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1. Introduction

determinants of capital structure

2. Determinants of Capital Structure

2.1 Profitability

The main purpose of the present study is to examine the

determinants of the capital structure decisions in the Indian steel

industry. This study will be helpful to companies in steel

industry in determining the optimal mix of debt and equity

finance in order to maximize value and minimize cost. The

determinants of capital structure have been debated for many

years and still represent one of the main unsolved issues in the

corporate finance literature. Both theoretical and empirical

studies have generated many results that attempt to explain the

determinants of capital structure. Modigliani and Miller (1958)

were the first to discuss the corporate capital structure decisions

in a rigorous theoretical framework The main proposition of

MM is that, under a number of restrictive assumptions, the value

of a company depends upon its investment decision rather than

its financing decisions. These assumptions include the absence

of taxes, transactions and bankruptcy costs, equality of lending

and borrowing rates. After the seminal work of the MM,

theoretical and empirical studies on capital structure research

have focused on whether financial decisions become relevant if

these assumptions are relaxed. The studies developed since then

have been extended to incorporate new variables, such as taxes,

bankruptcy costs, agency costs, and information asymmetry

issues. The theories developed over a period of time suggest that

the capital structure affects firms' value. The research in the

capital structure field is dominated by two theories: the static

trade-off theory and pecking-order theory. Trade-off theory

states that capital structure is based on a trade-off between tax

savings from debt and stress costs of debt. The firms have an

optimal debt-equity ratio determined by weighing the benefits

of debt against its costs.

On the other hand, pecking-order theory states that firms prefer

to issue debt rather than equity if internal finance is insufficient.

According to pecking-order theory, in general it will be cheapest

for a firm to use from least to most expensive source of finance

in the following order: retained earnings, bank debt, bond

market debt, convertible bonds, preference capital, and

common equity (Myers, 1984). This order reflects the

motivations of the financial manager to retain control of the

firm, reduce the agency costs of equity, and avoid the seemingly

inevitable negative market reaction to an announcement of a

new equity issue.

This study examines the impact of five firm specific factors:

profitability, firm size, collateral value of assets, firm growth,

and non-debt tax shield on capital structure decisions of

companies in the Indian steel industry.

The remainder of this paper is set out as follows: in Section 2,

literature pertaining to is

reviewed. In Section 3, the methodology and data are outlined. In

Section 4, results are analyzed. In Section 5 summary and

conclusions are presented.

Review of literature suggests a number of factors, which are

likely to have an impact on companies' capital structure/leverage

decisions. This study chooses the five most commonly used

determinants of capital structure such as profitability, firm size,

collateral value of assets, growth, and non-debt tax shield. The

earlier studies which used these five factors for determining the

capital structure are: Titman and Wessles (1988), Rajan and

Zingales (1995).

The profitability is a strong point of conflict between the two

major theories of capital structure: static trade-off theory and

pecking-order theory. For static trade-off theory, the higher the

profitability of the firm, the more reasons it will have to issue

.

The Determinants of Capital Structure in the Steel
Industry: Evidence from India.

Dr. Liaqat Ali*

*Assistant Professor, School of Management Studies, Punjabi University, Patiala, Punjab

ABSTRACT

Keywords: steel industry, capital structure, India

This study examines the determinants of capital structure decisions of firms in Indian steel Industry. The sample covers 56

Indian steel companies listed on the Bombay Stock Exchange (BSE.) This study uses the five independent variables-

profitability, firm size, collateral value of assets, growth, and non-debt tax shield as determinants of capital structure

(leverage). The results of the study show that collateral value of assets and non-debt tax shields are having significant positive

impact on the leverage. Firm growth rate and profitability are irrelevant in determining the capital structure while firm size is

found to have negative impact on leverage and is statistically significant.



debt, reducing its tax burden. On the other hand, the pecking-

order theory suggests that if a firm is profitable then it is more

likely that financing would be from internal sources rather than

external sources. The results of Rajan and Zingales (1995),

Chen (2003), Gaud et al. (2005), Kim and Berger (2008), Gill et

al (2009) and Akhtar and Oliver (2009) support the pecking-

order theory that high profit firms use internal financing.

However, the static trade-off theory supports a positive relation

between leverage and profitability. The proxy used to measure

the profitability is earnings before interest and taxes divided by

total assets [PF].

Firm size has been found to be a positive determinant of capital

structure as indicated in Rajan and Zingales (1995), Gaud et al.

(2005), and Akhtar and Oliver (2009). These finding are

consistent with static trade-off theory. However, with respect to

the pecking order theory, larger firms are expected to have lower

information asymmetries making equity issue more attractive.

Rajan and Zingales (1995) also argued that the relationship

between firm size and leverage should be negative. The natural

logarithm of total assets is used as a proxy for firm size [SZ]

Firms having a large amount of fixed assets on balance sheet can

easily raise debt at cheaper rates because of the collateral value

of fixed assets. The collateral value of assets or tangibility of

assets, held by a firm has found to be a determinant of leverage

by Rajan and Zingalis (1995). In this study, the proxy used to

measure collateral value of assets is the ratio of value of net

fixed assets to total assets [CVA].

Firms with high intangible growth opportunities do not want to

commit themselves to fixed cost debt securities as their revenue

may not be available when needed. The results of Titman and

Wessels (1988), Rajan and Zingales (1995), Gaud et al. (2005),

and Akhtar and Oliver (2009) indicate a negative relationship

between growth opportunities and leverage. The proxy used in

this study to measure the company growth rate is the change in

total assets between two consecutive years scaled by previous

years total assets [GT].

Firms with higher non-debt tax shields are expected to have

lower leverage, as the tax benefits of leverage are relatively less

valuable (Akhter and Oliver, 2009). The tax deductions for

depreciation expense and investment tax credits compete with

the tax deduction of debt financing (DeAngelo and Masulis,

1980). The proxy used to measure non-debt tax shields is ratio of

annual depreciation expense scaled by book value of total assets

[NDTS].

In this study, ordinary least square regression model has

been used to measure the impact of five explanatory variables on

capital structure (leverage ratio) of Indian steel companies. That

is;

The functional form of the model is as follows:

The proxy used to measure dependent variable, leverage, is as

total debt (excluding trade credits, short- term accruals and

provisions) divided by total assets.

The sample of this study consists of 56 steel companies listed on

BSE whose published financial information for the period 2005-

2010 is consistently available on Prowess data base of Centre for

Monitoring of Indian Economy (CMIE).

Table 1 summarizes statistics of the dependent and independent

variables used in the regression models for the period of five

years from 2006 to 2010. It shows that average debt to total

assets ratio of Indian steel companies is 39.99%, profitability

rate is 8.739%, size (Ln total assets) is 6.037, growth rate is

29.210%, collateral value of assets is 40.284% and non-debt tax

shield is 2.608%.

Table 2 shows the correlation coefficients among the

independent variables used in the regression model for the

period of five years from 2006 to 2010. The highest correlation

value between two independent variables is 0.505 which shows

that multicollinearity should not be a problem for this penal data

set.

2.2 Firm size

2.3 Collateral Value of assets

2.4 Firm Growth

2.5 Non-debt tax shields

3. Methodology and Data

3.1 Method

3.2 Data

4. Results

pooled
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Variables Mean Std. Dev N

Leverage (LEV) .39932 .218692 280

NDTS .02608 .014613 280

Collateral Value (CVA) .40284 .186350 280

Growth (GT) .29210 .502307 280

Profitability (PF) .08739 .085723 280

Ln Size (SZ) 6.03729 1.890796 280

Table 1: Descriptive Statistics

Predictors NDTS CVA Growth Profitability Ln Size

NDTS

CVA

Growth

Profitability

Ln Size

1.000

.428

-.296

.040
.154

.428

1.00

.033

.073
.505

-.296

.033

1.00

.100

.074

040

.073

.100

1.00
.183

.154

.505

.074

.183
1.000

Table 2: Pearson Correlations between Independent Variables

LEVi,,t =á+â1 NDTSi t +â2CVAi t +â3 GTi,,t + â4 PFi,,t +â5 SZ+åi,,t

Where,
á =constant of theregression
â1 ,â2 ,â3 ,â4 , and â5 arecoefficientsof NDTS, CVA,GT,PF,andSZ, respectively

åi,,t =theerror term.
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Table 3 shows the results of the regression analysis. The value of

(R-square=0.234) shows that the five variables: profitability,

firm size, collateral value of assets, growth, and non-debt tax

shield explain about 23.4% of variation in the dependent

variable, leverage. The results in the Table 3 indicate that

collateral value of assets is the most significant variable in the

model which has a highest positive t-ratio of 6.317 in the model

with a very low p-value of 0.000. The results of the study support

the predictions of static trade-off theory that debt financing

should increase in firms with high level of collateral value of

assets. The collateral value of assets, held by a firm has also been

found to be a determinant of leverage by Rajan and Zingalis

(1995).

Non-debt tax shield is also estimated to have a significant

positive impact on leverage. This result contradicts with the

prediction of DeAngelo and Masulis (1980) who argue that tax

deductions for depreciation and investment tax credits are

substitutes for the tax benefits of debt financing. This is also in

contrast with the results of empirical studies DeMiguel and

Pindado(2001) and Ozkan (2001) who found an inverse

relationship between non-debt tax shields and leverage.

Firm size is found to have negative relationship with leverage

and is statistically significant. However, Rajan and Zingales

(1995), and Akhtar and Oliver (2009), report a positive

relationship between firm size and leverage.

No significant relationship between the growth opportunities

and the leverage was found.

However, the positive association between growth and leverage

is in contrast with Rajan and Zingales (1995), and Akhtar and

Oliver (2009).

Similarly, profitability is found to have a positive relationship

with leverage and is not statistically significant. Petersena n d

Rajan (1994) also found a positive relationship between capit

al structure and profitability of the firm. However, Rajan a n d

Zingales (1995), Akhtar and Oliver (2009), and Chak

raborty (2010) report a negative relationship between lever

age and profitability.

This study examined the determinants of capital structure

decisions of 56 Indian steel companies listed on Bombay Stock

Exchange. The findings of this study contribute towards a better

understanding of financing behaviour of Indian steel

companies. The results show that the collateral value of assets is

the most significant determinant of capital structure in Indian

steel companies. The leverage increases with increase in the

proportion of fixed assets in total assets of Indian steel Industry.

The results of the study support the predictions of static trade-off

theory that debt financing should increase in firms with high

level of collateral value of assets.

Growth rate and profitability are irrelevant in determining the

capital structure. Whereas non-debt tax shields are found to

have significant positive impact on leverage. This result is in

contrast with the prediction of DeAngelo and Masulis (1980)

who argue that tax deductions for depreciation and investment

tax credits are substitutes for the tax benefits of debt financing.

Firm size is found to have negative relationship with leverage

and is statistically weak significant.
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Introduction to Human Resource Management

Organisations have realised the importance of Human Resource

Management. They perceive Human Factor a great source of

competitive advantage. HRM as a field has evolved over a

period of time. What was treated as a staff function is now looked

as a Profit Center. Orgnisations are now giving emphasis to the

employees of the organisation & do not hesitate in investing in

human resources. The role of the HR manager has changed over a

period of time. In 1970s, the job of the HR manager was to keep

their companies out of court & in compliance with the increasing

number of regulations governing the work place. In the 80s, HR

managers had to address staffing costs, Selection & Staffing.

With the Globe becoming a small village, HR manager is now

busy in retaining & engaging workforce. We can see the shift

from administration to Labor relations to personnel management

to Human Relations.

To look at HRM more specifically, it is a process consisting of

four functions- Acquisition, Development, Motivation and

Maintenance of human resources. The acquisition function

begins with Human Resource Planning. The acquisition function

encompasses activities related to recruiting employees, selecting

them & finally placing them. The development function can be

viewed along three dimensions. The first is employee training,

which emphasize skill development and the changing of attitudes

among workers. The second is management development which

concerns itself primarily with knowledge acquisition and the

enhancement of an executive's conceptual abilities. The third is

career development, which is the continual effort to match long-

term individual and organizational needs. The motivation

function begins with the recognition that individuals are unique

and that motivation techniques must reflect the needs of each

individual. Within the motivation function, alienation, job

satisfaction, performance appraisal, behavioral and structural

techniques for stimulating workers performance, the importance

of linking rewards to performance, compensation and benefits

administration, and how to handle problem employees are

reviewed.

The final function is maintenance. In contrast to the motivation

function, which attempts to stimulate performance, the

maintenance function is concerned with providing those working

conditions that employees believe are necessary in order to

maintain their commitment to the organization. Maintenance of

human resources, encompasses HRM activities related to

employee benefits, safety and health, and worker-management

relations. Human resource maintenance activities related to

safety and health usually entail compliance with Government

Selection & Staffing Practices in Small & Medium
Enterprises (SME) in Nagpur Region.

Dr. Rajiv Bramhanand Khaire*

*Assistant Professor, Department of Management Technology, Shri Ramdeobaba Kamla Nehru Engineering College, Nagpur.

ABSTRACT -
Human Resources are the most important assets of the organization. No organization can accomplish its objectives without the
presence of competent personnel. Human Resource Management is the body of science that co relates the existence of able human
resources & the success of the organization. Developed & developing nations alike have depended largely on Small Scale
Industries. Traditionally, SSI has played a major role in the GDP of any economy. They have lion's share in the context of Indian
Exports. The current paper tries to understand the awareness of HR practices in SME's in Nagpur (India) region. It also tries to
identify current Selection & Staffing Practices being implemented in the organization.
The major objectives of this Research are mentioned below:
To investigate the understanding of SME entrepreneurs regarding HRM activities. To investigate the Selection & Staffing practices
followed in SME. The researcher has used Testing of Hypothesis as a statistical tool for interpretation.Null Hypothesis: SME
organisations implement best Selection & Staffing practices in the orgnisation. Alternate Hypothesis: SME organisations do not
implement best Selection & Staffing practices in the orgnisation. The data is collected with the help of a Questionnaire which
comprised of Close ended statements. The researcher has personally visited 100 companies in order to collect the data. It was found
that not only the majority of the organisation had any system followed for recruitment but they lack a suitable Employment policy at
the outset also. Recruitment was done in haphazard manner. While offering any employment, entrepreneurs do not pay any heed
for scientific selection tools & techniques.

Key Words: Human Resource Practices, Small & Medium Enterprises, Recruitment & Selection
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laws that protect employees from hazards in the workplace.

The function of Acquiring Human resources is assisted by sub

system of HR which is Recruitment & Selection. It is the process

that follows Human Resource Planning & ends with the

placement of the candidate. Recruitment and selection are two

crucial steps in the HR process and are often used

interchangeably. There is, however, a fine distinction between

the two steps. While recruitment refers to the process of

identifying and encouraging prospective employees to apply for

jobs, selection is concerned with picking the right candidates

from a pool of applicants, Recruitment is said to be positive in its

approach as it seeks to attract as many candidates as possible.

Selection, on the other hand, is negative in its application in as

much as it seeks to eliminate as many unqualified applicants as

possible in order to identify the right candidates.

This sub system of HRM has a definitive process & is followed in

a step by step process. Before any organisation initiates its

acquisition process, it has to have Job Analysis done. It is then

supported by Human Resource Planning before it identifies

people to be on board. There are different sources of recruitment

that can be exploited by the organisation depending upon its

overall strategy. Selection is done after a prospective employee is

put through a rigor which comprise of Application Blank, Initial

Interview, Selection Test, Final Interview & ultimately Medical

Test followed by reference checking. There are various factors

based on which the organisation will take a decision to follow all

the steps in the rigor or restrict to one or two step. Once the offer

letter is given to the employee, it is the duty of the organisation to

place the right man at the right place. Organisation has to

undertake a process called socialisation to welcome the new

employees.

Small & Medium Enterprises (SME) has always been the engine

of growth for every country, in developed as well as in transition

economies. Their role in building a solid industrial base can be

gauged from the fact that they represent over 80 percent of

industrial enterprises of most developing countries. They, along

with micro enterprises, have been identified as high potential

sector for employment generation and source of livelihood to

millions of people in Asian, African and Latin American

countries. The same is more or less true about other developed

economies.

SME constitutes the bulk of the industrial base and also

contributes significantly to the exports as well as to the Gross

Domestic Product (GDP) or Gross National Product (GNP). In

the United States, as per statistics published by the Small

BusinessAdministration, Small & Medium Enterprises represent

99 per cent of all employers and 52 per cent of the private work

force. They provide virtually all the net new jobs and provide 51

per cent of private sector output and 96 per cent of all export of

goods. These figures are similar in many other industrialized and

developing countries around the world. Many developed

economies owe their industrialization to Small and Medium

Enterprises. Around 99 percent of seven million units in Japan,

one of the most industrially advanced nations of the world, are

Small and Medium Enterprises. They account for about 80

percent of total employment of around 55 million persons.

Around 52 percent of the Japanese total exports emerge from this

sector. There is ample evidence to suggest that the sector plays an

important role in the industrial development of the country

through a sustained process of technological up gradation &

quality improvement in future.

Small scale sector has remained high on the agenda of all political

parties, intelligentsia and policy makers since Independence, as a

legacy of Gandhian philosophy. The special thrust to this sector

has been with the multiple objectives of employment generation,

regional dispersal of industries and as a seedbed for

Entrepreneurship. The contribution of Small & Medium

Enterprises (SME) has been remarkable in the industrial

development of the country.

Over the years, the SME sector in India has continued to remain

an important sector of the economy with its noteworthy

contribution to the gross domestic product, industrial production,

employment generation and exports. As per the Third All India

Census of SSIs (2001-02), there were 10.52 million SSI units in

the country, of which 1.37 million were registered and 9.15

million unregistered units. For the year ended March 2004, the

said number increased to 11.52 million, providing employment

to 27.40 million persons and contributing an output of over Rs.3,

480 billion in FY2004. Production of SSI has seen a sharp rise

over the years.

