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From the Chief Editor

PETER DRUCKER (1909 - 2005): An Enduring Asset to Management Research
and Applications

"Management means, in the last analysis, the substitutions of thought for brawn and
muscle, of knowledge for folkways and superstitions, and of cooperation for force. It

means the substitutions of responsibility for obedience to rank, and of authority of
performance for the authority of rank.”

- Peter Drucker

The history of Human civilization is replete with glorious examples of application of the
Principles of Management. The Practice of Management is probably as old as human
civilization. Indeed, Individuals have been applying management techniques, in one form
or the other, ever since they began to work together in groups to achieve some common
purpose. The building of the Taj Mahal in India, the pyramids in Egypt or the Great Wall
in China called for management - of money, people, materials and time - the very same
resources that managers of today must work with to achieve their goals. The empires
of the past could not have survived without management - and when they crumbled,
they often crumbled due to bad management.

However, as civilization progressed, the scale and ambition of human endeavors became
much grander and the organizations that came into being to achieve these objectives
became more and more complex. The birth of modern management can be traced to the
organizations - still fairly simple and unsophisticated in comparison to the giant corporations
of today - that arose and grew out of the industrial revolution. Management as a discipline
took on the form that is taught in business schools only in the last century, when these
organizations became large and complex, with multiple products and services, with
operations in diverse and distributed markets. To manage this complexity and direct the
efforts of all the organizational constituents to common objectives, sophisticated tools
and techniques to plan, monitor and control organizational activity become necessary.
As these needs evolved, so did the discipline of management.

The evolution and the growth of management thought over the past century was largely
a contribution of the iconic Peter Ferdinand Drucker (1909 - 2005) recognized as the
greatest Management Thinker of the twentieth century. In this centenary year of Peter
Drucker, who in his 48 publications spanning over 66 years between 1939 and 2005,
focused on the symbiotic relationship between the practice of management and it's
concepts - who forever believed that management concepts are derived from applications
and not the other way round - we humbly dedicate the inaugural volume of the NSHM
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Peter Drucker was born on November 19, 1909 at Kaasgraben, Vienna, Austria. He died
on November 11, 2005 at Claremont, California, USA, leaving behind a rich legacy fq
the human kind. Among Drucker's early influences was the Austrian economist JOSEpt:
Schumpeter, a friend of his father, who impressed upon Drucker the importance of
innovation and entrepreneurship. Drucker was also influenced, in a much different way
by John Maynard Keynes, whom he heard deliver a lecture in Cambridge in 1934, 1
suddenly realized that Keynes and all the brilliant economic students in the room were
interested in the behavior of commodities," Drucker wrote, "while I was interested in the
behavior of people."

Indeed, over the next 60 years, Drucker's writings have been marked by a clear focus
on interpersonal and inter group relationships among human beings, as opposed to the
crunching of numbers. His books were filled with lessons on how organizations can bring
out the best in people, and how workers can find a sense of community and dignity in
a modern society organized around large institutions.

His career as a business thinker took off in 1942, when his initial writings on politics and
society won him access to the internal workings of General Motors (GM), one of the

largest companies in the world at that time.

The resulting book, Concept of the Corporation, popularized GM's multidivisional structure
and led to numerous articles, consulting engagements and additional books. GM, however,
was hardly thrilled with the final product. Drucker had suggested that the auto giant
might want to re-examine a host of long-standing policies on customer relations, dealer
relations, employee relations and more. Inside the corporation, Drucker's counsel was
viewed as hypercritical. GM's revered chairman, Alfred Sloan, was so upset about the
book that he "simply treated it as if it did not exist," Drucker later recalled, "never
mentioning it and never allowing it to be mentioned in his presence."

Today when GM has filed Bankruptcy petition in US courts, we have come to realize how
relevant Drucker was. He taught that management is "a liberal art," and he brought
about a synthesis between management thought and inter-disciplinary inputs from history,
sociology, psychology, philosophy, culture and religion. He also believed strongly t_hat
all institutions, both in the public,and the private sector, have a responsibility to society
since according to him, society was indeed, a major stakeholder of business. "The fact
is," Drucker wrote in his 1973 magnum opus, Management: Tasks, Responsibilities, and
Practices, "that in modern society there is no other leadership group but managefﬁ-'lf
the managers of our major institutions, and especially of business, do not take responsibility

for the common good, no one else can or will."
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The Adventures of a Bystander

Peter Drucker has been writing for approximately 66 years, about everything from
management and economics to philosophy and politics with a nonconformist perspective
on business and society that continues to catch the attention of followers. But in the
autobiographical classic Adventures of a Bystander - considered the best of his 29 books
by both readers and Drucker himself - the spotlight is turned around to illuminate those
he met along the way, who best exemplify his envisioned ideals of pluralism and diversity.
Among them stand out: Sigmund Freud, Henry Luce, Buckminster Fuller, Marshall McLuhan,
Fritz Kraemer, and "the man who invented Kissinger." - Howard Rothman.

The Practice of Management

This book published in 1954 was his most famous book. This classic volume achieves a
remarkable appeal without sacrificing scientific accuracy or depth of analysis. It is a
valuable contribution to the study of business efficiency which should be read by anyone
wanting information about the developments and place of management, and it is as
relevant today as when it was first written.

This book was written out of many years of experience in working with various types of
managements. It aims to be a management guide, enabling readers to scrutinize their
own work and performance, to analyze their weaknesses and to improve their own
effectiveness as well as the outcome of the endeavor they are responsible for.

Managing for Results

A successful innovative company is always awake to spot the opportunity in its environment.
They not only spot opportunities, but also believe in creating one. Peter Drucker says,
"Opportunity is not created; opportunity is where you find it". Peter Drucker, in his book,
"Managing for Results," suggests a focus on opportunities rather than on problems. He
proposes three opportunities - adaptive opportunity, complementary opportunity and
breakthrough opportunity which enable sustainable growth.

Drucker stresses the importance of combining specific economic analysis with a grasp
of entrepreneurial force in business prosperity. This influential book on management
focuses on the qualitative aspect of enterprise viz. innovation, leadership, staffing,
resources, revenues, prospects. The author takes a stand that the customer is the
business. It is an irony that many companies tend to forget this simple but profound fact.
He also writes that knowledge is the business. Though written quite some time back,
this has assumed great relevance in today's knowledge economy. It is also a reminder
that business is a rational pursuit and that the executive in business has a very important
contribution to make to the society.

The Frontiers of Management

This book is a compilation of 35 previously published articles and essays, 25 of which
have appeared on the editorial page of the Wall Street Journal. Drucker uses a common
theme to bring them together - the kind of tomorrow we will have depends "on the
knowledge, insight, foresight, and competence of the decision makers of today."
His articles are put into four parts: Economics, People, Management and the Organization.
Each part presents Drucker's views on the course we are or should be going to meet the
challenges of the future.
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= A belief that taking action without thinking is the cause of every failure.

= He acknowledged that his initial concept of plant community never materialized and
by the 1980s, suggested that volunteering in the non-profit sector was the key to fostering
a healthy society where people found a sense of belonging and civic pride.

= The need to manage business as balancing of a variety of needs and goals, rather than
subordinating an institution to a single value. This concept of management by objectives
forms the bedrock of his 1954 landmark "The Practice of Management".

= A company's principal accountability is towards its customers. Income is not the primary
goal, but rather an indispensable condition for the company's continued existence.

= An Organization should have an appropriate approach for executing all its business
processes.

= A belief in the notion that great companies could stand among mankind's noblest
inventions.

s The chapter "The Sickness of Government" in his book "The Age of Discontinuity"
formed the basis of the New Public Management, a theory of public administration that
dominated the discipline in the 1980s and 1990s.

Academe - Industry interface is a shared value at NSHM Knowledge Campus. The NSHM
Journal of Management Research and Application is a manifestation of this shared value.
I invite management researchers, professional managers, students and faculty to
participate in this unique and exciting adventure of sharing knowledge and adding value
to each other’s learning.

Santanu Ray

Business K&'s‘éaf:@ aemﬁm’g‘fmation Centre, NSHM Business School
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Message from the Coordinator -
Business Research and Information Centre

Dear Friends,

We at Business Schools are always concerned with training our students to become futyre
business leaders - providing them with cutting edge inputs that are industry oriented.
But to reach and remain in the know and alive to every situation necessitates that the
knowledge workers in the community be constantly in touch with research and at the
same time draw on the experiences of the corporate decision makers. This involves not
only reading up on current research work and awareness of the best and latest practices
in the diverse fields of management sciences but also preparing and publishing one's
own work on the scholarly platform. To facilitate the pursuit of this ever continuing goal,
the Business Research and Information Centre at NSHM Business School is launching the
NSHM Journal of Management Research and Applications that aims at becoming the
leading platform for the management academicians and practitioners interested and
working in the areas of general management, corporate strategy, policy and governance;
finance, corporate laws; public policy; IT and systems; marketing; technology and
manufacturing and related areas like economics, sociology and other social sciences. The
broad spectrum of interest is intended to reflect and capture the multi- and inter-
disciplinary nature of management studies and to highlight the fact that management
training is not only about efficient decision making but producing socially responsible
decision makers as well.

The Journal will focus on scholarly articles based on primary research as well as best

practices pursued in the industry. It will also consider and publish interesting and timely
case studies that will reach out to a wide audience including students and practitioners.

I hope that we will keep receiving exciting submissions from you along the way as we
grow from strength to strength.

Happy using of our grey cells!

Rajlakshmi Mallik



Porter's Generic Strategies and their
Application in Supply Chain
Management

Inder Jit Singh Mann*, Vinod Kumar,
Uma Kumar & Hanuv Mann

Abstract

Michael E. Porter started a new phase in strategy field by his writings on competitive
forces. This paper examines his generic strategies and models. An attempt is made to
understand whether these models can be applied to a supply chain, rather than a firm
or an industry. It is seen that Porter's models need to be re-conceptualised or modified
to make them more applicable in the field of supply chain management.

Keywords
Supply chain management, Porter, Generic strategies.

Introduction

Michael E. Porter can be said to have started a new phase in the strategy field in 1979
by his first Harvard Business Review article "How Competitive Forces Shape Strategy",
followed up by his books in 1980, 1985 and 1990 "Porter's five forces" have been a
dominant paradigm in strategy for the last three decades. In Porter's analysis of industries,
the inter-play of five forces make the attractiveness of industry, the main factor on which
a firm's profitability depends. If the industry is good, the firm will perform well, that is
Porter's basic paradigm. However, it is seen that even in the same industry not all firms
do equally well, some do better than the others. As these differences cannot be explained
only by industry structure, which is common to all the firms, Porter suggested that above
average returns can be secured by a firm by following distinct generic strategies. Porter
identified mainly three types of generic strategies: cost, differentiation and focus. Focus,
the strategy to target a niche market, can rely on either cost focus or differentiation
focus. Porter suggested that following a pure strategy is better than getting "stuck in
the middle", where a mix of strategies leads a firm to an average or below average

1Pc:rter, M.E. (1980) Competitive Strategy: Techniques for Analyzing Industries and Competitors, New York: Free Press.
Porter, M.E. (1985) Competitive Advantage: Creating and Sustaining Superior Performance, New York: Free Press.
Porter, M.E. (1990) The Competitive Advantage of Nations, New York: Free Press.

Inder Jit Singh Mann, Sprott School of Business, Carleton University, Ottawa, Canada.
Vinod Kumar, Professor of Technology and Operations Management, Sprott School of Business, Carleton
University, Ottawa, Canada.

Uma Kumar, Professor of Management Science and Technology Management, Director of the Research Centre
for Technology Management, Carleton University, Ottawa, Canada.

Hanuv Mann, Sprott School of Business, Carleton University, Ottawa, Canada.
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results. Porter's paradigm caused firms to identify, chart out and implement Specific Pure
strategies. This in due course brought attention to the pure versus hybrid strategy
question. Porter also tried to find an answer to the question as to how value is addeg
by a firm to create competitive advantage. Porter posited a value chain that createg valye
for the firm. Distinct from supply chain, all activities of the "value chain" remain Within
a firm, while the supply chain operates across firms, even though the aim of both the
"chains" is to provide a service or product to the customer at a profit. With increasing
emphasis on supply chains the questions arises whether Porter's industry analysis, Using
five forces model, his generic strategies and value chain concept can be adapted to
"supply chain management" or whether the concepts have limited use in such a setting,

Porter's models have been popular and have been used by many academics to solve
conceptual problems, and by many managers to solve real life problems. Porter's work
mainly deals with the "what" of strategy, or the strategy content; this focus may be
contrasted with "where" questions dealing with strategy context; and with the questions
of "how", "who" and "when" that relate to the strategy process on which research has
been conducted by academics such as Mintzberg and Waters (1985), Quinn (1989),
Mintzberg & Lampel (1999) and Elbanna (2006). Interestingly the models put forth by
Porter are concise and simple, which is far from the nature of strategy formulation
process, as in practice the strategy formation process is rather complex (Quinn, 1989;
Mintzberg and Lampel, 1999).

Supply chains are becoming increasingly important in today's business landscape
(Gunasekaran et al., 2001). Well-integrated supply chains increasingly tend to behave
as distinct strategic entities and oftentimes even as a new, evolving form of organizations
(Mann, Kumar, Kumar and Mann, 2008). Since 1979, Porter has been a dominant force
in the field of strategy and his theories have focussed on the firm as an industrial
organization as well as on the comparative advantage of nations. It will be interesting
to apply Porter's constructs to the emerging phenomenon of supply chains.

In this paper we revisit Porter's Five Forces Model, Porter's Generic Strategies, Porter's
Value Chain Analysis and Porter's Diamond of National Advantage, while making an
attempt to understand whether these models can be applied to a supply chain, rather
than a firm or an industry. The issues faced in this attempt are analysed to identify the
areas that need further research.

Porter's Models

This section briefs the Porter's Five Forces Model, Porter's Generic Strategies, Porter's
Value Chain Analysis and Porter's Diamond of National Advantage and discusses their
possible applicability to supply chains.

Porter's Five Forces Model for Industry Analysis

When paying for gas at a gas station it is evident even to a layman that some industries
are more attractive and profitable than others. But when one has to invest substantif‘il
sums of money for longer periods, a deeper analysis is needed. For taking strategic
decisions at that level, Porter proposed a model for industry analysis generally known
as "Five Forces Model". Overall this model is an useful tool for analysing whether an
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results. Porter's paradigm caused firms to identify, chart out and implement specific pure
strategies. This in due course brought attention to the pure versus hybrid strategy
question. Porter also tried to find an answer to the question as to how value is added
by a firm to create competitive advantage. Porter posited a value chain that creates value
industry is attractive enough invest in. However, once a decision is made to enter the
industry, @ more detailed firm-specific project analysis would be needed to take further
action. For existing firms operating in an industry this model is useful to understand
overall industry scenario and to formulate and implement an effective strategy.

The five forces Porter used to analyse an industry were identified as competitive rivalry

within the industry, barriers to entry, threat of substitutes, the power of buyers and the
power of suppliers (Figure 1).

Figure 1: Porter's Five Forces
(Source: Porter, 1980)

Supplier
Power

Barriers
G Rivalry Threat of

Entry Substitutes

\ 4

Buyer
Power

Competitive Rivalry

Inter-firm competitive rivalry may differ across industries. The rivalry may be weak,
moderate or intense. Severe competitive rivalry tends to drive profits down and may
result in disadvantage to all the players in the industry. To counter rivalry a firm strives
to secure a competitive advantage vis-a-vis other firms in the industry in order to make
, above average returns. High industry concentration, measured by a concentration ratio
| (CR), indicates that a higher market share is held by the biggest firms, and in such a
circumstance the industry may resemble an oligopoly. A low concentration ratio indicates
g that there are many rival firms in the fray, each holding a low market share, and the
market is fragmented and competitive. As discussed above, higher levels of rivalry tend
to drive profitability down and make the industry less attractive. On the other hand when
inter-firm rivalry is low, the industry may look attractive. In low rivalry conditions the
firms may follow an informal code of conduct or even enter into collusion. A new entrant
may disturb such a "disciplined" market to establish a competitive advantage. Such a
disturbance is likely to lead to a chain reaction of counter-responses which would drive
the market into a higher rivalry state.

Business Research and Information Centre, NSHM Business School J




Barriers to Entry

In an industry if entry and exit were free, a large number of new firms would enter the
industry when profitability is high, driving down the profitability. Once the profits are
reduced to a nominal level some firms are likely to exit. In face of such a theoreticy|
possibility, high levels of barriers to entry in an industry tend to protect the high profits
of existing players making such an industry attractive. Additional rivals are inhibited from
entry by such barriers. Such entry barriers are distinct from normal market reactions
which attract new entrants to a booming industry and make them leave when profits are
down. These barriers to entry are unique for each industry and they help existing players
to maintain a high level of profit while they dissuade the new entrants. Firms in an
industry can create and/or exploit such barriers to entry for their competitive advantage,
Barriers to entry can arise from government regulations, patents, intellectual property
rights, high asset specificity, high entry or exit costs, restricted distribution channels,
high switching costs for customers and economies of scale.

Threat of Substitutes

Substitute products from other industries are a threat to the industry under consideration.
For example, the use of plastics in automotive body panels is a threat to alloy steel sheet
products in steel industry; however, with time this threat has not emerged to be as strong
as it was feared in early 1970s. The substitute product affects the price elasticity of the
original product, thereby affecting its profitability. When a substantial number of "cash
cows" are affected in this way, an industry is likely to become unattractive. For example,
consider the niche "industry" of home delivered meals, the price that Dominos can
charge for a pizza delivered at home is constrained by the price of frozen pizza in a
nearby grocery store, which is, in turn, constrained by the cost of a home baked pizza
when one factors in the value of time and convenience. It is also constrained by price
and availability of other types of home delivered meals and the cost of pre-cooked/semi-
cooked frozen meals or snacks which can be bought from a nearby grocery store or even
prepared at home.

Buyer Power

Buyers can have substantial power over the producers in some industries. This can affect
the attractiveness of the industry adversely. In case of monopsony when there is only
one buyer, for example in case of defence industry in a country when the government
is the only buyer, the buyer can have immense power. Powerful buyers, for example
General Motors, in an extreme case, may even try to take over the auto ancillary producer
at an opportune time. However this asymmetry in power may be different across different
firms, as some firm may have a first mover advantage and develop an insight into the
needs and workings of the buyer from earlier experience and thereby it may gain d
competitive advantage and be able to make above average profits:

Supplier Power

Suppliers of raw materials, parts, labour, and other inputs hold a power over the produlcer
which may vary across industries. Powerful suppliers may render an industry unattractive
by capturing more of the profit inherent in the industry. In addition to siphoning of profits,
the power of suppliers may make the industry too risky over long periods of time an
thus unattractive. z
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Five Forces: Static or Dynamic?

Though Porter depicts the five forces in seemingly static terms in his industrial organization
model, he has acknowledged the dynamic nature of the forces by suggesting that these
forces attain a "punctuated equilibrium". Thus these forces should be seen as continuously
interacting dynamically, and may attain some level of equilibrium for varying periods of
time. This equilibrium or a "snapshot" view of it, may help a strategist to analyse the
industry in terms of Porter's Five Forces.

Porter's assumption of a perfect market, with relatively simple and stable structures, has
drawn criticism for the five forces model from various academics. Also, there is a possibility
that instead of competition, the firms in the industry may collude, strike strategic alliances,
strategize for takeovers and/or mergers, or inter-connect for a common strategy, and
in such scenarios the application of the five forces model becomes limited.

Porter's Five Forces Model and Supply Chains

Porter's five forces model is highly useful for analysing an industry's attractiveness.
However when we try to apply it to a supply chain the issue becomes problematic. The
initial problem lies in the fact that a supply chain does not consist of one industry; it is
a composite of a number of industries, whereas the five forces model is based on industrial
organization paradigm. For example, for automobile industry, the supply chain includes
members from diverse industries such as steel industry, paint industry, rubber tire
industry, plastics industry, electrical engineering industry, petro-chemicals industry, and
so on. Similarly, when we envisage a supply chain of a big retail network, we are
considering a large number of industries supplying to one retailer. Thus, even though
Porter's view of an industry includes many portions of the supply chain (Cray, 2009), and
we can analyse the retail industry itself using the five forces model, but arguably we may
not be able to analyze the entire supply chain.

Looking at individual components of the model, we see that first the core of inter-firm
competitive rivalry may vanish from the model as all the firms in a supply chain are
member partners of the chain, especially so if there is only one supplier from one industry.
Thus, instead of competitive rivalry the firms appear to be tied up with each other through
contracts. However, because the level of competition in the global market has changed,
as now the firms are no longer competing units, the competitive rivalry has now shifted
to that between supply chains (Christopher, 1992), (Henkoff, 1994 quoted in Fawcett et
al., 2006). Further, because the suppliers and the buyers are members of the supply
chain, while the interplay of the power of suppliers and buyers operates to a greater
degree at the time of negotiating long-term contracts typical of well integrated supply
chains, once the long term contracts are in place a supply chain is expected, at least
theoretically, to work relatively smoothly. Toyota is a good example of such a smooth
working (Liker, 2004). Contrary to this, a dominant and aggressive member of supply
chain may keep a constant and increasing pressure on its suppliers to reduce costs to
unreasonable levels, which may lead to repeated disruption of different portions of the
supply chain or bankruptcy of its individual members (Fishman, 2003), supporting Porter's
viewpoint. Barriers to entry may be strong in a supply chain, and it may be difficult to
get entry into a supply chain, as the members are strongly tied up through contracts.
The threat of substitutes is ever present in the market and is not affected by the supply

Business Research and Information Centre, NSHM Business School
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chain structure. However, a flexible supply chain may be more capable of addres
itself to such and other strategic threats (Kumar et al., 2006).

Sing

Thus, arguably, Porter's five forces model falls short of expectations when we attemp
to use it to analyse a well integrated supply chain. Ideally suited to analyse an industria
organization, it fails to handle integrated supply chains, which span across not only
organizations but also a number of industries.

Porter's Generic Strategies

For a firm already operating, or entering, in an industry, analysis of the industry using
Porter's Five Forces Model provides a basic assessment of the attractiveness of the
industry and the forces that affect it. The next big question is how to make profits that
are above the industry average. As various firms in an industry make varying levels of
profits, it is evident that the industry, and its attractiveness, is only a foundation for the
firm, and using this foundation the firm has to operate in such a way that it attains and
maintains a competitive advantage vis-a-vis other firms in the industry to attain higher
than average profits.

One of the main objectives of business strategy is to achieve a sustainable competitive
advantage over rival firms. A positional advantage, gained by positioning the firm as a
cost leader or a product (differentiation) leader in the industry leads to sustainable
competitive advantage by which the firm can create an above average value for its
customers and above average profits for itself. Cost and differentiation advantages are
known as "positional advantages" because they describe the firm's position in the industry
as a leader in either cost or product differentiation.

As opposed to this view, the resource based view essentially holds that this sustainable
competitive advantage arises from the creation of value for the customer, which a firm
does by effectively using its resources and capabilities (Wernerfelt, 1984; Barney, 1986;
Barney, 1991; Conner, 1991; Fiol, 1991; Black and Boal, 1994; Conner and Prahalad,
1996; Miller and Shamsie, 1996; and Oliver, 1997). In the resource based view the
positional advantages are essentially a function of a firm's superior resources, and not
purely a function of its superior strategy as posited by Porter.

Porter assumes that strategy formulation is essentially a deliberate process, and he takes
a strong positivist view during the entire discourse. This may be counterpoised to the
view of Mintzberg and Waters (1985) who suggest that strategy formulation process
can lie within a range, from deliberate to emergent. Though Porter does not indicate the
relationship of strategy and organizational structure in the same way as Chandler (1962
1990 and 1992), he does assume that strategizing is a function of top managers: Porter
takes the industry as his unit of analysis, and while doing so he does emphasize th:
relationship of the structure of the industry as such, considering its five forces as th
imperatives of required strategy.

entially at th
hese gene’
d effectivel

Porter identifies three generic strategies for implementation by a firm, ess
business unit level, to attain higher than average profits in an industry. T
strategies (cost leadership, differentiation, and focus), he posits, may be use

e 4
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to leverage the firm's strengths to counter the five forces. However, Porter seems
convinced that not following generic strategies in their pure form can open the firm to
the risk of getting "stuck in the middle" (Porter, 1980) thereby endangering its profitability,
though he altered this view somewhat in his later writings (Cray, 2009). There has been
a lot of interest in academics in the "pure versus hybrid strategy" discourse that this

viewpoint has triggered off (Miller, 1989; Miller & Dess, 1993; Chan & Wong, 1999;
Gopalakrishna & Subramanian, 2001).

Porter suggests that a firm can leverage its strengths to pursue two pure strategies:
"cost advantage" and "differentiation", when scope is broader. When applied to a narrow
scope, these strategies can be used as two sub-varieties of an overall "focus strategy",

to take advantage of a profitable niche. Thus a "focus strategy" may have a cost focus
or a differentiation focus to address a niche market.

As they are "generic" strategies, it is inherent in the argument that when finalizing firm-

specific strategies management will take into account the specific circumstances of a
firm.

