and publish sustainable development report
of the destination by linking carrying capacity,
ecological economic and social dimensions.

As Buckley (2009) has pointed A more comprehensive
and accurate evaluation is perhaps beyond the capability
of any single analyst, and will require an organized and
simultaneous pooling of up-to-date field knowledge
from ecotourism researchers internationally; a multiauthored compilation of data from ecotourism
enterprises worldwide.
Future directions
Environment Ministry or Forest and Wild life
Department of the state concerned must insist on a
detailed report relating to usage of resources from
different destinations. This is expected to cover all
protected areas of the country because all these areas
have tourism programmes in their activity zone or in
buffer zones.
State can impose DMO or constitute as mentioned
earlier a committee at each destinations through FDA
and prepare such report based on proper accounting. The
report should contain destination level as well as the
consolidated performance at enterprise level. At the
Initial level, the enterprises can be asked to do voluntary
disclosure and gradually must be made
compulsory.These agencies can even adopt or modify
the provision of SEEA (System for Environmental
Economic Accounting) of UN on the basis of their
activities in specific ecotourism destinations.
Apart from the present green certification, eco- labeling
etc, at enterprise level self-regulation:
corporate/enterprise plan can be encouraged and in
destinations similar such attempts can be made.
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This will ensure:
• Controlled development and management of
destination including water, air, floral and faunal
varieties, and other aesthetic values
• Ensure sustainability of resources
• Social safeguarding by local community and
ensureproper livelihood options
• Qualitative study of destination values in terms of
social, cultural and aesthetic ground
• Conservation of endangered or rare resources
• Compensation levy for conservation or polluter pays
principle
• Provides a strong base for destination social
accounting
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