Employment which is the biggest advantage of SSI has also risen.

The number of people employed in SSI has shown increase

despite the technological innovations.

SME have been cynosure for all policy makers. Even social

scientists are interested in SME. This phenomenon is prevalent

across the globe. As far as India is concerned, SME is seen as an

important driver for economic development. SME sector has

been catching the fancy of Indian policy maker for quite some

time.

There are number of Committees that were formed viz.

S.S.Kohli, S.L.Kapoor, S.P.Gupta, Nayak, & Abid Hussain

Committee. The focus of the reports submitted by theses

Committees was more on Finance paradigm of SME. Efforts

were taken by other scientist in order to understand other facets of

SME. But there is little attempt to understand the Human factor in

SME in general & Selection & Staffing practices followed by

SME in particular.

In countries like Great Britain, Belgium, Vietnam, Netherlands,

Denmark, New Zealand there have been an effort to unravel the

HR factor & its contribution to the organisation in respective

companies. There have been many researches done to understand

Selection & Staffing

Introduction to Small & Medium Enterprises

MSME & India

Research Methodology

Literature Review
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the Selection practices of SMEs by Deshpane & Golhar(1994),

Barber et al(199) & Carroll et al (1999). During the different

surveys it was found that SME follow very informal selection

policies. Although during the many surveys it was found that

finding competent people is the toughest task, SME's do not pay

any heed to the suggestions of using more formal methods of

selection.(Stewart & Knowles, 2000). The research was

conducted to validate the results of the different survey that was

conducted across the globe.

This research is a serious attempt to understand the know how in

Small & Medium Enterprises in Nagpur Region with reference to

Human Resource Management in general & their practices with

respect to Selection & Staffing in particular. The overall

objective of this research is to investigate to what extent SME

entrepreneurs are aware about the HRM practices in Nagpur

region. SME which are into manufacturing of goods are chosen

as the research context.

The major objectives of this Research are mentioned below:

To investigate the understanding of SME entrepreneurs

regarding HRM activities

To investigate the Selection & Staffing practices followed in

SME

For the ease in analysis the investigator has formulated some

hypothesis, which will either be accepted or rejected after the

complete analysis of the data after surveying. The hypothesis for

the analysis of data collected by survey is:

SME organisations implement best Selection

& Staffing practices in their orgnisation.

SME organisations do not implement

best Selection & Staffing practices in their orgnisation

The study covers the whole of the geographical area of Nagpur

region & the SME lying in that region. Furthermore, the

industrial region of Nagpur is divided into four areas viz. Hingna,

Butibori, Kalmeshwar & Uppalwadi.

The universe conceptually is the aggregate of all units possessing

certain specified characteristics on which the sample seeks to

draw inferences. The universe of this research consisted of

industries that were registered with District Industries Center of

Nagpur. As per the records with DIC in Nagpur region, there are

6500 & 499 Small & Medium Enterprises respectively which

were into manufacturing & providing services. Out of which 100

companies are actually targeted for the purpose of the study.

It is the list that covers all the sampling units. Database of Small

& Medium Enterprises that were registered with District

Industries Center Nagpur was used as the Sampling Frame. The

information was collected from File No. 31 to File No. 38. The

information that was collected by the researcher is done with his

discretion that is discussed below.

The information that is collected is only of those organisations

which were undertaking manufacturing activities.

With the discretion of researcher, he is able to collect the

information pertaining to Industries that were situated in Four

Industrial belts of Nagpur i.e. Hingna, Butibori, Kalmeshwar &

Uppalwadi. The researcher could collect the information of 586

Industries regarding SME in the four areas listed above.

The researcher has used Non probability sampling method in

order to select 100 industries which represent the four areas

disproportionately. Convenience sampling was used to take the

decision of the final 100 Companies.

Primary Source of data was collected through the questionnaire

that was designed keeping in mind the objectives of the research.

Various Journals, magazines & websites were used as Secondary

sources of data.

The researcher has used questionnaire for the purpose of

collecting the information. The tool consisted of 13 statements

pertaining to the factors that were specifically identified for the

purpose of the study. The respondents were asked to give the

replies to indicate his agreement or disagreement with each

statement in the instrument. Each response is given a numerical

score indicating its Agreement or Disagreement. The response is

recorded on a scale of 1(Strongly Disagree) to 5 (Strongly

Agree), 3 being doubtful, 4 Agreement & 2 Disagreement. The

numerical score was reversed for negative statements used in the

questionnaire.

The first 9 statements were pertaining to the factors viz. Selection

& Staffing, Organisation Design, Human Resource Planning,

Selection & Staffing, Compensation Benefits, Employee

Assistance, Labor Relations, Communication, and Employee

Involvement to check the awareness of HR practices. The last 4

statements were pertaining to Selection & Staffing to check the

policies that are being implemented; of which two were positive

& two were negative. The scores for these four statements were

recorded accordingly.

The researcher has used Structured Scheduled Interview

technique for getting the information relevant to the study. The

selection of samples has already been discussed. The

researcher has met personally all the 100 respondents at the

designated place. The purpose of the visit was made clear in

the initial few minutes of the meetings & then actual responses

pertaining to the statements was recorded by the researcher.

Objectives of the Study

Hypothesis of the Study

Null Hypothesis:

Alternate Hypothesis:

.

Scope of the Study

Universe of the Study

Sampling Frame

Sampling Units

Sampling Technique

Sources of Data

Research Tool (Questionnaire)

Administration of Questionnaire

�

�



DEMOGRAPHY OF THE RESPONDENTS

Table 1

DataAnalysis & Interpretation

1)Awareness of HR practices

TABLE 2

ONE WAY CROSS TABULATION OF THE

PARAMETERS

TABLE 3

DESCRIPTIVE STATISITCS OF THE PARAMETERS

2) Practices with reference to Selection & Staffing

The above table provides information regarding the SME

establishments that were contacted for the purpose of this study.

44% of the SME establishments were Private Limited companies

closely followed by Proprietorship concern with a share of 31 %.

Very small percentage i.e. 7 % of the respondents was Public

Limited Companies. More than three fourths of the total 100

Companies were not ISO Certified. Close to 35 % of the firms

had number of employees in the range of 0 -10.

Majority of the firms were set up in the last two

decade. In the sample, 85% of the firms have come

into existence in the last two decades. The increase

in the numbers can be attributed to the LPG regime

of the then Finance Minister Dr. Manmohan Singh.

Asmall 3 % of the firms are existing since 1960.

The data that was collected was treated in different ways. The

analysis can be divided in two parts. First part will deal with

awareness of HR practices by SME & second part will focus on

Selection & Staffing practices in SME. In order to analyse the

data the researcher has used SYSTAT, Statistical Software

package.

The first table provides one way cross tabulation of all the

parameters. The second table provides a good understanding of

the different statistics viz. Mean, Standard Deviation which will

help us in taking some decisions regarding the data that is

collected. The tables & a brief description are provided below.

As can be seen from above the frequency for the responses 1 & 2

are very less of all the parameters. The responses for 1 & 2 are 17

% or less for all the parameters. This signifies that 83 % of the

responses are spread over 3, 4, & 5. The responses for 5 ranges

from total of 17 to 45 % of all the respondents for all the

parameters. The trend of responses is that the respondents tend to

agree with the statements mentioned in the Questionnaire.

Aclose look at the table provides an insight into the responses for

the ten parameters with reference to Arithmetic Mean & their

variability. Majority of the parameters show very good scores on

the HR practices which is evident from the score of Arithmetic

Mean & also looking at the value of Standard Deviation. Of all

the parameters Compensation Benefits & Employee

Involvement are the lowest scores. Incidentally the Standard

Deviation of these two parameters is also on a high side. Except

the two said parameters, rest all have score of 4 or more, as far as

Arithmetic mean is concerned & the Standard Deviation range

from as low as 0.522 to 0.841

Table5 provides test statistic w.r.t the parameter Selection &

Staffing. Table 6 provides the frequency distribution of the scores

F-Frequency, CF-Cumulative Frequency, TND-Training

&Development, OD-Organisation Design, HRP-Human

Resource Planning, SNS-Selection & Staffing, CB-

Compensation Benefits, EA-Employee Assistance, LR-Labour

Relations, C-Communication, EI-Employee Involvement

TND- Training &Development, OD-Organisation Design,

HRP-Human Resource Planning, SNS-Selection & Staffing, CB-

Compensation Benefits, EA-Employee Assistance, LR-Labour

Relations, C-Communication, EI-Employee Involvement
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Factors

Public Limited 7

Type of Organisation

Private Limited 44
Proprietorship 31
Partnership 18

TOTAL 100

ISO Certification

Yes 22
No 78

TOTAL 100

Number of Employees

0 - 10 35
11 - 60 50
61 - 300 13
301 & above 2

TOTAL 100

Year of Establishment

1960 – 70 3
1971 – 80 4
1981 – 90 8
1991 – 2000 55
2001 & onwards 30

TOTAL 100

Paramet

er/ TND OD HRP SNS CB EA LR C EI

Respons

es F

C

F F

C

F F

C

F F

C

F F

C

F F

C

F F

C

F F

C

F F

C

F

1 0 0 0 0 1 1 0 0 4 4 1 1 4 4 1 1 3 3

2 1 1 6 6 4 5 0 0 1
4

18 1 2 2 6 1 2 1
4

17

3 0 1 3 9 2 7 3 3 1
1

29 4 6 5 11 0 2 1
0

27

4 5
4

55 6
3

72 7
2

79 6
4

67 5
4

83 6
9

75 6
8

79 7
6

78 6
3

90

5 4
5

10
0

2
8

10
0

2
1

10
0

3
3

10
0

1
7

10
0

2
5

10
0

2
1

10
0

2
2

10
0

1
0

10
0

Parameter/Statistics TND OD HRP SNS CB EA LR C EI

N of Cases 100 100 100 100 100 100 100 100 100

Minimum 2.000 2.000 1.000 3.000 1.000 1.000 1.000 1.000 1.000

Maximum 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000 5.000

Arithmetic Mean 4.430 4.130 4.080 4.300 3.660 4.160 4.000 4.170 3.630

Standard Deviation 0.555 0.734 0.692 0.522 1.047 0.631 0.841 0.570 0.950



Statistics

Selection & Staffing

N Valid 100

Missing 0

Mean 3.0650

Median 3.0000

Mode 3.50

Std. Deviation .74079

Variance .549

Minimum 1.50

Maximum 4.75

Percentiles 25 2.5000

50 3.0000

75 3.5000
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of 100 companies. It provides an insight into average

scores each of the 100 companies have got for the

factor. The average scores have been computed based

on the responses they have given to the statements

pertaining to Selection & Staffing. The table is

followed by the Figure 3which provides same

information in the form of Bar Charts.

From the above, it is clear that the mean score is 3.0650 & mode is

3.50. It is also clear that the maximum frequency of the responses

i.e. mode 3.50 is 21. After closer scrutiny it is also seen that

around 59 % are less than or equal to response 3. Hence at the

outset one can say that Selection & Staffing function is not given

proper attention in SME. It remains to be seen whether Test of

Hypothesis justify the opinion.

ans that Researcher is 95 %

confidence in coming out a decision with regards to Null

Hypothesis.

Further a Two Tailed Test is used which will be based on Sample

mean & it will be compared with Hypothesised mean. For the

research purpose, we consider the test statistic that Sample mean

is not equal to Hypothesised mean (3.250).

The Z value after computation is 2.497. It is lying in the rejection

Area. Hence we can reject the Null Hypothesis & accept the

Alternate Hypothesis i.e. SME organisations do not implement

the best Selection & Staffing practices.

After looking at the tables above, it can be concluded that SME

establishments are aware about the different current facets of HR.

This is in contrast to the general perception that they are unaware

about this function. For the factor Selection & Staffing, the

researcher after survey found that the Selection & Staffing in the

organisations lacked serious approach.

The selection process involves the function of selecting the right

employees at the right time. The selection process involves

judging candidates on a variety of dimensions. To do this

organisations rely on one or more number of selection devices,

including application forms, initial interviews, reference checks,

tests, physical examination The recruitment and selection

Table 4

Table 5

Figure 3: Frequency Distribution for Selection & Staffing

Table 6

One-sample z-Test of Selection & Staffing with 100 Cases

Ho: Mean = 3.250 vs.Alternative = 'not equal'

Conclusion

Test of Hypothesis is a scientific process in order to ascertain

something. It is being conducted with Level Of Significance, á

identified as 0.05 which me

Selection & Staffing

Frequency Percent
Valid
Percent

Cumulative
Percent

Valid 1.5 1 1.0 1.0 1.0

1.75 8 8.0 8.0 9.0

2 5 5.0 5.0 14.0

2.25 4 4.0 4.0 18.0

2.5 11 11.0 11.0 29.0

2.75 6 6.0 6.0 35.0

3 20 20.0 20.0 55.0

3.25 4 4.0 4.0 59.0

3.5 21 21.0 21.0 80.0

3.75 3 3.0 3.0 83.0

4 10 10.0 10.0 93.0

4.25 6 6.0 6.0 99.0

4.75 1 1.0 1.0 100.0

Total 100 100.0 100.0

Mean 3.065

95.00% Confidence Interval 2.920

Assumed Standard Deviation 0.741

Z -2.497
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strategies used in the sample organisations are crude without any

scientific base. The application blank and interview are the most

frequently used selection techniques. Newspaper

advertisements, Recruitment Consultants, Campus Interviews

are seldom used for selection of prospective employees.

Recruiting through staff, family and friends are the only

recruitment techniques that are rampantly used. Even gate

crashers are entertained by most of the organisation. As for the

selection techniques there is hardly use of any scientific

technique. Employees are selected on the basis of face value

without understanding his potential. Often there is a mismatch of

sort between what organisation is expecting & what an individual

has to offer. The process is also marred by not having clear

standards of qualification & attributes. Before employees are

hired, job design and discretionary space of decision-making in

the firm should be determined. SMEs often abstain from any

systematic and professional approach when selecting new

employees. They rarely use any long-term planning of human

resource requirements, job profiles and other related issues, and

usage of formal selection instruments is normally limited to the

conducting of interviews. The decision for recruitment &

selection is taken by the Entrepreneur himself in most of the

cases. Hence the decision of selecting an employee is solely

based on a single individual. There is hardly any involvement

from the Supervisor in recruitment & selection. In order to be

successful enterprise, it is imperative to have quality of personnel

& this could be achieved by incorporating scientific techniques

for recruitment & selection. Use of different selection Tests will

help the organisation to understand the potential of the

prospective employee & will guide it to utilize them effectively.

Induction Program is very essential for new employees. For new

employee a written Orientation program should be designed &

implemented. Majority of the organisations did not have

Induction Program also. The new employees were directly put on

the job without making them familiarise with the work situation.

While asking them to do a particular task, there was no

investigation into whether he is competent & interested in taking

care of the responsibilities.

The scope of the present study is limited & hence there are ample

opportunities for the researchers to execute a similar study in

different geographical location of India. This may also validate

the research findings of the current study. The research was

conducted in urban region i.e. Nagpur. The research is primarily

composed of 100 firms. Hence a study that will come out with the

Selection & Staffing practices being implemented in the rural

SME will be worth putting efforts. Following are few questions

that may act as a basis for future research.

What is the relationship between firm profitability and turnover

of employees?

What differences exist, if any, between rural SMEs and urban

SMEs in HRM practices?

The results of such research questions regardless of outcomes

may clarify relationships for the benefit of both academicians and

practitioners.
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Introduction:

Research Methodology:

DataAnalysis:

The service industry is booming around the world and the cutting

edge competition poses challenges before decision makers in

service sector. Marketers are finding out competitive

differentiation to combat with cutthroat competition for survival

and growth. Various reforms are on test to increase productivity,

quality and service provided by an organization. With the help of

information technology organizations are also making an effort

to find out competitive edge.

Present article probe in one of these management reforms based

on Information Technology is customer relationship

management. The study is conducted with respect to hotel

industry in a sub urban location i.e. Satara. The article is an effort

to find out relationship management efforts made in hotel

industry at sub urban places viz. Satara.

Present study has been undertaken

with an objective to find out existing ways of relationship

management of different types of hotels and to suggest a simple

model of customer relationship management. A study is

inferential descriptive in nature. The exploration is also

attempted to find out variables to be considered in CRM in

regards to Hotel industry. A detailed close-ended structured

schedule was prepared by researcher to execute on samples to

assess existing CRM scenario in sample hotels. Sample units

were different types of hotels. Non-proportionate convenient

stratified sampling technique was used to select the samples and

sample size was 37 hotels. The registered hotels in Satara district

are 2842 as on March 2009. The study was conducted in nine

major towns in Satara district viz. Satara, Phaltan, Vaduj,

Koregao, Karad, Mahabaleshwar, Panchgani, Wai, Medha,

Umbraj. Study was conducted during 2008-2009. The data has

been analyzed through simple statistical tools as percentages and

weighted average method. Hotels are classified on the basis of

location they situate hence sample units are taken as per

classification of hotels. Sample Units for this study were,

Downtown hotel, Resort hotel and Star graded hotel.

Downtown hotel is generally located in the heart of city, Resort

hotel is Located at an outside city limits, Star graded hotel is most

luxurious and conveniently located and provides all the modern

facilities for accommodation and recreation matching

international standards in hospitality. Other hotels are also

studied which does not cover the aforesaid hotels but provide

lodging or/and boarding facilities in the hotel.