Figure 2: Porter's Generic Strategy
(Source: Porter, 1985)

Lower Cost Differentiation
g 2

Broad Cost Differentiation

Target Leadership

Competitive
Scope 3a 3b
Narrow | cost Differentiation
Target = Focus Focus

Cost Leadership Strategy

Generally targeted at a broader market, this strategy focuses on being a low cost producer.
The firm sells at average or below average prices and aims at a big market share. Being
a low cost producer it can survive a price war better than its competitors. When the
prices decline with the maturity of market/product, the firm can maintain its lead and
profitability vis-a-vis other firms in the industry. Cost leadership may be attained by
attaining economies of scale, improving operations, introducing a new technology, sourcing
lower cost inputs, vertical integration and strategic outsourcing etc. The firm that focuses
on this generic strategy may have strengths like better access to capital, better product
design and process engineering capabilities, and more efficient operations. However, it
is a strategy which can be imitated by competitors as the product itself does not lend
any competitive advantage. Also niche players with focus strategy may be able to out-
price the cost-leader for specific customers and eat into market share.

A .r‘"
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Differentiation Strategy

A firm following a differentiation strategy develops a unique product or service for Which
it can charge a premium price from the customer. This unique product or Service mj

be viewed by the customer as a different product altogether or a better prodyct tha:
those offered by the competitors. Better research and development capabilities, Creatiye
product development team, better sales and marketing and better brand image are Some
of the factors which may help achieving the differentiation strategy. Change in Customer
preferences, imitation by competitors and eating away of market shares by niche players
pursuing a focus strategy are the challenges faced by firms following differentiatiop
strategy.

Focus Strategy

A firm with a focus strategy gives attention to a narrow segment, and within the segment
aims to achieve either a cost advantage or differentiation. The firm focuses on the niche
segment totally so it tends serve the segment better. Thus the firm generally enjoys
better customer loyalty. This not only allows it to charge premium rates, but may also
discourage other firms from preying upon its customers. On the downside, because of
their narrow market and low volumes these firms may have lesser bargaining power with
their suppliers, but maybe able to pass on higher costs to their customers. Imitation,
pressure from other focusers and threat from cost leader are the challenges faced by a
firm following focus strategy.

Interaction of Generic 'Strategies and Industry Forces
Porter's generic strategies can be beneficially used to counter the five forces that act on
an industrial organization. Some aspects of this interaction are discussed in the following

table (at page 9).

Applicability of Porter's Generic Strategies in Supply Chains

A supply chain may follow a common strategy set by the dominant partner of the supply
chain, if the chain is tightly knit and controlled. For example Wal-Mart is strong in its
strategy of being a low cost supplier (Parnell and Lester, 2008; Chiyu et al., 2007; Rigby
and Haas, 2004). While supply chain efficiencies, and its distribution system help Wal-
Mart to keep its prices very low (Parnell and Lester, 2008), it may be logical to argué
that all the members of its supply chain have to follow low cost strategy without any
option. For example, in 2003 Wal-Mart priced a Gallon of Vlasic Pickle at $2.97, a price
for which other retailers were selling a quart of the same pickle, thus undercutting the
supplier itself in the market. In this way Wal-Mart demolished Vlasic Pickle's "number
one" reputation and standing in the market, which the firm had long nurtured using @
differentiation strategy (Fishman, 2003). Similar debacle followed the sale of Levis jeans
through Wal-Mart (Parnell and Lester, 2008). Thus, forcing of its strategies by the
dominating member onto the entire supply chain may lead to strongly negative resqlts
for the other members. So much so that in extreme cases, the use of aggressive
negotiations and coercive tactics may annihilate the manufacturing firms (Parnell & Lester,
2008) and suppliers, thus cannibalizing parts of the supply chain itself. On the other
hand, in a supply chain that is not so aggressively dominated, it is possible to envisags
that all the members of a supply chain follow their own generic strategies as suggestet
by Porter, so long as they meet the parameters of the supply chain. Toyota ensures tha
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all members of its supply chain follow its "way" and values diligently (Liker, 2004), and
has very strong, supportive and close relationships with its supply chain members. Taking
a well integrated supply chain as a unit of analysis, it is logical to assume that a supply
chain can adopt any of the Porter's generic strategies to create a sustained competitive
advantage, vis-a-vis other supply chains, and satisfy its customers while generating
above average profits for itself. However, in formulating and implementing such a strategy,
the entire supply chain has to show a unity of purpose (Mann et al., 2008), and in this
endeavour the supply chain may be led by its dominant partner.

Table 1: How Generic Strategies Can Help Counter Industry Forces
(Source: Porter, 1980)

Five Forces
Generic Competitive | Barriers to Threat of Buyer Power | Supplier
Strategies Rivalry Entry Substitutes Power
Cost Leadership | The firm is Existing Low prices Firm is able to | Cost leadership
Strategy able to competitive makes it offer better translates into
compete on prices and difficult to prices to big higher volumes
price front ability to create cost - buyers and better
reduce them effective ability to
further substitutes negotiate with
discourages powerful
new entrants suppliers
Differentiation Better and Customer Distinct Powerful Firms have
Strategy distinctive loyalty because| differentiating buyers have better
value to of value of product fewer capabilities to
customers products to attributes alternatives, so | pass on the
protects customers satisfy have lesser price increases
customer base| discourages customer negotiating by suppliers to
from rivals new entrants requirements, power its customers
making it
difficult to
create
equivalent
substitutes
Focus Strategy Rival firms Focus develops| Specially Powerful Firm can be
are less able close customer| developed buyers have pass on higher
to counter relationships products and fewer prices of
focus strategy | and core core alternatives, so | suppliers to its
as it needs competencies | competencies have lesser customers
more effort that inhibit make it negotiating because of
and new entrants |- difficult for power for differentiated
capabilities to rival firms to differentiated niche products
wean away offer products and
focus substitutes niche -targeted
customers pricing offers

Stuck in the Middle? Pure versus Hybrid Strategy

Michael Porter posited that for long-term success, a firm must select only one of the
three generic strategies. He argues that when a firm tries to follow more than one generic
strategy, there is a risk of getting "stuck in the middle" and of losing any competitive
advantage that the firm may have, as the strategies may not be compatible with one
other. Efforts to gain advantage on all fronts may result in a zero sum game. For example,
if a firm is endeavouring to differentiate itself by manufacturing high quality products,
trying to become a cost leader may jeopardize quality, resulting in loss of sales and the
firm's brand equity. Therefore, for following different generic strategies Porter suggested
creation of different strategic business units rather than getting "stuck in the middle".



This view has created a lot of discussion in academic circles. It is generally seen that
customer may be seeking satisfaction from a product across multiple attributes, in, 4 3
cases following a single strategy may not be adequate.

Uch

Porter stresses that main objective of a firm is to follow a pure strategy and not gey
"stuck in the middle" and views his generic strategies to be non-complementary, even
if not mutually exclusive (Miller & Friesen, 1986). According to Porter "the benefits
optimizing the firm's strategy ... cannot be gained if a firm is simultaneously PUrSUing
cost leadership and differentiation" (Porter, 1985 p.17). Though various studies fing that
Porter's generic strategies form part of the dominant paradigm (Dess & Davis, 19g4.
Hill, 1988; Miller & Dess, 1993; Lee & Miller, 1999; Pelham, 1999), it is not alway;
demonstrable that the firms that follow a pure strategy always win or do not get "stuck
in the middle". There have been reports that in a number of cases firms with hybrig
strategies outperform the firms with a pure strategy.

In a study Gopalakrishna and Subramanian (2001) found that "organizations that followeq
a combination of cost leadership and differentiation strategies ("hybrids"), in general,
had the best performance of all groups on a variety of performance measures" (p.61).
Similar findings and views are reported by Miller (1989), Miller and Dess (1993), and
Chan and Wong (1999). Allen et al. (2007) found in their study which was conducted
in Japan that cost leadership strategy was the most frequently used strategy, and the
differentiation strategy was used the least. Focus strategy was not used by any company
in their study. In addition the Japanese firms used supply chain focus strategy and a
training based strategy which are not described by Porter.

The situation becomes more complex in case of supply chains. The members of a supply
chain maybe following different strategies not only vis-a-vis other members, but also
with respect to the market that is not part of their supply chain. Also, at any given time
a company may be part of more than one supply chains and may be trying following
different generic strategies within different supply chains. In such a case does the company
get "stuck in the middle", i.e. in the middle of two or more generic strategies and two
or more supply chains? This important question calls for further research.

Resource Based View (RBV), Porter's Generic Strategies and Supply Chains

The resource-based view suggests that superior resources and capabilities of a firm help
it in creating a sustainable competitive advantage, which cannot be replicated by the
firms who lack these resources and capabilities. While the assets maybe in form of brand
equity, customer base, know how, patents and trademarks, the ability to use them
effectively is referred to as capability. These firm specific assets or resources, combined
with capabilities, result in distinctive competencies, which are used to create cost
leadership or differentiation advantage. These resources get pooled in a number of way?
in a supply chain. Porter’s thinking has been criticized for lacking an adequate theory
of the firm which has led to problems in incorporating firm side in his models (FOSSF
1996). Amit and Schoemaker (1993), Barney (1991), de Man (1993), and Schoemak®
(1990) identify complementarities by which the resource based view can add a theoz
of the firm to the Porter's framework, focus on a longer run, better address corporare
strategy issues and, based on resource analysis, may help ascertain the dangers of futd
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imitation by the competitors (Foss, 1996) and can also be extended to supply chains.
However, Porter does add an understanding of external environment to the RBV. Resource
based view becomes more useful when we apply it to supply chains which have different
level of resources. Arguably, giant sogo-soshas, representing supply chains of conglomerates
of a large number of group companies, have substantially greater resources and strengths,
which cannot be matched by smaller supply chains or networks. Similarly, for example,
Wal-Mart has the resources to sustain its low performing store locations for long periods,
and from the revenues of its large number of stores worldwide it is able to continually
pay its global supply chain, while small family businesses are unable to do so (Parnell
& Lester, 2008). At the same time, a dominant partner of a supply chain can use these
resources to damage its suppliers, cannibalizing the market-share of suppliers' premium
brands and also their profits (Fishman, 2003).

It is seen that Porter's constructs best serve when they are seen in terms of industry
or when they view the firm as an industrial organization. The models need suitable
adaptation to address the growing phenomenon of supply chains. On the other hand,
the resource based view, learning approach and dynamic strategic positioning perspectives

can be useful to understand competitive behaviour in the case of supply chains (Cray,
2009; Parnell and Lester, 2008).

Porter's Value Chain

In an effort to find the basis of sustainable competitive advantage Porter identified a
series of activities, termed as the "value chain", by which a firm creates value for its
customers. Considering this construct from a wider perspective, the firm may be viewed
as a part of "value system" consisting of suppliers and distributors and retailers, which
is now more commonly known as the supply chain. While Porter's "value chain" is
composed of value creating activities within a firm, the term "supply chain" refers to
series of firms, from supplier, to manufacturer, to distributor, to retailer, which form a
chain to satisfy the end customer's needs. A firm's value chain must create value, which
is superior to its rivals in the industry to achieve sustainable competitive advantage. This

superior value can result from applying Porter's generic strategies, i.e. lower costs,
differentiation and focus.

Porter identified five primary value-creating activities as inbound logistics, operations,
outbound logistics, marketing & sales and service. The firm creates a profit margin by
adding value, which is higher than the cost incurred in these primary value-creating
activities. These are supported by four generic support activities, which Porter identified
as procurement, technology development, human resource management and firm
infrastructure. These support activities can also be a source of competitive advantage

in their own right, e.g. an efficient technology / new product development department,
as in the case of the company Hewlett Packard.

An analysis of generic and firm specific value creating activities and their interacting
linkages can help in the optimization of activities that can create sustainable competitive
advantage. Porter offered value chain analysis as a tool to help create competitive
advantage (through the development of cost-leadership, differentiation or focus strategies)
and to understand the role of different value creating activities and their inter-relationships.
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It also aids identification of a firm's weaknesses and the strategies needed to Cha“enge
the position of industry's leaders.

Value Chains, Value systems and Supply Chains

Porter explains value chains as internal processes of a firm that add value. Porter's valye
chain includes the supply chain processes internal to the firm. Across the firms, a "Valye
system" is seen to be composed of supplier, manufacturer, and distributors etc,, Which
create value for the customer at various stages within their domain. This is akin tq 3
supply chain, but the "value system" focuses on value creation, while supply chain
management takes a comprehensive view including operational aspect. Accordingly, While
Porter's value chain analysis can give valuable insights into the value added by each
the supply chain partners, it has a limited role to play in operational aspects of supply
chain management. However, Porter's value chain analysis, and possibly quantification
of value creation by individual supply chain members, may form a useful basis of
negotiations for equitable profit distribution among the supply chain partners while
drawing up long-term contracts (Cao and Mann, 2008). Figure 3 places Porter's value
chain in the context of a typical supply chain structure.

Figure 3: Porter's Value Chain in the Context of a Typical Supply Chain
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Porter's Diamond of National Advantage
“Why do some nations succeed and others fail in international competition?” (Porter,

1990 p.1). To answer this question Porter presented his diamond of national advantage
(Figure 4)

Figure 4: Porter's Diamond of National Advantage
(Source: Porter, 1990)
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Porter posited that as opposed to the classical viewpoint, a nation can create comparative
advantage by new factors such as skilled labour, research and technology, culture and
government support. While it can be argued that Porter's "new" advanced factors like
skilled labour, technology, culture are part and parcel of the factors "labour" and "local
population” of the classical view of comparative advantage of a nation, Porter's Diamond
provides an overarching view of national advantage. Evidently Porter sees that this
national advantage arises out of a deliberate strategy formulated and implemented at
a national level by government support, and that the structure (in form of firm structure)
has a significant role to play (Chandler, 1962, 1990 and 1992), and that the resources
(similar to resource based view) of a nation have a substantial role in creating the national
advantage by which industries of a nation can compete with those from other countries.
Here it can be argued that even while taking a "global" view, Porter seems to be essentially
analysing the inter-play at the level of industries, viewing an industry based in one nation
as having an advantage over an industry based in another nation, with firms playing
their roles as industrial organizations. The new advanced factor endowments of a nation
seem to flow from government support and culture. Skilled resources, technological base,
their up-grading and deployment and innovation underpin the advancement of such factor
conditions, which in turn coalesce into a resource that helps create the national advantage.
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This view has strong similarities to the resource based view of competitive advan
Local demand conditions change the actions of local firms, a more demanding and tr
setting local market assists local firms to continuously upgrade their products and Servisnd
thereby making them capable of competing in international market, and to predictes,
even set the international trends. This demanding local market may be seen as 3 St"Uctuor
(a component of national economy) or a national resource (which leads to deve'opme:
and sustenance of higher capabilities of industry in a nation) based on which view ont
prefers to take. The existence of vigorous and competitive related and Squortine
industries, based locally (sometimes in "clusters"), provides a critical support to this
whole process by providing superior inputs at low costs. This in turn extends ang
consolidates the resources and capabilities of the local firms, which are competip,
internationally. Local conditions frame a firm's strategy and structure, and the existence
of strong local rivalry forces a firm to improve, to innovate, to be more competitive ang
even to export its substantial part of production. This in turn results in national advantage
(Porter, 1990).

tage,

Porter posited the diamond of national advantage as an interdependent reinforcing
system, with government using a deliberate strategy of supporting the industry through
the creation of demand for advanced products, setting higher product standards, supporting
education and technological up-grading leading to specialized factor creation and modifying
competition by suitable regulations.

Chandler (1962, 1990 and 1992) argues that organizational structure and control
mechanisms necessarily follow corporate strategies ad seriatim, a concept that finds a
resonance in Porter's (1990) diamond of national advantage, where a national government's
structural regulations and controls are seen as integral part of that nation's deliberate
strategy to gain a competitive advantage for its industries and a firm's strategy, structure
and rivalry lies at one apex of the diamond.

Porter's diamond has attracted criticism that it does not address role of multi-national
corporations (MNCs), that it discredits inbound foreign direct investment and that it
applies only to developed economies. It can be argued that these criticisms are attempts
to lionize MNCs and the impact of their investments in developing countries, and none
of these criticisms take away the overall significance of Porter's theory. 0z (2002) finds
that while the diamond "works" in developing countries, some components like domesti¢
rivalry and role of government may not. On the deliberate strategy formulation and
implementation front, Wickham (2005) finds that despite the fact that Porter's Diam"".d
Factor Model (DFM) has been adopted in Australian economic policy since 1990, AUStra"é
has not reaped its benefits. The author, and others (Rugman and D'Cruz, .19931
Dunning,1993; Cartwright, 1993; Oz, 2000; Clancy et al., 2001), propose its ré
conceptualisation or modification to make it more effective.

Porter's Diamond of National Advantage and Supply Chal:;
Porter's diamond of national advantage uses "nation" as its unit of analysis. supply <
maybe local to a nation or may operate trans-border or across a number of nationséne
the case of global supply chains, Porter's diamond applies only to the extent thaAt o of
member of supply chain may use its distinct position in a nation to supply its porto
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supplies to make the entire chain productive. Thus, Porter's diamond may be used
gainfully to analyse the strengths of individual components of a supply chain, in light of
location of the components in a nation, to arrive at a composite picture for the entire
integrated supply chain that operates across many nations. This composite picture would
reflect the strength of the focal supply chain under analysis vis-a-vis the other competitive
supply chains. For example, comparing two supply chains selling cars in Canada, in a
hypothetical case (Figure, 5), Supply Chain 1, which leverages and integrates the national
advantage available to each of its individual member firms into a composite whole, is
likely to have a sustained competitive advantage over Supply Chain 2, if Porter's theory
of national advantage holds in this case. Arguably, the cumulative value added by the
members of such a composite trans-national supply chain has to exceed the transaction
costs involved in supply chain management. Also, the financial advantages that may
accrue to the Supply Chain 1 because of differential tax rates, currency exchange rates,
low cost financing by export promotion banks, and transfer pricing also come into play,
giving it a competitive advantage over Supply Chain 2, though these aspects have not
been highlighted by Porter.

Figure 5: Leveraging the Porter's Diamond of National Advantage
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Comparative Supply Chain 1 Supply Chain 2
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It may be pertinent to note here, that for a multi-national supply chain, the key is to
develop as well as derive the maximum benefit from the comparative advantage that a
given nation may have over others. Thus, working across many countries, the multi-
national supply chain may garner a significant part of value generated by such a
Ccomparative national advantage by using transfer pricing, leaving only a smaller part of
value in the host nation. Therefore, even though the ostensible aim of the creation of
such a comparative national advantage by the national government would be to benefit
its citizens, the main beneficiary may very well turn out to be a multi-national supply
chain which skims profits across a number of countries. A similar situation may occur
in the target country where the supply chain wishes to market the finished products.
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uld focus on the attractiveness of the market, which rep,
"demand conditions” component of the porter's Diamond. As a corollary, the Otheres
components/vortices of Porter's Diamond would be significantly de-privileged, Thert
the "factor conditions", and "related & supporting industries", are likely to be Weapifore'
suppressed, or overpowered, simply so that the multi-national supply chain Car‘]-:ed,
advantage of the said target market. Also, the member of supply chain which is respon:ke
for marketing in the target country, say a giant retail chain, would adapt firm's "strat'b[s
and structure" to combat any "rivalry" from local retail stores. It would be DOSsib|:gty
conjecture that with time, overall national advantage of such a country is likely to erodo
as it is essentially being tapped as a market. This would lead to lower wages for |ab0ue
and a progressive decline of the nation's manufacturing base, leaving it only with On’
nadvantage", that is the "demand conditions" or the market. The strategic benefit of thi:
remaining "advantage" goes to the most competitive multi-national supply chain, whic
distributes its profits across various nations depending upon the most beneficial tay
"incentives". This paradigm has serious implications for the target country's nationg|
policies. It would be interesting to study further the current predicament of the North

American economies in this light.

(EntS
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Porter's Strategy: a win for holistic view
pply chains, Porter's models have one thing

Though they may not be fully applicable to su
distinct effort to identify all the significant

ommon. In each of them Porter makes a
a firm or a nation and tries to encompass them

hey interact. The critique of various
ons, to each

inc
factors or forces that affect an industry,
into a holistic view in order to understand how t
individual models may enable us to add some new constructs, or interacti
model, but the overall effort of Porter to identify major forces in play, in each of his
models and constructs, is commendable and had led to the immense popularity of his

ideas, and the accompanying criticism, over the last three decades. Further research to

adapt Porter's models to modern supply chains will valuable.
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sustainable competitive advantage for the firm, and in understanding
national advantage. However, adapting these models for use in modern su
which are a growing phenomenon in today's global business, throws up importan
questions. Though porter's five forces model includes many portions of a sup
and we can subsequently analyse any specific industry using the model; we may
able to analyze the entire supply chain. It remains to be seen whether Porte

strategies can be uniformly applied to all components of a well integrated supp!
and whether, by using multiple strategies, a supply chain member can get nstuck ! .
middle”, especially when it belongs to more than one supply chain. This aspect "efs of
further research. Though Porter's value chain analysis is acceptable for the a'nalyS' Iy
value creation processes within a firm, it needs to be extrapolated to cover entiré su
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chain. However, it may serve as an important tool when negotiating long-term supply
chain contracts. As we have discussed, Porter's Diamond of National Advantage throws
up very interesting and important questions regarding the role of multi-national supply
chains in national economies and requires further research, especially in the face of the
evolving global economic scenario. While Porter's constructs best serve when they are
seen in terms of industry or when one views the firm as an industrial organization, the
models need suitable adaptation to address the growing phenomenon of supply chains.
The resource based view, learning approach and dynamic strategic positioning perspectives
can be usefully integrated into Porter's models to understand competitive behaviour in
the case of supply chains. The paper is useful to managers as it briefly outlines the main
models of Porter and their failings in the context of supply chains. The paper adds value
for academics by identifying the problems in the application of Porter's models to supply
chain management and throwing up some very interesting questions for further research.
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Some Aspects of Capital Budgeting
Techniques of Interest-free Financial
Institutions (IFIs) - A Theoretical
Evaluation

Jannat Ara Parveen

Abstract

This study mainly highlights the existing investment decision-making techniques of
Interest-free Banks and Financial Institutions and limitations existed on those techniques.
For probable solution of the aforesaid barriers, the study also analyzes the prospects and
applicability of a recently developed model 'q' Theory of Investment as a benchmark
of capital budgeting in Interest-free Financial System (IFS), which will be compatible
with the rules stated in Islamic Law and Principles (Appendix-2). The findings of this
study prove some important prospects and strengths of the aforesaid model as: i) In
Interest-free financial system, determination of prospective profitability and the rate of
return on investment of the same risk class play a pivotal role in determining the relative
cost of capital and ‘g’ Theory of Investment suggests the use of information in asset
markets, especially the stock market in knowing the profitability of investment; ii) The
‘g ratio is an indication of how much this market value can increase by additional
investment, which is also known as Marginal q. Marginal q - the ratio of market value
of an additional unit of capital (shadow price of capital) to its replacement cost; cost of
equity capital / fund and IRR in Islamic principles; iii) This model very much depends
on actual situation (ex-post) of the investment projects or programs and relates investment
to the ratio of market to replacement value; iv) When the stock market functions properly
in a competitive market situation, the future profitability of investment will be solely
summarized by "q" ratio; v) According to this theory, if the market valuation of capital
held by a firm exceeds the cost of capital on the open market, then the firms / entrepreneurs
can increase its value by investing, otherwise not.
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Introduction E

Background
In modern competitive business world, Interest-free finance is developing at a rema e
pace. Since its inception three decades ago, the number of Interest-free finrka-k
institutions has risen in worldwide from one in 1975 to over 300 today in More thanmai
countries. They are concentrated in the Middle East and Southeast Asija (with Baahn b
and Malaysia the biggest hubs), but are also appearing in Europe and the Uniteg Stram
(Qorchi, 2005). One of its major characteristics is that no interest rates can be Charates
- rather, the financier charges a mark-up, or shares in the borrower's profits, Sevgfé
standard products have been developed to meet the financing needs of trade ang prOjeQz‘
Some are based directly on structures described in the Quran, others are feats of ﬁ”ancial
engineering, combining various "permitted” financial instruments to arrive at 3 Drodug

that combines acceptable returns with acceptable risks (UNCTAD Secretariat, 2006)

) M O
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Interest-free financial products are aimed at investors who want to comply with the ¢
Islamic laws (Shariah) that govern a Muslim's daily life. These laws forbid giving or °
receiving interest (because earning profit from an exchange of money for money i '
considered immoral); mandate that all financial transactions be based on real economic |
activity; and prohibit investment in sectors such as tobacco, alcohol, gambling, an¢
armaments. Islamic financial institutions are providing an increasingly broad range of
many financial services, such as fund mobilization, asset allocation, payment and exchange ‘
settlement services, and risk transformation and mitigation (Qorchi, 2005).
Designing Islamic instruments for monetary operations has proven conceptually difficult. '
In countries with a dual banking system, the lack of non interest-bearing securities has
limited the scope of monetary management. The liquid nature of banks' liabilities, related
to the predominance of deposits of short-term maturities, predisposes the system 0
hold substantial liquid assets and excess reserves. This, in turn, inhibits financial
intermediation and market deepening. Difficulties in defining rates of return on these
instruments have also constrained the development of money and interbank markets
(Ibid).