The data is classified for the analysis as follows:

Table 1

Sample Distribution of Hotels:

Source :( Compiled by researcher)

D = Dinning L= Lodging

In all thirty seven samples are studied. Stratification of sampling

is used to ensure representation of all types of hotels.

CRM in Hotel Industry in Satara District.
Dr. Sarang Bhola*
Rajashri Chavan**

*Associate Professor, Kamaveer Bhaurao Patil Institute of Management Studies and Research, Satara.
**Lecturer, Kamaveer Bhaurao Patil Institute of Management Studies and Research, Satara.

ABSTRACT:

Service sector has emerged as third and important sector in Indian economy. It has brought phenomenal changes in standard of
living and lifestyle of citizens. The cutting edge competition poses various management challenges before decision makers in
service sector. Marketers are finding out competitive differentiation to survive and growth. CRM is the tool has been using by
service firms to manage the relationship of customers. CRM is not merely a technology but a management reform used by
management and helps to reduce the gap between firm and customers. Present article probe into different aspects of CRM with
reference to hotel industry in Satara, state of Maharashtra.

It has found that hotels though studied from different categories are found to manage in convential way. Only one hotel found to
use CRM software. Majority of the hotels i.e. 86% keeps record of customers and 50% keeps record with the help of computer. 3%
hotels keep the records both manually and computerized as well. On the basis of present scenario researchers have prescribed the
possible contains of CRM software. The data such collected from customers and processed with the help of CRM software may be
used in varied ways as to identify most profitable customer cluster, integrate marketing efforts to minimize service quality gaps,
determine basis to build strong relationship with customers and the like.

Key words: CRM, Hotel, Relationship Management, Satara.

Sr Location Downtown Resort Star graded Other Total

D L Both D L Both D L Both D L Both

1. Satara
District

3 6 11 - - 2 - - 7 2 - 6 37
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Sr. Parameters Downtown Resort Star
Graded

Other Total

1. Keeps Record of
customers

17(85%) 2(100%) 7(100%) 6(75%) 32(86%)

2. Keeps Records
Manually

14(82%) 1(50%) 3(43%) 1(17%) 19(59%)

3. Keeps Records
Computerized

4(24%) 2(100%)* 4(57%) 6(100%) 16(50%)

4. Keeps Records In Both
Manually And
Computerized

1(5%) 1(50%) - 1(16%) 3(3%)

5. Difficulty In Recording 1(5%) 0 0 0 1(3%)

6. Introduced CRM
Software

0 0 0 1(17%) 1(3%)

7. No Need To Record
The Customers Data

3(15%) 0 0 2(25%) 5(14%)

8. Make Use Of
Customers Data

12(71%) 2(100%) 7(100%) 5(83%) 26(81%)

9. Enjoy The Benefits Of
Customers Data

12(71%) 29(100%) 7(100%) 5(63%) 26(81%)

10. Feels Customer Data Is
Important

14(70%) 2(100%) 7(100%) 5(63%) 28(76%)

11. Provide Homely
Environment

12(60%) 1(50%) 1(14%) 1(13%) 15(41%)

12. Opinion About
Necessary To Have A
PRO

4(20%) 0 3(43%) 0 7(19%)

13. Do Not Make Any
Correspondence

13(65%) 0 2(29%) 7(87%) 22(59%)

14. Make Contact For
Sending Greetings

3(15%) 1(50%) 4(57%) 0 8(53%)

15. Preferred Phone Media
To Contact

7(35%) 1(50%) 3(43%) 0 11(73%)

16. Concentrate On
Personal Care Of
Customers

11(55%) 1(50%) 3(43%) 4(50%) 19(51%)

17. Offer Discounts To
Loyal Customers

10(50%) 2(100%) 5(71%) 4(50%) 21(57%)

18. Do Not Communicate
New Product To
Customers

16(80%) 1(50%) 5(71%) 8(100%) 30(81%)

19. Feedback is taken
Orally

12(60%) 0 3(43%) 8(100%) 23(62%)

20. Feedback is taken
through Feedback
Forms

6(30%) 2(100%) 4(57%) 0 12(32%)

21. Feedback Through The
Staff

2(10%) 1(50%) 1(14%) 0 4(11%)

22. Favour For Informal 17(85%) 2(100%) 7(100%) 8(100%) 34(92%)

(Bracket Percentages

drawn on total samples

taken as per each type of

hotel. The total column is

the response of all

sample hotels in Satara

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

percentages are drawn

on the total sample size

taken for study. *Here all

resorts keeps record

computerized and 50%

keeps manually also. It

means 50% keeps in both

ways.)

Table 2

Current scenario of relationship management in hotels in Satara.

Following table shows the distribution of respondents on the basis of current status of relationship management in Satara District as

follows:

From above table researcher found that:

1. Majority of sample hotels i.e. 86 % keeps record of the

customers. Out of these 85% belongs to Downtown, 100%

star graded, 75% other category and 100% Resorts.

2. Fifty Nine percent hotels keep customers records manually,

out of these 82% belongs to Downtown, 50% resorts, 43%

Star graded and 17% other category.

3. Half of the sample hotels keep records computerized, among

these 24% belongs to Downtown, 100% Resorts, 57% Star

graded and 100% Other category

Source: Field Data
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4. One downtown i.e.5%, 50% resort and 16% other category

hotel keep records both computerized and manually.

5. Ninety Seven percent sample hotels do not find any

difficulty in recording the customers' data. No Resorts, star

graded and other category of hotels find any difficulty. Only

One Downtown hotel find difficulty in recording the

customers' data.

6. Only 3% of total sample hotels i.e. 17% of other category of

hotels have introduced CRM software in their hotel.

7. Fourteen percent sample hotels feel no need of recording

customers' data. Out of these, 15% belongs to Downtown,

25% to other category.

8. Majority of sample hotels i.e. 81% make use of customers'

data.

9. Eighty one percent of sample hotels enjoy the benefits of

customer's data. Out of these sample hotels, 71% belongs to

Downtown, and 100% Star graded, 63% other category and

100% to Resorts.

10. All Resorts and Star graded hotels feels customers' data is

important. 70% Downtown hotel and 63% hotels from other

category also feels customers' data is important.

11. Forty one percent sample hotels provide homely

environment. Out of these, 60% belongs to Downtown

category, 50% belongs to Resorts, 14% star, and 13% other

category.

12. Nineteen percent of sample hotels feel to have a Public

Relation Officer (PRO) in hotel. It includes 20% of

Downtown, 43% star graded.

13. Fifty nine percent of sample hotels do not make any

correspondence with their customers. Out of these 65%

sample hotel from Downtown, 87% other and 29% star

graded category.

14. Fifty three percent sample hotels are sending season's

Greetings to customers. Out of these 57% star, 15%

Downtown and 50% Resorts of sample hotels.

15. Seventy three percent preferred phone media to contact

customer. Out of these 35% Downtown hotels, 43% star

graded and 50% Resorts.

16. Fifty one percent of sample hotels concentrate on personal

care of customer. It involves 55% Downtown, 50% other

category, 43% star and 50% Resorts.

17. Fifty seven percent of sample hotels offer discount to loyal

customers, Out of which 50% belongs to Downtown, 71%

star, 50% other category and 100% Resorts.

18. Most of the sample hotels do not communicate new product

to customer i.e. 81%, out of which 80% belongs Downtown,

100% other category, 71% star and 50% Resorts.

19. Majority of sample hotels take the feedback of customers

orally by customers and the percentage for that is 62, out of

these total samples 60% Downtown, 100% other category

and 43% belongs to star graded.

20. Thirty-two percent of hotels take the feedback through

feedback forms. Out of these 30% belongs to Downtown,

100% Resorts, 57% Star graded. No single hotel found in

Other category

21. Only eleven percent hotels take the feedback through their

staff. It consists 10% Downtown, 50% Resorts, 14% Star

grades and no single hotels in other category.

22. Ninety-two percents of sample hotels in favor of informal

relations among these 85% belongs to Downtown, 100%

other category, 100% star and 100% Resorts.

It has been found from above findings that data of customers is

very important to hotels as majority of hotels they are collecting

and using customer's data for one or the other reasons.

The trend is setting to collect and utilize the data since one sample

hotel in the region is already using CRM software and many other

sample hotels are making use of customer's data to remain in

contact with customers.

This leaves sufficient evidence with researchers to have potential

for data management services in hotel industry.

Satara district has around 2461 hotels. These hotels includes all

restaurants, star graded hotels, resorts, dhabas, hawkers, motels,

canteens, lodging, boarding and permit room, etc. most of the

hotels are not even registered. Term hotel is used very broadly

which encompasses locations preparing and making available

food items to sale are treated as hotel.

Satara district is having various categories of hotels i.e.

downtown category, Star category, Resort category and other.

Other hotel refers to those outlets not included in either of above

mentioned category but provides meals and lodging.

1. Officials in entire sample hotels seem applying technique to

get loyalty of customers. The ways are prominently, homely

environment by 41%, meeting smallest desire 27% and 24%

personal offering.

2. Almost entire sample hotels collect mandatory information.

The information needed for the purpose of CRM is not

collected from customers.

1. Fifty Seven percent of total sample hotels offer discounts to

customers as a way to treat loyal customers.

2. Management of 81% of total sample hotels does not

communicate new product offerings to customers.

Management at resorts and star hotels are seems

communicating with customers about new products.

1. Officials of 78% total sample hotels finds appointment of

PRO is unnecessary whereas 22% officials opine that

Findings:

Data Need

Data Use

Officials Views/Opinions
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existing staff suffice the purpose of PRO. No officials quote

appointment of PRO is costly.

2. Officials of entire sample hotels feel prompt response is

essential and they are using it in handling the customers'

complaints. Assurance for better services and offering

compensation are meagerly used.

Sample Hotels found to collect and maintain the data in a

traditional way. Some hotels maintain data on computer vis-à-vis

manually. It is mandatory to all the hotels to maintain the register

where they have to record only name, designation, staying days,

and purpose of visit and bind to show the identity card. Most of

the hotels are not aware that the collected information will be

useful to convince, sale, retain the customer, identify most

profitable customer, and use to communicate new offer. In return,

develop a good relation with most profitable customer and would

enhance the occupancy and profitability.

Researcher has developed two formats which can be

computerized with the help of software to build data base of

customers. These formats are as below:

Prescriptions:

Customer Information Form
Personal data (fill in Capital letters)

Form No. Code No.

Last name First name

Middle name

Residential Address

City State

Pin code Phone

Mobile Fax e-mail

Age Type of Room Purpose of Visit

Newspaper Type of Music

Gender-Male/ Female Date of Birth dd mm yy

Marital status -
Married/unmarried

Date of Marriage dd mm yy

Smoking habits Y/N Pillow Type Allergy

Hobbies

Diet Health Other Habits

Smoking Habit Yes/No Occasions like to Celebrate in
HotelEquipment required in room

About family

Spouse Name Spouse date of Birth dd mm yy

Childrens details

SR. Name Male/Female Date of Birth dd mm yy

1

2

3

Education of customer

Illiterate SSC/HSC Some college but not graduate Graduate/PG general Graduate/PG general Any Other

Occupation

Worker Shop owner Clerk/sales manager Officer/Exe. Business/Industrialist Any other

Leisure time to attend

Telephone SMS E-mail

Last date of visit

Frequency in a year

Total purchase in a year Rs. (00000)

Expectation from the Hotel about following

Food Ambience Service Price

Benefit expected from the hotel for repeat visit

Quantity discount Quality service and tasty food Cash discount (%) Any other pl. specify

Experience for the last visit Fully satisfied Partly satisfied Satisfied Less satisfied Unsatisfie
dComplaints if any

Home delivery requirement If Yes, Date Day Time

Visit to hotel mostly with Foamily Friend Alone

Most preferred meals in the hotel

Veg/ Non-veg South Indian Chinese Continent
al

Gujarathi

Punjabi Any other pl specify

Most preferred room in the hotel Ac/Non AC Suit Deluxe

Mention three names of your best friend

Name Telephone No. e-mail

1)

2)

3)

Any other pl. specify
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Information due collected from customers of hotel in above

prescribed format. The management can elicit desired

information from customers and fed it to computer for further

processing.

The name, address, phone, e-mail can be used to identify and

correspond with the customer. Correspondence for new

offerings, reminder, book the order, send the greetings on New

Year and various festivals. The birth date, marriage date one can

utilize to send greetings. This transaction will help to build a

strong bond between the customer and hotel. Individual diet

habits can help hotel to serve their customer in a better manner.

Generally, the hotel never takes this part into consideration and

offer food as per their perception. Details of smoking habit will

help hotel to keep them away from non-smokers and provide

ashtray in the room. Purpose of visit helps to know the reason to

stay in the hotel as well as legal requirement. Newspaper liking

also defers from person to person. This is a very small thing

where hotel has to spend very little amount to delight the

customer. Type of music one can offer in their room where they

feel home away from home. Everyone loves their family

members; if hotel sends greetings to their customers' family

members, the customer is delighted. If the hotel is well aware

about the allergy of the customer then they can take care of the

customer's health. This will help to make proper arrangement of

doctors. As per their hobbies hotel can search the opportunity to

serve them and charge for it. Other habits where hotel can offer

other services to make the customer comfortable. It is observed

that one is ready to spend more time, money, and efforts to fulfill

individual hobbies. The hotel can take the chance to remind the

customer about the occasions they would like to celebrate in the

hotel. Size of family determines the customer's consumption and

occasions to visit the hotel. Education and occupation provides

the picture of customer's socio economic class. Depending on the

customers' spending, liking, behavior, life style hotel can offer

the services. The leisure time of the customer, help to

communicate without any disturbance. Last visit to the hotel will

help to know how recently one has visited the hotel. Frequency of

visit help to know how frequently customer has visits the hotel.

Total purchase made by customers will help hotel management to

distinguish among the more profitable customers to others.

Expectation of the customer about food, ambience, service, and

price determines the customer's rate of shifting from one to

another hotel. Customer's benefit expectation for their repeat

visits one can notice customers' preferences. Experience of the

customer and complaint provides the feedback to the hotel where

hotel can identify their lacunas. Most preferred room and most

preferred meal will provide the customer's likings. The best

friends' name and their phone numbers one can use to retain and

attract new customer

Customers data

Personal data (fill in Capital letters)

Form No. Code No.

Last name First name

Middle name

Residential Address

City State

Pin code Phone

Mobile Fax

e-mail

Leisure time to attend the telephone, to read the SMS or
check the E-mail

Last date of visit

Occasion celebrate in hotel

Frequency in year

Menu preferred in the hotel Veg. Non-veg

Continental Punjabi Gujarathi South Indian

Dish mostly preferred by the customer

Total purchase Rs(000)

Expectation from the Hotel

Experience of the last visit
Fully
satisfied

Partly
satisfied Satisfied

Less
satisfied

Unsatisfi
ed

Complaints if any

Visit to hotel with
Family
members friends Relatives Others

Please mention three names of your best friend or relatives and their contact number.

1)

2)

3)

Any other

Only for Dinning Section

(For Parties,

Conferences, Get-together,

Meetings, etc.)
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The data so collected from customers should be feed into

computer for further processing. The management should think

the ways to use collected/processed data. The data should be used

for various purposes as follows

1. Lay foundation of marketing efforts.2. Find out positioning

of unit in industry.

3. Identify most profitable customers.

4. Integrate all marketing efforts, customer service, sales,

advertising, public relations, direct marketing to focus on the

customers.

5. Allocation of marketing budget for market communication

after identifying target segment and positioning.

6. Romance most profitable customers before, during and after

their stay.

7. Determine basis to build strong relationship with customers.

Most of hotels do not do any customer relationship management

activity. They are doing their business in conventional way. This

has affected their occupancy and profitability. Most of the hotel

owners do their business in traditional way, some are successful

because their hotels are in prime locations, they do not feel any

CRM activity is of great use. Hotels keep customer information

only, which is required for legal purpose. But they do not make

any use of this data.
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Introduction

The air cargo industry incorporates an industrial supply chain,

which includes airlines, customs, ground services, air cargo

forwarders, brokers, domestic transportation, air cargo

terminals, distribution centers and integrated international

express services. Of these, air cargo terminals are critical in the

air cargo supply chain. A typical air cargo terminal has three

main users including airlines, air cargo terminals operators and

forwarders/cargo-agents who are the principal contributors to the

revenue of air cargo terminals.

Fluctuating results over recent years demonstrate the

vulnerability of the air cargo industry to global, market and

structural developments. It remains essential for air cargo

organizations to make best use of existing infrastructure,

maintain control over costs and at the same time, continue to

improve service and performance. The key benefits of the

industry are to understand the basic air cargo operations. Its

applicability in global trade that improves the air/sea process in

the shipping, procurement, supply department and increase

knowledge in overall international transportation.

Understanding the operation and documentation in carriage of

goods by air will assist in optimizing delivery costs and

strategizing processes meeting customer's demand.

All countries, even the most underdeveloped have human,

natural, industrial or financial resources. These resources permit

them to produce goods and services for domestic use and more

importantly provide an avenue to compete internationally.

Adaptation in logistic techniques and procedures for moving

merchandise in response to world needs, trade trends, and

international markets has led to an increasing reliance on the air

transport industry, and more specifically, the air cargo sector for

transportation needs. Passenger and cargo play a major role in

the World's economic activity - a role that has essentially

developed over the last 29 years and is inherently tied to trends in

International Trade.