Rationale of the Study

For evaluating investment projects / programs financial institutions as well as inVEStoz
use some tools and techniques according to financial management theory. Th? mode
commonly prescribed capital budgeting techniques in the public finance literature mc;:Ck
net present value (NPV), internal rate of return (IRR), benefit-cost ratio (BCR), pa.y | of
period (PBP), and accounting rate of return (ARR) (Sekwat, 1999). Cost of cap.lti)na
opportunity cost of capital is the main basis of these techniques in casé of tradltl'amic
financial system, which represents the fixed and predetermined interest rate. B“t_ I.Sn t
Shariah fully disallows any fixed and predetermined interest rate that Pre"a'I émes
economy, it rather allows PLS and Mark-up techniques in case of trade and bUrmine
activities. An Islamic financial system requires elimination of any fixed and PredeFeks an
interest rate and thus encourage equity participation and direct sharind i
returns while financing in trade and businesses (Khan, 1995). In this way:
door to any form of debt instruments in the said business as well as investmen -Ognize
the IFS prohibits a fixed and predetermined interest rate, it fully e
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equity sharing basis (PLS) as well as rate of return on investment. As compared to a
conventional debt-based system, where capital is rewarded on the basis of a rate fixed
ex-ante or determined by the expectations of the future demand and supply of capital,
an Islamic financial system calls for rewarding the capital on the basis of ex-post (actual
income) return on capital (Ibid, 1995).

In a traditional system, market interest rate plays an equilibrium rate / benchmark for
evaluating investment projects / programs. But, so far no equivalent substitute has been
available for the IFIs to determine the expected rate of return (ERR) or the marginal
efficiency of investments (Igbal, 1997). In this case, they depend on interest rate based
technique like LIBOR - London Inter-Bank Offer Rate (for details see appendix-1)
borrowed from their counterparts in traditional financial system, to make lending as well
as investment decisions. The technique has strong avenue using by the IFIs while
evaluating their investment projects; yet, it is not acceptable as a full fledged technique
according to Islamic Law. So, there is a controversy among the researchers (Khan and
Mirakhor, 1988; Khan, 1995) about the technique using in IFS. In this context, this study
is an attempt by the author to evaluate the capital budgeting techniques/tools of IFIs.
The study mainly examines the existing investment decision-making techniques, their
limitations of the said institutions and also analyzes the prospects of a model named as
'q" Theory of Investment as a benchmark of capital budgeting in Islamic Financial System,
which will be compatible with the rules stated in Islamic Law.

Objective of the Study .
The primary focus of this study is to discuss and analyze the investment/ capital budgeting
decision-making tools of IFIs according to Islamic Shariah. To achieve this main objective,
the study covers the following areas of the research problem:

1. To discuss various theoretical aspects of investment decision making tools and techniques
of both Traditional and Islamic Financial System;

2. To examine the existing investment decision making techniques of IFIs with its
shortcomings;

3. Finally to analyze the prospects and opportunities of newly developed model ('q'
Theory) of investment.

Study Methodology

This research is mainly a desk-based research. Secondary data and information are used
in this study. The main sources of data and information are: Text books and journals
related to Islamic Economics and Finance, articles of Islamic Finance and Banking,
discussion papers, working papers and website documents etc. As the study is a theoretical
one, for getting a profound idea about the research problem, a full thorough literature
survey has been made by the author to make the study a meaningful one.

2
The term 'Investment' and 'capital Budgeting ' is synonimously used in this study.
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This study mainly focuses on the theoretical aspects of investment decision_makin

of Conventional Financial Institutions (CFIs) in general and Islamic Financia| Instityy "
(IFIs) in particular. In this context, this research basically evaluates the existing investtltnonS
decision-making systems of Islamic Bank and Financial Institutions, ”mitationsl Men

study also examines the strength and opportunity of a newly developed techmgzg th‘:
theory of investment) which can be used as a benchmark while making in\’esrr;w(q‘
decision according to Islamic Law. Some policy measures are also includeq fr;r :;'
applicability of the said technique both by the IFIs and the economy as a whole in a*'f
region like Bangladesh. It is hopeful that the findings of this study will Mitigate r;:

existing barriers of IFIs while performing investment activities in home ang abroag

2. Findings of the Study

Theoretical Aspects of Investment Decision

Islamic Investment

Islamic Investment can be defined as investment in financial services and investmey
products that adhere to principles established by the Shari'ah (Islamic law as reveale
in the Qur'an and Sunnah). These principles require that:

« Investments must be in ethical sectors. In other words, profits cannot be made from
prohibited activities such as alcohol production, gambling, pornography, etc. Also investing
in the interest -(riba) based financial institutions are not allowed.

« All wealth creation should result from a partnership between the investor and the user
of capital in which rewards and risks are shared. Returns on invested capital should be
earned (i.e. tied to the profits generated by the capital) rather than be pre-determined
(as in interest based returns provided by bank deposits).

« Interest based securities (e.g. bonds, bank deposits etc.) are not acceptable a
Shari'ah-compliant investments, since these securities provide returns that are
predetermined, and unrelated to the underlying performance of the asset that is generating
the returns. By the same logic, equity securities (shares) are considered permissible b
a consensus of contemporary scholars (e.g. the Islamic Figh Academy), because ¢
profits an investor makes on equity securities are tied to returns of the underlyind
company and hence risk relate (www.investorwords.com).

Principles of Resource Allocation / Investment Decision in IFS: _ t
As stated earlier, investment decision as well as resource allocation in IFS is d'ﬁerenn
from the traditional one because of mainly fixed and predetermined interest ra.te 24
capital/ investment. Islamic finance's appeal is two-faced. As it is based on ethic® ,L
well as on efficiency (profitability) so, in IFS, resource allocation has not only e.conof:
objectives, but also social and moral objectives. That's why; the following Pri”c'ples
followed in case of resource allocation in Islam:

nt
Permissibility: According to this principal, the allocation of resources for i”"eStme
should be made in such a way that it is permissible in Islam.
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consistency: The allocation of resources should be made in such projects or sectors,
which are consistent with the principles of the Holy Qur'an and Sunnah. The concept of
consistency is very dynamic. A particular investment is ideologically consistent with the
principles of Holy Qur'an and Sunnah, should be decided by the Ijtihad and Qiyas.

Desirability: According to this principle, the investment should be made in those projects
that are desirable and beneficial for the welfare of the society as a whole and which
satisfy the basic elements of Islamic value system. Besides, Equity Distribution of Income,
Collective Good Welfare, Efficient Use of Resources, Priority of the immediate need,

Productivity, Humane Consideration, Ethics and Morality etc. also considered while making
investment decisions (Chowdhury, 1999, p. 45).

Components of Investment / Capital Budgeting

Cost of Capital: Traditional practice of capital budgeting or investment is mainly based
on the principle of interest, which Islam categorically prohibits and thus closes the door
to any form of debt instruments. Instead it promotes equity participation and directs
sharing of risks and returns. Though the Islamic financial system prohibits a fixed and
predetermined interest rate on capital (i.e. cost of capital), it fully recognizes profit and
loss sharing basis as well as rate of return on investment. As compared to a conventional
debt-based system, where capital is rewarded on the basis of interest (.i.e. cost capital
- a rate fixed ex-ante or determined by the expectations of the future demand and supply
of capital), an Islamic Financial System (IFS) calls for rewarding /pricing the capital on
the basis of ex-post (i.e. actual income) return on capital. In an Islamic framework, the
incentive for the firm/ enterprise to invest will solely depend on prospective profitability
of the farm or project. A profit-maximizing farm / institution will continue investing until
the marginal productivity of capital becomes equal to the opportunity cost of capital;
therefore, cost of capital in the Islamic system can be represented by the rate of return
on alternative opportunities for investment of comparable risks (Khan, 1995).

Time Value of Money and Discount Rate: Time value of money is one of the most important

factors of evaluating investment projects. The concept of 'Time Value of Money' plays a
- vital role for determining future stream of cash flows in any financial system whether it
| is traditional or Islamic. In traditional system, Time Value of Money is determined ex-
{ ante. Actual situation or final situation is not considered. But in Islamic framework, the
{ time value of money cannot be determined ex-ante; some proxy for the expected time
- value of money will have to be used to make investment decisions. The time value of
{ money can be approximated by the existing rate of return on capital (Khan, 1995).

However, ex-post time value of money can be considered. But calculation of NPV using
ex-post time value of money based on cost of fund cann't be accepted because discount
rate can not be accepted as Shariah - compliant technique for making investment
decisions. In this case the use if IRR becomes more acceptable. The author (Khan, 1995)
concludes the time value of money in the following way:

® Islam does not have anything against realizing time value of money but it cannot be
claimed as a predetermined value.
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m There is also nothing against having a positive time preference. It is, howey ﬁ

er, m
xed and independzre
nt

reasonable to think of it as a function time rather than treating it as fj
of the time frame under consideration.

m Ex-post rate of return on capital is the only source for identifying the Pure

. ; tim
of the project. It is justifiable to use this rate to approximate the rate of time =

prefEFence

m The expected rates of return on the deposits of Islamic banks of different
can be treated as close proxies for the rates of time preference for the
discounting projects of different maturities. (Ibid, p. 169-170).

maturities

Capital/Investment Evaluation principles in Interest Based and Interest-Free Financiy
System

Capital should go where it is most productive. The profit rate therefore is the only price
of capital that will allocate capital most efficiently. It is also recognized in modern economic
theory that it is profit rate and not interest rate that allocates capital. Hence paying
capital instead of interest cannot be assumed to disturb allocative efficiency. Also i,
efficiency context, both Islamic and interest-based banking follow the observation a
follows: Islamic banking favors the economic feasibility of the projects where as interest.
based banking favors the creditworthiness of the user capital. The principal as well as
return on it is guaranteed irrespective of whether the capital earns a profit or a loss
(Chowdhury, 1999). Creditworthiness becomes important so that the principal and retum
are recoverable in spite of the project's failure. So, economic feasibility of the project
may be most important factor in the determination of the credit worthiness of the user
of money / entrepreneur. But in Islamic financial system, the owner of capital will get
back the principal along with the return only if capital earns a profit. The capital and the
return cannot be recovered if the project goes into a loss even if the entrepreneur
otherwise had the ability to pay. Therefore economic feasibility and profitability are the
primary considerations (Ibid, p. 127) by the IFIs for evaluating Investment projects and
programs.

Besides, ethical and unethical issues related to the project are also considered in Interest:
free financial system. If a project's activities, mission and vision are not ethical from thz
view point of Islamic Shariah / Islamic Law, then, that project/ program won't be selectee
for investment by IFIs in spite of the project's economical and financial viability on tEe
other hand, it's not matter whatever project it is rather the only matter is whether t
project is economically and financially viable.

Investment Techniques Practiced by IFIs

It is stated in earlier, that in the traditional financial system, where ca
on the basis of a fixed interest rate determined by the expectation of the basis
and supply of capital, an Islamic system calls for rewarding the capital on ke ¢ play’
ex-post (actual income of the investible funds) return on capital. Market Intereziva ent
an equilibrium rate for decision in a traditional system. In this context, SO far no eql rate of
substitute has been available in practice for the IFIs to determine the in.te!'”ihe i
return (IRR) or the marginal efficiency of investments (Igbal, 1997). This ©°
shortcoming of IFIs while performing their trading and business activities 1IN

d
pital is re""arded
future dem®

.l
the natio"
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and international arena. Islamic financial institutions recognizes that investment decision
making will have to be based on the concept of rate of return on capital as it participates
in real sector activities and not on the opportunity cost of capital represented by the
interest rate. For making above calculations of investment decision, IFIs use risk-adjusted
expected rate of return for discounting future stream of cash flows and which does not
violate any Islamic principle, and standard technique for project evaluation. Yet, this
technique is not free from controversy. The issue is how to determine the so-called "risk
adjusted rate of return” or " cost of capital, in the absence of a system wide benchmark
reference rate (Ibid, 1997). So far the literature on Islamic economics and finance has
not developed techniques to determine a rate of return at the firm (micro) or economy
(macro) level so that investment can be compared for efficient allocation of capital. In
this situation, to solve the aforesaid problems, the IFIs use a reference rate or benchmark
London Inter-Bank Offer Rate (LIBOR) borrowed from their counterparts in the conventional

system.

Reasons of using LIBOR as Benchmark by the IFIs
For the following reasons the IFIs use LIBOR as a benchmark for evaluating their

investment projects and program:
« IFIs require a common reference rate to integrate with international capital markets.

. As Western Banks entered into the Islamic financial markets they require a comparable
benchmark against their cost of funding in the conventional system. These institutions
treated the murabaha mode as synonymous with the conventional money market, which

was based on the LIBOR (Thomas, 1995)

« Finally in those markets where Islamic financial institutions coexisted with the traditional
banks the LIBOR became a benchmark for competition in attracting depositors.

Arguments of LIBOR technique treated as Islamic Principle
As opined by the Islamic thinkers/researchers that until developing a pure shariah based
technique in pricing Islamic investment projects or programs, LIBOR may be treated as

Islamic benchmark due to the following reasons:

» LIBOR based markup is part of sale agreement price between two parties and, in case
of leasing funds, the LIBOR is used for pricing and performance measurement purposes
only and does not influence the actual rate of return on the investment.

» The LIBOR provides price transparency and global real time accessibility, which
facilitates ease of operations and integration of Islamic and international financial markets

(Siddigi, 1995).

fThiS technique is responsive to current economic conditions of the market. When
inflation is low, short-term interest rates (LIBOR) remain low (www.investorwords.com).

Now, it has become a common practice to use the LIBOR as a reference rate for mark-
Up instruments or a benchmark to price trade financing instruments



and Islamic leasing funds. Also to deal with the international trade and by
borrow this technique to evaluate their investment decisions/ projects i~ ISlSmesses I
markets are mostly dominated by short-term trade financing instrumen; like. © iy

commercial financial institutions so LIBOR plays vital role to investment prOduc{ "agiy,
1995) > (i,

According to the International Association of Islamic Banks, PLS covereq o

percent of investments made by Islamic banks world-wide (1996 figures). LikSS than,
Islamic Development Bank (IDB) has so far not used PLS in its financia| bUSingwuse,
in a few small projects (Dar and Presley, n.d.) So, it is seen that, 809 of inve: ety
being channeled through the "cost-plus” (Murabaha) mode of financing. In e Sitmem
the common practice of the financial market as stated earlier is to use the LIBORuaa:?.

reference rate for valuation of mark-up instruments. Also LIBOR is used for Pricing
ang

measuring the performance of Islamic leasing funds and other trades. In the abserr, -

Ioba ..

of LIBOR, the prevailing market interest rate would serve the same Purpose (
1997).

Review of a Prospective Model ("q" Theory) for IFIs

It is stated earlier that for trading and investment decision making activities, the [
depend on LIBOR technique, borrowed from their international counterparts as discuss
in the earlier part of this study. Still this technique has become a common practice fi
IFIs as a reference rate for mark-up instruments or a benchmark to price trade financin;
instruments and leasing funds. But without doubt, this practice of IFIs is questionabk
and raises several comments (Khan and Mirakhor, 1988; Khan, 1995). Practitioners clain
that this arrangement is temporary until a better substitute and viable solution ¢
developed. In this situation to mitigate the above stated problems, IFIs can consider the
prospects of a model or determining the cost of capital of their investment and the
economy as a whole, where debt instruments can be eliminated and a equity base!
financed is encouraged. This model is based on Tobin's "q" Theory of Investment aﬂF
attempts to devise a benchmark compatible with the Islamic financial system (Iqba
1997).

In the Islamic financial system, determination of prospective profitability a”d_ the rta;:
of return on investment of the same risk class play a pivotal role in determ'”,'ng_sé(
relative cost of capital. ‘g’ Theory of Investment suggests the use of information I as %
markets, especially the stock market in knowing the profitability of inveStme”t}ams
model very much depends on actual situation of the investment projects of b ots
The model relates investment to the ratio of market to replacement value.
that when the stock market functions properly in a competitive market ¢ pitradt
profitability of investment will be solely summarized by "g" ratio It is @ simple @ a fir®
argument. According to this theory, if the market valuation of capital hel ir valv
exceeds the cost of capital on the open market, then the firms can increase t R 1o
by investing otherwise not. Tobin argues that if q ratio exceeds unity, the Va'u.e est: e
investment would exceed its costs, and the firm would have incentive to m\; ulty
model presented by Mirakhor utilizes this concept of 'q' in deriving the cost9 e
capital of a firm in the Islamic financial system (Caballero and Leahy, :

B




Pm{Y/V)(1~d +dq)

Where,

P = Firm's cost of capital / shareholder's required rate of return

Y = Value of expected earnings for the next year

V = Present Market Value of the Firm's Stock of Capital / Equity Fund. Since there
is no debt financing in the Islamic financial System

d = Sum of fraction of expected earnings retained by the firm and the expected

rate of stock financing expressed as a ratio of firm's expected earnings.
q = Firm's 'q’' ratio

The model implies that a firm's cost of capital ( p ) is a function of a firm's q -ratio and
the firm's market value (V), stream of expected future earnings (Y), ratio of retained
earnings, and new stock financing. The g ratio can simply be derived by dividing the
value of the firm (V) determined by the market price of the firm's stock by the replacement
costs of firm's assets such as equipment, land, receivables, and marketable securities
etc. The cost of capital will fluctuate with the fluctuations in the g ratio, thus signaling
the prospects of an investment project and vice versa. A firm's market value reflects the
profitability of existing capital. The q ratio is an indication of how much this market value
can increase by additional investment, also known as marginal q. Marginal q - the ratio
of market value of an additional unit of capital (shadow price of capital) to its replacement
cost- is the critical determination of the firm's decision making on investment but is not
observable since the shadow price of capital is not observable. Instead, what is observable
(in principle) is the average g - ratio market value of existing capital to its replacement
costs (Igbal, 1997).

Hayashi et al. (1990) rigorously proved a relationship of average q with the marginal g
based information in stock valuation. A relationship of equality between average and
marginal g will hold to provide conditions of perfect competition in product market and
linear function of homogenous technology of production and adjustment costs are satisfied.
For competitive firms, (price-takers) this relationship is strong because the unobservable
shadow price is directly linked to the stock market valuation of existing capital. If one
of these conditions is violated, then the average q is no longer equal to the marginal qg;
however, a relationship may still exist (Ibid, 1990). For example, in firms with monopolistic
position (price-takers), average q is higher than marginal q by what is legitimately called
the monopoly rent, and in this situation, marginal q that is relevant for making investment
as well as capital budgeting decision.

Strength and Application of 'q' Theory

Deriving as firm's cost of capital without referring to a fixed and predetermined rate
(interest rate) has immense implications for Islamic financial markets. Extensive research
on g theory of investment suggests that it is possible to determine an industry-wide as
well as economy wide q ratio. An industry-wide q ratio can very well serve the purpose
of establishing the cost of capital for new firms entering the industry and as an indicator
of efficiency relative to others in the same industry for existing firms (Ibid.). Existence
of an economy wide benchmark has implications at both the micro and macro -level,
such a benchmark can facilitate the pricing of assets, utilizing an equity-based reference
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rate. At the macro level, it will help to develop secondar
markets, and an inter bank market also can contribute to
theses factors are known to be roadblocks to further devel
financial markets. Another promising arena of applying an
that governments in Islamic countries may formulate ec

ensuring a competitive market as well as stable market salutati
social sector projects.

Y markets, an Islam;
ward financia| innovatci Ong,
OPment and growt, o 4
econgmy wide q is i trflami'
onomic policjes / refomi Wy,
On and raising fundsf:'
Besides, a firm's market value generally reflects the profitability of existing Capity)
'q' ratio is an indication of how much this market value can increase - Th

: e ) ' by additig,
Investment. Pricing assets using q ratio has several -

advantages over other Methog

I. The market value of a firm is an indicator of future profitability as perceived by investy.
expectations rather than the past performance of the firm. ;
IT. Since market value is subject to adjustment by variations in expected profits ',
incorporates an automatic adjustment for risk independent of any methodology employe
by capital markets to determine risk premium. The value of 'g' should be equal to unity
only if profits are high enough to compensate for shareholders Fisks

ITI. Finally as compared to other asset pricing models (capital assets; arbitrage, or option
pricing models), a model based on q theory is subject to have less measurement errors

From the above analyses of the model, it can be said that the entrepreneurs as well &
investors can evaluate their investment proposals or existing projects by using g rati
as such that when cost of capital will fluctuate with the fluctuation of q ratio, then'
encourages the investors to invest in the project as there is a linear relationship betweer
cost of capital and 'q' ratio.

Some Preconditions for Using 'q' Theory g
Despite the considerable theoretical appeal of 'q' Theory, empirical evidence Imkmgi
to Investment decision-making of firms has received mixed reviews in the Iiteratkueftt
(Hayashi et.al, 1990). The said model suggests the use of information in asset mafthe
especially the stock market, in knowing the profitability of investment. Moreovefémé
model very much depends on actual situation of the investment projects or Progr:(et "
But when proper information of asset market is not available and the prodqct m?ncip'e
not organized, then the said model cannot function properly according to its p;'nanda
Besides, since most Islamic countries are developing countries where capital-and o
markets are not fully developed/organized and are not integrated with mFe;OmeOr
financial markets, data are subject to noise and distortion, thus contamining the~ltr;tion5 art
content of g and investor's decision-making. (Ibid.). However, the above “m'benchma

not necessarily barriers of calculating q as a benchmark the concept of q-baSEdS research
is a groundbreaking innovation that requires further refinement as well a

Conclusion and Policy Measures ;
Present research is an initiative to study and examine available inve it
making techniques of IFIs and various shortcomings of the same.
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in the earlier section that LIBOR is the main decision making tool of IFIs for trading and
investment purposes in both national and international arena. As this technique is
horrowed from CFS, and not free from interest, so criticisms are raised by the researchers
(Khan and Mirakhor, 1988; Khan, 1995) for using this technique in Islamic finance. For
probable solution of the said controversy, present research paper analyzes the prospects
as well as strength of a technique as q theory of investment. The findings concludes the
following opportunities of using the said technique by the IFIs as : i) In Islamic financial
system, determination of prospective profitability and the rate of return on investment
of the same risk class play a pivotal role in determining the relative cost of capital and
g’ Theory of Investment suggests the use of information in asset markets, especially
the stock market in knowing the profitability of investment; ii) The q ratio is an indication
of how much this market value can increase by additional investment, also known marginal
g. Marginal g - the ratio of market value of an additional unit of capital (shadow price
of capital) to its replacement cost ; cost of equity capital / fund and IRR in Islamic
principles; iii) This model very much depends on actual situation (ex-post) of the
investment projects or programs and relates investment to the ratio of market to
. replacement value; iv) When the stock market functions properly in a competitive market
| situation, the future profitability of investment will be solely summarized by "q" ratio.;
. v) According to this theory, if the market valuation of capital held by a firm exceeds the
cost of capital on the open market, then the firms/entrepreneurs can increases its value
by investing, otherwise not. If q ratio exceeds equity, the value of capital investment
would exceed its costs, and the firm would have incentive to invest; and vi) Debt
instruments prevailing in the economy may be rewarded in the current tax system by
making interest a tax-deductible expense. Limitations of this model stated in the previous
section can be removed by the government intervention for ensuring proper policy
measures and sound competition in the market. In this regard, it is mentionable that
debt is rewarded in the current tax system by making interest a tax-deductible expense
and in this consequence; IBBL recently has been issued 'Mudaraba Bond' which is a close
substitute of long-term debt. The study also evaluates another techniques as equity-
based cost of capital and IRR as decision-making tools of IFIs, which are compatible in
Islamic Shariah as stated in the previous section.

Some Policy Guidelines for Proper and Just Investment Decision Making System
of IFIs.

According to the findings of the present study and other previous researches, the following
policy guidelines are suggested to the IFIs as well as governments of Muslim countries
to improve the existing barriers of IFIs, while performing trade and business activities
as per Islamic laws and principles:

¥ For applying g theory as an Islamic financial tool by the IFls, an organized market is
Very much needed and then proper and timely information about the market will be
Possible. Because the first and foremost condition of applying the said model is that -
:)r:°dUCt/Stock market must have to work properly. Moreover, if there is perfect competition
Ho;rl‘e market, then it is possible to know the real market situations for the investors.
o revel",'proper initiatives should be taken by the governments to develop and organize
® Capital / stock markets so that there is perfect competition in the market. As a
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result it will be possible for the investors or institutions to evaluate theijr in ﬁ

Vest

proposals properly. Meny L
s Government Intervention is most important for enacting and implementing Shan a
based laws and regulations to develop Islamic finance and market so that IFIs Mlah €

: L €an exten.
their business not only in the national arena but also in the international eny a

leve) F
= Initiatives should be taken to form ‘Accounting and Auditing Organization’ for
Financial Institutions so that these organizations can cooperate to solve the o
in existing investment decisions of IFIs. A Bahrain-based AAOIFI seeks to sup
faith of Islam by developing accounting standards for Islamic investment vehi
by conducting related training and publicity. AAOIFI also expects to strengthen the
effectiveness of Shariah committees by facilitating evaluation of emerging financin,
instruments and by aiding in the implementation of Islamic ethics. [

IS‘amic

bStacleS I
Port the (
cles ang (

m The integration of Islamic finance with international financial markets and institutions
has demonstrated its viability, competitiveness, resilience and sustainability as a form
of financial intermediation. This trend has contributed towards facilitating greater crog

border flows in terms of increased trade and investment transactions thereby strengthening
the global economic and financial linkages.

m The markets for Islamic instruments and government securities remain shallow and
an organized international Islamic financial market is still nascent. So, initiatives must
be taken to improve the range and sophistication of asset and liability classes and develop

new instruments and financial techniques that would enable Islamic banks to diversify
their balance sheets (Qorchi, 2005).

m The development of a sustainable Islamic financial system that is able to withstand
the challenges of the uncertainties and instabilities inherent in the global financial system
thus not only requires an effective global financial architecture but a system that is als
supported by an appropriate, comprehensive and sound domestic financial infrastructure.

m Initiatives should be taken by the IFIs to arrange seminars and symposiums for thefr
prospective clients and as well as to mass people so that they are conscious about thell
trade and businesses activities according to Islamic principles and its overall economﬁc
and social benefits. Besides, research and development centre should arrange scholarsh'P
for the contributors / researchers for their latest and modern innovation of various
investment decision making tools and techniques

= To bring people around to Islamic banking and finance, in the first instance, W_e_”_eig
to reinforce credibility, which has suffered in the recent past, both on account of politici® r
exploiting the idea for promoting their hidden agendas and unscrupulous profit seek.fe5
preying on people's gullibility and using religion as a tool to do so. Credibility reqU'm,C
visible operation within a framework of rules everyone can know and understand. Isla

finance has to be transparent, open to inspection by anyone and everyoneé (sid
2001).

2 Wol’|d
Islamic finance is a centuries-old practice that is gaining recognition throughout the ;

).,
and whose ethical nature is even drawing the interest of non-Muslims (R0SS: 2 I
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In this regard, a Shariah -based investment technique will play paramount rcole to ensure
a balanced economic activities and development in both Muslim and even Non-Muslim
community of the world. Besides, the proper implementation and application of the
aforesaid guidelines will contribute a lot on the issues and challenges stated above.

Further research is needed to examine the strength and applicability of g theory in
Interest-free Financial System.
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Appendix - 1

LIBOR - London Inter-bank Offer Rate is the most widely used benchmark for ShO"t’tem;
interest rates. It is the rate of interest at which banks borrow funds from other _bank: ‘
in the London inter-bank market, or more technically, it is the rate on dollar-denom'natiz
deposits, or Eurodollars, traded between banks in London. It is a short-term interest rin’ ‘
or index. Fixed rates are based on the 10-year Treasury Note, which is a 'O”Q'tefca :
instrument. This rate is an average of rates quoted by five major banks: Bank of Amenai\ l
Barclays, Bank of Tokyo, Deutsche Bank and Swiss Bank. The index is DUb"Shed |
in the Wall Street Journal (www.investorwords.com )

1
I
Concept and Application of LIBOR Technique i
i
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LIBOR is responsive to current economic conditions. When inflation is low which is the
case in the U.S and Europe, short-term interest rates remain low. While its movements
are more reactive to economic conditions month to month, on average, over the past
10 years, LIBOR has been lower than MTA, COFI, COSI and CODI. Due to the above
strengths and opportunities of LIBOR, IFIs use this technique to evaluate /price their
traded instruments (www.investorwords.com). In this context, the common practice in
the Islamic financial market is to use the LIBOR as the reference rate for pricing mark-
up instruments . Similarly, the LIBOR is used for pricing and measuring the performance
of Islamic leasing funds. In the absence of LIBOR, the prevailing market interest rate
would serve the same purpose.

Appendix - 2

justification of Using Interest-based Investment Tools LIBOR in Interest-free Financial
System

The literature on Islamic economics and finance has not developed techniques to determine
a rate of return at the firm (micro) or economy (macro) level so that investments can
be compared for efficient allocation of capital. In the absence of such a reference rate
or benchmark, Islamic financial institutions have resorted to adopting a proxy rate
borrowed from their counterparts in the conventional system.

Historically, several factors have contributed to the establishment of this practice are as
follows:

m First, Islamic financial institutions required a common reference rate to integrate with
international capital markets.

» Second, as Western banks entered into the Islamic financial markets, they required
a comparable benchmark against their cost of funding in the conventional system, which
happened to be the LIBOR. These institutions treated the murabaha mode as synonymous
with the conventional money market, which was based on the LIBOR.

® Finally, in those markets where Islamic financial institutions coexisted with conventional
banks, the LIBOR became a benchmark for competition in attracting depositors.

(i) The prevalent practice is defended by the arguments that, in the case of the murabaha
mode of financing, a practice to charge the LIBOR-based "mark-up" is still Islamic because
itis part of the sale agreement price between two parties; and, in case of leasing funds,
the LIBOR is used for pricing and performance measurement purposes only and does not
influence the actual rate of return on the investment.

(i) Further, the LIBOR provides price transparency and global real-time accessibility,
which facilitates ease of operation and integration of Islamic and international financial
Markets,

(iii) Irrespective of various justifications provided for the practice, obviously the use of
any interest rate as part of a mark-up (pricing or performance) is not acceptable because
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interest rate

does not represent real rate of retur

n in the economy as intended by g,
mh

principles (Igbal, 1997)

Appendix - 3

Abbreviations
AAOIFI
ARR
IFIs
GES
IFS
IFIs
LIBOR
n.d
IRR
NPV

PI

Accounting and Auditing Organization for
Accounting rate of Return

Islamic Financial Institution

Conventional Financial System

Islamic Financial System

Islamic Financial Institutions

London Inter-Bank Offer Rate

Date of publication is not mentioned in the text
Internal Rate of Return

Net Present Value

Profitability Index
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Emotional Labour -
An Intruder to Human Mind?

Ms Piyashi Banik

Abstract

Unlike intellectual and manual labour, 'Emotional Labour' is that sort of effort functional
in regulating the employees' emotion in conformity with their expected expressions in
the business context. Display of certain emotions as parts of their jobs is crucial to
promote organizational objectives, especially in reference to service industry; and the
targeted people for intended display of desired emotions can be clients, customers, co-
workers, students and anybody and everybody the employees need to interact with.
Intentional modification of one's emotions and expressions, where the inconsistency is
more and frequent, may cause psychological discomfort for the individual. Proper care
may be extended to reduce the stress on individuals who attempt these crucial and
urgent issues of exercising emotional labour as part of their job requirements. Emphasis
should be more on regulating the factors so that the individual's emotional feeling is
automatically aligned with the 'display rules' of the organization. In earlier times, the
expression 'Emotional Labour' was frequently being considered as one of the attributes
of women only, but the changing business environment is erasing away this reservation;
studies are revealing the truth that it is becoming an essential attribute for all people
and employees concerned engaged into any mode of interpersonal transaction. The
present discussion strives to elaborate and explain the conceptual understanding of the
term 'emotional labour' marginally focusing on the relevance and the increasing importance
of the concept in the organizational as well as the business context as a whole.

Key words
Emotional labour, Display rules, Deep acting, Surface acting, Emotional dissonance,
Stress, Burn out.

Introduction

Think about your journey from Kolkata to Heathrow accompanied by a cabin crew whom
you have seen hardly once to have a luster in her face. How will be your journey like?
Yes, it's true that we are social being, fun loving creature. We like and expect people to
be smiling always even in the most uncertain and crisis moment. While traveling a long
distance, or while in a hotel, hospital or even in the long queue in front of the teller
Counter of a bank, we want somebody with a smiling face to attend us. It makes our
€Xperiences pleasant and long lasting. But do we get this kind of people always around
Us? Probably, not. Sometimes we find a cabin crew with a faint professional facial

Piyashi Banik, Lecturer, School of Management, Tripura University, Tripura, India.
Email: piyashi_banik@yahoo.co.in
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expression lacking the real touch of true feeling of hospitality. Nurses in hospitals a4
often harsh, though may be, sincere to their duties. &

These are some incidental examples where people at work are significantly Iacking
emotions. By definition, emotions are overt reactions that express feelings aboyt event,
(Greenberg and Baron, 2005). One gets angry when someone fails to keep Promise, W;
are anxious if the Boss talks about the job losses around industries. We also feg| happ§
to meet a childhood friend after long years of separation. All these events certain|y have
influences, either positive or negative, on our work behavior. A person having peace o
mind is sure to provide a better customer satisfaction than a disturbed family-man Striving
hard to reconcile peace at home. Research has found that emotions play an importay
role on the job in so far as they influence job performance.

The role of 'emotion’ is to a large extent critical when one is talking about personne] j;
a service sector especially the hospitality, tourism or health sector (Payne, 2006). People
who are good at 'reading' and understanding emotions in other and also who are abje
to regulate their own emotions, may have a better edge while dealing with people
Emotion, truly, is one of the unique qualities that make us human. Emotion is used to
create, observe, and preserve social bonds.

Expression of positive feelings is one of the criteria for workers in their respective fields
of employment. Service exchanges between worker and client require the worker to
sense the right tone and medium for expressing a point and/or feeling and then to
determine whether, when, and how to act for getting the right business. But it may not
always be possible to display the right mode and level of expressions by employees who
have their personal lives and emotions too, which often lay impact on their work behaviour
Employees bring in their personal experiences in their office. But this can be intolerable
to an Airline-Guest-Relationships Manager if he finds any disappointed guest giving?
negative feedback about the in-flight-service of that airlines company. So one, working
with public, needs to be very careful about the expressions of emotions and ensure tha
it always follow the standard norm of his/her profession, or specifically said, matches
the job requirement. It also shows the employee's concern for offering the best value
service to their guests.

Emotion, hence, requires to be managed according to the demands of the job, professi®”
or business, in a wider sense. Flight attendants, hence, are required to be 'nicer thar
natural’, while debt collectors or law man needs to be 'nastier than natural'. Studie®
reveal that to succeed and prosper, organizations need people who are not only sklfV
and highly motivated, but also emotionally balanced. Emotional Labour, in this regar®

hés a prime role to play to spice up the emotional state of an employee in conformi®
with the job/role requirement,

" . eﬂt
The concept and use of emotional labour has been a major area of discussion " =

days_ because of its increased necessity in any organizational context, especially
service sector.



3
" Emotional Labour - Concepts

The term 'emotional labour' came into existence through the writing of Arlie Russell

Hochschild, a sociologist, who defined the term in his famous publication: The Managed

i Heart: Commercuahz.at;on of Feeling (1983). In his words, emotional labour refers to "the
management of feeling to create a publicly observable facial and bodily display" intended

to produce a particular state of mind in others; "emotional labor is sold for a wage and

P/" therefore has exchange value" (Hochschild, 1983). According to Hochschild, jobs involved

% in Emotional Labour:

U 4 Require face-to-face or voice-to-voice contact with the public

¥ a Require the worker to produce an emotional state in another person

'« Allow the employees to exercise a degree of control over their emotional activities

~ The psychological effort involved in holding back one's true emotion in order to conform
I to the display rules of the organization or job is the basic understanding of the concept
2~ of emotional labour. So, whatever might be the actual status of mind of an employee,
€ he/she requires to look cheerful, showing energy, vitality to its fullest, wearing a sticky
. smile always.

This outward expression of desired emotion is often conflicting when the occupant of the
desired emotion is facing turmoil in his/her life actually. This inconsistency between the
felt emotion and displayed emotion creates emotional dissonance in the person.

Emotional labour can take two forms:
= Surface acting, that involves "painting on" affective displays (and lack the real feel

actually)
= Deep acting wherein the modification of inner feeling is done to match the emotion

according to the 'display rules of the organization.

o A NS AT < ... LSRR, . -

}‘ Early proponents ih this field talked about a set of ‘feeling rules” (Hochschild, 1983) or
- 'Display rules' (Ashforth and Humphery, 1993) that refer to the organizational rules
describing the 'correct' response for work situations by regulating or modifying one's own
emotions and expressions. Emotional labour, therefore, involves regulation of one's
emotion in a way so that employees can meet the organization's (or job's per se)
expectations in their interactions with their customers, regardless of whether they are
discrepant with the employees' internal feelings. A flight attendant is expected to express
Positive emotions towards passengers, in terms of quick service, assistance in finding
their seats in the craft etc. and create a good cheer. A bill collector, on the other, needs
- to intimidate the debtors by expressing his anger or muscles even! And, the display of
all these emotions or the use of feelings to accomplish their tasks is central to their role

performance!

The following diagram summarizes the relationship among the above concepts and the
Subsequent probable consequences. (please refer the next page for the diagram)




Figure 1: Emotional Labour and its Consequences
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relevance of the Concept

In earlier times, emotional labour was frequently being considered as one of the attributes
of women only. Social and business world today entails every human being in general
to be passionate in the use of the emerging concept. Human being is a complex of many
roles. The moment a baby is born, our expectations from (him or) her starts cropping
up. As the baby socializes and grows up, the person becomes pre-occupied with diverse
roles like daughter, sister, friend; and gradually assumes many other roles like wife,
mother, and a professional. Most strikingly, each role has their distinct way of manifestation.
Broadly speaking, roles can be classified into two distinct categories- organizational and
individual roles with a number of sub-classes into it. Different roles envisage distinctively
differentiated expectations from each of these roles.

Tension may creep into if the role incumbent is dwindled by any strife between the roles.
If a person is frustrated at her personal life as wife, surely she carries some part of her
frustration in her workplace too. But it's a different scenario here! Her job of 'sales
assistant' demands her to be actively engaged when a buyer is looking for a comfort fit
‘gown’ to buy. Naturally, that pre-occupied frustration caused by domestic concerns need
essentially and immediately be replaced by a forced smile asking 'may I help you ma'am?'
Clearly, the inconsistency between these two contrasted feelings creates dissonance -
more the inconsistency, more is the degree of dissonance; and subsequently more is the
need for emotional labour to neutralize the negative feeling and to wear a smile in order
to conform to the 'display rules' of the task.

Tension may also arise if the role is conflicting within itself or even if it is ambiguous,
and lack clarity, ultimately affecting the outward expression of the person into a job and
task function. But, how much conflicting the role is, an employee needs to 'enact' the
behaviour to get the business done (i.e. satisfy the customer or client) - and she needs
to exert that extra effort to put on a smile in her depressed face.

Dissonance or inconsistency among feelings may also be created because of organizational
reasons. The sales girl selling products door to door in a hot, sunny day needs to put
across her full energy and vigour when she is expecting a lady to open the door to whom
she may sell her product.

Although this emotional labour is extremely useful for organization, the frequent and
repetitive use of emotional labour may be detrimental to the employees using it. Prolonged
éxposure to dissonance and the subsequent action of exercising emotional labour cause
stress in people. This stress, if not taken proper care of, can even cause burn out to
€mployee adding continuously to the woe of psychological chain factors resulting into
Inverted production, lesser employee and customer satisfaction, poor inter and intra
Personal relationship, and most importantly, a poor organizational climate (Mann, 2004).

The strain of masking emotion can cause more serious stress when people tend to 'surface
act' (i.e. managing observable expressions) (Persaud, 2004). If a person is 'deep acting'(i.e.
Managing feelings), the high level of emotional labour may be rewarding from the
Organization's viewpoint. But just think about the intelligence and effort she has shown
t0 'manage’ her heart to conform to the demand of the job and organization! People at
call centers providing support over the phone requires no facial expression as such,
though the need for a supportive, calm and melodious voice can no way be ignored.
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Requirement for the degree of emotional labour is less here and Prominent op
of the employee. A nurse, on the contrary, needs to be continuously Nice
affectionate to a patient and his companions too. ;

in v
. i
Caring a:

Emotional Labour in Use

Nicky James defines emotional labour as 'the work involved in dealing with othe
feelings, a core component of which is the regulation of emotions' (Grandey, ZOOOF;eople
expressions used for this concept are: 'labour of love', 'sentimental labour’, ~|ab0l-10the
a smile'. Some service industries, such as medical professionals, call center exec;tw‘t
and airline attendants are subject to higher expectations than others. These i”dustlve
spend a substantial amount of their work interacting with people and they myst be cwgf
to their patient, customer, or client to 'manage’ the latter's emotion and thejr °wnf
well. Professionals in education industry, especially the teachers also need to exerc;;
their emotional labour. Unless a teacher is intimate enough to a student while presenir
the very interesting success story of Lakshmi Mittal, the India born business tycgg,
how he became billionaire, or even the myth of 'Ramayana’-the class lecture becon
a mere deliberation of few carefully arranged facts and figures without any fee| or
into it. Learning, in such a situation, can doubtfully be effective. Earlier, emotional laby
demands and display rules were viewed as characteristics of occupations like nurse
airline attendants, restaurant workers, counselors, bill collectors. However, display rul
are effective in interpersonal transactions also where various roles and jobs are shar:
by many kinds of job occupants in an organization. In simple sense, emotional laba
is a component of the dynamic relationship between two people: employee a
customer/client or employee and employee. When a service transaction goes wrong,
expecting party at the opposite perceptibly has considerable reason to become unsatisfie

and unhappy.

The following diagram shows the possible flows in the generation of Emotional 'LabOE
in the context of teaching profession and shows how a teacher gets involved intot

Figure 2: Emotional Regulation at Work
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gmotional Labour: A Cause for Stress?

Too much of repetitive emotional dissonance and lack of control over events can be a
source of life stress and job stress. The definition of emotional labour also extends to
involve the inner state of tension that occurs when a person is bound to display required
state of emotion not by his will, but by compulsion. Although dissonance is a negative
state of being, surface and deep acting are processes that may have negative or positive
outcomes (Dijk and Brown, 2006). Nature of emotional labour used in work context can
be an input for designing or adopting organizational training and stress management

programmes. Effortful acting on this issue maps designing emotional regulation and
mechanism of emotional labour.

Workplace autonomy, superior and co-worker support, higher team performance, positive
feeling about the organizational environment may minimize the need for emotional labour
and reason for 'acting' because the 'feel' will evolve from within. Studies have strong

evidences that disclosure of emotional labour help individual cope with stress and buffer
against health risk.

Emotional Labour and Emotional Intelligence - The Link

Contrasted with the earlier practice of measuring Intelligence Quotient (IQ) of an employee,
organizations today are more keen on measuring their Emotional Quotient (EQ) with a
conviction that instance of high EQ will make the person more attached and dedicated
to her work and workplace. Following this evolved the concept of 'Emotional Intelligence'
meaning a group of abilities that enable individual to recognize and understand their own
and others' feelings and emotions and to use these insights to guide their own thinking
and action (Hellriegel et al, 2005). The term Emotional Intelligence is surely an indication
of a person’s ability or maturity per se to handle his/her own emotions as per the demand
of the situation (Shekaran, 2004).

Emotional Intelligence has four components:
Self awareness

Self control
Social concern
Social skill

Self-awareness is the ability to recognize and understand one's moods, emotions, drives
etc. as well as their impacts on others. Self control, on the other, is the ability to regulate
and redirect one's own impulses and moods.

Social awareness is the ability to understand the emotional makeup of other people, and
the skill to treat people according to their emotional reactions. Social skill, lastly, is the

3bility to build social networks, manage relationships, and build rapport (Hellriegel et
al, 2005),

Hence, the more a high degree of Emotional Intelligence a person is more will be his/
her ability to 'manage’ the emotions in workplace in conformity with the 'display rules'.

This may help the employee to 'deep act' than to 'surface act' to avoid a 'feel-less' smile
On the face.

“Usiness Research and Information Centre, NSHM Business School




Conclusion: Ending the Story I

Emotional labour is an application-oriented concept to be highly practiced in Organizag,

Simply stated, emotions are to be managed at work in order to conform to the dis'ons
rules stated by the organization and also the nature of job. The effort it entails tq main[;la.‘
the display rules, relates to the number of job stressed, and in extreme, cases of ba"
outs in an organization. One of the effective ways to reduce the amount of addeq effur'
requirement to minimize dissonance may be- the proper alignment of individyga, Wo;
his/her job context, point of satisfaction (for both client, customer or self), enfOrCeme"‘:
of positive work behaviour, peer relationships, Employee Assistance Programmes (EAPr
employee counseling, refresher courses or employee re-training programmes WhErevé.
and whenever required - and above all, let percolate the feeling of 'one-ness' ang Self
identification of employees with the organization removing all discontent and g,
alignment between various roles of a person in the context of family and organizatig,
so that an employee need not 'make' his/her expressions; and 'overt reaction' (i.e
emotion) is generated every time automatically without the enforcement of any exter,

catalyst or effort.
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market for Private Health Insurance
In a Developing Economy:
A cross-country analysis

1
purba Chakrabarty

Abstract _ -
This paper attempts to find out the prospect of private health insurance market in

developing economies like India treating the presence of that in the developed economies
as benchmark. For any country the prospect of emergence of such a market depends
on a number of push and pull factors. Here we have considered a list of macro variables
representing indicators favourable for the growth of such market in an economy and
tried to assess the changing importance of such forces over the stages of economic
development Since, the development of safety net is essential in the present globalized
context when medical poverty trap has become a regular phenomenon for the socio-
economically vulnerable households of poorer regions hence, it is claimed that to bring
the majority of households of the unorganized sector under the umbrella of health
insurance the providers may tie up with the self-help groups (SHGs) at the grass-root
level where the sheer group formation mechanism will take care of the adverse selection
problem and the internal monitoring practice will handle the issues related to moral
hazard.

Key Words
Market for private health insurance, Health policy, Health regulation

Introduction

It was the introduction of General Agreement on Trade in Services (GATS), a treaty of
_the World Trade Organization (WTO) in January 1995, which brought a massive change
In the health insurance scenario. The treaty was created to extend the multilateral trading
System to the services sector, in the same way the General Agreement on Tariffs and
Trade (GATT) provides such a system for merchandise trade. Many services including
that 0f health insurance, which have long been considered genuine domestic activities,
t(:"(’;:)mCre.asineg become internationally mobile with the opening up of services sector
givenn:estlc and foreign private companies (Lipson, 2001). A lot of importance has been
COUntri: the role of the health insurance market i.n both the developed and developing
o S. In fact there has been a steady transition of healthcare from merit good to

€t good in the post globalization era.
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Thus, the market for medical care takes into account the efficiency aspect byt ma

; i a0
be equitable. However, if the cost of treatment is lowered its access and reach will 'mDrQV'

and there in comes the role of third party payment (TPP). Thg basic fur\c§|oning of he&lt:
insurance companies or third party payers is that they a?ct as mtermgdmnes between th
two already existing agents in the health care market i.e., the patlgnts andAhea|th Car
providers which is quite clear from the figure: 1. The TPP could be e|ther.a Prlvate Heayy
Insurance Company or the Government or the Non-Governmental Organizationg (NGOS'
Here, we want to concentrate on the role of private insurance company as the Third py

Payer in a globalized system under GATS. Further with the advancement of Medicy
technology and increased awareness among common masses, a sound health insurance
market would be a pre-condition for the development of an efficient and equitable Markg
for medical care. If the market exists it would help the victims to get assured good quali,

treatment at low cost through either risk-pooling (Arrow, 1963)Vor income-po()“ng
(Nyman, 2003).

The basic objective of this paper is to find out the prospect of private health i

market in developing economies treating the presence of that in the develo
as benchmark.

Nsuranc
ped economig

Figure 1: The Importance of Health Insurance or Third Party Payer
Source: Neun & Santerre, 2007
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ents that could be reallocated to these private prepaid plans and also the existing
P ';n' security schemes are facing high health care costs.
soCl

esently spends about 6.5% to 7% of the GDP on healthcare with the private

lthcare expenditure being 4.7% of GDP and nearly 1.3% is borne by the government
hesaran)' Most of the private healthcare financing is out-of-pocket. A negligible part is
Svered by health insurance and that too in case of private health insurance (PHI), the
coverage is just 0.6% of total health expenditure (Dreschler and Jutting, 2007; Ahuja
2004). significant changes took place in the Indian Health Insurance sector with the
introduction of GATS and the passage of the Insurance Regulatory and Development
Authority (IRDA) Bill in 1999 which gave boost to the development of private health
insurance market of India. The Government of India gave license to 24 new private
insurance companies out of which 21 have foreign equity participation. (Purohit, 2001).
gesides, there are Non Governmental Organizations (NGOs) or community based health
insurance (CBHI) such as SEWA (Ahmedabad), ACCORD (Nilgris, Tamil Nadu), Seba
Cooperative Health Society (Kolkata) etc. Such CBHI schemes have been strictly advocated
by the international institutions like the World Bank, World Health Organization and
International Labour Organization in developing countries like India due to voluntary
participation of the people, not-for-profit objectives, some degree of risk-pooling and
scheme management by the people in the community itself and also well suited to the
needs of the poor. Though such schemes have greater accessibility to healthcare services
but nothing can be said about the quality of healthcare available to the poor. An important
development that took place in the health insurance sector in India was the establishment
of the Third Party Administrators (TPAs) in 2001. These TPAs are intermediaries who
bring all elements of healthcare together and ensure that policyholders get hassle-free
treatment, insurance companies pay for efficient and cost-effective services and the

healthcare providers or policyholders get their reimbursements on time (Bhat & Basu,
2004; USAID, 2008).