Since, 1970, the air cargo market has doubled in volume every

ten years and is expected to continue growing at an average

annual rate of 6.5% percent over the next two decades. Boeing

forecasts that 60 million tones of cargo will be transported by air

in the year 2017, thus tripling the volume of 1977. Studies by Mc

Donnell Douglas and the InternationalAir TransportAssociation

predict even stronger average industrial growth. The air express
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ABSTRACT

The air cargo industry has changed remarkably over the past recent years. Consolidation and increasing specialization amongst

freight forwarders has continued as a reaction tot eh market penetration by integrators. Airlines have reacted to these trends by

launching new products and forming alliances to increase their network coverage. Time-definite service and the associated need

for network reliability have made reliance on older aircraft a potential risk. Whilst the integrators maintain 'Stand-by' fleets, even

of the largest modern types and this is not desirable for a long-haul scheduled cargo service. The present study seeks to examine

the satisfaction of 30 Logistics service providers about the infrastructure facilities in international air cargo terminals in the states

of Tamilnadu and Kerala. The respondents were selected randomly and the data were collected through well structured

questionnaire.
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sector is experiencing explosive growth and is expected to

increase by an annual average of 18 percent. By the year 2015 the

express market is expected to reach 31.4 percent mushrooming

from just 4.7 percent during the last seventies.

: The shipper constitutes the initial link in the air cargo

chain. His or her role is to set in motion the domestic or

international shipping process. This function may be executed

by the manufacturer, the holder of the merchandise or the

import/export company.

Forwarders are those people who do all the

functions dedicated to the realization of shipping e.g.,

Consolidation, Customs Brokering, and Trucking but exclude

airline activities. The forwarder is no longer simply a pure

shipping agent. His business development is now governed by

the need to provide value added services required by the

reorientation of the manufacturers on their core business.

Airlines whether passenger/cargo or all cargo,

naturally strive to offer customer satisfaction. In terms of

products and destinations, cargo airlines aim to render their

flights profitable by positioning themselves within the highest

yield markets.

Air-Integrators: Integrators provide tailor-made door to door

express services with guaranteed delivery times. They integrate

both forwarder and airline functions within the air cargo chain.

Their main objectives are centered upon achieving total shipper

satisfaction through limiting the length of time.

: Airport plays a leadership role and is the

representative for air transport movement. They have the

obligation to be the catalyst and spokesperson for those serving

the airport and those finding its cargo services crucial to

economic health. Air carriers and forwarders are often

headquartered elsewhere and their interests are dispersed. Only

the airport has a single-minded interest in local prosperity and the

need to be competitive. Airports must assume the lead and take

on this responsibility.

New problems arise in air cargo operations and the

growing role of inter-modal service focuses new attention on

airport access. Physical and commercial relationships with

ground transport operators are a new and growing challenge.

Chennai, Delhi, Kolkata and Mumbai

Nagpur, Guwahati, Lacknow, Coimbatore andAmrister

Patna, Indore and Jammu

Bangalore (On land partly leased fromAAI)

Hyderabad (1 KmAway fromAirport)

Ahmedabad (On land leased fromAAI)

Jaipur (On land leased fromAAI)

Patna (Adjacent toAirport)

Varanasi (On land leased fromAAI)

Indore (Away fromAirport)

Pune (On land leased fromAAI)

Calicut (Adjacent toAirport)

Kanpur (Adjacent toAirport)

Visakaptnam (In the city)

Bhubaneshwar (At airport in shed belonging to state govt. and

aviation department)

Trivandrum (At airport)

Goa (Away fromAirport0

Cochin (CIAL) Private port

Coimbatore (2 Km away fromAirport0

Amrister (At airport on land leased fromAAI)

Srinagar (At airport0

Jammu (At airport)

: Even though the globalization has

given the means and ways for the increased International

Business Activity, the Infrastructural facilities provided by the

Indian Air Cargo terminals are not at par with International Air

Cargo terminals around the Globe.

: The study provides the list of infrastructure

facilities in India and the modern facilities that are provided by

the reputed international air cargo terminals. The detailed

analysis of air cargo volume handled by international air cargo

terminals through out the world will be a major source to know

about the importance of air cargo industry in the international

business.

To study the infrastructural facilities that are satisfying the needs

of users inAir Cargo Terminals in India.

To analyse the problems faced by the Logistics Service providers

with air carriers.

To analyse the level of satisfaction of customers in air cargo

terminals of India and

To test the level of significance between different air cargo

terminals.

Method of Data Collection : The study is based on primary data

and the data were collected through structured questionnaire

from the clearing and forwarding agents, freight forwarders,

shipping agents who use the Air Cargo Termianls in the states of

TN & Kerala.

Sampling Design : The sample chosen for the study is random

The Main Players in theAir Cargo Terminals

Shippers

Forwarders :

Airlines :

Airports

Air Cargo Terminals in India

InternaitonalAir Cargo Terminals:

Domestic Cargo Terminals :

Owned And Op rated by AAI (At Airport)

Owned and Operated by State Government Undertaking

Owned And Operated By Other Than AAI Or State

Government

Statement of the Problem

Scope of the Study

Objectives of the Study

Research Methodology

e
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sample and the number of respondents are 30.

Statistical Tools : The growth rate and summary of statistical

measures have been applied on air cargo terminals in India. The

primary data collected are tested through t-test at 5% level of

significance.

(Source: Primary data)

(Source : Primary data)

(Source : Primary data)

(Source : Primary data)

(Source : Primary data)

(Source : Primary data)

AnalysisAnd Results

Table 1 showing the major reasons for using the Air mode of

transport

Table 2 showing the reason for changing the airlines

frequently

Table 3 showing the frequency of meeting the airline

company representative

Table 4 showing the mode of communication to the

Customers byAirlines

Table 5 showing the respondents opinion about the need of

specialization in business

Table 6 showing the opinion towards the problems faced by

the respondents

S.No. Reason No.of respondents % of Respondents

1 Transit time 9 30%

2 Lower rate 6 20%

3 Schedule being maintained 1 3%

4 Consignee Nomination 1 3%

5 Freqiemcu 9 30%

6 Others 4 13%

Total 30 100%

S.No. Reason No.of respondents % of Respondents

1 Lower Rates 5 17%

2 Transit time 3 10%

3 Incentives 1 3%

4 Frequency 2 7%

5 Availability of space 4 13%

6 Any others 0 0

7 No Change 15 50%

Total 30 100%

S.No. Particulars No.of respondents % of Respondents

1 Weekly 7 23%

2 Fortnightly 7 23%

3 Monthly 5 17%

4 Quarterly 0 0

5 Half Yearly 0 0

6 Yearly 0 0

7 No 11 37%

Total 30 100%

S.No. Medium of contact No.of respondents % of Respondents

1 Telephone 17 57%

2 Schedules over mail 10 33%

3
Advertisements in
local journals

3 10%

Total 30 100%

S.No. Opinion No.of respondents % of Respondents

1 Yes 19 63%

2 No 10 33%

3 No Idea 1 3%

Total 30 100%

S.No. Opinion No.of respondents % of Respondents

1 Irregularity 2 7%

2 Higher freight rates 8 27%

3 No/Slow response 4 13%

4 Lack of facilities 3 10%

5
Problems with
Customs

6 20%

6 No comment 5 17%

7 Others 2 7%

Total 30 100%
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The majority of the respondents (30%) choose airways because

of transit time and frequency of the services. Perofrmance of

airline services is an important factor that influence the decisions

to choose particular service. The most important factor

influencing the decision to select particular carrier is freight rate

and the majority (27%) of the respondents says that the airlines

freight rate is higher. The majority (43%) of the respondents

have agreed that they are highly satisfied with cargo handling

services at air cargo terminals.. At the same time 60% of the

respondents are satisfied with cargo consolidation and 47% are

satisfied with parking area. The majority of respondents (50%)

answered that they are satisfied with storage capacity at Air

Cargo Terminals and 67% are satisfied with Terminal frontage.

More respondents are satisfied with Security System which is

accouter to 70% and 60% of respondents have agreed that Cold

Storage facilities are available. But 40% of respondents are

given opinion that they are satisfied with Cargo Handling

Process. It is also disclosed that 44% of the respondents are

highly dissatisfied about the processing time in Indian Air Cargo

Termianl's. However, 50% of the respondents are satisfied with

technology used in Air Cargo Terminals are satisfactory. It is

clearly understood from the above analysis that customers are

expectating towards the Wet Port Services and Value added

Services which are accounted to 60% and 50% respectively.

Majority (67%) of the respondents expects automated stacker

services and 57% are expecting mechanized handling system.

Sl.
No.

Opinion
Highly
Satisfied

Satisfied

Neither
Satisfied
nor
Dissatisfied

Dissatisfied
Highly
Dissatisfied

1 Space Cargo Handling 43% 40% 3% 0 13%

2 Office Area 43% 43% 0 0 13%

3 Roadways 37% 47% 0 3% 13%

4 Parking Area 30% 47% 3% 3% 17%

5 Wide Body Gates 10% 77% 3% 0 10%

6 Terminal Frontage 13% 67% 0 0 20%

7 Consolidation 10% 60% 0 3% 27%

8 Storage capacity 33% 50% 3% 0 13%

9 Cargo Repack 27% 43% 0 7% 23%

10
Technology in Cargo
handling Process

30% 40% 7% 0 23%

11
X-Ray Scanning
Facility

40% 43% 0 0 17%

12 Offloading Ramp 27% 50% 7% 0 17%

13 Security 7% 73% 0 0 20%

14 Strong Room 30% 43% 0 3% 23%

15 Cold Storage 20% 60% 3% 0 17%

16 Processing Time 7% 13% 30% 2% 47%

17 Technology 20% 50% 0 3% 27%

Sl.
No.

Frequency of Requirements
Urgently
needed

Much
Needed

Needed
Prefer
red

No
Need

1 Wet Port 0 20% 60% 20% 0

2 value Added Service 17% 30% 50% 3% 0

3 Automated Stacker System 7% 20% 67% 7% 0

4
Mechanized material handling
system

13% 23% 57% 7% 0

5 Pallet container transfer vehicles 20% 27% 47% 7% 0

6 EDI like trandent at CEE 10% 27% 50% 10% 3%

7 Bulk Containerization 10% 27% 50% 10% 3%

8
Ground Services Equipment
Maintenance Facility

10% 23% 57% 7% 3%

9 Rail Link 3% 17% 60% 13% 7%

10 Subways 3% 20% 47% 20% 10%

11 Color Coding System 7% 13% 47% 30% 3%

Table 8 showing the service requirements of the respondents from the Air Cargo Terminals.

Table 7 showing the services offered by the Air Cargo Terminal
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But 50% of the respondents are expecting bulk containerization

and 60% of them feel that rail linkage is needed.

This test is used to find the significance of the regression

coefficient. All the regression co-efficient 't-test' is significant.

Since all the regression coefficients are significant at 5%

significance level. Therefore, it is concluded that there is a strong

relationship between the dependent variables of existing

facilities with independent variables of required facilities.

The 21st Century will herald the dominance of air cargo as a

leading factor in global marketing and as an instrument in the

expansion of world trade. It is expected that air cargo will

dominate world trade in the same way that Clipper ships,

Railroads, automobiles and Jet Aircraft gave rise to new

opportunities, new service areas and created new economic

benefits. With the air cargo century, now only just over one year

away, we are challenged to think beyond the present, to learn

from the past and break through to a new future. Air cargo is an

integral part of world trade. The air cargo industry is not simply a

provider of air transport services, but a total logistics chain that

must listen and adapts to the specific needs of this customers.

The roles of each industry components must be redefined and all

sectors must pull together to create a seamless traffic flow. Then

only the industry can realize its full economic potential.

Results of t-test

Conclusion

t > tcal tab
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Background:

Technical analysis uses the three assumptions

Objectives of the Study:

Methodology of the study:

1) Time Period:

2) Sources of Data:

3) Methods of Data collection:

4) Statistical tool applied:

DataAnalysis & Interpretation:

EQUITY ANALYSIS is the systematic study of

the performance of companies in stock market with help of

fundamental analysis and technical analysis. Equity analysis

consists of fundamental analysis & technical analysis. While

decision in investment of shares should be base on actual

movement of shares price measured more in money & percentage

term & nothing else.

In equity analysis, calculations are based on FACTS & not on

HOPE. Equity analysis does not discuss how to buy & sell

shares, but does discuss the methods, which enables the investor

to arriving at buying & selling decision.

The technical approach to investment is essentially a

reflection of the idea that prices moves in a trend that are

determined by the changing attitude of investor's toward a variety

of economic, monetary, political and psychological forces. The

art of technical analysis, for it is an art, is to identify a trend

reversal at a relatively early stage and ride on that trend until the

weight of the evidence shows or proves the trend has reversed.

1)History tends to repeat itself

2) Price Moves in trend

3) Market discounts everything.

Various charts also are used for the analysis such as Bar charts,

Candlestick charts, line charts & from these charts trends are

analyzed.Japnese Candlesticks' charts are generally used most

for analysis. Following figure explains the typical candlesticks'

charting.

1) To analyze the price movements of shares of Bharti Airtel

by using

-Simple Moving average

-Exponential Moving Average

-Rate of Change

-Relative strength Index

-Through the candlesticks charts

2) To provide suitable suggestions to the investors based on the

trends.

The research design was based on the analytical research.

period under consideration is June-2010 to

Nov-2010

Website, books, reports etc.

the study is purely based on

secondary data.

Simple moving average, exponential

moving average, Relative strength index, Rate of change.

Simple MovingAverages:Asimple Moving average is formed by

computing the average (mean) price of a security over a specified

number of periods. Genreally closing prices for the stocks are

taken under consideration for calculations. e.g. 5-Day moving

average is calculated by adding the closing prices of last 5 days &

dividing them by 5.

A Study of Technical Analysis of Equity Shares of
Bharti Airtel for the Period from June to
November 2010.
*Yogesh Vadgaonkar

*Faculty, PIRENS' Institute of Business Management & Administration (IBMA) Loni.

ABSTRACT:
Technical Analysis is the forecasting of future financial price movements based on an examination of past price movements. Like
weather forecasting, technical analysis does not result in absolute predictions about the future. Instead, technical analysis can help
investors anticipate what is "likely" to happen to prices over time. Technical analysis uses a wide variety of charts that show price
over time. The present paper focuses on the various aspects & calculations of technical analysis for the selected stock.
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Calculations of SMA of Bahrti Airtel for the period June -2010 to Oct- 2010

Source: www.nseindia.com)
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Interpretation:

Exponential Moving average:

SMA on 7 July was 269.10 & it has increased to the level of

300.72 on 16 July 2010.then again there was some down trend.

The uptrend started from 30 July 2010 & again there was some

ups & downs & from 30 Aug 2010 there was uptrend only.

Buy: 8 June, 18th Oct., 12 Nov.

Sell : 10 June,26 July,22 Nov,30 Nov.

Exponential Moving average is calculated by using the

following formula.

EMA= (Current closing price-Previous EMA) X Factor+

Previous EMA

Where,

2

Factor= -----------------

(n+1)

n is the number of days for which the average is to be calculated.

Here for consideration 10 day exponential moving average is

calculated.

For Example, 10-period EMAis Multiplier is calculated like this.

(2/ (Time periods+1) = (2/ (10+1)) =18.18%

th

th

th

th

th th

th th n d th

Date

Close

Price

10-Day
EMA Date

Close

Price

10-Day
EMA Date

Close

Price

10-Day
EMA

01-Jun-10 257 257 01-Jul-10 265.05 264.85 02-Aug-10 318.05 311.38

02-Jun-10 270.35 259.43 02-Jul-10 264.7 264.82 03-Aug-10 328.45 314.48

03-Jun-10 273.45 261.98 05-Jul-10 267.45 265.3 04-Aug-10 323.15 316.06

04-Jun-10 276.3 264.58 06-Jul-10 271.55 266.44 05-Aug-10 324.6 317.61

07-Jun-10 268.4 265.27 07-Jul-10 276.15 268.2 06-Aug-10 323.4 318.66

08-Jun-10 258.35 264.02 08-Jul-10 280.95 270.52 09-Aug-10 328.4 320.43

09-Jun-10 272.05 265.48 09-Jul-10 308.65 277.45 10-Aug-10 325.5 321.35

10-Jun-10 285.2 269.06 12-Jul-10 305.7 282.59 11-Aug-10 320.65 321.23

11-Jun-10 273.5 269.87 13-Jul-10 299.85 285.73 12-Aug-10 316.9 320.44

14-Jun-10 269.1 269.73 14-Jul-10 301.6 288.61 13-Aug-10 316.95 319.81

15-Jun-10 269.55 269.7 15-Jul-10 298 290.32 16-Aug-10 318.75 319.61

16-Jun-10 266.15 269.05 16-Jul-10 298.45 291.8 17-Aug-10 316.1 318.97

17-Jun-10 267.1 268.7 19-Jul-10 297.5 292.83 18-Aug-10 315.2 318.29

18-Jun-10 264.95 268.02 20-Jul-10 297.65 293.71 19-Aug-10 314.7 317.64

21-Jun-10 264.85 267.44 21-Jul-10 295 293.94 20-Aug-10 310.3 316.3

22-Jun-10 262 266.45 22-Jul-10 302.1 295.43 23-Aug-10 317.35 316.49

23-Jun-10 264.05 266.01 23-Jul-10 313.8 298.77 24-Aug-10 323.2 317.71

24-Jun-10 263.25 265.51 26-Jul-10 320.4 302.7 25-Aug-10 316.95 317.57

25-Jun-10 263.05 265.06 27-Jul-10 322.65 306.33 26-Aug-10 321.55 318.3

28-Jun-10 265.4 265.13 28-Jul-10 322 309.18 27-Aug-10 316.1 317.9

29-Jun-10 265.8 265.25 29-Jul-10 316.9 310.58 30-Aug-10 322.8 318.79

30-Jun-10 262.8 264.8 30-Jul-10 306.8 309.89 31-Aug-10 327.35 320.34

Table 1.2 Calculations of Exponential Moving Average of Bharti Airtel from 1 June 2010 to 31 Aug 2010
st st
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Interpretation:

On 1 June EMAis 259.43 & it has shown some increase up
to 16 june.It starts decreasing again
up to 5 July & then shown continuous uptrend with some
slight corrections in between.
Buy: 8 June, 22nd June
Sell: 10 June, 9th July, and 12th July.

st

th

th

th

th

Date

Close

Price

10-Day
EMA Date

Close

Price

10-Day
EMA Date

Close

Price

10-Day
EMA

01-Sep-10 337.65 323.49 01-Oct-10 365.1 363.92 01-Nov-10 335.3 331.9

02-Sep-10 334.1 325.42 04-Oct-10 359.85 363.18 02-Nov-10 329.25 331.42

03-Sep-10 339.25 327.93 05-Oct-10 353.65 361.45 03-Nov-10 328.4 330.87

06-Sep-10 343.4 330.75 06-Oct-10 352.1 359.75 04-Nov-10 326.15 330.01

07-Sep-10 343.55 333.07 07-Oct-10 354.85 358.86 05-Nov-10 329.5 329.92

08-Sep-10 352 336.51 08-Oct-10 352.9 357.78 08-Nov-10 328.05 329.58

09-Sep-10 350.1 338.98 11-Oct-10 342.85 355.06 09-Nov-10 334.55 330.48

13-Sep-10 348.8 340.77 12-Oct-10 339.05 352.15 10-Nov-10 327.05 329.86

14-Sep-10 356.45 343.62 13-Oct-10 347.6 351.32 11-Nov-10 316.75 327.48

15-Sep-10 356.2 345.91 14-Oct-10 345.05 350.18 12-Nov-10 305.55 323.49

16-Sep-10 347.55 346.21 15-Oct-10 333.65 347.18 15-Nov-10 309.65 320.97

17-Sep-10 358.85 348.5 18-Oct-10 327.25 343.55 16-Nov-10 313.45 319.61

20-Sep-10 365.95 351.68 19-Oct-10 327.2 340.58 18-Nov-10 324.95 320.58

21-Sep-10 365.55 354.2 20-Oct-10 321.25 337.07 19-Nov-10 328.45 322.01

22-Sep-10 362.75 355.75 21-Oct-10 337.1 337.07 22-Nov-10 336.95 324.72

23-Sep-10 355.5 355.71 22-Oct-10 333.45 336.41 23-Nov-10 329.15 325.53

24-Sep-10 368.15 357.97 25-Oct-10 337.2 336.56 24-Nov-10 331.8 326.67

27-Sep-10 373.15 360.73 26-Oct-10 328.8 335.15 25-Nov-10 335 328.18

28-Sep-10 373.25 363.01 27-Oct-10 321.95 332.75 26-Nov-10 333.8 329.2

29-Sep-10 363.4 363.08 28-Oct-10 330.65 332.37 26-Nov-10 335.5 330.35

30-Sep-10 366.3 363.66 29-Oct-10 325.65 331.15 29-Nov-10 338.7 331.87

30-Nov-10 360.15 337.01

Table 1.3 Calculation of EMA of Bharti Airtel from Sep-10 to Nov-10

Interpretation:

Rate of change indicator:

On 1 sep.2010 EMA was 323.49, then it shows uptrend up to 5
oct.2010.then it fell up to 319.61 on 16 Nov.2010 & then starts
increasing crating a uptrend.
BUY: 12th Nov.
SELL: 8 Sep, 30 Nov

It is a very popular oscillator which measures the rate of change of the
current price as compared to the price a certain number of days or
week's back. ROC helps to find out the overbought & oversold
position in scrip. Calculation of ROC of 12 weeks or 12 months is the
most popular.

st th

th

th th
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Table 1.3 Calculation of Rate of Change (ROC) for Bharti Airtel from June 2010 to Nov.2010

(Source: www.nseindia.com)
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Date

Close

Price Gain Loss

01-Jun-10 257

02-Jun-10 270.35 13.35

03-Jun-10 273.45 3.10

04-Jun-10 276.3 2.85

07-Jun-10 268.4 7.9

08-Jun-10 258.35 10.05

09-Jun-10 272.05 13.70

10-Jun-10 285.2 13.15

11-Jun-10 273.5 11.7

14-Jun-10 269.1 4.4

15-Jun-10 269.55 0.45

16-Jun-10 266.15 3.4

17-Jun-10 267.1 0.95

18-Jun-10 264.95 2.15

21-Jun-10 264.85 0.1

22-Jun-10 262 2.85

23-Jun-10 264.05 2.05

24-Jun-10 263.25 0.8

25-Jun-10 263.05 0.2

28-Jun-10 265.4 2.35

29-Jun-10 265.8 0.40

30-Jun-10 262.8 3

52.35 46.55

Interpretation:
The ROC crosses the over brought
region on 9 July at 116.60.the investors
can sell the shares in this over bought
reigion,since a fall can be anticipated.
The ROC reaches the oversold region on
20 Oct at 92.42 so investors can buy
more shares during this period, they may
expect a rise in the share value in the
future.

th

th

Relative Strength Index:

RSI= 100-{(100/1+Rs)}
Average Gain=Total Gain/n
Average Loss=Total Loss/n

Average Gain
Rs= __________________

Average Loss

Average Gain=52.35/10=5.235
Average Loss= 46.55/11=4.231
Rs=1.237

RSI=100-{100/1+1.237)
RSI=55.30

Table showing RSI of Bharti Airtel from June 2010 to Nov 2010

Month RSI

June-
10 55.3

Jul-10 37

Aug-10 39.36

Sep-10 38.98

Oct-10 38.76

Nov-10 45.77

Interpretation:

SELL:

Hold:

The above table & charts shows
the RSI movement. Following is
the interpretation from it.

The investors can sell
their shares only inJune-10(RSI
55.3)

the investors can hold their
shares in
July (37), Aug (39.36), Sep
(38.98), Oct (38.76), Nov (45.77)
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Candlestick Chart Analysis:

Candlestick Chart of Bharti Airtel from June-2010 to Nov-2010

Interpretation:

Sr.No Indicators Remark Market

1. Candlestick Chart Up trend Bullish but fairly
certain that the
market will not
fall

2. EMA 20,50 Price chart above both EMA and
distance between EMA 20 and
EMA 50 is decreased they are
meeting each other showing
uptrend.

Bullish in longer
term (months)

3. MACD 12,26,9 MACD line cut above signal line
and the distance increased between
them. Showing divergence.

Bullish
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Findings

Suggestions:

Conclusion

1) It was found from Simple moving averages that the investors

can sell their shares on 10 June, 26th July, 22nd Nov, and 30th

Nov. since the stock prices fall below its moving averages. The

investors can buy more number of shares on 8 June, 18th Oct,

and 12th Nov. as the stock prices rise above its moving averages.

2) Exponential moving averages (EMA) of Bharti Airtel shows

that investors can sell their shares on 10 June, 9th July, 12th July

& investors can buy more number of shares on 8 June, 22nd

June.

3) Exponential moving averages of Bharti Airtel from Sep-Nov

2010 shows that investors can sell their shares on 8 Sep., 30th

Nov. & investors can buy more number of shares on 12 Nov.

4)The ROC crosses the over brought region on 9 July at

116.60.the investors can sell the shares in this over bought

reigion,since a fall can be anticipated. The ROC reaches the

oversold region on 20 Oct at 92.42 so investors can buy more

shares during this period, they may expect a rise in the share value

in the future.

5) From the Relative strength index of Tata motors it was found

that investors can sell their shares on & the investors can hold

their shares on.

1) Investors should be trained to use the technical analysis tool

since it helps in their day to day investment to get more returns.

2) The company should orient the investors to mainly watch the

business, economic, social & political factors that affect the

supply & demand for securities.

4) Investor awareness camps should be organized by the

companies to acquaint the investors with the fundamental &

technical analysis.

5) Investors should always go through the weekly & monthly

analyst reports & then do the treads accordingly.

3) “Trend is your friend” is the motto of technical analysis. So the

investor has to monitor the trend of stocks before investment.

As the stock market is most unpredictable market, it is difficult to

estimates results in advance. Many factors affect the stock market

like news, up & downs in foreign market, Quarterly results

announce by the companies, Fundamental news, inflation rate,

budget, political factor. Technical analysis is a method of

evaluating securities by analyzing the statistics generated by

market activity. It is based on three assumptions: 1) the market

discounts everything, 2) price moves in trends and 3) history

tends to repeat itself. Buying & selling of stocks is not an easy

task if you want to make money doing it. Millions of investors

have lost money in the past trying guessing stock price

movements. In today's world if you relay on fundamental

analysis, brokers advice, newspaper article or business channels

for your investing or trading decisions, you are asking for a

painful experience in the markets. So this stud on technical

analysis of Bharti airtel will help investors in analyzing the scrip

based on the technical tools & oscillators to earn fruitful

investment.

th
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Health Hazards Due To Colas Consumption-

Several studies conducted by some of world's top scientists have

always said that Colas are bad for your health. The studies claim

that consumption of colas causes brittle bones, contain fructose

in concentrated amount that triggers weight gain in the body and

load to cell damage, switching of vital parts of DNA, eventually

leading to cirrhosis of the liver and degenerating diseases like

Parkinson.

As published in Sakal (Marathi Daily) family doctor, dated

27/10/2006, study was conducted by TUFTS University in USA

on 2538 adults consuming soft drinks. Bone Mineral Density

(BMD) in females consuming colas daily is less than females

consuming colas once in a month. There is a direct co-relation

between BMD and incidence of frequent bone fractures. Study

also showed that cola is a popular drink resulting into reduced

consumption of milk, in the category of adolescents. With the

more consumption of colas, the size and structure of bones

become smaller. This study was conducted on 1413 females and

1125 males. The Colas contain less phosphoric acid and calcium.

Therefore, it was recommended to avoid consumption of cola

drinks for females who have less BMD. Surprisingly there is no

appreciable difference in BMD of male members during this

time.

Too much soda can increase the risk of diabetes, obesity; Colas

contain high level of phosphoric acid which has been linked to

kidney stones and other renal problems .

The permitted pesticides level & actual is as given in Table 1:

2 7

2 7

2 8

1 0

1 3

Consumer's Dilemma - Cola or Fruit Juices?

An Overview.

Prof. Ashok Kurtkoti*

Dr. Surbhi Jain**

ABSTRACT

Summer is approaching and the mercury is showing very high levels every year and Colas major gear up for increase in sales. In

India, Colas health hazard controversy become a main focus due to CSE reports published in 2006 which stated that there are

alarming high levels of pesticide contents found while testing all colas brands including major brands of Cola giants Coca-Cola &

Pepsi. Kerala Government took a lead in banning production and sales of Colas in 2006. Some states decided to wait till they get

clearance from the Central Government while some states banned Colas near educational institutes & government establishments.

Hoverer, Cola giants were supported by the industrial bodies namely CII & FICCI who opposed the ban. Both Coca-Cola and Pepsi

along with Parle to launched fruit juices and sports drink to give nutritional drinks to consumers. In Pune, a market survey was

carried out in 2006, 2007 and 2009 in order to find out whether the consumers are aware about presence of pesticides in colas and is

there any shift from colas to fruit juices. The survey results revealed that the target market even though is aware about the traces of

pesticides in the soft drinks controversy but has ignored health hazard due to consumption on soft drinks as seen from the

increased consumption levels year on year. Also, many health conscious consumers have now switched over to fruit juices. The

main problem in a shift from colas to fruit juice is affordability. Those who cannot afford the fruit juice prices have switched over to

coconut water and mineral water for thirst quenching.

Key words: Soft drink, Pesticide, Fruit juice.

* Professor at MIT School of Business
** Professor at PUMBA, University of Pune

Consumer s Dilemma - Cola or Fruit Juices?An Overview.

EPA^ WHO^ CSE report* UK lab*

Maliathon 100 NR 0.17 0.1

Lindane 0.2 NA 5.37 0.1

Heptachlor 0.4 0.03 0.41 0.1

Chlorpyrifos 20 30 4.71 0.1

Table 1: The permitted pesticides
level & actual
Source: - Business India 10/09/06
* Quantity detected
^ Norms for acceptable level.
EPA:- Environmental Protection
Agency
WHO:- World Health Organisation

(In parts per million)
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Development in Fruit Juices Markets in India-

With mercury dipping to new high levels during summer, the

demand for soft drinks goes up during summer. However there is

a great amount of awareness among targets market about the

health hazards due to colas consumption. This has led a new ways

of quenching your thirst by shifting to fruit juices which have

more nutritional value.

1. Cola majors Coca-Cola and Pepsi along with Parle have

entered the fruit juice market in a big way in India.

2. School lunch box menu in many schools including Delhi

Public School are stressing on balance diet and includes

seasonal fruits and juices.

3. Pepsi has come out with a global policy and cited its ' get

active' programme which includes stop selling its sugar

drinks products at primary and secondary schools by

2012.Pepsi's 'get active' programme includes expanding

physical education and transforming towards more

nutritious products.

4. Both Coca-Cola and Pepsi adopted guidelines to stop selling

sugared beverages in US schools in 2006. There is a growing

concern on children putting on weight due to consumption of

sugared beverages.

The national level expert panel was set up under the

chairmanship of the director. General of Indian Council of

Medical Research (ICMR) N.K. Ganguly to guide the ministry'

subcommittee in fixing the maximum residue limits (MRL) of

pesticides like DDT-R, Chloropyriphosmalthian and endosulfan

in carbonated beverages, fruits, vegetable juices and other

finished products including methodology, toxicity, risk analysis.

The Ganguly panel concurred with the report of the joint

parliamentary committee (JPC) that MRLS for pesticides in

fruits and vegetable juices should be different from that of

carbonated water.

Indian Medical Association (IMA), signed three years deal with

PepsiCo for Tropicana pure juices and Quaker oats in India .

PepsiCo's snack food from Frito Lay India has tied up with IMA

to promote both products. Initially there was some resistance on

whether IMA would endorse company that also makes colas but

IMA research showed that Tropicana pure juices and Quacker

have significantly proven health benefits. According to

Cherukavi Ravishankar, Manager (Strategic and Commercial

Intelligence for transaction service Consultancy major KPMG,

worldwide), there is a indeed realization of health affects a

lifestyle fueled by junk food, including carbonated beverages and

this awareness is only going to grow exponentially with access to

viral media such as web.

PepsiCo is aiming to bolster its non carbonated functional

beverages portfolio and it is learnt that PepsiCo India is expected

to introduce fortified energy drink, SoBe in Indian Market .

PepsiCo already sells a low calorie sports drink: - Gatorade in

India. Similar to Gatorade, SoBe will also cater to a niche,

specific market. The Indian energy drink market remains niche

with few players of significance as of now Red Bull and smaller

brand Power Horse. Coca-Cola too is in process of expanding its

functional beverage brands Glacueau, Vitamin water, Coca-Cola

zero.

Bisleri International Chief Ramesh Chauhan's ambitious plans to

foray in to a spate of beverages, including health drink, sugar free

juices and juice drinks, under the brand Alfa & fortified and

flavored waters . Indira Nooyi PepsiCo's global Chairman and

CEO states that, “Health products are the future for PepsiCo”.

Coke pursues ancient leaf form Paraguay to revive colas. A leaf

the Guarani Indians of Paraguay's jungles used to sweeten drinks

for centuries may help Coco-Cola and Pepsi Co revive flagging

sales in the $320 billion- a year global soft drink industry. The

US's FDA (Food and Drug Administration) is poised to vote on

allowing a zero-calorie sweetener derived from the stevia plant

grown from Paraguay and China. Stevia was described as the

world's “sweetest” plant in a NewYork Times article in 1932.

Approval may allow the world's two largest soda makers to

reverse three years of US soft-drink sales declines with beverages

containing the natural extract, according to Mariann Montagne,

an analyst at Minneapolis- based Thrivent Asset Management.

Massimo D'Amore, chief of Pepsi-Co's beverage division, said

on November 20, 2008 the company will use a compound made

from stevia as an alternative to higher-calorie or artificial

sweeteners in some drinks as soon as the government gives “the

green signal”. Proponents say the new stevia extract lacks the

biter aftertaste of older products using the leaf. The companies

want to use rebaudioside A, a compound derived from stevia that

is at least 200 times sweeter than sugar.

Pepsi and Coco-Cola for the first time come under one market

research firm ACNeilsen. With entire soft drinks industries now

coming under industry leader ACNeilsen, measurements of

market shares would not only become uniform, but also aid both
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companies in strategic decision making. Coke, Pepsi and Parle

are learnt to be working on a slew of new packaging options and

sizes ranging from PET, tetra packs to returnable glass bottles for

their respective juice brands.

Amarket survey was carried out in Pune city on 5 major soft drink

brands namely Pepsi, Coca-Cola, Thums Up, Sprite and Mirinda

by selecting 104 Nos, of respondents in the group of 21 to 25

years, during 2006 . The results were inconclusive.

Market surveys were repeated in 2007 and 2009 to find out

whether they are aware about presence of pesticides in colas and

is there any shift from colas to fruit juices. It was obviously not

possible approach the same respondents in subsequent years.

Hence similar selection criteria were used for all 3 years of

survey i.e.

i). College students in the age group of 21 to 25 years were

considered as a target market & ii). Minimum qualification was

graduation was graduation.

The results of the survey are outlined below-

The customer response is given in Table 2 and Fig.1-

1. Consumption has gone up to 100% instead of 72% in year 2006

2007.