Indi@ pr

All these reforms are paving the road for development of a buoyant health insurance
market in a developing country like India. Here we have considered Griffin and Shaw's
analysis (1995) on the Sub-Saharan Africa to explore the potential of developing private
health insurance market in that region. A bunch of macro variables are broadly identified
to capture both the supply as well as the demand side of the insurance market. First of
all, they concentrate on the role of supply side. The insurance schemes must be such
that it should have low administrative costs, which is feasible where there is denser
lF:tOEDMation and better developed infrastructure. Generally it is well recognized in the
o ir:ttl{"e_that the provisioning of health care services all over the dfaveloping world has
Variabr|mSIC urban bias (Banerjee and Nag, 1998). The most.approprlate macroeconomic
D°Dulass tQ Capture these dimensions are population density (Pl?) and share. of urban
SChemeI(-)n In total population (URB). Another requiremen_t for a viable health insurance
- poSSiblIS the check over the problems of adverse selection and mQral hazard , which
s more through risk / income pooling via group insurance. Group .|nsur'ance practices
°°Untriee Pronounced among the organized sector employees. Since m deve!oping
ence a: the share of organized sector employment in total grpplqyment is negligible,
SXample ia cru.de proxy may be tried as the workforce pgﬂlClpatlon rate (WPR). For
laboy forn India, the share of the unorganized worker consists of 93 percent of the total
ta €€ and only 7 percent is that of organized sector workers (Oberai and Chadha,



2001). Since health care service is a merit good here the private initiatives are like|
follow the public sector involvements and there is a built-in public-private compleme
in this sector. The official aid flows in health (HAID) sector may be taken as an in
of the overall status of the sector. Of course, for OECD countries this indicator
not work. This is especially relevant for the developing ones.

0
Ntar|

C“Cat()r
Shoyjg

The demand for insurance depends on the ability to pay. There exists a positive inc
elasticity of demand for insurance and the best way to represent it at the macrq [
is through per capita income (PCY). Another important dimension that influenceg the
spread of the health insurance market is the size and quality of private health sector, i
the economy has a buoyant private health care system then treatment in private hOSDita|s
becomes a reality and to cover cost of such episodes risk-averse agents would p
interested in buying private health insurance. The relative size of private healthcare
system may be evaluated in terms of variables like the share of private medical expendityrg
in the total healthcare expenditure, while the quality of care will depend on healty
infrastructure like availability of physicians, hospital beds and other associated Services
and so on. The paper attempts to verify this connection with the help of appropriat
cross-country data.

Ome
Cvg|

The rest of the paper is organized as follows: section II presents the data base, sectio
IIT carries out the quantitative analyses, section IV presents an assessment in India
context, section V concludes the paper and section VI presents the appendix

Selection of Countries and Data Sources

Here we have undertaken an econometric exercise to assess the role of different
contributing factors in determining the prospect of private health insurance market in
different countries located at different stages of economic development. Information on
different macro indicators (appropriately adjusted) is collected from the World Bank’s
interactive data CD on World Development Indicators (WDI), 2007 and different fre¢
websites like www.geographic.org, www.who.org, etc. The common year selected for the
cross-section analysis in 2000-01 for which information is available on all required
variables. If for some countries data are not available on any specific variable for thi
specific year then that has been proxied by the available year in the closest vicinity. Hert
the variables selected are reported in table-1. (please refer page no.49)

The dependent variable is the relative spread of private health insurance market thCh
can be represented in different possible ways: (i) either by the percentage of populatio’
covered by health insurance, or (ii) by the amount of premium paid by the insured, ¢
(iii) by the amount of coverage purchased by the insured or, (iv) by the actual Cla”z
amount paid by the insurance companies. Here we have (iv) calculated by deducting t
out-pocket expenditure on healthcare from the total private healthcare expendituré an
the difference has been designated as the support from private health insurance. Thofjg
this is definitely an underestimation (as it implicitly assumes equivalence between premiV ‘
collected and claims paid) we did not find any better option to fall back ¢

e basi® ¢

The entire data set has been divided into three subgroups of countries on th st

Gross National Income (GNI) per capita (World Development Report, 2007), €xP
in PPP$ at 2000-01 prices. I
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LIC (Low Income Country) : PPP$ 875 or less
MIC (Middle Income Country) PPP$ 876-PPP$ 10,725
HIC (High Income Country) : PPP$ 10,726 & above

Table 1: Relevant Variables Selected to Assess
the Prospect of Private Health Insurance

Data Source
e
Private prepaid plans as a percentage WDI (2007),
www.who.org
Population density (people per square WDI (2007)
Share of urban population in total WDI (2007)
www.geographic.org
Workforce WDI (2007),
www.geographic.org
Official Development assistance and WDI (2007)
(Current US $)/GDP www.geographic.org
PCY GDP (Gross Domestic Product) per capita (constant | WDI (2007)
2000 US $)
PHE Private health expenditure as a percentage of GDP WDI (2007)
DOC Number of physicians per 1,00,000 people WD I (2007)
BED Hospital Beds per 1,00,000 people WDI (2007)

Table 2: Selected Countries across Income-groups

Country - type Country - Name Total Number
. : US, UK, Australia, Canada, France, Ireland,

High - income Germany, Switzerland, Netherlands, Sweden, 15
Portugal, Austria, Italy, Spain, New Zealand

Middle - income Mexico, Malaysia, Romania, Hungary, 14
Argentina, Chile, Venezuela, Brazil, China,
Sri Lanka, Thailand, Indonesia, Philippines,
Colombia

Low - income Bangladesh, Ghana, India, Kenya, Malawi, 13

Nepal, Vietnam, Ethiopia, Nigeria, Bhutan,
Senegal, Cambodia, Mali

:I'ab|e 3 presents the entire data set used for the subsequent statistical analysis.




Table 3: Relevant Macro-Indicators of Private Health Insurance l

Countries PHI PD URB WPR PCY PHE DOC BED
HIGH -INCOME COUNTRIES

us 73.5 30.8 81.01 53.67 34599.5 7.4 220 350
UK 30.5 246.9 g89.75 50.62 24150.9 1.4 190 420
Australia 36.3 2.5 87.13 49.76 20866.9 2.8 250 780
Canada 46.5 34 78.10 51.97:23219.5. 2.6 210 380
France B6:6 107.1 75595 44 10 22547.81,2.2° 330 810
Ireland 49.5° 55,2 59.23 46.32 25271 1.7 220 460
Germany 44.9. .235.7 74.57 48.77 23114.2 2.1 330 910

Switzerland 25.9 179.6 72.31 55.23 34248.6 4.6 350 600
Netherlands w7 470 76.96 51.28 24270 2.9 220 510

Sweden 8.9 21.6 8396 51.94 27286.5 1.3 310 360
Portugal 192 11137 55536 5201w 110L6:25152.4. 320 380
Austria 30.5 97.2 e4.87 47.67 24194.8 2.8 320 870
Italy 12.8 193.6 66.40 40.82 19269 2.3 420 470
Spain 16.9 80.7 76.81 46.18 14421.9 2 320 410

New Zealand 30.1 14.4 ggs5 5048 13653.9 1.7 220 610
MIDDLE - INCOME COUNTRIES

Mexico 4./ W5118" 9593 "Jg.30" 5934:9 2.9 160 110
Malaysia 24.6 69.9 @521 4446 39274 1.6 70 190
Romania 0 97.7 54.68 51.88 1650.9 1.7 190 740
Hungary 10.2 113.9 65.06 41.74 4606.2 2" 310" %810
Argentina 36.7 13.5 89.06 43.92 77029 3.9 300 410
Chile 52.9 20.6 87.36 40.11 4880.2 3.3 110 260
Venezuela 13 27.6 9407 4452 48187 2.8 190 80
Brazil 35182015 8167 48.27 3461.1 4.5 110 270
China 4.4 135.4 3582 58.56 949.2 2.8 160 250
Sri Lanka 18.5 299.5 15.80 42.42 843.6 1.9 40 220
Thailand 23.1° 120.2 3121 54.86 1997.5 1.5 40 220
Indonesia 27.8 113.8 126.39 17.63 800 1.7 20 600
Philippines 22.8 254.1 54.61 37.91 9951 W8 SE60- 100
Colombia IR 719N T EIE7 4805 1989 S 1I50r 110
LOW-INCOME COUNTRIES
Bangladesh 11.9 990.4 23.15 44.32 1 ST L Xc ) o 30
Ghana 20.1 87.3 44.75 44.30 250.3 %43 110 1150
India 7:8 84178557 95 - 39.07 45219, 1341150 90
Kenya 19.9 53.9 19.93 44.93 41399283 410 160
Malawi 5716 - 122i4%16.74" 51.83 1514 3.4 1~ 130
Nepal 8.8 170.8 13.25 37.15 224.7 4 5 20
Vietnam 12.9: 252.4. .124.22uk50:41 396.9 2.8y 450240
Ethiopia 20.9 64.3 14.94 44.13 1220000255 4.2 1420
Nigeria 7.3" 1291 41.86 '34.50 3909218 130, 170
Bhutan 0 12.8  2.89 10.69 739.9 'S 5 160
Senegal 5.1 53.7 .42:04 40.78 423.9 28 (10 40
Cambodia 6.8 722 17.64 47.88 2869 4.6 10 50

Mali 0.9 9.5 . 30,41 45.12 207.9 4.2 4 20



' Few gconometric Exercises
A

. the data presented in Table 3 we have carried out some exploratory as well as
e atory analyses on the observed relationship between PHI and the other explanatory
‘ Conﬁrrrsn Tables A.1 and A.2 represents the mean, variance and the coefficient of variations
faczoifférent characteristics within the countries located at any particular stage of
Zivelopme”t' For PHI, URB, WPR and DOC the low-income countries have the lowest
mean and highest coefficient of variation indicating substantial heterogeneity among the
selected developing countries. Except for PD and PHE the developed countries show high
jevel of homogeneity. The variation in PHE is due to the different practices in provisioning
. of healthcare ranging between National Health Service in UK to dominantly private care
in the USA. In terms of PCY the middle-income countries are most diverse among
themselves with a CV equaling 68.80 as opposed to 28.98 for high-income developed
and 47.68 for low-income developing countries.

To capture the variations across different types of countries over any particular characteristic
the method adopted is as follows:

Xj
Xj =E—-—X 100
7 Xj

where j= High, Middle, Low and X represents the relevant variable. Table A.2 presents
these percentage break-ups. Figure 1 presents the situation graphically. It is apparent
- from the graph that the coverage of private health insurance increases over the stages
of development; the same holds good about urbanization, though there is a clear sign
of convergence. Workforce participation rates are not strikingly different, however, the
quality of work and work conditions are not similar. The developing world is shouldering
the burden of growing informalization whereas the developed world is very much under
the shield of formal employment. The workforce participation rate can proxy the extent
of group insurance provided the nature of employment is formal. However, for mixed
€mployment the proxy would lose its strength. The population density is bi-modal in
Nature and the distribution of per capita income is extremely skewed. Private health
 EXpenditure does not reveal any distinctive pattern, as here the data quality is utterly
dOUb.tfuI. Another possible reason of this absence of pattern may lie in the different
f;ac:l?s of health care financing followed in different high-income countries. The health
increzs manpqwer (DOC) and infrastructure (BED) behave in the same manner and
€ steadily over the stages of development.

A:t:ly;is of Correlation

ependep't’esef\ts the pair-wise correlation for all those 'relev.ant macro-variables. The

exD|anat: varla.ble PHI has statistically significant corre!atlon with almost all the proposed

degree oer Varl.ablgs except population density and private he.altlj\care expenditure. The

infrastmc;irban|zat|on has strong correlation with the per capita |n‘com.e and healthcare

proVisioninUre (DOC, BED) indicating the dominance of urban-bias in the pattern of
9. The same claim is re-endorsed through the significant correlation between

RB
L DOC), (WPR, DOC) and (PCY, DOC).



on rate, per capita income and availability of physicians are 3| Pair.
wise strongly correlated. Again the two "quality of care” related variables DOC ang BEy
are highly correlated among themselves. Hence, inclusion of both in the regression Woug
cause multicollinearity. Therefore, the regression would drop PD, HAID, PHE, and BED
as possible explanatory variables and would concentrate on URB, WPR, PCY and DOC

only.
Figure 1: Indicator-based Relative Positions
for Different Country-Groups

Workforce participati
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Table 4: Pair-wise Correlation Coefficients

PHI PD URB WPR PCY PHE DOC BED
PHI 1.00
PD -0.03 1.00

URB 0.43* -0.25 1.00

WPR 0.29* 0.02 0.09 1.00
PCY 0.55* ~0.07 0.54* 0.39* 1.00
PHE 0.21 -0.09 -0.08 0.21 0.11 1.00
DOC 0.29* -0.13 0.61* 0.37* 027> -0.09 1.00
—
BED 0.35% -0.10 0.55% 0.18 0.62* -0.20 0,75 1.00

* indicates correlation is significant at the 0.10 level (2-tailed).




f Regression
regressed on URB, WPR, PCY and DOC except for the workforce participation
fficients are statistically significant at less than 5% level with expected sign.
as the degree of urbani'zation goes up the extent of private health insurance market
rows (s€€ table 6); again thg same holds for per capita GDP. The workforce participation
rate failed to influen.ce Fhe size of the private health insurance market because of its
extreme heterogene.uty in terrT\s of both the nature of job and the conditions of work.
Here the extent of difference is so enormous that the quantitative variable, WPR loses
all of its significance. The statistically significant negative coefficient of DOC deserves
some special attention. In the previously presented analysis of correlation rDOC, PHI =
0.29 (confer table 5), which is positive and statistically significant at 10% level indicating
A complementarity between private and public market for medical care. As the provisioning
expands a matching expansion of private market is observed (due to localization effect)
and supply-induced demand enhancement leads to a buoyant market for private health
insurance. However, this complementarity hypothesis gets questioned by the negative
sign of DOC in regression analysis where one possible explanation for negative sign may
be non-availability of trained man-power leading to greater perception of health risk and
a consequent higher demand for health insurance. Another plausible hypothesis may be
as follows: if good quality medical service is available in the public domain then the
demand for private care would be low and this substitution relation between public and
private care would dampen the spread of private health insurance market. This explanation,
if correct, is more likely to hold for low-income countries. Whether the supply-push effect
or the demand-pull effect would dominate may depend on the overall economic position
of the country. To explore this possibility we have introduced country-dummy D1 and
D2 for the LIC and MIC respectively, treating HIC (OECD countries) as the reference
category. Though the countries were grouped into different stages of development
following per capita income, the dummies so defined are expected to capture the influence
of non-income dimensions like differences in infrastructure, life-style, etc. on the study
variable. Both the dummy variable coefficients are negative in sign but statistically
insignificant indicating the absence of any significant country-effect (see table 6).

analysis ©
when pHI IS

rate the CO€

For further exploration of the situation we decided to study the country-group-specific
scenario. Is the nature of pull or push factor changes across the stages of development?
The major bottleneck to carry out such analysis is the inadequacy of the group size under
ach category. So, we take recourse to step-wise regression. The step-wise regression
across all country groups is reported in Table 6 whereas the regressions for each group
S€parately and all possible pair of groups are presented in Table 7. It is apparent from
the table that for LIC the influence is positive with statistical significance of 10% while
:Or_the combined group of HIC and MIC it is negative with same significance level. This
‘“dlc'ates the presence of substitution relation in richer countries between private and
f:;’:; provisionir_mg of healthcare related services; if quality of public service is not up
2005) mIark relatively more affluent people may opt out (Sekhri, Sévedoff and Tripathy,
'1-@°Dula;r'tn the poorer .countries the modern aIIopath .t.reatment is gradually earning
itiatiVei-y an.d recognition. It is mostly the responsibility of the public sector to take
= aln this regard. Here the private health sector grows under the umbrella of public
nd, hence, the complementary relation dominates.



Table 5: Alternative Regression Results (All Countries)

Dependent variable: PHI

oLs Regression with
Regressors Regression Dummy Step -wise Regression
Constant -6.832 24.678
(-0.48) (0.23)
URB 0.248 0.178 0.286\
(231)** (1.27) (2.99)**x*
WPR 0.415 0.358 0.560
(1.37) (1.13) (1.86)*
PCY 0.001 0.001 0.0004
(3.48)*F** (1.94)* (1.63)
DOC -0.081 -0.095 -0.034
(=2:56)%>* (:2.53)** (-1.77)*
D1 -9.903
(-0.55)
D2 -1:865
(-0.13)
r>2 0.380 0.357
F Significant at less than
Fg4 37 = 7.27%%*
Fa, 35 = 4.80%* 10% at each step
except for PCY
df 37 35 40 at each step

Note: *** Statistically significant at less than 1% level;
** Statistically significant at less than 5% level;
* Statistically significant at less than 10% level.
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AN Assessment in Indian Context

The foregoing analysis sugg'ests a strong cau.sal relation among the extent of private
health insurance market with that .o.f urbanization, per-capita income and medical
nfrastructure (including the availability of qualified medical personnel). The obvious
implication of this finding is S of the private health insurance market over
the stages of development. Using the regression estimates when the PHI is predicted
for India the projected value turned out to be 12.72% as against the actual value of
7.9%. i.e., even in terms of this conservative estimate what should be the spread of
the private health insurance based financing the actual is lagging far behind that level.
Hence, there is the need for regulation for effective functioning of the private health
insurance market so as to provide equitable, affordable and accessible healthcare to all.
Among the different regulatory practices in India, one includes minimum capital requirements
and surplus (over liabilities) requirements, known as the solvency margin. Further there
<hould be a uniform minimum benefits package applicable to all of its clients so that the
insurance companies may not indulge in underwriting. Also, the language of the insurance
contracts needs to be defined in details; the terms used in the contract should be clear
and easily understandable. To protect consumer's interest a number of laws are already
in existence like the Insurance Act 1938, Consumer Protection Act (COPRA) 1986,
Arbitration and Conciliation Act 1996, Ombudsman Rules 1998 issued by the IRDA.
Additionally the regulations on Licensing of Insurance Agents in 2000 required among
other things minimum standard education, number of hours of practical training, successful
passing of the licensing examination and adherence to a set of code of conduct. A further
set of requlations was enacted and enforced since 2001, viz., Advertisements and
Disclosure, Third Party Administrators (TPAs), etc. Finally, we have the regulations on
Protection of Policyholders Interests. This regulation needed well defined and informative
materials regarding the future prospect of the insurance products at the time of sale,
claims procedure, proper functioning of policyholders services and so on (USAID, 2008).

Concluding Observations
We have made some progress in the right direction, though we have still a long way to

go. The insignificant effect of Work Force Participation Rate (WPR) on Private Health
Insurance (PHI) clearly reflects the presence of a large informal sector which is a common
feature of the developing country. Hence steps may be taken to popularize the concept
of "group insurance" in developing countries, which is widely practiced in developed
fountries so as to avoid the problem of adverse selection.

Further to widen the reach of PHI especially for the relatively vulnerable groups of poorer
'€gions, various institutions like SHGs involved in micro finance schemes should also
?fOVide health insurance facility. Here groups are formed following the principle of
assortative matching" whereby birds of same feather flock together. As all group members
:;;e held responsible for default on part of any single member so, motivated by their self-

€rest each one will monitor others action. Such internalization of monitoring would
ke the problem of moral hazard. In addition, the elected local bodies (such as Gram
%Chayats, Panchayat Samitis or Zilla Parishads (in case of India) may act as coordinator
Motivator on the behalf of a large number of SHGs in any particular region. As
Medicy| treatment is becoming very expensive in the new regime of Intellectual Property

*Iness Research and Information Centre, NSHM Business School
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Table A.1 : Characteristics of Indicators over Country-

Appendix

Foups
J Variables o Ao
| Country - .
groups PHI PD | URB | WPR | PCY PHE | DOC | pgp |
~ein] By
Mean | 1385 | 18158 | 24.58 | 4116 | 34053 | 3.2 | 150y | gq,
)|
Lrc s.D. 14.81 | 26086 | 1251 | 1039 | 162.36 | 094 | 17.02 | 5,
CV. | 10690 | 143.66 | 50.89 | 25.24 | 47.68 | 29.16 | 106.89 | 740
Mean | 2249 | 98.28 | 67.82 | 43.89 | 318262 | 2.42 | 13643 | 31344
—
MIC s.D. 15.36 | 86.84 | 28.64 | 9.66 | 2189.52 | 0.96 | 91.03 | 23927
—
|
cv. 68.31 | 88.36 | 42.23 | 2201 | 68.80 | 39.69 | 66.72 | 76.65
e
Mean | 37.19 | 123.36 | 75.22 | 49.38 |22808.71| 2.68 | 282.00 | 55467
HIC s.D. 2048 | 126.34 | 1017 | 381 | 6610.10 | 153 | 67.55 | 1976 |
-
cv. 55.07 | 10242 | 1352 | 7.72 | 28.98 | 57.09 | 23.95 | 3556 |

Source: Calculated from Table 3

Country Groups

Table A.2: Relative Position of Average Indicators over

Country - group Y X1 X2 X3 X5 X6 X7 X8
LIC -average 18.84 | 45.03 | 14.67 | 30.62 1.29 | 38.74 | 3.67 10.20
- 2 i 5 ’ ” ~ 31.41 | 32.34
MIC -average 30.58 | 24.37 | 40.46 | 32.65| 12.09 | 29.10 g |
HIC -average 50.57 | 30.59 | 44.87 | 36.73| 86.62 | 32.21 | 64.92 57.46

Source: Table A.1
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Abstract

The corporate healthcare is an industry where experience and tacit knowledge plays an
important role in delivering quality service. The valuable knowledge of Dietitians, gaing
through years of experience in nutrition analysis is an essential component of high qualiy
service. This research study aims to present the Knowledge Sharing (KS) practices
the Dietetics Department of a leading healthcare organization in India to create ang
sustain reliable and critical services. In particular, the article assesses how Dietitians
acquire and share the knowledge among them. KS among Dietitians is driven by two
approaches, namely innovative Internship programme and Inter-Disciplinary Team Rounds
(IDTR). These approaches focus on interaction, collaboration and increased sharing of
knowledge, which led to successful knowledge-driven practices. Our study shows that
a clear linkage of KM efforts with the business objectives, top management support ant
adoption of suitable governance help in achieving effective knowledge sharing in specialized
fields such as healthcare. We conclude the paper with few guidelines to practitioners
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successful companies are those which constantly create new knowledge, disseminate

it throughout the organization, and rapidly embed it in their new products and services
(Nonaka, 1991). Knowledge is fast becoming a strategic resource and organizations
practice knowledge management (KM) to effectively transform knowledge into competitive
advantage (Desouza, 2003; Liao, 2003). The purpose of (KM) in organizations is to
recognize knowledge as a valuable resource and to deploy approaches for tapping the
collective intelligence and skills of employees in order to bolster organizational knowledge.
KM is enabled by people, organization, process, and system perspectives. Knowledge
sharing not only enhances an organization's ability to compete but also increase the
competency level of its employees. More precisely, KM is concerned with capturing an
organization's know-how and know-what through creation, collection, storage, distribution,
and application (Miller, 1998).

The field of knowledge management has tremendous application and value addition to
the health care industry, particularly for hospitals and hospital systems. For many who
have invested in a knowledge management infrastructure, it has transformed their
standing in the industry. Nutrition plays a vital role in the overall management of any
disease. It takes a committed and understanding Physician-Dietitian-Nursing care team
to see that the basic diet objectives are pursued. Dietitians provide Medical Nutrition
Therapy that can minimize healthcare costs, by preventing and treating diseases with
appropriate diet. They also provide consultation and appropriate nutrition therapy to
clients identified with malnutrition. Dietitians are trained to translate the science of
nutrition in health and disease into a customized set of choices of food items.

KM in healthcare needs people's contribution regularly to build content. It also has to
ensure that knowledge is accessible when a practitioner requires it and finally converts
knowledge into a business benefit. The role of a dietitian is to promote good health by
teaching the public and other health care professionals about diet and nutrition. The way
dietitians acquire required level of knowledge and expertise is unique in the corporate
healthcare system. This research aims at studying the knowledge sharing mechanism
among the dietetic professionals with reference to a large healthcare provider in India.
It also elaborates on how the dietitians extend the knowledge to other health care
professionals like doctors, nurses and para-medical professionals. We use case study
approach to encapsulate the process and organizational dimensions of two unique
approaches adopted by the organization to maximize the knowledge potential. The paper
is organized into three sections, wherein the first section deals with literature review and
the second details on the objectives and research methodology of the study and the final
section presents the findings of the paper covering the process and organizational
dimensions of KM, and conclude the paper with key lessons for theory and practice.

Literature Review

ThePUrpose of knowledge management (KM) in organizations is to recognize knowledge
as a valuable resource and to deploy an approach for tapping the collective intelligence
aﬂdﬂ(ills of employees in order to create a greater organizational knowledge. Knowledge
Mefﬂent (KM) is widely regarded as the way an organization can leverage the 'know-
hﬁmf trading partners, and outside experts for the benefit of the organization
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(Wei, 1998; Bellaver and Lusa, 2001; Ackerman et al., 2003), kM i
essential tool for success in a highly competitive world of the
al., 2002; Ackerman et al., 2003). An organization managin
potential to create significant strategic value. Therefore kno
latest strategic option in increasing organizational competitiv
2004). Knowledge management (KM) has emerged as a stra
organizational competitiveness. Aligning KM initiatives with business Strateq, Morg,

appropriate KM strategy is a vital beginning for the successful exploitation of kne r
for business success. o
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The twenty first century healthcare industr
traditional process of care-one clinician look

based medicine in which the patient is mana
professionals (Ackerman et al., 2003),

y has seen a paradigm shift
ing after one patient with mo
ged by multidisciplinary team

such as oncologists and cardiologists WOrkjns
with general practitioners and home-care nurses. The effectiveness of such Shareq ca{

critically depends on the ability to share patient specific information and medical knowleqy
easily among professional (Johnston et al., 1994; Anderson and Ayding, 1997). Indey
it is widely recognized that the lack of sharing knowledge among professional y
organizations represents one of the major impediments to quality care. Therefore
is increasingly pervasive in healthcare organization and KM strategy continuously defines
their organizational characteristics. The more a healthcare provider requires sharin
knowledge and good practices, the more it seemed a KM strategy would be require

(Guah, 2004). It is a long-term, sustainable commitment to changing the culture o
health care to become more collaborative,

that repjy,,
dern SCieng,

more transparent, and more proactive. A wel
implemented KM will transform the health Care service into a more cost-effective, infallbe

and accountable. For many who have invested in knowledge management systems, |
has become the measure of value of belonging to a hospital system

The health care industry is increasingly becoming a knowledge-based community thé
is connected to hospitals, clinics, pharmacies, and customers for sharing knowledgz
reducing administrative costs and improving the quality of care. Thus, the succtv%SScal
health care depends critically on the collection, analysis and seamless exchange of an;es‘
billing, and utilization information or knowledge within and across organizational boun r?oum
KM can be distinguished from information management in that is actionable and S

result in changed behavior as a result of knowledge sharing.

and
Knowledge transfer should spark innovation, operational process improve't“gr;ztem,
enhanced patient care. According to Healthcare Information & Managemen data @
Society (HIMSS), KM in health care is about aligning people, processfti’sfCe n ord®
technologies to optimize information, collaboration, expertise, and experien
to drive organizational performance and growth.
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Knowledge Management (KM) in healthcare can be regarded as the confluen

W

R ion, acquis'™™

methodologies and techniques to facilitate the creatlon,. ldentifica::‘c;ﬂ;mwus Nltc
development, preservation, dissemination and finally the utilization of wever, Ve htl\
of a healthcare enterprise's knowledge assets (Pardes et al., 1999). Ho e

! care SY°
research is carried out in the specific domains within the health




orkers in the healthcare sector use knowledge from multiple sources, there is a
e wneed for knowledge management (KM) in the health management (Sharma et
ng 5. wahle and Groothuis, 2005). In the sector there are different actors, such as
’ d their families, physician, surgeons, epidemiologist, nurses, medical students,
hnologists, physiotherapists, researchers, educators, policy makers and
ministrators- The healthcare workers have acquired specialized unique knowledge and
- knowledge has to be shared by the different actors to improve patient care. Moreover,
¢ interaction between the actors also creates knowledge. Sharing of knowledge between
lﬁe gifferent actors in healthcare h.as been identified as being critical factor for creating
2 high quality healthcare system-(Rlchardson et al., 2001). Wahle et al. (2005) emphasize
that management of knowledge in health sector is essential as it can optimize the support
and primary health processes, improve efficiencies and effectiveness, and improve the
garning capacity of the organization.

Jari
’ L 200
tients an
boratory tec

‘The health care industry has evolved into an extended enterprise-an enterprise that is
1 ~wered by sophisticated knowledge and information resources. In today's healthcare
~ enterprises, knowledge is deemed as a 'high value form of information' which is central
" o the enterprise's 'capacity to act' (Sveiby, 1997; Davenport et al., 1998). The field of
mowledge management provides the methodological and technological framework to:
3) pro-actively capture both the experiential knowledge intrinsic to what are we doing
is-a-vis healthcare practice and delivery, and the empirical knowledge derived from the
utcomes of what have we done; and (b) operationalize healthcare knowledge to serve
a strategic decision-making resource, vis-a-vis an ensemble of business rules, trend
redicting insights, workflow analysis, analytic outcomes, procedural guidelines and so
n (Abidi and Cheah, 2000). Shin (2004) presents a framework for analyzing the barriers
nd cultivators of knowledge sharing using transaction cost theory, agency theory and
- resource based theory. This concept of internal transaction costs will be used to analyze
the different knowledge sharing events that already exist in the healthcare domain. Our
eview of previous research shows that not much has been researched on KS in specialized
elds, especially healthcare industry.

€search Questions and Methodology
YU research aims to investigate key approaches adopted for knowledge sharing in
Pecialized group such as dietetic professionals in Apollo Hospitals, which is one of the
SIa’s largest healthcare providers. This general aim leads to the following specific
--€arch questions: (1) What are the key approaches adopted for effective KS and (2)
orla; are the factors that determine the effectiveness of KS. This is an area which has
Xplofaetn widely researched we found case research as the most §uiFable one for our
Searchory stu.dy (Yin, 2003). Practitioners also welcome such qualitative case-oriented
Pt as it is more useful to communicate the practi(_:al usefulness of the research
fOFMatiat and Zmud, 1999). We used a single case site and collected gll felevant
fganiZat?n with respect to the two unique approaches adopted b'y the orgénnzatnon. The
2ring a :c? that was chosen for the case study had been i.nvolved in promoting knowledge
8 Dras had formal process for KS. Semi-structured mterv!ews were conducted with
Variousment head and heads of the interfacing business functions, and key stakeholders
aspects relating to effective KS. Wherever available, data obtained through

€Y inf y
o'Mants' were supplemented with archival data such as KM strategic plans, and
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related documentations. Use of multiple-informants and use of archiya| data
crosscheck pertinent information and verify the reliability of data obtaj

. ned, i Py Uy
collected from the organization is analyzed and presented in the foll
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The Case Analysis o
Corporate Healthcare System and the Organization ‘ :

India's rapid growth has brought significant changes in people's lifestyle in
Some of the factors that led to people demanding quality healthcar
income levels, fast track lifestyle and stressful work environments, H
is @ US$ 35 billion industry in India currently, is expected to reac
by 2012 (India Healthcare Trends, 2008). The healthcare industr
poised to emerge as a global hub due to the distinct advantag
excellence and cost effectiveness. The industry,
of the government, has seen a steady participat
up premium hospitals and medical facilities acro
healthcare sector is inevitable owing to large inves
hospitals across a vast country like India. The he
to its players as the country is witnessing a ris

The ageing population supported by rising inc
in the country.
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ealthcare, :,Slnq
h over US$ 75 bi
y in India ig perf
s it enjoys i cli
which was once the exclusive do
ion of major corporate houses g
ss the country. Private participa
tments required to extend and es
althcare sector offers immense Potenti
e in lifestyle-related and other diseases
ome levels also drives for better facilities
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perceived 'recession-proof’ nature, the demand-supply gap and the possibility of attractive
financial returns makes it attractive for PE investors. The economic slowdown does not

seem to have had a major impact on corporate hospitals, which continue to remaif

upbeat about their performance. Many hospital majors have planned major growtf
strategies and expect good outcomes this fiscal.

_ tha"
Apollo Hospitals is Asia's largest healthcare conglomerate that has touched moré



kable 25 years of service to mankind. Pioneering the concept

jives in its Sl itals in th try, A i
o jon ly-run corporate hospitals in the country, Apollo Hospitals has grown from
ZSPrOf gsiond _ chennai, India, to over 10,000 beds across 44 hospitals around
0 d hosP The group has trail blazed an integrated healthcare system, with

g 1507 Verseas. : i
| gndia a ‘id cervices that address the entire range of the medical spectrum. Apollo's

50ec " fact, has been synonymous with Ieria emerging as a major hub in global
groW ,in pharmades’ preventive healthcare, clinics, consulting TPA, education, research,
e.

ne - the many ini
ot of modern technology.

tiatives synergize Apollo's superior healthcare expertise with

« vision for the next phase of development is to "Touch a Billion Lives'. Path-
ollo‘S rojects have been initiated for the purpose. Apollo Reach Hospitals will take
breaklng pa‘ health care to semi urban and rural India. Apollo's Knowledge Health City
internat'??\e the way skills enhancement, medical education and research is crafted and
w-,n.reded' Apollo Heath HiWay aims to revolutionize national healthcare delivery using
dehvj::o':mation superstructure that gives doctors across the length and breadth of the
_:guentry, incredible knowledge and systems support. Today, Apollo Hospitals is regarded
\ ot just as the country's premier healthcare provider, but the driving force behind India
ecoming a global healthcare destination According to the Chairman of Apollo Hospitals,
':g]he group will be setting up 20 super-specialty hospitals in smaller towns with an
qvestment of more about US$ 206.27 million 2011.

he Critical Role of Dietetic Professionals

utrition plays a vital role in the overall management of any disease. It takes a committed
nd understanding Physician-Dietitian-Nursing care team to see that the basic diet
bjectives are pursued. Dietitians provide Medical Nutrition Therapy that can minimize
ealth care costs, by preventing, fore stalling and treating diseases and their complications.
hey also provide consultation and appropriate Nutrition therapy to clients identified with
xisting malnutrition.

letitians are expected to maintain their competence and expertise through both continuing
:léf:tion and 'actiye involvement in a range of professional activities. They also work
Oth:ieztzj—;)rdmatnon with the Food services department starting from menu planning

ack on the delivered diet. Dietitian's job description includes the following:

::;::)‘;’e‘saloitiaport: This means feeding patients who are unable to feed themselves.
ery weak fono's.tYpe of patle.nt include patients who had a stroke, .or a patient who is
&N improye Verng an operation at the hospital. If we ensure.a patlgnt is fed properly,
ime the patiemtecovery rates, rgduce the chance of further difficulties and reduce the
?Ucating i need_s to ste'xy in hospital. Plan and implen_1ent patient diet therapy,
|scharge from ::sehng F_)atlents and their families on specific problems prior to their

e hospital and also to the out-patients who require the same.

p erapeu 3 -

lets, Eattil,:gdletS: Patients receiving medical or surgical help will also benefit from special

Alient's symmtore of certain foods, and/or avoiding certain things can help to control a

Finks, e dpi or-“_s' In some cases, by carefully monitoring what a sick patient eats and
elitian can reduce the risk of long-term problems and can establish

Nl



and/or help maintain the patient's quality of life. Dietitians educate the patien
family about drug nutrient interaction and ensure maintenance of a goog n
status of the patients and correct the deficiencies, if any.

tan

utriti0n:|

Education: Dietitians educate the patients about the various diet prescriptiong. Di
impart knowledge to nurses, medical and paramedical staff on the principles of n
and diet therapy.

etitians
Utrition

The Dietetic department is split into specialist teams, in order to promote clini
development and attain highest quality clinical standards: a

= Renal - Involved in conservative management of kidney disease.

= Pediatrics - To manage diabetic, weight management and metabolic disorders a
children

= Gastro-enterology / Hepatology

= Nutritional Support in critically ill patients

= Cardiology - To manage cardiac patients

= Diabetes - To manage patients from diabetes and endocrinology

mOng

Knowledge sharing among dietitians is critical as it helps in disease management ang
better Patient care. Unless Health Care professionals interact and share their knowledge,
health care delivery system will not be successful. Dietitians work as members of a
multidisciplinary team to look after patients. They visit patients who are receiving hospital
care to check on their health and ensure that their diet requirements are met. They can
also be involved in treating the disease by appropriate diet, for example people who have
diabetes or coeliac disease. Knowledge gained by Dietetic professionals, if disseminated
widely, becomes is a valuable insight to common man. Knowledge contributes to the
policies, activities, and performance of health systems, and to the improvement of
individuals' health.

Acquisition of Core Knowledge Through Innovative Internship Programme
The newly recruited employees have to undergo the internship training programme. T0
get enrolled in the Internship programme the candidate must be post-graduate in Nutrition
and Food Science. Short-listed candidates undergo a selection process which includes
interview and also a written test. Criterion for applicant selection includes qualification:
communication skills, insight and interest in therapeutic diets. Applicants should possess
initiative, compassion and good inter personal skills. The mentioned skills are assesst?d
during the interview and written test. The candidates short-listed for the Internship
programme undergo six months internship programme.

The Dietetic internship programme at the Department of Dietetics is designed to enhancé
learning by providing opportunities and apply theory into real-life situations. The prog"a‘""me
emphasizes the development of critical thinking and creative problem solving skills: "=
goals of the programme are to enable the young dietetic intern tos
= Acquire knowledge and skills in nutrition, management, communication, needed £
meet the core requirements to practice as a dietitian;
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applY knowledge to practica|

, OPportunities
pevelop self-confidence and €Xpertise in th

in a variety of settings;

: Nt e € performance of professional
reSponsibnlltles,

promote continuing and on-going professiona| development through knowledge

A gietetic Intern is asked to go for rounds to meet i
the Intern observes how the Senior Dietitian han
giet for a patient. The Senior Dietitian teaches

practical examples. Further the Intern is asked to
guides her in correcting it.

dles a case and decides on planning a
the Interns about diet planning with
pPlan the diet and the Senior Dietitian

chief dietitian, the critical context of the knowledge sha

ring involves detailing the condition
of the patient in case of specific needs.

"Knowledge sharing between the Dietitian and

also vital" said a senior physician.The s

uccessful internship and the knowledge gained
through it has made the department an in

tegral part of the high quality service provisioning.
“That they have learnt to deal with patients from different strata and with different mood
swings. We are happy for being recognized as a Part of medical care team based on the
Importance knowledge-based service" said a senior dietitians.

According to a General Surgeon, the knowledge sharing between the surgeons and
dietitians will improve the patient's health condition especially during the postoperative
Period and the same is critical in health care services. Such a high-level knowledge
sharing happens through a well established communication approach and a culture that
€nables sharing of knowledge and eventually delivers quality service. Table-1 illustrates
the objectives and the specific knowledge areas addressed through the internship
Programme. on successful completion of the programme, an assessment report and a
Certificate jg issued to the employees. This certification also enables the employees to

COme 3 registered dietitian in India and therefore provides an opportunity for mobility
.,' Career

?we SPecial features of the program are its gradual promotion of th.e internee -from an
~€MVant to participant by the end of the course. The initial Iearnmg. of the internee

art from theoretical concepts occurs by their observation of the seniors -and experts
in the fielq during their patient visit. This is later followed by sessions which focus on
2ring the Experiences of the visit with the peers and senior professionals as well as
Nucting daily and weekly meetings emphasizing and nurturing the cultuhre of lfnowledge
aring Within the groups and the seniors. The practice of knowledge sharing is mculcaFed

€ interngeg from the initial stage itself to suit the organlzatlon.‘s culture. The high
ve! % tUtmage from the senior professionals, reporting mechanism and kngwledge
3ring Culture had made the internship program and its result as the best in the industry.
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Table 1: Knowledge Domain and Tactic

Knowledge
domains

Objectives

4

- L —

' —— .

| Basics of Dietary| Knowledge of department
[ functioning & and the

diet service to patients

Knowledge of nutrition
formulary

Understanding
Patient

Knowledge of

interacting with patients,
plan therapeutic diets

_—— e . T
Knowledge of counseling

patients about therapeutid
diets

Diet counseling

Chosen fields
such as

Knowledge of diet
management for specific
disorders, pre and post
operative considerations,
and diet counseling for
healthy life

Cardiology,
Gastroenterology,
Nephrology

Diet during

Knowledge of nutrition
critical care

Support for critically ill
patients

al Approach

Tactical approaches undertaken

(0]
%)
9]

%]
(%)
(%)

%}
%}

(%}

2

%}

(%}

(%)

(%}

General orientation

Visiting various areas of the de
Getting familiarized with records
maintained in the departrnent.
Observing the food -setting
Observing the patient food service
Observation of in housei}gr;@” &
preparation

Observation of feeding techniques

Learn nutritive values of various tube |

feed formulas

Learn to interact with patient by o

accompanying dietitian on rounds to visit

the patients.

Learn to plan therapeutic diets for
individual patients

Learn to take down diet history of
patients

Partmen;

Learn to calculate & plan diets according

to nutritive needs of patient

Learn the art of counseling patients on the

therapeutic restrictions.

Interaction with specialist doctors and
staff in the field

@  Observe the Diet Counseling classes held ‘

%]

(%}

%)

2

for patients and their attendants.

Ac quiring knowledge of commercial
formulas available

Subjective Global Assessment techniques
& plan nutrition care as needed

Learn nutritional planning for critically il
patients.

Acquire knowledge about total parenteral

nutrition.

Learn to calculate tube feed formulas
according to patient’s nutrient needs
Learn to monitor biochemical parameters
and change nutrition care accordingly-
Interact with physician and nurse to ‘
provide competent health care support:|

|
|
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Figure 1: Interaction among Professionals and Patientg

Rehabilitative
Services

Deictic
services

Inter Disciplinary Team Rounds (ITDR) enable all members of the team caring for critically
ill patients to come together and offer expertise in patient care. Often physicians alone
care for patients without the input of other providers such as nursing, pharmacy, respiratory
therapy, dietitian, physical therapy, occupational therapy, and doctors. Even the most
efficient physicians stand to benefit from the counsel of these providers to provide the
best care for critically ill individuals. This intervention has proven successful in medical
and surgical settings. Efficient patient care depends on close communication between
the physicians, nursing, physical therapy, and discharge planners. Many times, the number
of services involved and the workload of each service slows down communication in
patient care. In trauma care, multidisciplinary rounds have been demonstrated to have
a dramatic effect on patient flow. The IDTR has been recognized by Joint Commission
International Accredited (JCIA) Hospitals as one of the best practices followed in Apollo
Hospitals. The factors that contribute towards the success of IDTR are team work
commitment from the management and the initiative from the IDR Team members. The
factors are critical and keep the process continuous and make them happen religiously:
More team discussions happen if required after the IDTR.

Patient assessment shall include identification of literacy levels, learning abilities, readiness
to learn, financial implications of care choices, cultural and religious practices, emOtif’"al
barriers, motivation to learn, physical and/or cognitive limitations and language barriefs:
Assessment findings shall be recorded in the patient's record in the interdisciplinary t‘?a":
rounds form for In-Patients and for Out-patients it will be recorded in the Initial Patiéf
record.

Once educational levels are assessed, the health professionals caring for the Patie'?t Sharle'
collaborate in providing education to help them give informed consent, participate mea
process, and understand any financial implications of care choices. Some or more otorY
following departments participate in the IDTR: Physicians, Nursing Services, Léboraan
Services, Dietitian Services, Rehabilitative Services, Guest Relations Services




cervices. patient and family education shall be provided by qualified personnel
?harmac e topics 3 appropriate to patient's care like potential interactions between
nd iqclu 2nd food, nutritional guidance and rehabilitation techniques. Education shall

: nesformation to meet patient's ongoing health needs like discharge instructions,
ointments and community resources that support health promotion and disease
fture ap IDTR has proved to be an effective approach for sharing advanced knowledge

ntion- ) . .
ev:g the deictic professionals as well as with related professionals of healthcare delivery.
amo

jscussion . Tt or,. . y
;:etitians are uniquely qualified to translate scientific information about food into practical

--jietarv advice. As well as providing impartial advice about nutrition and health, Dietitians
., advise about food related problems and treat disease and ill health. While KS is
”ﬁﬂnponant in the healthcare industry, the Dietitians who are key part of the health care
«eam provide their expertise in the treatment. The present paper provides useful insights
nowledge sharing among Dietetics professionals. Dietitian work demands high level
«kill and expertise and unless the team share knowledge effective outcome is not

ssible.

ur analysis shows that how knowledge sharing among deictic professionals in the
rporate healthcare system and the enabling benefits of two unique approaches adopted
Apollo hospitals. Apollo hospital strongly believed that diet plays a central role in
cllitating treatment and in some cases complete cure of the disease can be done with
e help of appropriate diet, therefore the Nutrition and Dietetics department doesn't
erate as a standalone system but it is well integrated and aligned with the business
jectives. Thus the department enjoys the status of being a core activity rather than
support activity for treatment as in the case of other hospitals. All the departments
the hospital are well organized and interconnected to facilitate the process of a
fuctured approach for the treatment and quality service which includes scheduling,
quencing and interfacing other departments (patients and professionals). This realization
dalignment is a result of the senior management's support which in turn has led to
F e'-:'tat?liShment of a well-formulated and structured internship programs to produce
€ required manpower in-house who will cater to the specific needs of the hospital.

:sirtr;:c; is o_ng pf the determinants of the successful knowledge sharing in Apollo
mew0r.k Oth initiatives have been structured and int‘egrated with service delivery
Stematic:"WIth clear leadership roles and responsibilities. The IPTRs were deployed
s \I/through scheduling, documentation and follow-yp meetings. The governance
ix Dietitiz ace to transfer the best practices to other hospitals of t!’\g group. The Group
SPitalg n of Apollo Hospitals is based at the Corporate anc! D.le.tltna‘ns of other Apollo
nsferringport t.o the C.-;roup Chief Dietitian. Group Chlef Dietitian is responsible for
tiatiye, Sor:nd institutionalizing the knowledge sharing and l?est practices sharing
etetic Asso: Of these areas include Apollo Hospital Dlet. M.anual (in the lines of American
Dl IIatIOI'\ MaTnual), Critical Care Nutrit?on, Dietitian Com‘petence Evaluation
etetic Departnternshlp Programme, Uniform Diet Cha.rt‘s, Organize Apollo Hospitals
ment updates and involve the key Dietitians of the Group Hospitals.



Conclusion

In this exploratory case study, we have attempted to capture the various ; .
process of Knowledge sharing. The paper will be of great value to KM p"aCtitione:s'O"s
Dietitians who want to promote knowledge sharing approaches, However addis ang
research may be undertaken to validate the approach based on experienceg 5 0ng)
corporate hospitals in India and abroad. Research may also be directeq to StUdothe,

compare the approaches of healthcare with other Specializeq fiZIan
S,
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Business Intelligence - A New Visi,
for HR h

V V N Kumar*

M. Srinivas

Abstract _ B

Now a days intense competition is leading to growing attrition. This ig Where HR cs
an important role in 'Talent Management'. Rather than doing only L

administrative \:Qarl
eeds to 'proactive| :
SS this on theirovm
N producing solutioné

and 'reactive' hiring or firing of employees, the HR professional n
start solving people issues. IT executives will not be able to addre
Like it or not, they will have to collaborate with the HR department i
to strategic 'people’ issues facing the organization. With the advances in Businegg
Intelligence (BI) tools, HR department can utilize all the data rel

ated to thejr EXisting
employees to analyze their human capital and provide decisions around staffing ang
retention.

Key words
Business intelligence in HR, Talent mManagement, New HR vision

Business intelligence (BI) is a broad cate
storing, analyzing,
business decisions.

gory of applications and technologies for gathering,
and providing access to data to help enterprise users make better

BI applications include the activities of decision support systems,

query and reporting, online analytical processing (OLAP), statistical analysis, forecasting,
and data mining.

Business intelligence applications can be:

S - . B i . : cial
= Mission-critical and Integral to an enterprise's operations or occasional to meet a spe
requirement

= Enterprise-wide or local to one division, department, or project
= Centrally initiated or driven by user demand

inq way:
Business Intelligence contributes to the business in the fOHOWIZZesta
= BI moves customers to improve your market share. By identifying the metsschance
speak to customers' needs, wants and preferences, BI gives you the bes

0
: : - |oser to Y
succeeding in a message-a-minute marketplace. We move your customers ¢

brand.
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1 moves your sales channel so they can move the needle. The objectives are universal:

’ ease sales and profits. BI tackles these challenges using creative ideas, powerful
";f;hnong' proven methodology and market adeptness to help you deliver results.
t

gl moves people to create a competitive advantage. Your employees are at their
| 'orkstations’ with your customers, in the field or factory and at job sites worldwide. Are
:'hey focused on what's important to achieve your vision? BI helps translate that vision

into action.

Business intelligence can also help HR Department to mine out information regarding:
4 Motivation of individuals and departments within organizations.

| . Incentives and benefits reward smart contribution.

F . Toencourage innovation from individuals and departments.

| , The individuals work their best in collaborative environment.

o The best technique to train employees.

4 Toincorporate feedback from individuals.

4 Employees leaving the company and where do they go.

s The individual employees think of work environment.

' Currently HR is not empowered to answer these questions in a systematic way. With the
BI tools, the HR can tailor the benefits and incentives to custom fit every employee. The
era of providing generic benefits is over. 'Mass Customization' of benefits to suite individual
employee is where the future is. BI tools will help HR get there. This will be very critical
to be competitive in attracting and retaining talent.

To retain key talent - and even theit own jobs - HR needs to dramatically change the
way it works. Rather than be a provider of answers, the HR professional will need to
proactively produce solutions to strategic business issues facing the organization.