2. Consumption has gone down from 100% to 89% in year

2007- 2009

The customer response is given in Table 3 and Fig.2 and Fig.3-
31

Market Survey

Q 1. Do you consume soft drink?

Findings:

Q.2. What was your soft drinks consumption before and after

the controversy?

1

Table 2: Do you consume soft drink?

Fig. 1: Do you consume soft drink?

Table 3: What was your soft drinks consumption before and after

the controversy?

Fig. 2: What was your soft drinks consumption before the

controversy?

Fig. 3: What was your soft drinks consumption after the

controversy?

Findings:

Before controversy-

After the controversy

i) Daily consumption have gone up in 2007 & 2008

ii) Twice in a week and weekly consumption which has gone up

in 2007, has dipped in 2009.

iii) Monthly consumption has shown a marginal dip in 2007 and

2009.

-

i) As per daily consumption concerned, in 2007 there is less

consumption and has shown a steep rise in 2009.

ii) Twice week consumption has gone up in 2007 and has slide

down in 2009.

iii) Weekly consumption shows upward trend in 2007 and 2009

iv) Monthly consumption is almost steady in 2007 and 2009.
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Q.3 If you reduced/ stopped drinking soft drinks after the

controversy, to which other drinks did you shift to?

Findings:

Q.4 Are you aware that there are traces of pesticides in sugar,

tea, coffee, milk and drinking water you consume?

Findings:

Q.5 According to you, is banning of soft drinks an answer to

reducing health hazards?

Findings :

Preference of coconut water and fruit juices remained

unchanged in 2007 & 2009.

The customer response to above is given in Table 4 and Fig.4-

The respondents awareness of traces of pesticides in

many edibles and drinking water had increased in 2007. This

may be due to the fact that news paper coverage has gone up

during this period. However, in 2009, awareness showed slite

decline.

The customer response to above is given in Table 5 and Fig.5-

In 2006 , the opinion on banning of soft drinks was

almost equally divided. However in 2007 and 2009 survey

Fig.5: Is banning of soft drinks an answer to reducing health

hazards?

reveals the opinion was strongly in favour of not banning of soft

drinks, which is also evident from increased consumption levels

in subsequent years.

1. There was a great awareness about pesticides in the soft

drinks controversy, which had resulted in marginal reduction

in consumption temporarily in 2006. However in 2007, the

daily, twice a week and weekly consumption levels have

gone up.

2. The consumer preferences had shown a radical shift from

one brand to another brand during the period under study.

3. For Colas as a category, even though the consumption for a

target market under study may have gone up but globally

there is change in the trends & health perception. All major

soft drink manufacturer in India such as Pepsi Co, Coca-

Cola, Parle etc. along with major FMCG players like Godrej

& Dabur have started working towards launching substitute

products like nutritious beverages& mineral water /health

drinks in the market of Colas may be due to health perceived

hazards.

4. Too much Soda can increase the risk of diabetes, obesity;

Colas contain high level of phosphoric acid, which has been

linked to kidney stones and other renal problems .

5. In the long run as more and more target market is becoming

health conscious, there will be a shift in the demand from soft

drinks to substitute products like fruit juices, mineral water,

nutritional and sports drinks.

1) Pesticides in Coke

, 02-

08-2006.

2) Pesticide cocktail in Coke

3) Kerala Bans Cola Sale
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Introduction

Definition of rural

Methodology

Objectives

Hypothesis

Rationale of the study

The rural markets are often considered as the agriculture produce

markets from the rural areas. This paper is an effort to look at the

rural markets beyond the agriculture point of view. The rural

markets are often treated as mere extensions of the poor urban

areas. This leads to the myopic vision to the companies and

pseudo picture of the rural markets is often created. The

marketing strategies are developed on the basis of this wrong

picture.

The rural markets of India are much larger than the urban

markets in terms of households and number of household. To

understand the nerve of the rural markets, there is a need to

understand the market in terms of occupation, income, market

places, consumer behavior, and infrastructure possibilities.

Many companies judge the rural markets in terms of population.

The rural markets demands more qualitative attention than just a

statistics.

According to Government of India, Village

For the present study paper the exploratory research method has

been adapted by the researcher, where the primary and secondary

data is used for proving the hypothesis.

To understand the rural consumer behavior

To develop the characteristics, of the rural consumers.

Rural Marketing practices and strategies need be develop to meet

the rural consumer's needs satisfactorily.

Hypothesis testing is done with help of the simple comparison

and chi square test.

The Indian FMCG sector is the fourth largest sector in the

economy with a total market size of

US$ 18 billion as of 2007.By 2015, the sector is predicted to scale

up to US$33.4 billion. The sector generates 5% of total factory

employment in the country and is creating employment for three

million people, especially in small towns and rural India

Many companies are deepening their penetration in the rural

areas as: The FMCG sector in the urban areas is becoming quite

saturated (though it will continue to dominate in the next 8 10

years ) while the penetration in the rural areas are only about 1% .

The rural areas to make up more than 50%

(153 million) of India's total households and accounting for more

than its current 66% contribution to total FMCG consumption .

Rural India has a large consuming class with 41 per cent of

India's middle-class and 58 per cent of the total disposable

income . Currently, nearly 34% of the off take of FMCG

companies come from rural areas. Companies like HUL, ITC and

Colgate have already established good distribution networks in

these regions. Other companies would start catering to these

regions in near future . Between 2005 and 2010, the FMCG

sector in the rural and semi-urban areas will experience some

50% growth, at a CAGR of 10% and increase its market size to

nearly US$ 23 billion from the 2005 level of US$11.4 billion.

There are many factors which influence the rural markets and

contribute to the construction of the rural markets. The

or Town is recognized

as the basic area of habitation. In all censuses throughout the

world this dichotomy of Rural and Urban areas is recognized and

the data are generally presented for the rural and urban areas

separately. In the rural areas the smallest area of habitation, viz.,

and the village generally follows the limits of a revenue village

that is recognized by the normal district administration. The

revenue village need not necessarily be a single agglomeration of

the habitations.

have and will continue

1

2

3 4

5

6

7

ABSTRACT

The real spirit of India is in the rural parts of the country. It contributes to near about 11 percent of the world's population. The

players in the markets may it be FMCG or services assume that the rural markets are the mere extension of the poor urban markets.

The fact is that the rural markets have their own set of macro and micro environmental factors. The marketing strategies for rural

markets should be based on the consumer behavior. The replica of the urban marketing practices will not suffice the purpose of

value creation to the rural folks. The special treatment is required to understand the rural consumers and markets.

Key words : What is rural, rural marketing mix, made for rural strategies
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Bathing
Soap Brand Lux Lifebuoy Santoor Others Hammam Total

Aurangabad 41.216 38.37867 20.75733 9.557333 2.090667 112

Kolhapur 44.896 41.80533 22.61067 10.41067 2.277333 122

Nagpur 38.64 35.98 19.46 8.96 1.96 105

Nanded 33.488 31.18267 16.86533 7.765333 1.698667 91

Nashik 44.16 41.12 22.24 10.24 2.24 120

Pune 35.328 32.896 17.792 8.192 1.792 96

Ratnagiri 38.272 35.63733 19.27467 8.874667 1.941333 104

Total 276 257 139 64 14 750

Table
India

No. 1 External risk factors for the companies
entering in the rural markets of

1 Less information about the markets and consumer behavior Controllable

2 Unavailability of skilled local talent Controllable

3 Uneven demand Non controllable

4 Imperfect local distribution channel Controllable

5 Pathetic infrastructure Non controllable

6 Scarce access to money market Controllable

7 Socio cultural mosaic Non controllable

8 Lack of adequate logistic support Controllable

9 Legal hassles Non controllable

10 Confrontation of local business communities Non controllable

11 Paradigm shifts in the consumer behavior Non controllable
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companies or the organizations interested in working in the rural

areas need to understand the external and internal risk factors.

There are some factors among these which can be minimized by

applying some method and focused efforts.

From table No. 1 the factor number 1can be minimized by

adapting the proper market research tool and the tailor-made

information can be generated. The marketers need to consider the

rural markets as the special markets instead of treating them as

the miniature of the urban markets.

Unavailability of the local talent can be overcome by adapting the

corporate social responsibility as tool and training the local

youth. There are the success stories like ITC's

e-chopal and project Shakti of HUL. The eighth factor that is lack

of logistics support can be overcome by adapting the local

business communities as the channel partners. By sharing the

profits with the local business communities the companies can

create the roads to the rural markets.

The companies have the internal factors need to be controlled for

be successful in the rural markets. The companies need to be

glocal instead of just sticking to the urban sophistications. The

structural changes are required in the organizations as well as in

the business models. The special local sales force can be

developed by employing the local youth. The duel benefit of the

strategy is that they know the consumer's thoroughly and get the

employment in the village itself. This solves the problem of

unemployment and can also improve the rural lifestyle.

The reinforcement type of leadership shall be adapted by the

companies to keep the sales force motivated. The problem of

emigration is observed in the rural areas. There are people who

are going to the cities for jobs.

The primary data collected by the researcher depicts that the

dependence of the rural population solely on agronomy is

reducing. With more than 33 per cent of the Indian consumer

base present in rural areas, the rural market will be a key growth

driver for FMCG majors planning to expand their domestic

business. It is estimated that more than two-thirds of the next

generation youth will come from rural India.

The consumption levels in rural India have raised on account of

minimum wages guaranteed under the National Rural

Employment Guarantee Scheme (NREGS), higher crop

minimum support prices (MSP) and multiple sources of income.

Rural consumers display a marked preference for the brands of

national consumer companies as compared to local brands. The

rising media penetration also drives this trend.

We define consumer behavior as those actions directly involved

in obtaining, consuming, and disposing of products and services,

including the decision process and follow action.

The researcher collected the feedbacks relate with the

commodity bathing soap from 70 different villages from the

seven different districts of Maharashtra having population about

5000.

The primary data collected by the researcher is analyzed by

applying chi square test the formula used

= (O E ) / E

Chi-Square For Bathing Soap:-

Table No. 1 External risk factors for the companies entering

in the rural markets of India

Table No. 2 Internal risk factors for the companies entering

in the rural markets

Consumer behavior

Bathing Soap Brands -Observed Values

8

2
÷ ó ij ij ij2

Table No. 3

Table No. 4 Bathing Soap Brands -Expected Values

Less experience of the rural areas Non controllable

Organization structure and culture Controllable

Sales force bottlenecks Controllable

Doubt about the feasibility of the rural market conditions Non controllable

Large window period Non controllable

Huge investment Non controllable

Leadership qualities and motivational ability of the management Controllable

Local competition Non controllable

Imitated goods Non controllable

Table No. 2 Internal risk factors for the companies entering in the rural markets
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Bathing Soap
Brand Lux Lifebuoy Santoor Others Hammam Total

Aurangabad 56 31 16 5 4 112

Kolhapur 33 52 20 17 0 122

Nagpur 48 38 11 6 2 105

Nanded 22 33 28 6 2 91

Nashik 38 36 31 13 2 120

Pune 37 33 15 10 1 96

Ratnagiri 42 34 18 7 3 104

Total 276 257 139 64 14 750
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= (7-1) x (5-1) =24.At 95% level of confidence Table value of Chi

square at n=24 is 36.415.

Chi square value observed here are 51.48594 which is greater

than table value. This accepts the hypothesis that rural marketing

practices and strategies need be develop to meet the rural

consumer's needs satisfactorily.

As per ORG per capita consumption in 2002-03 in urban area

was 887gms as against their rural counterpart it was 266gms.

Researcher found that even in 2007-08 in case of rural

Maharashtra 64 per cent respondents were behind in

consumption on soap compared to per capita consumption of

their urban counter parts in 2002-03.

Consumption related data of bathing soap collected by researcher

is shown in the following table.

It is interesting to know that 10 per respondents of rural

Maharashtra have per capita consumption at least equal to or

more than that of per capita consumption in Brazil where it is

1100gms. Since 64 per cent respondents revealed that per

capita consumption lower than 887, there is a potential in rural

market of Maharashtra for soap.

Following table enlists the characteristics of the rural youth of

India. the researcher developed this table on the basis of

observation of the rural consumer behavior.

The specimen commodity like bathing soap shows tremendous

opportunities in the rural areas. It is clear from the analysis that

the rural consumers are different and needs of them are not the

projections of urban poor's. The marketers need to develop the

products by keeping the rural consumer at the centre to be

successful in the rural markets of Maharashtra.

The above study is useful for the companies and organizations

working in the FMCG segment of the rural areas. The present

study is even useful to the management students and

Government of India.
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Per capita consumption of Bathing soap Details

Profile of the rural consumer

Conclusion

Practical implication

References
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Per capita consumption of Bathing soap % of Respondents

Less than 266 gm 1

Between 266 to 530 gm 24

Between 530 to 790 gm 38

Between 790 to 887 gm 1

More than 887 gm 36

100

Particulars Characteristics Strategies

Age young Youth are the catalytic agent of change
and considered as knowledgeable so
young centric promotion is advised

Education Pseudo literate Local language need to be used

Media habits Exposed TV is most popular media

Income source Various The dependence on agronomy enhances
the purchasing power. Small packs are
preferred but not for all the products

Quality awareness Conscious Quality product is needed

Adaptive to
technology

Adaptive Diffusion of technology need to taken in
to consideration

Socio-cultural
influence

Diminishing In the rural areas also modality is
entering in a new way. The rural folks
are found interested in improved
lifestyle

Brand stickiness Diminishing Multiple choices are available

Sr.
No.

1

2

3

4

5

6

7

8

9 Value perception Different than Urban Money for value and value for money
both need to be adapted depending on
nature of product

Table no. 6 Characteristics of rural youth of India.
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Introduction

Student Internships

In the last week of February, 2006, Miss. Shivani, Mr. Tiru Pratim

and Mr.Vivek Pachori, the first-year MBA students of batch

2007, ICFAI Business School (IBS), Hyderabad met their faculty

guide in IBS to discuss about the project allotted to them under

Summer Internship Programme (SIP). Along with other ten

students from IBS, they were allotted to a branch office of a big

reputed private bank (India), which has branches spread over

nationally and globally. The bank expanded within short time

and its fast and quality services were well received and

recognized by the customers. In the process of fast growth, the

bank had been coming out with innovative products to improve

its services to the customers, market and business as well.

During the process of selection for the internships, the students

were crazy and ambitious of working in that bank and when they

were informed about selection, they were overwhelmed with joy

by feeling that it was enough for their life and no more they

wanted. After reporting to duty and attending initial interactiive

sessions with the bank officials, the students became little-bit

shaky and nervous by feeling whether they could achieve the

business targets kept before them which were already planned

and in-process on par with the aspirations and aggressive moves

of the bank for improved customer service and market-

expansion. The students said “Sir, it is really a tough-time for us.

We have to take it as a challenge like 'do or die'.”

The faculty member understood the feelings of students and

started his usual ways of motivating students using his vast

experience. “Within one and half year, you are going to become

managers in companies with MBA degree in hand. There you

don't refer any text books or approach your faculty members to

learn and implement the things. You must understand the

environment, current processes and policies of the company.

You have to accomplish the things whatever assigned to you

within the stipulated time. You must perform at your best, show

fruitful results and get appraisal ever improved. Invite

challenges, innovate solutions and excel in career.”, the faculty

member said. By the words of their faculty guide, the students

were highly motivated and while leaving, they requested their

faculty member's continuous support to them. He assured his

support, not only limiting to their current SIP but also extendable

to their entire career life. The students went back to their new

assignments.

An internship may be a newly and purposefully created or

extended work placement that allows a student to gain career-

related or curriculum-related experience during or following the

completion of the student's formal education. Student

internships have long been recognized as important adjuncts to

college education across disciplines (Witmer, 1998). The

students undergoing the internship are called interns. The

internships vary based on the course the students undergoing and

the requirements of the organizations that offer. They may be

either paid or unpaid depending on the business policies of those

organizations. In the present case, the interns were paid good

amounts months and incentives as well. Generally, the

internships will be short-term projects related to their industry.

The internships referred in this case were of short duration, above

three months. Successful completion of any internship follows

submission of a project report by the student to the organizations

by describing and analyzing the work that went into it. The

report also integrates theory with information gathered at the

time of internship through experimentation, quantitative

research or data collected, etc. The interns in this case concluded

their internships by submitting a project report with all the results

ABSTRACT

This case deals with MBA student internships and details the way the students met the challenges in improving the online trading

business of an organization wherein they were placed and how they acquired necessary skills and confidence that paved way to

lead their future career after completion of their higher education. The case highlights the innovative and result-oriented strategy

implemented by a big reputed private bank in India and also the valuable and aggressive role played by the students who acted as if

they were employees of the bank in marketing its online services. The bank offered internships to management students, properly

trained them and utilized their services to enhance its business. Based on the observations made during the internship programme,

the case strongly recommends the concept of utilization of services of students of higher-education by various business industries

in the form of internships and enable them learn the right things and prove themselves to contribute to the business during their

short-term stay as interns.

Keywords: Internships, Management education, Higher learning, Learning styles, Business strategy, Career development.
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they achieved.

According to Rowland (1994), the deciding factor for most entry-

level jobs is relevant work experience or an internship. From

successful internships, the students can expect a variety of

personal, interpersonal and career-related outcomes (Beard &

Morton, 1999; Campbell & Kover, 1994; Horowitz, 1996;

Ferlmutter & Fletcher, 1996; Verner, 1993). Successful

internship programs require guidance and feedback from both

the practitioner and the academic supervisors (Ross, 1990). The

challenges of developing internships that are both effective

learning experiences for students and beneficial to employers

have been the subject of intense scrutiny (Flesher, Leach &

Westphal, 1996; Ovans, 1991). Beard (2002) conducted a series

of long interviews with interns and their onsite supervisors to

explore different ways in which certain assumptions, attitudes

and behaviours function to produce successful internships from

the perspectives of interns and their supervisors.

Clark (2003) suggested seven assignments that are both practical

and reflective in nature for enhancing the educational value of

business internships through academic assignments and

described them in terms of the ability of interns to promote the

learning objectives: (a) understand one's self and the job context,

(b) gather evidence of experience gained, (c) learn how to learn

from experience, and (d) integrate theory and practice. The case

would envisage how the students of IBS enhanced their

educational value by contributing to business improvement of a

bank.

Organizing internship programme has been a usual process every

year for almost all higher education institutes in India and abroad.

IBS is one of such institutes and it deals exclusively with MBA

programme. In IBS, Hyderabad, the faculty members and also

the people from Placements' division would be assigned the job

of finding internship projects for the students every year and this

exercise starts from September-October and ends up by

December every year. Once SIPs are generated by an individual,

the details of the SIP projects will be displayed in the campus

network and interested students will log in and upload their

resumes online. All the resumes thus uploaded will be forwarded

to the respective companies that offer the projects. Based on the

student-details furnished in the resumes received, the companies

will do initial scrutiny on par with their requirements. For final

selection of students, the companies either come to the campus to

interview the students or the students be asked to go to the

companies to face the interviews organized in the premises of

those companies.

In 2006, along with many reputed industries, a big reputed

private bank showed a lot of interest to take the students of IBS

for pursuing their SIPs in their branch offices. In the process, the

bank visited the campus of IBS, conducted interviews to the

students and finally selected good number of students and

distributed among some important branch offices on a trial basis

to study their performance in generating business from the web

portal. The particular branch office under study was allotted

thirteen (13) students taken from IBS, Hyderabad as interns for

above three months, from mid-February to mid-March, 2006.

In the process of continuous business innovation, similar kind of

products and services were already being introduced by some

other reputed financial organizations. To continue in such

competitive environment, the private bank under study took it a

challenge to increase the business enormously by increasing the

size of team members and agents. While the bank was looking

into various options to hire the services of temporary staff to

market its web-based product, it found the option of taking the

services of management students as a feasible one, based on

various factors like service at less cost, business educational

background, less effort on training, temporary staff, etc.

The business organization under study was one of the largest

banks in India and has a network of above 500 branches and the

present case refers to one such branch office located in

Hyderabad city. The bank's huge network also included global

offices. It offered a wide range of banking products and financial

services to corporate and retail customers through a variety of

delivery channels and through its specialized subsidiaries and

affiliates in the areas of investment banking, life and non-life

insurance, venture capital and asset management.

Since online trading grained its popularity over the offline or the

traditional model due to many benefits, primarily less hassle,

convenience and swift trading, evolving due to less paper work,

by streamlining the whole process using information technology

(IT), the bank's parent organization introduced a new online

(web-based) trading system to buy, sell and demat the equity

shares and started the online trading business under the name of a

website, an online trading portal in 2000. It provides the facility

for trading in Indian equity markets and investing in initial public

offers, mutual funds, insurance, government of India bonds,

postal savings, derivatives, etc. The bank assists its customers in

managing their finances by providing various investment options

ranging from tax saving bonds to equity investments through

initial public offers and investment in pure gold. In spite of

hurdles like the skepticism of investors about the online trading

concept and the mild performance of the Indian stock market in

the initial 2-3 years, the web portal was able to make a customer

base of between 1 to 1.5 lakhs. After 2003, induced by the inflow

of funds by foreign investors and the enhanced participation of

the retail investors, the upward journey of the portal was spurred

with great thrust to sales and thereby the customer base crossed 8

lakhs by making the bank a market leader in India.

The web portal head office was situated in Mumbai, with about

20 regional offices across India and each regional office headed

several city offices. This organizational structure permitted the

bank to capture the market more efficiently with increased

customer acquaintances. The regional office consisted of

various departments like sales, operation, etc. and each

department headed by a concerned manager. Each department

was further divided into several segments, each of which headed

by another hierarchical level of manager followed by client

IBS internships for the Bank under study

The Bank's background
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acquisition teams and team leaders and ending up its hierarchy

chain at the level of sales executive people, also called 'agents'.

Each of the client acquisition teams and the team leaders might

deal with either single or multiple activities, whereas each agent

dealt with a specific single activity.

A lot of competition and uncertainty has been prevailing in the

banking sector and the branch offices of banks have been

struggling to survive by maintaining and enhancing their

business. According to Lauri (2005), banks have long been

uncertain where to place their small business units, whether with

their commercial lending or retail branch operations. Opening a

business unit or a branch of a bank at a place will depend on many

issues like effective market niche, cost-savings towards rent,

parking, accessibility to customers, publicity, etc. Even though

the branch office of a bank is established by satisfying all such

conditions, still uncertainty prevails whether its business and

services attract the customers and help to survive in the

competitive world.

Iyengar (2006) comments that there are numerous instances of

banks leapfrogging the competition and redesigning the

competitive landscape, revolutionizing the way banking is done

through radical, innovative practices providing a clearly

differentiated value proposition and delightful customer

experience in an operationally efficient and cost-effective

manner. He adds that whether large or small or at the incipient

stage, these banks were quick to embrace the idea of technology

enabling their businesses and playing a pivotal role in taking

them to the next level. Information technology (IT) is the

technology that is creating miracles not only in the banking sector

but also in numerous other sectors. At present, most of the banks

and their branches automated their business, established ATMs,

online services, etc.

Even with the utmost usage of technology, the natural business

competency is still dominating the operating strategies and

techniques of the banks. Due to this tendency, the banks have

been ever refreshing and extending their products and services to

the customers. The branch offices of banks have been upgrading

their products and services in the light of changes being

implemented by their parent banks and updating their strategies

to survive in the market. They are implementing several

strategies to take their business to the customers.

Even though the existing management system of a bank

generates lot of sales leads, there is no guarantee that the leads

will be processed effectively, followed up and converted to the

maximum extent. There are several reasons for low conversion

percentage and some of them are:

Less team leaders

Poor product knowledge

Poor performance of employees

Lack of space

Inadequate manpower in back office operation

Inconsistent lead follow up.

Not only banks, but also many other business organizations have

been facing the problem of retention of employees, particularly

sales and marketing people, on whom lot of effort is being put up

by the banks to train and manage them. Because of the kind of

risk and effort involved, selling the financial products of banks is

quite difficult when compared to selling consumer products.

Once a customer has opened an account with the bank, the bank

should be keen on the feedback of the customer and take

necessary steps to retain the customer. The accounts of savings,

deposits, loans, etc. are routine activities of every bank and the

quantity of such business may be different in different branches

of any parent bank and different in the branch offices of other

banks situated in the same locality. To survive in such

competitive world of banking and sustain from the challenges

being thrown by other banks in terms products and services, most

of the branch offices of different parent banks are extending their

services and publicizing their innovative banking products. For

publicity and mobilization of various banking products, the

branch offices are relying on trainees and agents, but their

retention is becoming uncertain due to varying remuneration and

compensation offers of different banks.

For the particular branch office of the private bank under study,

thirteen IBS students were allotted to pursue their summer

internship programme. On the first day, the students were

briefed about the web portal of the bank and the job they have to

perform. The students were asked to generate business as per the

monthly targets being assigned after completion of three weeks'

rigorous training. They should use the services of the portal,

identify leads and convert them as customers for the bank.

Actually, the assigned banking product is a 3-in-1 account that

integrates banking, broking and demat accounts. This enables

the investors to trade in shares without going through the hassles

of tracking settlement cycles, writing cheques and transfer

instructions, chasing their broker for cheques or transfer

instructions, etc. with independence, speed, control and security.

Since the product was not a new one and most of the customers

were quite familiar with it and many financial organizations are

rendering their services, the trainees were highly motivated to

approach people (mostly employees of different organizations),

convince and join them as customers of the product by competing

among themselves.

Joe et al. (2001) classifies the two important banking entities,

namely, 'selling' and 'customers' into three different ways. The

three ways to sell are : clerk, salesperson, and consultant. The

three types of customers are: ideal, promising and difficult. A

clerk sells features, takes the order and wants to make the sale. A

salesperson sells needs/benefits, asks for the order, and wants the

next sale. A consultant sells system solutions, creates the order

and wants the relationship. Customer concern is price in the

case of clerk, it is performance in the case of salesperson,

whereas it is profit for the consultant. An ideal customer is value-

Business challenges in the banking industry

Interns as Trainees and Trainers
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based, clear and quick in decision with available budget. A

promising customer is workable with reasonable decision

capabilities, but without ready budget. A difficult customer is

uncertain and price-focused with prolonged decision making and

with questionable budget. Following the above categorization of

customers, the bank assessed the leads generated by the trainees.

The bank's branch organized a training programme on stock

market for a week and for the next week, organized training on

their product. In the third week, the trainers were trained on field

marketing, recruitment and training of agents; calling, meeting

and convincing the customer to get the application form filled.

Once the trainees were trained well to handle business and even

to temporarily recruit some agents to improve the business, a

trainee with a group of some agents would become a trainer. The

students said “We were trainees purely for two weeks and later on

attained a dual role with the job of trainers.”

The overall duties and responsibilities of the so-called trainees-

turned-trainers include managing a team of sales agents, training

them and managing leads which involves talking to the

customers by physically approaching them or over phone in order

to convince them and increase the lead conversion rate. With

such challenging objectives, the trainers worked very hard to

build a strong sales force for the bank's product and meet the

targets assigned to within the deadline. Some trainees even

visited colleges and management institutes to recruit agents.

The feedback of the trainees/trainers on improvement of business

of the bank's branch had been collected from time to time by the

bank. The interns were highly motivated to ever improve their

business performance by meeting or exceeding the targets

assigned to them. The interns that met the targets were even

offered some incentives and those that outperform by exceeding

the targets were offered additional and proportional incentives.

This strategy of the bank led the trainees/trainers to generate as

much business as possible.

Some trainers were sent to big IT organizations like GE, Genpact,

Infosys, Satyam, etc. and also manufacturing and service

organizations including telecommunication services to get

customers. Their agents were guided to approach different

organizations and establish stalls either inside or outside the

office premises. The trainers tried their best to motivate and train

the agents to acquire marketing skills to get more customers by

opening demat accounts. The trainers continuously supervised

the activities of the agents and the business generated by them.

At the end of their tenure, the trainers were replaced by well-

trained agents who would act as the new trainers from that time

onwards and thus the chain would continue.

Overall, the methodology implemented by the trainers was:

Recruiting agents or sales executives from colleges, placement

agencies, Insurance and Loan companies to build a team of

quality people;

Training and motivating agents on a regular basis.

Measuring performance of the sales executives on a weekly

basis;

Opening stalls inside or outside big IT and other business and

services organizations and even outside the ATM counter of the

bank.

Distribution of pamphlets in important vicinities to publicize the

bank's product.

Resolving issues of customers relating to their accounts.

Organizing the details of the prospects and the customers as well

and generating reports.

Implementing genuine and efficient lead management.

An organization without sales leads is essentially out of business.

Similarly, an enterprise overwhelmed by leads without a strategy

to properly qualify them is teetering on the brink of failure.

Whether the bank is at either extreme or somewhere in the

middle, the sales team can benefit substantially by building and

sustaining an effective lead management process as a component

of their CRM (Customer Relationship Management) approach.

Broadly speaking, the lead management system can be divided

into five major components, namely, lead generation, lead

assessment, lead distribution, lead processing and lead report.

Within a short-while, all the trainees acquired familiarity with the

system of lead management and its components.

Lead generation is done from various sources like personal

meetings, opening stalls and advertising, opening online

registration leads, call centre leads of the bank, SMS leads, bank

branch leads, etc. Employees of good companies had been

approached and the details of the product explained to them.

Opening stalls inside or outside big IT and other business and

services organization and even outside the ATM counter of the

bank also helped the trainees and their agents to generate leads.

Any customer, interested in opening an account, logged on to the

online product and registered and in return, the online system

generated an account reference number (ARN) which was

unique for every individual who registered online. This ARN

was used as the reference during the time of allocation of leads.

The data and information of the call centres of the parent bank

was also utilized to generate leads. The messages received by the

SMS numbers of the bank provided on the publicity systems of

the bank were also used to generate leads.

Once the leads were generated, they were assessed and assigned

the appropriate customer levels as categorized by Joe et al.

(2001), namely, ideal, promising and difficult. When the leads

had been assessed and assigned a level, the lead along with all

responses were assigned to the respective sales executives for

processing. Leads should be properly followed up until they are

converted. Processing of leads included talking to customer,

providing the customer with required information, fixing an

appointment, visit of a sales executive at customer's convenient

place as per fixed appointment, completing all the formalities

Strategy of the bank and theAction-Plan of trainees/trainers

Efficient lead management created by interns as the right

Business Solution!
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required for opening an account, and finally in-warding the

customer application form, that is, submitting the form in the

branch office.

After processing the leads, the feedback of the respective

customers and sales executives was collected for each and every

lead. Reports were generated from time to time on the status of

leads to assess the performance of the sales team headed by the

main trainee. The report enabled the team head to know not only

the status of leads, but also the performance of the respective

sales team.

The lead management thus followed by the interns is logically

represented in the figure, Fig.1. At every stage of lead

management, even though the interns initially struggled, after

learning the right lessons in the environment of rigorous effort,

zeal and intelligence, they advanced further and further

competing among themselves.

The back-office team performed core activity of processing the

applications including scrutinizing, in-warding, accepting and

rejecting applications. “A back-office team of 7-8 members

could put up the best to match with the sales generated by about

100 agents. However the process could be smoothened by

processing forms received on the same day. A better

coordination between back office and sales people could be

established, if back office provided information (notice board)

regarding the forms status on a day to day basis.” the interns

expressed.

The interns gave the following list of activities as to be treated as

very important to help manage and lead the sales teams:

Assign the responsibility of managing and tracking leads to a

person or a team of people.

Access, evaluate and respond to leads on a timely basis.

Distribute leads appropriately to sales people, resellers,

distributors, etc. and establish good communication link with

them.

Check the status and whereabouts of every lead throughout the

sales cycle.

Understand and use the possible marketing options to reach more

potential customers and achieve greater ROI (Return Of Income)

on the programs of the team.

They strongly supported the achievement of efficient lead

management system that could benefit the bank in several ways

like:

Centralize leads received through multiple sales channels.

Accurately determine the acquisition cost of a sales transaction.

Efficiently forward leads to the most appropriate sales channel.

Consistently assure for lead follow-up or

disposition.

Assess the efficiency of sales personnel,

campaigns and marketing efforts.

Mine sales lead data in order to leverage

existing CRM systems.

Rice (2006) of Kaleidico says “Increasing

conversion rates on sales, particularly Internet

lead conversion, is often focused on

prioritizing or grading the best leads, but

identifying and routing the best lead to the

wrong sales process or person will cause more

significant attrition.” The feedback of the

trainees confirmed this fact. The interns also

validated another statement of Rice (2006)

that a phenomenal customer experience can

only be delivered if we effectively aggregate,

pr ior i t ize , d is t r ibu te , and respond

appropriately to every lead. The trainees contributed from all

corners to enhance the business of bank by feeling as if they are

real employees of the branch office.

Selecting sales representatives would be simple if one knows

what traits to look for. One good starting point is to ask the

customers about the traits they prefer. Most interviewed

customers said that they want the sales representatives to be

honest, reliable, knowledgeable, and helpful. Another approach

is to look for traits common to the most successful salespeople.

Beyond differences in productivity, great waste resulted in hiring

the wrong people. Interns, from their short-term experience,

expressed that a sales force with many new people is less

productive. Interns performed their job with lot of commitment

and responsibility.

Training the temporarily recruited trainees and subsequent

recruitment and training programme implemented by those

trainees to recruit and train sales executives by forming a sales

team boosted the business of the bank's branch office. Sales

improvement during the last month (of total training duration of 3

Finally, what did the interns achieve and report?

Lead generation

(Personal meetings, Stalls and
advertising, Online registrations,

SMS, Call centre and Bank’s
contacts, etc.)

Lead assessment
(Level : Difficult, Promising, Ideal)

Lead distribution

(To Sales executives)

Lead processing

(Talks with customer, completing formalities,
Sending application to branch, etc.)

Lead report
(Status of leads, Performance of sales

team, Feedback of customers, etc.)

Fig. 1: Process of lead management
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months) was about 60% when compared to that of previous

month. The lead conversion ratio was around 15% in the first

month (including the initial training period of three weeks) and it

increased enormously by being in the range of 30-35% during the

remaining period of two months. All the trainees recruited about

90 sales executives out of total 300 people applied for the job of

New Sales Agents for the bank's online product. The overall

report of the sales team and the generated business is given in

Table 1.

The interns reported, “The issues of effective distribution,

management and following-up new and qualified leads are

critical to the sale of online product of the bank, because the

product relies on the information transactions to drive business

and achieve higher customer retention rates. The cost of each

lead conversion (or completion) becomes very expensive when a

high degree of human capital overhead is required to distribute

each lead to the correct team member. Hence, the cost of each

lead conversion should be minimized. In addition, effective

management and quality assurance of each lead should be

guaranteed. The lead management system should provide a

consistently high level of new demat prospect customer service

due to its ability to quickly, timely and responsively convert leads

received through multiple sales channels into profitable sales

transactions.” The management trainees put up maximum effort

and support to evolve an efficient lead management system

within their workplace to enhance the business of the bank.