Most HR Departments Not Prepared
- Most HR departments aren't prepared for the new reality. A recent poll by the International
Public Management Association for Human Resources found that only one-third of its
Members had a formal workplace planning process in place. And a recent Conference
Board survey of more than 100 HR executives found that only 12 percent make use of
People measures to meet their strategic performance targets.

i
|
r
l

But the tides are turning. Over the next three years, 84 percent of the executives polled
Xpect to increase the application of workforce measures.

A New Vision for HR
shift wil| require HR professionals to learn a number of new skills. First among them,
; Lesser, is a strong analytic orientation that starts with hypothesis development
" €Nds with the ability to use data to influence stakeholders and more importantly,
< 'ate action. This includes accessing data from data warehouses and other information
I Structuring analyses to identify gaps and opportunities, and communicating the
>IN a way that is convincing to others.
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The Time is Right for Business Intelligencg in HR
Luckily for HR, these are precisely the capabilities .enable'd by Business Intel|
And it's why more and more departments are relying on it to analyze human can.ce (BI)
provide strategic guidance to the executive office. ity an&

Business intelligence can help HR departments become a strategic asset yir,.
respective organizations in two ways: by generating efficiencies within the depaln their

itself; and by using the insight that BI delivers to help their organizations Make g Meng
decisions around staffing, planning, and budgeting to Support o "ategie
90a|g

Business intelligence can help HR provide answers to the questions that have 5 di
bearing on their organization's strategy. For example: regt
Do our recruitment programs attract our future managers?

Which employees are ready for management positions?

What will our staffing needs be five years down the road?

Who are the most productive employees across the company?

Which employees are at risk of leaving? What can we do to keep them?

Do we have the right skills mix to achieve our goals? Where are the gaps?

With answers to these questions, HR can identify trends in their workforce that lead tg
a better understanding of how to maximize human capital. Positive trends can be leveraged

for greater value; negative trends can serve as an early warning system to Spur corrective
action before problems become acute. ‘

"Hiring, retaining, and deploying employees with the right skill sets can be challenging
and has strategic implications to firms across industries, says Brian McDonough, research
manager at IDC. "With workforce analytics software, the decisions that determine the

composition of the workforce can be done with greater insight and accuracy than ever
before."

How Business Intelligence Supports Strategic HR Decision-Making

= Provides accurate, meaningful and actionable information

= Introduces modeling capabilities based on real data to make

projections about the changing dynamics of a company's workforce in advance of, during
and after policy, regulatory and other changes

= Delivers the methodologies, tools and analyses to understand the business impact of
workplace trends, decisions and policies

= Identifies and links performance drivers and critical workforce trends that better inform™
the strategy for end-to-end business solutions

= Gain Daily Business Intelligence: Leverage predefined KPIs to set manas;!ernent goaIS-
Consolidate all key information on a single homepage, with one-click access to automat®
out-of-tolerance notifications, KPIs, reports and more. son
= Manage Workforce Development and Learning: Analyze competence gaps by pe;ce,
and job. Analyze skills gaps for groups and individuals. Manage training attenda
resource use, costs and success rates.
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optimiZ ) -nsat.‘lon: Ar:jahl/(ze salary trends. Compare average salaries by group.
butions and skews by grade, performance, and service test. Evaluate

fits plans for maximum value.

beﬂ;anage recruitment: Analyze time and costs by recruitment method. Review
,,-mtment success rates. Analyze applicant statistics and dropout reasons.
re:mawZe Workforce Composition: Understand workforce trends by job, geography, user-
;eﬂned categories, minority groups, and business areas.

| Manage Utilization and Productivity: Analyze planned and unplanned hours by cost
pand over time. Analyze absenteeism by reason over time.

the following figure is an example how BI (tool) helps HR Managers.

Business Intelligence (BI) Software Tools
There are a number of BI Tools which will aid the HR managers to take decisions-like

§BM Cognos, SPSS Clementine, Informatica etc. With BI tool, HR department can utilize
all the data related to their existing employees to analyze their human capital and provide

decisions around staffing and retention.

ailor the benefits and incentives. The era of providing
'"Mass Customization' of benefits to suit individual
competitive in attracting and retaining talent.

With the BI tools, the HR can t
generic benefits is over. BI tools help get
employee. This will be very critical to be

Popular Business Intelligence Software Vendors

Accela Communications, Apriso Corporation, Bitpipe, BlackBerry, Cognos, an IBM Company,
Data Domain, Dell, Inc., Double-Take Software, Exact Software, GoldenGate Software,
Inc., Hewlett Packard Company and Intel, Information Builders, Kofax, Inc.

Figure 1: How B1 helps HR Manager

Analytics & Planning

HR
Technology

Maturity
Woa Warks o Typical Limitations
™ y
Dpstiy Erang of HRMS Reperting
Mansgement |
Tacteal Siratesk
HR t Style

Conciusion
ot €nough for HR to simply manage administrative issues. Rather, value will lie in
\/aiefiCt-based analytic approach to solve business problems and providing a longer-
.Mendpo'”t about how the organization should adjust to environmental changes. It's
R to eo‘-'s opportunity for HR to earn a seat at the table and a tremendous opportunity
arn a seat at the table, and a tremendous opportunity for business intelligence.
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Hiring, retaining, and deploying employees with the right qkil'l sets can be (h’w%

and fwac strategic implications to firms across industries. With Businegs ntey g
S S Q - ' o

Reporting and Analytics software, the decisions that determine the cqen 9 neg

Dr)'jlf“'”. 9
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n n i insight and accurac h ol

workforce can be done with greater nsig t Y than evar hn!qr‘
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' gconomics of Happiness
_some Insights

psis Kumar Pain

Abstract _ _ ‘
The subject of happiness despite being the subject of discussion of the psychologists for

along time was examined from an economic standpoint to clear out certain grey areas
whose roots are believed to be better unearthed through economic analyses. Treading
this line of thought, economic analysis of happiness tried at assessment of welfare by
utilizing the techniques typically used by economists with those that were commonly
used by psychologists. Amongst the first to use economics in understanding happiness
is Richard Easterlin during the early 1970s. Thereafter, upon a brief thaw, interest in the
subject got rejuvenated in the late 1990s. The basic theme of the economics of happiness
centred upon supplementation rather than replacement of income-based measures of
welfare with broader measures of well-being. However, in that study the presence of a
paradox, termed the "Easterlin Paradox" held the centre-stage. It brought forth the
popular finding that wealthier people within countries are happier than poor ones though
the notion does not hold across countries and over time. Besides, it is through understanding
of the economics of happiness, the gaps existing between standard measures of poverty
and inequality as well as reported assessments of welfare in countries in the process of
integrating into the global economy is given a look. The present effort maps these aspects
that form the basic outline of "happiness economics" to make the readers align their

* mindset with the mainstream economic theory.

Keywords
Human Satisfaction, Easterlin paradox,
income factors, Marketization, Pareto criterion.

"Set point" theory of happiness, Income and non-

Introduction
Since the last few decades, an effort to view utility from the perspective of happiness

Was given impetus in the field of microeconomic studies. The notion had its base from
the experiences of real life apart from experiments done under strict conditions wherein,
the rational behavior of individuals in making consumption decisions were found to be
: under stress. Tracking the root of such irrationality, it was concluded that asymmetry
of information in real life or improper future discounting lead to such deviation.Apart
 from these, contextual influences (manifested in the comparison of individual income
With others under similar category) led to substantial degree of skewed choice leading
 todifferent utility of outcomes. Thus, taking these aberrations into consideration, attention
Was focused on construction of relevant framework for inclusion of subjective factors

Q,S:Isail;ain, Consulting Editor, Icfai Centre for Business Research, Kolkata, India.
* @sis.pain@gmail.com
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y i i dy or across tim 'efa”"
same notion does not hold well for Inter-country happiness study

within the ambit of subjective well-beipg.that enable the ind .
choice towards a rational one. The essential ingredient for such an analysis i ) ien their
as well as to devise appropriate framework for measuring haDDiness' Then erstand
sections are an effort towards that objective as well as to acquaint the reade foll Hing
research advances in that field. e Wit

Viduals tq ——

Measuring Happiness: Understanding the Domain
Human satisfaction is a complex outcome, the rj
by psychologists. Based upon their findings, t
individualistic viewing of life that might be, from
aspect. At the same time, Psychologists believed
needs to be analyzed on a phase-basis by taking
Thus, in the assessment of the subjective well-bei
questionnaire methods) become paramount. T
methods, the extent of happiness, as perceiv
However, the entire effort of m
psychologists. Not long ago, the
Regarding their "
be instrumental j

ddle of which was
he general concly

an overall perspectiyve or from Upon, 1
that a concept ke Subjective |, o~
into account the reaction of the
Ng, the importances of Surveys (
hrough single and Multi-questign...

ed by a typical ind ]

§na|yzed for decy
sion reacheg deg

€asuring happi

oices. To tide over the deficiency, the concept of
bounded rationality was introduced. The concept allows consumers to make choices under
g heuristic rules and such preferences might not talf

the |
theory of choice, it becomes easier to understand
well-being of individuals,

The Economics of Happiness
A browse through the happiness literatur
in the advanced economies showed a wid
income. Taking cue of the fact, Richard
ways, people usually expend their time

ed
e from the economic perspective as r?:;a;n
€ gap between the measures of We“-b:pontf
Easterlin during mid-seventies de!ve.d differeﬂ[
across different countries and W'thmon main’
cultures. He found that almost everybody spend their time in a similar fasnio® .

nclusi®’ "o
working towards meeting the needs of their family. Also, he came to the g‘;r thoud [:r
on an intra country basis, wealthy people tend to be happier than the p -

one by 7 in
an anomaly backed thereafter by numerous studies (for example, ;:zwn a5 asit:ess
Pettinato et al. concerning 17 South American nations) came to be whapP
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e © ened up NEW SYEnbes O_f approaches for assessing happiness though opening
lxterhauen es when it comes to their t.ranslat|on into policy recommendations. The fact
T validated from th.e fact that’ Increase in wealth usually leads to substantial
cal able improvement in such socio-economic indicators as literacy rates, mortality
bse etc. causing increase in the extent of happiness, given the fact that appropriate
@tesés are in place. However, from the perspective of "Easterlin Paradox", increase of
OIicth amongst countries lead to unhappiness of the people despite advancement made
Tﬂeﬁteracy rate or health status. A possible explanation of the apparent anomaly can be
Eat people’s expectations rise in line with the advancement in education and health
fpading t0 reduction in their. fixed well-being standard and so in their happiness. The "set

int" theory of happiness in psychology is based on that dictum. It further confines the
dse in happiness to certain external limit beyond which there remains almost no scope
of raising it further. However, such a point is the extreme one within which adaptability
glays major role in determining the level of subjective well-being though objective

conditions and its change also are of importance.

However, comparative aggregate surveys in countries across individuals taking into
account the unobservable traits emanating across country over time showed that like
the wealthy people being happy over the poorer ones, those with higher level of education
or with employment and even married persons are happier than others. Again, people
ina society with economic insecurity are found to be less happy. Thus, it can be opined
non-income factors (job-security, good health, etc.) are pivotal ones for transforming
people to happy ones. On the basis of cross-country analysis, by John Halliwell, it was
recently observed that people in wealthy states are not necessarily happy, rather people
inthose countries which provide an effective social and effective institutions that in-turn
provide requisite mutual trust and low level of corruption are. Again, it was revealed
through cross-section analysis over time that after a minimum point in the per-capita
income level, health and literacy standards are achieved; further increase does not lead
Wincrease in well-being of the people. Besides, at a specific point of time, in individual
Quntries, wealthier and healthier are happy than their counterparts. In 2004, from the
Qeneral Social Survey of U.S. data, Blanchflower and Oswald opined that rise in relative
Ncome is directly proportional to happiness under fixed absolute income. Thus, from
these discrete analyses, it can be said that welfare of individuals are highly correlated
With Qistributional outcomes. Also, wellbeing matter relatively with the macroeconomic
Fond"tions as could be seen from the lower degree of happiness associated with higher
Mflation as wel| as unemployment rate in developed economies. Another research proved

€ same hypothesis for Latin American countries. However, in Russia, an aberration
S€Curred from the usual norm as could be gauged from the fact that despite higher
unemployment rate persisting in the economy, the happiness of the people was comparatively
€r than other regions of the world. Delving further into the aberration, it was found
itsthni Inherent impediments of the Russian economy that led to its uneven transition
: era|fﬂ;rke'tlzation were considered prime behind such behaviour. Thus, on a more
! "'J'ectiVOOtmg' Fhe existence of a relationship between dev.elopmentalifactors and
; ,tEnc: wellbeing factors comes to the light though; the.se in no way disregard the
1 b of the age-old income based measures_ of happiness. §uch urf:derstanding

ol of Soe_ecf)norjists to explain better, the afor_esald paradoxes of dnffergntnal adaptation
Olitic inCletug; with regard to inequalities besides, better understanding of social and
" stability.

N
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Evolution of Happiness Economics Research .

The subject of happiness had long been the study of the psychoiloglsts although, Measy,
it by means of subjective well-being came under the domain of €conomists, Not long
ago. Earlier approach in that direction by Jeremy Bent-hem, thus, focused on i”diViduag|
well-being. Thereupon, with rising intricacies of the subject, the notion of well-being fro
an individual perspective became further focused upon. In that goal, €conomists trie
to base their perception of happiness from the revealed preference of consumers reQGrdind
their consumption level, savings level and their participation rate in the labor marketg
The basis for such a stance was due to the biasness associated with Surveyed FESuIt;
wherein consumers' preferences are mostly influenced by their moods as well as o, the
framing of the survey questions. However, in recent times, these rationa| stanceg hag
received some jolt on account of some assumptions. A prominent such assumption ig
regarding the hypothesis of bounded rationality wherein, individuals' accessibility 4
information and choices are practically found to follow heuristic rules than Complicateg
optimization processes. Lately, with the evolution of behavioral economics, the ways of
dealing with the qualitative aspects of well-being suffered substantial improvements and
largely made-up the deficits of the psychologists. Behavioral economics uses questionnaire
methods in ascertaining the perception of happiness of individuals. These questions deg|
with psychological, socio-demographic factors which obviously remain quite imprecise,
Behavioral economists believed that from the answers received from these questions,
they become better equipped to make comparisons amongst cohorts of people. The
comparisons showed that there occurred consistency in the response pattern, both for
intra and inter country surveys among individuals. Also, these emanating trends suggest
that skewed behavior of individuals (that arises due to the personal idiosyncrasies) fail
to sustain its tempo in an aggregative form. However, improvements in living conditions,

reflected in plummeting level of infant mortality rate is said to be behind the "better off"
state of the people by all standards.

Happiness and Welfare Economics

In economics, welfare analysis comprises of several forms though amongst them, 2
standardized as well as integrated approach could be segregated and is recognized as
mainstream welfare economics. Thus, mainstream welfare economics encompasses such
features as the welfare theorems, consumer surplus as well as producer surplus
compensation principles, cost-benefit analysis, Pareto criterion besides social welfaré
functions. Hence, it is obvious that mainstream welfare economics is quite an abStf?Ct
concept and so is its notion of utility. Further, in mainstream welfare economics, utility
function is devoid of psychological meaning, since, it is assumed that choice beha"",’ugr
is the only essential element. It is thus natural that happiness finds little scope of gettt'ae
represented in it. However, recent research focusing on measuring welfare from|fare
perspective of happiness provided a new dimension to the existing domain of W€ T
economics literature thus enriching it in its Scope as well as enhancing its p.OW:phic
analysis. Recent researches showed that there exists different axiomatic and Ph'losiness
foundation that binds the mainstream welfare economic literature with the hapcpan e
literature. Analyzing these, it can be concluded that the concept of happi”eff:’ic v of
treated within mainstream welfare economics as a separate entity with a speci
assumptions, techniques and policy statements.




ot Happiness in Developing Countrieg

' , - _

0 happiness studies in economj

%" 4 above, . €S, more 5o ¢ i

:sspeclf'esdcanty in nature. The little that is fo o develaping e e

@ qUIteountrieS like Latin America and the f
ific

:
s raphic survey) was conducted in these two countr ther socio-
de’;:irmme the connection existing between policy reforms, (as a result of increaseg
: ration with the global economy) and with povert e

?”tff.ne mobility. Though it is very difficult to underst
:;t the fact that globalization seriously affects povert
wking into account, this reality, the importance of n
ncome factors in the well-being of individuals in th
these factors have previously been established for de
experimentally verified that factors affecting happi
no way different from the developed ones.

and the connection in its entirety,
Y and inequality gets bared. Again,
ot only income but also other non-
€Se countries gets established. As
veloped countries too, hence, it was
ness in developing countries are in

Conclusions

from the above analysis, the importance of economics in delving deeper into the abstract
realm of happiness is proved beyond doubt. Furthermore, since economic well-being and
people's perception of happiness had a bearing on economic outcome, the need to
inderstand happiness from an economic perspective assumes much significance. As
specified above in economics, well-being is used as an analytical tool to better understand
the relative as well as absolute differences in happiness across time besides across
®horts within countries. Thus, data on well-being needs to be more precise and accur?zte
an they are at present available. It is through such precise data; proper accounting
" unobservaple personality trait apart from the direction of causalle existing getcsj
Establisheg, Also, the way happiness affects the work-efforts, consumption, savings an
"estment can Provide more thrust to the subject.
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Interorganizational Project
Management in XYZ Ltd
- A Case Study

Satish Krishnan

|
Abstract |

The case highlights the interorganizational project management in XYZ Ltd (a Pseudon

The researcher argues that the top management's commitment, appropriate Dackage
section, efficient implementation team, key users participation, predefined ang well-
managed communication protocol among the stakeholders would contribyte to the SUCCess
of ERP implementation without delays. The researcher also justifies that vendor Mergers
and alliances may result in less-integrated solutions and less-knowledgeable support

staff. It is also noticed that either the support form vendor or the retention of key
personals in the project plays a crucial role in ERP success.

Introduction

Pacific, Europe and the United States, the SGOs Provide MNCs with a single point of
contact. XYZ has total staff strength of more than 19,000 worldwide s

Pre-Implementation ]
The Need for an ERP System |
The earlier system used at XYZ was J

an in-house PPMS system (Personnel and payroll =
Management System), which was a

mainframes system. The limitations of this systt?n';‘
lized data entry System. The purpose of implemen ;et
Xisting mainframes in-house PPMS system to y

Satish Krishnan, Department of Information Systems, School of
Singapore.
Email: satishk@comp.nus.edu.sg

I D o
o of GingaP
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kground and i :
t B2 e of the project was to design, supply, customize, deliver, install, test and
G

obje’t A personnel and Payroll Management System for XYZ by Jan 1999. The
commiszlc;ew system would replace the ;grrent in-house PPMS system, meeting XYZ's
propos Jnd future requirements. Specifically, the proposed Personnel and Payroll

signed to provide services for the following operational

curreﬂe ent System was St o ¥
pana “ents (1) Payroll Administration in the area of salary administration, processing
quiré earnings, deductions, commissions and statutory requirement; (2)

pank service,

n - Resource Management in the areas of management planning, recruitment,

on planning, personnel administration, career development, benefits, compensation,
tory, training, staff experience system, staff suggestion scheme, quality control

and external file interface.

o,.ganizati

jeave, N1StO"
drcle, secy rity,

ge Selection
to adopt ERP system, XYZ went ahead with the task of package evaluation

An evaluation team was formed to evaluate the ERP packages available
in the market. The personnel involved were mainly from XYZ user group and technical
team, including HR benefits, employment division managers, key users, and IS team
manager. The team mainly looked into two ERP systems, namely, SAP and PeopleSoft.
They attended the presentations and demonstrations to evaluate which system met best
with their business requirements. The users also visited the some of the vendor's previous
implementation sites to collect user feedback in order to better evaluate the vendor. After
several rounds of discussion with vendors, they preferred the PeopleSoft, because it was
more suitable to XYZ business needs and was less expensive compared with others.

EQP packa
After deciding
and selection.

. Therefore, the evaluation team recommended PeopleSoft HR package and gave their

'(eedback to Steering Committee for final decision. After vetting the evolution report as
- well as considering the implementation cost, the management decided to adopt PeopleSoft.

, SEIection of Implementation Team and Project Organization

. (“sft:é selecting the package, the project was awarded to Singapore Soluti

_ capatr)iﬁtse:qdony.m), an International Organization for Standardization (ISO) 9001 and

ﬁWhicht\, aturity Model Integration (CMMI) level 3 certified company, the main business
as to design, supply, provide customization, deliver, install, test and commission

aPe
. rsonnel and Payroll Management System for XYZ.

on Consultants

In

::E;?Rinsure smooth implementation, a cross-functionall project team was formed
Mmittee X$§ckage was pgrchased. The project team consisted of 4 grogps: Steering
oup. Thé _DFOJect working group, SSC Project working group and Quality Assurance
@mmumcatprmect managers in each working group were the contact points for the
Committe ion among these groups. The SSC directors were also in the Steering
s € and they had their own project managers as well.

€ te
Insteasrnu?;?,r?\b?fs from XYZ IS team were not responsible for defining the processes;
- le.es of the E;Ppsed othe‘r members gf the XYZ p.rOJect-worklng_ group with technical

- YStgm implementation. The project was organized as groups shown
f each gr members in each group are shown in Table 1. The roles and responsibilities

Oup were as follows:

-
s
_ Research and Information Centre, NSHM Business School




Figure 1: Organization of Project Team

Steering
Committee
XYZ Project SSC Project QA
Working Group Working Group Working Group
Table 1: Members of Each Group

Group Members
Steering Committee CIO, VP, DIR, Managers form XYZ user & IS groups,

and DIR & Manager from SSC.
XYZ Project working Manager, key users from user group, and Manager &
Group technical team from IS group.
SSC Project Working Project Managers, SSC Technical team and
Group Implementation partner team from another company.

Quality Assurance Group | Audit Group Dir and Manager

Steering Committee

During the implementation of the new system, a steering committee was formed by XYZ
CIO, Information Systems Group (IS) VP, Human Resources Group (HR) VP, IS director,
HR director, IS project manager, HR project manager, SSC director and SSC project =
manager., Steering Committee members met weekly at the very beginning of the project,
later monthly to review the project progress and cost. They were also involved in managing
and providing support to the project. They provided strategic control of project and
approved all major project plans concerning staffing, financing, milestones and results
presented to them by the project Mmanagers. They were also actively involved in the 3
Implementation and provided quarterly reports on project progress to top managemen®
Once they foresaw or faced any escalated issues impacting the completion of the project
they gave guidance for resolution. In the whole progress of the implementation, Steengg
Committee acted in quite an effective and professional way. They could always P_ro"'he
advice on critical issues related to various political and practical discussions, which !
project team could not resolve.

- Ul
A Business Manager said, "If any problem arises, we used to try resolving it within (:;jn
team. But if we cannot resolve or make a decision at our level, we escalated the pro 0
to Steering Committee. They were highly committed to the project and helpé
resolve the problem in time".



|
|
!
|

L]
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Bject Working Grou"? .
Xﬂroj  team Of XYZ was ?rmg to \_Nork on the project in coordination with SSC project
AP oy helped with re-engineering HR operations and processes and ensured that
gro 'Swere taken by the respective customer departments or external organizations.
ing the imp|eme.ntation, they were also responsible for monitoring and reviewing the
aress and reporting the progre§s to Stegrmg Committee. In order to make the project
uccessful' the team members gctlvely participated in ensuring the functional specification
snd technical design met. requirements. In the user acceptance phase, they developed
aetesting plan and provided support during user acceptance on the completed system
e requirements were met. The team provided workstation, network technical
supPO"t' databasg administratjon and operations support. The team also participated in
the planning and implementation of the system, application security, change control and
operations software. Reviewed and signed-off functional specification.

to ensur

sSC Project Working Group

They were responsible for reviewing and analyzing gap between XYZ's current personnel
and payroll management system requirement and procedures and the PeopleSoft HRMS
and Payroll system. From the discussions with XYZ, SSC made clear the project scope;
they defined and documented the project based on the approved scope; they identified
and resolved implementation issues including policy, standards, security and legal concerns
and recommended solutions to them; they developed test strategy and system test plan,
conducted system testing and reviewed deliverables; they also provided support to user
acceptance testing; they develop data conversion strategy, implement conversion plan.
After implementation, in order to make user get familiar with the new system easier and
faster, they organized end user training and provided documentation for all respective

deliverables.

Before this project, SSC did not have any ERP implementation experience. So they asked
technical consultants from PeopleSoft to join SSC technical staff. Upon formation, the
technical team including the SSC team members and IS team members were sent for
training on PeopleSoft before starting the work. XYZ maintained good partnership with
SSC. They rarely met with problems in communication and knowledge transfer.

A key user said, "The SSC implementation team was efficient and hard working. They are
very friendly. We enjoyed working as a team and celebrated festivals like Christmas at

Workplace and exchanged the gifts.”

Quality Assurance (QA) Working Group

Project Manager involved the QA working group in providing consultancy pertaining to
SSC QMS and any other related QA activities requested. It conducted internal quality
audits to ensure compliance to SSC QMS and participated in phase end reviews.

Project Control Mechanism

XYZ had good knowledge of project control mechanisms and it acknowledged that a good
control mechanism is a key element for project success. It laid the steps for internal
control, customer control, sub-contactor control, PeopleSoft customization control, change
g:nft;—lokl;gange control management, change approval process and assessment of impact

Research and Information Centre, NSHM Business School




Internal control: A project manager monitored and reviewed the project Progress
and reported the project progress to the steering committee on a monthly basis
progress review meeting was conducted to track and resolve all outstandin
issues. Necessary review was carried out for major deliverables.