Some interns enthusiastically initiated the concept of paperless

lead management system, where the agents don't have to

maintain notepads for managing their leads. The agents at the

end of the day typed their feedback into the terminal maintained

by the team leaders. This method made the client servicing

easier, flawless, and effective with accurate documentation

system.

The faculty guide from IBS, after going through the progress

report of each intern and also the consolidated report as given in

Table 1, was overwhelmed with the results shown by his students

and he admired the efforts of IBS students in meeting the

challenges within such a short duration of about three months in

the highly competitive banking environment. He noticed a lot of

change in the faces of the students-turned-interns, by comparing

the finally glowing faces with achievements with the faded faces

shown by them at the start of the SIP. The faculty guide exhibited

pride through facial-expressions like his students with lot of

unsounded words, “Are these not the successful internships?

Could such successful interns be recalled as 'Student

Professionals'? Couldn't they be future successful managers?

Didn't I contribute to their success along with the bank? Couldn't

the student internships help the companies sinking in business

due to current recession problems? “ After completion of

graduation in 2007, the students met the faculty guide, recalled

their thrilling moments of their SIP and took his blessings by

proudly conveying a sweet note, “Sir, we are all recruited by the

same bank and placed at various cities all over India.”

The case study moved around the internships, training of interns,

their achievements in enhancing the business of a company

wherein they were placed for a short duration. The students

proved themselves in meeting the challenges and business targets

successfully. The case explained how the student interns were

properly guided and oriented to achieve their targets by working

in a new and challenging business environment. The students

could use their previous academic knowledge as a theoretical

base and during internship programme, they could perceive real-

world scenario to learn many technical and administrative things

to achieve the targets assigned to them. All such internship

programme was part of the curriculum of their management

degree programme. This case is a good example of doing

successful internships and also recommending business

companies to utilize student internships to enhance business and

save recruitment costs at any time and also during recession

times. The successful interns might definitely be considered for

their final placements, after their graduation, in the similar

industry or they might get better opportunities in other industry

based on their commitment and achievements exhibited in the

internship programme.
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Introduction

Advantages of OnlineAdvertisements:

Global Reach to target audience

Informative &Affordable

Easy to Track and Measure Conversion

Speed

Flexible Payment

Better ROI

Better Branding through EasyAudience Engagement

Marketing has always been one of the most important functions

that the company focuses upon to increase its revenue. It begins

with knowing the needs of the customers and ends with satisfying

those needs with a subsequent feedback.

Online marketing is marketing of a product or service via

internet. Traditionally, customers prefer to touch, feel, taste, hold

and see the product before buying, but with online marketing, the

marketers are trying to impress their customers on the net. They

are trying to know the need of the customers, trying to make them

aware of a product and persuading them to buy it by using a

virtual medium: the internet. This is a new phenomenon and still

in its initial stage in India. The term online marketing refers to

using the power of Internet advertising to generate a response

from your audience. Also known as Internet marketing or web

marketing, online marketing is used by companies selling goods

and services directly to consumers as well as those who operate

on a business-to-business model.

The number of internet users is on a rapid rise worldwide and is

used by people of all age and types. Internet has also become a

major and effective medium for advertising due to its inherent

features as discussed below.

The online advertising equip the ads with a wider reach and this

globally wider reach helps in making the advertisements

accessible to more audiences and potential target customers,

which ultimately helps in getting better results with relevant

leads through the online advertising campaign.

In online advertising, the advertiser is able to convey more

details about the product / service to the audience and that too at

relatively low cost. Most of the online advertising campaigns are

composed of a clickable link to a specific landing page, where

users get more information about the product mentioned in the

advertisements. Online advertisements are much affordable

when compared with the traditional advertising costs. With a

much lesser cost one can advertise on the net for a wider range of

audience and greater geographical locations.

Measurability and easiness to track the conversion makes online

advertising miles ahead on the traditional advertising methods.A

lot of effective analytics tools are available to measure online

advertising campaigns which help in more improvisation of the

ads.

Online advertising is much faster than offline advertising and one

can start sending out ads to a wider audience, the moment one

starts the advertising campaign.

Payment flexibility is another added advantage of online

advertising and marketing. In offline advertising the marketer

needs to pay the full amount to the advertising agency

irrespective of the results. But in online advertising there is the

flexibility of paying for only qualified leads, clicks or

impressions.

Online advertising is mainly focused on performance based

payment and the marketers ROI is sure to be far better when

compared with offline advertising.

Online advertising makes is easy for the audience to engage with

the ads and subsequently with the products. Any form of
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advertising helps in improving the branding and online

advertising stands a notch high in improving the branding of the

company and service or product.

The customers can benefit from online marketing due to the

following reasons:

: There is a sea of information that a

customer can find on the net. With the help of this information,

the customer can choose the right product/service that satisfies

his needs.

According to the recent research on consumer behavior on the

Internet users (Cotte, Chowdhury, Ratenshwar & Ricci, 2006),

there are four distinct consumer groups with different intentions

and motivations:

Exploration: This type of customer is always on a look out for

new type of products and surfs the net to 'explore' the new

products.

Entertainment: This type of a customer surfs the internet for

the purpose of entertainment.

Shopping: This type of customer surfs the net with the

intention of shopping.

Information: Majority of the customers fall into this type,

wherein they log on to the net for information gathering.

: In today's fast and busy world, the most

precious resource is time. Today the customers does not prefer to

spend too much of time to

: Internet has entered every array of

people's life. The availability of the internet at home and offices

has made it a favorite source of information for many.

: Internet is a very convenient medium and a person

can seek information and order products and get them delivered

by sitting at home.

:

: Due to the technological

advancements, customers get a high degree of privacy of data

transactions which are highly secure.

: In affiliate marketing, a business

recruits associates to promote the company's products or

services. The associates receive a commission or other

similar rewards for every sale, visitor, subscriber, or

customer they bring to the company. Amazon.com

Associates Central is an example of an affiliate marketing

program that Amazon.com uses to encourage private

website owners to bring traffic to its site.

: Display advertising involves the use

of web banners or banner ads placed on a third-party website

to drive traffic to a company's own website and increase

product awareness.

: Companies that use email marketing

send promotional emails directly to the customers informing

about the product/services, discount offers, schemes etc.

: Interactive advertising involves

the use of animations and other graphic techniques to create

ads that engage the viewer and invite participation.

: Search Engine Optimization

(SEO), paid placement, and paid inclusion are search engine

marketing techniques that companies can use to increase

their visibility in the search engine page results from Google

and its competitors.

: Viral marketing is a technique is which

companies encourage customers to pass along information

about their products or services. Company websites that let

visitors email interactive games or funny video clips to their

friends are an example of a viral marketing effort.

Online advertisements though cheap and upcoming have their

own set of challenges.

The marketer should know the nature of online

advertisement before its use. This depends on the type of

product and service advertised and the type of online

advertisement used to advertise the product /service.

Organizations spend money to advertise on Websites that

generate many unique hits but sometimes do not attract

customers to their businesses. One should not advertise on

those sites that do not deliver quality leads that convert into

sales.

Therefore, it is essential to track the results of the campaign.

Email marketing is another effective tool in the arsenal. If a

marketer is sending unwanted mails then he might be

sending a Spam. If mail marketing often used in ones

business, email sender is a tool available in the market that

prevents one from spamming messages. The marketer

should also take care to send mails to only those who have

opted in to receive such kind of mails.

Selling a product through pop-ups can distract a viewer as it

blocks the utility for him. In such a case, this method looses

its effectiveness.

Many times, it happens that the means chosen, the research

on target customers done is complete and appropriate.

However, one cannot make effective sales. In this case, the

content should be checked. It should be ensured that the

content is fresh, crisp and updated from time to time. If a

viewer sees the promotion, he wants to have the information

first and later looks for the style or presentation. Hence, the

marketer should first provide the relevant information. After

complete information, presentation also matters as it creates

an impact on a viewer's mind. The entire format should be

Effect of online advertisements on the customers:

Information overload

Scarcity of time

Availability of internet

Convenience

Control is in the hands of the customers

Privacy of data and security

Types of online advertisements

There are following types of online advertisements

Affiliate Marketing

Display Advertising

Email Marketing

Interactive Advertising

Search Engine Marketing

Viral Marketing

Analysis of the challenges of online advertising
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presented in a way so that the viewer is curious about the

product and ends up in its purchase.

A recent survey conducted by research companies in the

advertising industry led to estimates that will place internet

advertising revenues close to $428 billion in 2011, a big jump

from last year's $220 billion revenues. 21 percent of global

Internet users now consider online advertising to be more

relevant than traditional media such as radio, television,

newspapers and magazines. According to a report from

eMarketer, spending for online advertising in the United States

rose by 13.9 percent last year.

This global trend is now sweeping across India and has become

one of the more accepted and preferred advertising mediums by

businesses and corporations. In an online performance study

conducted by Ozone Media, internet advertising jumped 70

percent in performance in 2010. Many companies are also

considering using online digital media for display advertising, as

they are now seeing the potential of tapping into India's Internet

community as a viable market for products and services.

According to Technology for Marketing and Advertising India,

the advertising industry in the country will continue to grow by

12% and will reach figures of up to INR 246.9 billion. Internet

advertising will take a major part in this, with the fastest CAGR

of 29.6% within the next five years, and is expected to reach $220

million in 2011, as indicated in the report published by the

Internet and MobileAssociation of India.

In 2011, the biggest contributor and investor to internet

advertising is still expected to be the Banking, Financial Services

and Insurance industry, which is projected to take up to 39

percent of the total market share. Print Media as well as the

Education industries is expected to experience the highest

growth rate of 76 percent, followed by the automobile industry at

46 percent. It is expected that the public will experience more

product launches online.

The popularity of social media will also play a significant role in

the growth of Internet advertising in India, getting 17% of the

share over other online marketing tools such as email marketing

and other online marketing mediums, including search engine

optimization, search engine marketing, and website banner ads.

Advertisers will also be focusing more on online display ads than

text advertisements.

Indian companies are now putting more confidence in internet

advertising and many are ready to commit advertising dollars in

this marketing channel for this year and in years to come. The

rapid growth of the Internet in the nation as well as the growing

popularity of social media networks are prompting commercial

and business advertisers to expand their marketing initiatives to

include Internet advertising and take Indian businesses to a

whole new level.

The Internet has come a long way in terms of advancements in

technologies since it was first introduced. It opened countries to

global communication which had hardly been heard of or

experienced before, practically making the world a whole lot

smaller and more accessible. It is for this reason that the Internet

offers a perfect vehicle for businesses across the globe, including

India, to launch and distribute products and services to a more

massive potential clientele.

According to the Indian Revenue Service, the Internet has

outperformed all other diverse media channels in terms of

compound annual growth rate (CAGR), with figures reaching up

to 37.3 percent. This is much higher than the registered growth

rate for terrestrial television at 7.1 percent CAGR, print media at

3.7%, CAGR and cinema at only 3.1% growth rate.

The growth in popularity of Internet advertising in India can be

attributed to several factors, some of which are discussed below:

The number of online users in the country is steadily growing.As

of 2010, there are 81 million Internet users in India out of the 1.17

billion total population, for a 6.9% penetration rate according to

statistics from the International Telecommunication Union

(ITU). These figures will continue to grow rapidly in the coming

years as more operational Internet providers will open up shop

and gain more subscribers.

Aside from the existing local Internet users, there is a very large

number of Indian expatriates at various locations across the globe

who are all consuming content targeted for Indian audiences.

These Indian expatriate have better access to online media, have

higher rates of consumption, and the paying capacity to make

online purchases.

India has a high literacy rate, and yet the use of the English

language is low and there is a lack of available online content in

the local vernacular, which is preferred by a majority of Indian

online users. This gives Internet advertisers more focus in

marketing to targeted audiences with ads and Internet campaigns

specially designed for Indian consumers.

60% of online users in India regularly access the Internet, mostly

through dial-up connections or through the various cyber cafes in

the country.As of 2009, the ITU reported that there are more than

5,280,000 broadband subscribers in the country with access to

more diverse Internet content and services.

In India, the same as everywhere else, the cost for marketing in

traditional forms of mass communication like television, radio

and print are very cost-prohibitive in terms of the ratio of cost

against market reach. Internet marketing is much more cost-

efficient as it does not cost businesses that much to create

websites, maintain opt-in lists, and other online advertising

techniques.

Traditional advertising media uses a shotgun hit-and-miss

approach, while Internet marketing tools are aimed towards more

targeted audiences. Internet marketing methods such as pay-per-

click, pay-per-action and pay-per-play advertising can solicit

response only from targeted audiences giving advertisers more

cost effective advertising displays to market their products.

Online advertising scenario in India

Factors Influencing Internet Advertising in India



50 PMR JAN - JUNE 2011

Internet marketing uses more inter active tools that engage

consumers in a more in-depth manner than traditional passive

media. Potential customers can readily provide their comments

and feedback, giving companies real-time analysis as to what

customers need in order to better align their marketing strategies.

On top of that, Internet marketing tools have better and faster

ways of measuring marketing statistics, giving them insights as

to what would be more appealing to their targeted customers.

Internet marketing is made more effective due to word-of-mouth

or viral marketing, with much Internet marketing content easily

shareable through various popular social networking sites in

India such as Orkut, Facebook and Bharatstudent. Such online

content can also be shared through blogs and video sharing sites,

giving the potential of reaching a wider audience even more.

Following examples show us the impact of online advertisements

on the sales of the products /services.

Research by Shun & Yunjie Research by Shun & Yunjie (2006)

showed that product such as software, books, electronics and

music have a high sale rate. Reason for this is that when

purchasing these types of products, one does not require personal

inspection and most, if not all features, can be outlined in the

product description and images. The prospective buyer can look

at the product catalogue and make his/her decision and need not

go to a book vendor to make his purchase.

“I have found [Facebook Ads] SO

effective. My business wouldn't be

anywhere close to where it is today

if it weren't for Facebook, and the

ads campaign. “ Chris Meyer,

President CM Photographics

People treat Facebook as an authentic

part of their lives, so that the

advertiser can be sure that they are

connecting with real people with real

interest in their products. Facebook Ads provided CM

Photographic the ability to target their exact demographic 24-30

year old women whose relationship status on Facebook indicated

that they were engaged.

They used the following advertisement which was linked

through Facebook.

Over 12 months, CM Photographics generated nearly $40,000 in

revenue directly from a $600 advertising investment on

Facebook. Of the Facebook users who were directed to CM

Photographics' website from the ads, 60% became qualified leads

and actively expressed interest in more information.

CarWale.com, one of India's leading automotive web portals with

corporate offices across Mumbai and Delhi, allots 80% of its

budget to the online medium; a large portion of it goes to Google

AdWords. Launched in October 2005, CarWale.com is now

India's leading automotive web portal. Owned by Automotive

Exchange Pvt Ltd, it is backed by India's leading early stage

venture capital firm Seedfund, and top tier US venture fund

Sierra Ventures.

The intent behind forming CarWale was to offer well researched

content to both car buyers and sellers in India to enable them to

make informed choices. CarWale also connects users to leading

car manufacturers like GM, Skoda, Mahindra, and so on. It also

has affiliations with leading insurance and finance companies.

In the year 2010, CarWale influenced 1.5 lakh new car sales,

which amounts to 10% of the total cars sold in the country.

Additionally, 30,000 users make inquiries on the website per

month, and a significant portion of this traffic converts into sales.

CarWale.com turned to Google AdWords for online advertising

to help them attract more users. This has helped CarWale.com get

around 20-35 % new visitors per month. The online medium

worked wonders to help them effectively target two different

audiences buyers and sellers, on one hand and manufacturers

and dealers, on the other.

Tufail Khan, Vice President Marketing, finds the online medium

aligned to the ROI centric approach of the company. This is the

reason CarWale.com has allotted 80% of its advertising budget to

the online medium, of which a large portion goes towards Google

AdWords. It combines this with offline media campaigns for

effective branding.

According to Tufail, 'Conversion Tracking' in Google AdWords

is an effective way to track ROI, and to make future predictions'.

The Keyword Tool is also used extensively by the in-house team

to check search traffic and cost estimates, before adding new

keyword to their account.

Increasing customers by increasing traffic with the help of

appropriate keywords. The use of PPC, SEO, local business

results, article marketing, for reaching the right customer

there by increasing number of transactions per customer.

Placing the advertisement at the right location.

Increase of customer communications by building the

customer mailing list and with the help of autoresponders,

newsletters, broadcast messages, etc.

Reminders for services and specials to the customers so that

the customer is always keept 'informed'.

The online marketing strategy is based on getting more potential

customers to your site and converting them into paying

customers. Through using a wide variety of techniques one can

Some select examples where online advertisements have

made a difference in the sales of the product/ service.

1) Research by Shun &Yunjie

2) CM Photographics

3) Carwale.com

Techniques used by the above mentioned companies to make

online advertising more effective and to gain Business's

Profits

Conclusion
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pinpoint those customers and make sure that they find the

marketer's business when they search online for products or

services that the marketer provides. When they find the website a

variety of other online marketing tools will be waiting to convert

them to buying customers.

In order to do this effectively, most of the focus should be on two

major aspects of ones marketing plan: using keywords in all

online content and creating as many links as possible to the

website. The more backlinks , the better the site will place in

search engine results and the more people will find the website.

The effective use of keywords, the more search engine friendly

the content is and therefore more likely to be ranked.

The more visitors the marketer gets to his website will result in

more new customers for him. New customers mean an increase in

sales and profit.

Therefore, online marketing is fast becoming the buzz word and

though it faces a lot of challenges, which can be overcome by

applying certain measures as mentioned in the research paper.

The day is not far when online marketing will overtake the

traditional advertising medium.
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