’ tracked

Customer control: Weekly meeting was held with user project manager a
Project manager to review progress and to solve outstanding issues; the month|

report review was carried out with respective project managers before sub
steering committee.

y DFOgresS
Mitting to

Sub-contractor control: Personnel were stationed on site as part of the SSC
they worked closely to meet the approved project schedule, and complied
and procedures as defined by the project management; SSC ensured t
met completion criteria defined for the task.

project team.
with Standargs
he de“VEFables

PeopleSoft customization control: The basis for control was that the tota
should not exceed 20% of vanilla version of PeopleSoft.

Change control: All the changes should be submitted via '‘Change Request Form' and
appointed a Core Team, which maintained the Change Log to track change request,

Change approval process: All the changes should be subject to the approval matrix as
described in their annexure. In the event of issues, approval was escalated to PSC;
approved changes were documented in Change History Form.

Assessment of impact: Assessing the efforts and resources re

quired to effect the change
documented in

‘Impact Analysis Form'; the core team and PM had setup some adaptive
actions, which shall be tracked through change request review b
meeting.

Implementation
Implementation Strategy and Schedule

Implementation, systems interface, data conversion and testing strategies were defined
for the implementation.The SSC Project Manager said, "Our strategy to implementation
was formed on the basis of the detailed project plan and in accordance with the requirement

specifications. The implementation approach provided a timely and complete service,
increased service levels, improved business Strategy functions."

The Lead Technical Consultant said, "We recognize that in all implementations, no SVSteml
stands completely alone. As such, identifying other systems, both internal and exter ”‘2 i
to XYZ is critically important to ensure the successful implementation. We recommenizd i
adopting the systems interface strategy to identify internal and external systems I eqt/ﬂ o '
to be interfaced, ensure data integrity and connectivity and provide a contingency P@

-

i
. adopte® =
In order to ensure the ultimate success in the implementation of the project, XYZ

l -
} o @ We
the testing strategy that systematically integrates their testing methgds Igt,nversi"”
planned series of steps. The testing strategy consists of Functional Testing,

y core team during team

9 project

| customizations :
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yal
‘,a”n

) | mtegration/ System Testing, User Acceptance Testing, Stress Test, and Parallel
ol
o

Testtng'

_ tManageme”t Procedure

eC lementation team followed the Project Management Procedure, which defined
oject lifecycle a; Project Startup, Project Execution, Project tracking & Management
dproj€Ct completion. They also aQopted the particular application development &
an tenance methodology (ADMM), in which the implementation was divided into 8
mhaa'ses namely Project Definition phase, Process Analysis and Design Phase, Technical
pesign phase, Technical Construction Phase, System Testing Phase, Acceptance Testing

phase, Implementation Phase and Maintenance Phase.

The project was broken down into modules or application systems, which could be
delivered incrementally or in parallel. System testing was included in the integration
testing for the modules build incrementally. Most of the phases were carried out in parallel.
The criteria of start a phase was based on the availability of information required for the
phase. However, in the case of Technical Design phase, it was started when the functional
paseline had been established.

Implementation Schedule
The implementation schedule consisted of Hardware and Software Installation, Gap

Analysis by phases, System testing, User acceptance testing, Data conversion and Live
Installation (see Figure 2). The project was started in Apr 1998 and completed in Jan

1999,
Figure 2: Implementation Schedule

Live Installation

- >
¥, Conversion s
User Acceptance Test
‘ I————— s e————are— - SNE————
System Testing
Gap Analysis by phases
¢ T
Hardware and software Installation
< o Rl 0. <,
| | | | | 4
R | ! | 1 1
Apr98 May 98 Jun 98 Jul 98 Aug 98 Sep 98
Oct 98 -

#’;\tef action between Stakeholders
€ implementation team was a combination of consultants from PeopleSoft, SSC and

:(n:z IS team who maintained the existing legacy system and also joined as a part of the
Plementation team.

To :
l'eltaa! 7 modules, which are Personal Admin, Leave and Benefits, Payroll, Non-payroll
ed benefits, Recruit and Manpower planning, Training and career plan were planned

0 i
mog‘ﬁ'ement. One lead consultant and a small team of 2 to 3 persons headed each
e.
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: i h SSC had itg

the XYZ office. Althoug o

Il the consultants were located in h.

gingapore it accepted the offer for its consultants _to be ho;ed at XYZ for the g atio: '

of the proj’ect as that made it easier to get ir?formanon, requirements, a.”d dariﬁCations

fisofrom users. XYZ IS team acted like a bridge between the user and 'mp‘ementat
team to transform the requirements.

OWnO.

i()n

One of the key user commented, "Since IS team was frqm XYz a”fj Support;
existing mainframes system, it became easy for us to specify the re.qwrements b
they were familiar with policies and business processes. They acted |j

the users community and implementation team to transform the user requ/rements o
Implementation team."

Ng the

After the project was started, at the
Mmanagement committee used to meet
meet once for every 3 months but if
monitor the progress of the project.

beginning the steering committe
weekly. After kickoff of the pro
any problem arose, they used

< 2nd projecy
Ject they yseq to
to meet daily t -

board, technical te
by 3 months.

HR and IS. Later, after 3 weeks

N XYZ and its subsidiaries.

use the system, later they were assigne.d
XYZ conducted a total of around 15 train
the HR and departmental line users who

. . ! sers'
to train all the remaining business end ;in a
ing sessions including subsidiaries t°_|trwork-
needed to use the system in their daily
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1 |em€”tmg the PPMS,‘ certain processes were quite manual, all the manual
p i it made Computerlzed and some of the existing computerized processes
¢5€s wﬂmed- After computerization some of the job positions became redundant
strea:qtions were closed and the staff was transferred to other departments based’
| i job roles. Initially some of the users were reluctant to use the system,

- current : - : _
: inced after appropriate intervention mechanisms such as training and

C
he
- they got conv

ol
F f
g

E e
‘ \
v

te

_users said, "In the beginning I was afraid of using the computer. Later

. of the end ;
i d to use it after many rounds of training sessions done by IS team."”

1255 Convae
pritical success Factors

fhrough the whole process of implementation, several critical factors interacted and
gnsured the big success of the implementation. Top management played a key role in
e implementation as a continuous champion; with clear goals and objectives during
#e implementation, all the participants worked towards a correct direction; choosing a
gitable ERP package which was aligned with the business needs made the implementation

sier and smoother; an efficient and knowledgeable implementation team well carried
e; a dedicated user involvement guaranteed

ssions after the implementation
ed a smooth transition to the

e
aut the implementation according to the schedul

fhe system met the requirements; moreover, user training se
helped them to understand the new system and facilitat
new system.

Upgrade from PeopleSoft Ver5.8 to Ver8.8
Need for Upgrading
After the PeopleSoft Ver5.8 client/server implementation, the system was
smoothly and users were quite comfortable with the system. Considering
£st and manpower XYZ did not intend to upgrade. Another reason for not upgrading
Wes due to the effort needed for customization of the new system. However, 4 years
later PeopleSoft announced that they were going to stop the support for version Ver5.8.
ﬁ_ﬁthere would be no more support from the vendor. Also the existing version had a
d‘sadvantage in the sense that, it was just client/server technology which required to
m(l\r;isrtlalled on every client PC and it was not a web-based application. Hence, XYZ was
- gffa‘lgz:t upgrading the existing system and also implementing the HR system for

fine, running
the financial

Peop) ,

’.Ulisf‘softS.B is a global application supporting the multi-company, multi-currency and

mnhguanguage that were not available in PeopleSoft 5.8. It also has global payroll
rable to any country. With consideration to all these features, XYZ management

Clded
to upgrade the system from Ver5.8 to Ver8.8.

Bvalyas:
‘3:‘:2:3; of Different Options (Upgrade or Re-implement)
99€stions 9 to upgrade to Ver8.8, XYZ approached the pPeopleSoft consultants for
Ware in SO” how to upgrade. Two alternatives were suggested: one is to upgrade the
the |ate:tf*ue“§e beginning from Ver6.x and second is to re-implement the system
X. So vaers‘O(\- By that time PeopleSoft had already released versions 6.x, 7.x
® System wittf was in dilemma: whether to upgrade step by step or to re-implement
Ver8.8.

Sines
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Upgrading the system to 8.8 required the original system 5.8 to be first Upgradedt |
then to 7.x and then finally to 8.x. It was not an easy procedure and "eQuireq Ig 5
time, effort and financial investment. On the other hand, XYZ kept very good dogy, nt;s~ of
of the requirements collected in the first implementation of the ERP System Which tion
useful for re-implementing and would make re-implementation simple, Baseq on th:'as ‘
SSC suggested the reimplementation of system with PeopleSoft8.8, as it would inCUrlse,

resources compared to up gradation. g

The SSC implementation Team Lead commented that: "Upgrades were norm

for tools and applications. Since no scripts were available to upgrade from
was required to re-implement the system."

ally dVailap|e

Implementation Plan

Considering the factors like how long it would take to implement the hardware, hoy
much customization was required and what new modules XYZ were needed to implemem,

SSC estimated the re-implementation as 1-year project and expected it to be cutover
in Jan 2005.

The project was awarded to SSC, since it had prior implementation experience of vVer5.8,
Once again Steering committee, Project Committee and Implementation Team were
formed to perform the implementation. Based on the specific roles, the implementation
team was divided into sub-teams like PeopleSoft Admin Team, Core Development Team,
Database Admin Team and Functional Team. Besides, PeopleSoft consultants were
periodically engaged to help with issues the SSC team was not able to solve as well as
to verify the installation process. The project-working group was also formed with a
Project Director reporting to the Project Management Office, Project Manager, and key

lead consultants. The interactions between all stakeholders were well defined, organized
and managed.

The Project Manager commented, "After identifying all the stakeholders we framed lfhe
communication plan, including the frequency of meeting at various levels like the steerng
committee level and the project management level, the frequency of the status rePO’:
and the kind of status reports. Everything had been planned and shared with the cliél
and everybody was kept in the loop."

Implementation Issues s actually
The project progress was scheduled to rqllout by Jan 2005 but the schedule w? it
slipped by 9 months and got rolled out in Sep 2005. Delay of the implemen goft ere
caused by two incidents. One is that core functionalities delivered by Peoplfeemployee
delayed because of PeopleSoft's merging with Oracle. The other is that lots ©
turnovers during the course of the project.

d,
! menté
As for the core functionalities delay, the Project Manager Co;tn g0 there
"From the product side there was a merger that oracle purchased Peoples/: i+ beca™®
were heavy turnovers and the moral became extremely low. As a result,
difficult for us to get vendor support in time."
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on team turnovers were due to insufficient manpower, as one of the
. "The main reason for the team member turnovers could be shortage
e sl rin /mp/ementation team. The key person who was coordinating the project
y npow ¥ with too many projects. As a result he resigned, project manager
js0 some of the key developers resigned. Except one or two personnel

ind Of turnovers largely effected the project schedule, Firstly, once the turnover
chkﬂ;d i replacement was not always done immediately; secondly, it also took
i he newcomer to settle down in the project and become productive,

ime for t ; :
» had to first understand the project according to current system

o the new bees

us
et tation.

andthe documen

a5 the project manager recalled, "When a person leaves, we might have a new person
ot 02y, put getting him to work on the project takes some time. The person needs to
understand the project and we need to have some kind of team building to make him
plended into the team. These were the problem we faced. Some time it was difficult to

make the delay totally not transparent.”

"0ur main business is system integration. Since our company is ISO 9000 certified and
CMM level 3, we have strong methodology of documentation and version control.
Knowledge loss was less, because everything (developer's tacit knowledge) is documented
and we even keep individual persons emails into central repository when the project gets
initiated. When a person leaves, the complete knowledge doesn't go with the person;
but the challenge is that the new person must spend some time understanding the project
by reading the documentation before taking the role of the previous developer in the
project."

SSC Management's Commitment

Reaction to Implementation Team Personal Turnover

?enacni t?:’v found there was no sufficient manpower assigned for the implementation

more/perz mana.gement regarded the turnover as a serif)us'issue and started addi.ng

R tha?ﬂ:\el |r.1 order to avoid the further delays. Considering the Brook's law, which
» "Adding more people to a late project makes it later", was proved correct

inXyz' 3
- S case. This can be verified from the project manager's comments which are stated

Moreov .
e
3 mglmst‘)nCe the turnovers happened at both the project management and the project
€nhance tehr level, SSC management realized that they should have taken some time
€ moral and paid attention to team building.

0ne

of the A

m buj,dinpr?JeCt committee members commented, "Perhaps we should have more
€ Project 37 rom time to time and we should have encouraged more interactions within
€ stily ji ( th:jmberS to provide right motivation and to extract the right commitment.
Nd

any o, _t“r nover) is very subjective and could happen to any team, any project
9anizatjon, "

Singg .
S Raig
€arch and Information Centre, NSHM Business School
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So later the management did make efforts to bring all the members together. |, l

’

iZ : &lpin
them get the correct commitment, sharing the objective of the project and Making theng‘
feel they were important to the project.

The Project Manager said, "We, team leads worked together to bring every
get everyone accountable and made them feel their share was valuable to
We went a couple of times for lunch together and held some bowling sess;j
all the members together."

One clo$er
the p’OJ'ect,
ons to bring

Reaction to the Production Delay

Initially, delivery of the software was delayed by the vendor and product SUPPOrt yag
also inefficient. Later, the management of SSC communicated with the vendor's Senior
Management and got the commitment from the product group that they would deliver

what they had promised. After that vendor was dedicated and assigned two Persons t,
work with implementation team for this project.

The Project Manager said, "Sometimes things can not be done at the Operational feye

SO we escalated them to the senior management; they then spoke to the director, ang
senior director in US got all the commitment and assurance from the vendor saying that

their acquisition would not affect any of the customers of PeopleSoft. Based on thjs
consensus we worked closely with vendor operation team."

XYZ Management Support

Because of the implementation delay,
to complete the project in time. Besi
implementation team to overcome the
relationship among the Steering Commi

remained quite good. They cooperated a
forward.

XYZ management put pressure on SSC in order
des, they were still committed to support the
difficulties. And during the implementation the
ttee, Project Committee and SSC Working Group
nd strived for resolving the problems and moving

One of the implementation team members mentioned, "Due to the delay the client
management was not happy and there were some kind of resistance; of course no
customer would accept this. By rationalizing and sharing the situations, later they
acknowledged that and supported us. And they really played a crucial role. They assigned
some dedicated key users to work with us, making implementation faster. They also
involved themselves in and always motivated the users to help."

i : tion
In order to offset the delay and make the Implementation faster, the |mple-zmer;tzject
team came up with different work around solutions to minimize the customization. n:ittee
Committee made decisions by evaluating these solutions. Once the project comttee 3
was not in position to make a decision, they would report it to Steering Commi
take an action.

d project

. ) "
Initially, project management committee (PMC) meeting was held monthly a ol

ing W
steering committee (PSC) meeting was quarterly. After the delay, the meeting
often, weekly once to review project status more closely.



s' Support and Coordination
USheern the implementation team
W

stabilized, ssc coordination team
ssed the user requirements tq the implementation t
pa

as more or less

re was @ communication gap betw
mem so the function of the S
tFeartu,nately, later the mutua|
0

€am for developing. At the beginning
ordination team and the development

N different from what the users expected.
Was improved.

€en the SSC o
ystem wag ofte

Communication

e of the key users recalled, "Initially when we were testing the system, sometimes
0’; found the system was functioning different/
W

y from what we expected. Over the period
they managed to minimize Such differences.

The pressure due to the delay 'also infl
delay made every body get h/Fcup.
order to avoid the further project dela
we had to retest and retest until it wa

sfully conduct the UAT, we need a strong commitment
] ] ite.
fr ide. What we did was to test them either at client site or at development si
rom user side,
We totally brought the client and

SSC under one roof, prepared all the test cases and

] ] frequent

] ks to conduct the UAT. During this prqce‘ss, tl_76re were refesu/t

i 0f3l‘7to 4tl‘;vee ?JAT so for is going; is there any deviation; is there any
Status reports: ow

s done. All these
. r; how much time we need to rework to get .th/s (Cjo g
”Otsatt’)SfaCtOl/;Y tt? thme:rsrzg,ement committee and even to steering comm
Were rought to

ad a tr data for 3 mon efore migratin he production,
We befo igrating to the pro
1 jal run with actua ta for 3 months ) 0 th i
e trial Wi i f)n /5 8. We met some problems during th//ts trial Ceri/c;d bt“
inar R 8.
CQtu sl .It : ; 4 r : mtotved to the production."
résh /tt mml td tely. Satisfied with the results, we

immediate y.

edesign ' .
Customization and Business Proce\fesr;?x8 s 1ot sstern: wil ;fze;torizj
| icati i dih i m because so
rmcfE e ruan‘Jes?ted some changes to the strlset:e in Ver8.8. In order to
heq“‘VEments n e . as required to incorporate tried to minimize the
ad thanged, so ultimately I: :ter the implementation team
€ the implementation fa /

i d feasibility of the changes.
e ideration of both the importance an
*Omization, with the cons

hool
HM Business Sc
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hich would largely affect the Schedy/e
riticality of the requirement. For Some
hanges we suggested e”hanc/ng

The Project Manager said, "To certain changées w
we said no. We considered the importance and ¢
changes we accepted to incorporate; and for certain C
the system after implementation.”

’

Some customizations were done to the package, such as the pan0|| and leave modyje
Besides, XYZ had also changed some business process according to Fhe PeopleSoft
package. For example, XYZ had inter-company transfers frequently during the month,
but in the package inter-company transfers should be only done at the beginning of the
month, XYZ initially wanted to change the embedded practice to fit the business process
since they had more inter-company transfers in the middle of the month. However, the
vendor said that if XYZ insisted on that, the payroll modules needed to be further
customized. On this, Project Committee was not able to make a decision, so it was
brought to Steering Committee. At the end, XYZ management decided not to customize
payroll and followed the package to do all the inter-company transfers at the beginning
of the month. Still, for any exceptional cases required to transfer in the middle of the
month, they would made that by adjusting the payroll manually.

User Training and System Support
SSC conducted 8 training sessions. For each session around 60 to 70 staff was invited,
covering around 500 line users' daily operations of entering claims, leave approvals and

other operational works.

After migrating to the production, most of the modules were smooth. There was one
major problem with the payroll module but it was resolved within three days. The system
was well supported by the implementation team as well as the infrastructure team.

The team lead commented on their relationship with infrastructure team,
"The infrastructure team was very supportive. We met with some performance iSSues
and the DBA expert came on board suggesting some solutions. XYZ DBA tried that without
resistance; actually it worked. Hardware and infrastructure had been handed over to the
client; still in many occasions we went to resolve the issues."

XYZ is further planning to optimize the system without compromising the response timé
and data load. The system was rolled out for 14 global offices. However, currently its
repository was mainly used for information store. In future XYZ is going to improve that
to get SGO staff self-service.

Besides, the existing employee self-service leave module is very basic. It allows only 3
types of leave for staff to apply online, but actually there are 15 to 20 leave types: For
the remaining leave types, the HR leave clerks have to perform the administrative work
offline upon staff request.

The technical lead said, "Since the idea of enterprise system s to reduce the administrative
work, by which people can focus on the core processes, From that prospective, MW we
are seeking to minimize the administrative work conducted by HR g . dﬁzh a de;; a,tment
clerks. Currently the enhancement is under development, and tl:’ e new system is expecte
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w0 go o live in March 2007, which could reduce at least 60% of administrative work."

os50NS Learned

yendor Mer gers and alliances may result in less-integrated solutions and less-knowledgeable
support Sl o

;,eop[eSoft'S mergers and acquisition initially resulted in less-integrated solutions and
less—knowledgeab|e SUDpO_rt staff, which caused the implementation delay. Admittedly,
yendors' mergers an.d acquisitions are beyond the organization's control, but organizations
involved in enterprise systems implementation should try to reduce the possibility of
such kind of negative effect. They are recommended to make a more thorough investigation
of the vendor's strength, especially the vendor's financial position, before signing on the
dotted line. Due diligence to evaluate its financial status includes taking some time to
investigate the vendor's background and its management team, thoroughly checking its
financial stability, searching for early warning signs of financial distress, such as the
resignation of the chief executive, massive layoffs and restructuring announcements.

personal recruitment and retention is important to project success
one of the greatest challenges organizations encounter these days in an ERP project
might be related to the recruitment and retention of key personnel (Dave Swartz and
Ken Orgill, 2001). XYZ's re-implementation of PeopleSoft Ver8.8 in this case was one
example. Following are some recommendations for retaining personnel:

» Additional Compensation for "life of project" Efforts - A bonus program will help keep
key personal throughout project and drive key objectives such as CRP.

» Finding and Nurturing People early - Start early to identify and recruit key personnel
and bringing them into the team. Besides, partnership with a large consulting group
helps, since they can provide ample resources when needed.

» Back-filling Staff - Make sure there is enough depth on the operational side, since it
can really take the steam out of a project to lose key functional staff.

» Staffing Matrix - Set some goals for staffing over time and tracking progress.

» Knowledge transfer and mentoring - Develop a plan to transfer knowledge from
consultants to key personnel

v Stresg Management - Manage stress levels through various means and keep an eye

out for employees on the edge as their stress can cause ripple effects throughout the
Project.

* Team Building - Focus some energy on building teams from the start of the project,
SO that they can work together even when the going gets difficult.

* Morale of the Team - Provide periodic downtimes and events to boost and maintain
?Oral, because the extreme perseverance and dedication required by ERP implementation
Yera long period of time would take its toll.



Concluding Remarks : ' .

The top management's commitment, appropriate package selection, efﬂaent' 'mPlementation
team, key users participation, predefined and well-managed c.ommumcatlc'm Protocy,
among the stakeholders would contribute to the success of ERP implementation Withoyt
delays. It is particularly noted that either the support form vendorl or the retentigp of
key personals in the project plays a crucial role in ERP success. In XYZ's cas.e, the takeoyer
of PeopleSoft by Oracle delayed the software delivery and affected their s.upport, and
the key personnel turnovers in implementation team also delayed the project Process
by 9 months.
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call for Papers

jssion:
/Ts part of its commitment to promote research and publication in all areas of management,
the Business Research and Information Centre at NSHM Business School publishes a bi-
annual refereed journal NSHM Journal of Management Research and Applications (NJMRA).
The objective of NJMRA is to present current research and ideas in the field of management
in a lucid format accessible to both the academia and industry. The journal is also expected
to act as a platform for industry professionals to share their best practices.

NJMRA invites original research-based papers, articles, book reviews and management
cases on topics of current concern in the areas of management, development economics
and related social sciences. It looks for conceptually sound and methodologically robust
articles that harness and extend knowledge on all domains of management through
empirical work or by building on existing concepts, and draw out the implication of the
research for practitioners. The section on practices on the other hand is expected to
extend the knowledge of the academic researchers in this discipline. Consequently, we
expect the articles to have the potential to advance both management theory and practice
through this bilateral exchange and synthesis of ideas and information.

Frequency

The journal will be published twice a year in the months of June and December.

Readership

This Journal is a forum for academicians, business leaders, policy makers, researchers
and students to exchange and discuss ideas, to reflect on experiences and approaches,
and to strengthen the spirit of cooperation and collaboration between industry and
academia. It will be a perfect portal for presenting and discussing research findings and

current practices pertaining to various facets of innovation to achieve competitive
advantage.

Content Mix

In view of the broad spectrum of readership, NJMRA invites contributions to any of the
various sections of the journal:

* Conceptyal Papers.

* Empirical Research Papers.

" Articles on Management Practices.
" Perspectives.

* Book Reviews.
* Case Studies.



Some of the suggested themes on which contributions woml,!ld bec\j/velcome are ickg
in the fields of general management, corporate strategy, PO'ICY' a(;\B gOV.ernance-

and corporate laws; public policy; IT and syste_ms; mquetlng, /HR; techng
manufacturing; and related areas like economlcg, spcuology anq other S
Articles that consist of literature surveys or descriptions of practices in a
will also be considered. Industrialists, CEOs and entrepreneurs may also
On management practices which enable them to share their experiences in
and under researched areas in management.

Ocial S(jienc
partiCl_”ar ﬂe'd
Submit articleg
€xploring New

Review Process

NSHM Journal of Management Research and Applications is a refer.eed journa|. All
manuscripts submitted for publication would be screened by the _edltorlal board fo
relevance to the Journal, They would then be put through 'double blind review procesg'

that may normally take four to six weeks. Manuscripts accepted for publication will have
to be edited to suit the Journal's format.

Wherever possible, reviewer's feedback will be provided. Published manuscripts are
exclusive copyrights of NSHM Journal of Management Research and Application,

Academicians and practitioners are

eéncouraged to share their work through the varioys
features of the journal described in

the section on "Content Mix".

Guidelines for Contributors

Papers should not exceed 10,000 words including charts, tables and other annexures.

L
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L ol . e T Rajlakshmi Mallik 3%

rajlakshmi.mallik@nshm.com
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