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MESSAGE FROM
THE CHIEF-MENTOR |

I am delighted to see the December 2016 issue of the NSHM Journal of Management

Research and Applications (NJMRA), which aims at providing the much needed platform |
for a meaningful exchange of knowledge and ideas between the industry and the academic |
fraternity. Dealing with the subjects covering all possible areas of management, it is truly |
satisfying that NJMRA is shaping up as a standard journal by attracting innovative and

quality articles from eminent academicians.

Such a steady progress would never have been possible without the sincere and sustained
effort of the current editorial team and I compliment them wholeheartedly on this count.

Cecil Antony
Chief Mentor
NSHM Knowledge Campus

MESSAGE FROM
THE FOUNDING DIRECTOR

It gives me great pleasure to find that the December 2016 issue of the NSHM Journal of
Management Research and Applications (NJMRA) is out and ready for circulation.
Needless to mention, this journal highlights NSHM Business School's commitment to
research and innovation as an integral part of management training. To put such a quality
research publication on a firm footing is no doubt a stupendous task and our current
editorial team deserves kudos for accomplishing this mission. NJMRA has been
meticulous about selection of the papers from a wide range of topics and is well poised to

establish the much needed connect among researchers, academicians and company
executives for a useful exchange of views and ideas.

I rpiterate my deepest appreciation for the dedicated efforts by the current editorial team and
wish them all the success in their endeavours.

Rajib Chanda
; Founding Director
',é NSHM Knowledge Campus
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MESSAGE FROM
THE DIRECTOR

With the objective of presenting current rgscarch and idea's in the field of management in a
lucid format accessible to both academicians and professionals alike, NJMRA is steadfast
in its journey, thanks to the conlribul.ing .rcscarchers and .practitioners. The range of articles
and papers that are received for publication pgsh the horizons of our knowledge beyond it%
current disciplinary boundaries, thereby making it future-ready in content. The ideas the
various papers present go a long way in challenging our long-held assumptions and
perceptions about the theory and practice of management.

One of the long established assumptions is that foreign banks with their deep
knowledge-base across the globe are better performers than domestic ones. The first paper
opines there are now reasons to believe that through benchmarking and other modes,
there is not much difference in the performance of the foreign and domestic private banks.
Knowledge management practices, long assumed to be relevant to large corporate bodies,
have already made inroads into the MSME sector, as the second paper unravels.
Industrially, though China is ahead of India, there are a few sectors where India leads like
Gems and Jewellery, as the third paper explains. Similarly, a luxury brand sold in a retail
chain positioned as value-for-money defies yet another assumption.

Hope the readers find the papers interesting enough to whet their contrarian perspectives.
As always, any comment, criticism, or appreciation is most welcome from our valued

readers.

Dr. Naveen Das

Director
NSHM Business School, Kolkata
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FROM THE DESK OF
THE CHIEF EDITOR

We take pleasure to present the December 2016 issue of the NSHM Journal of Management
Research and Applications (NJMRA).

While bringing out the issues of NJMRA, our editorial team has steadfastly stuck to the
cherished goal of providing a platform for publication of research articles of merit, book
reviews adopting a broad based platform spanning key areas of management. The current
issue is a collection of papers and articles from diverse areas such as banking and financial
services, human resource management, marketing and business development.

The first article in this issue of the journal analyses the performance benchmarking of
foreign banks on the basis of a bilateral comparison. The second article covers a
conceptual approach on the impact of organizational culture and leadership styles on
enhancing the effectiveness of knowledge management practices in MSME organizations
of West Bengal. The third article has dealt with an analysis for gems and jewellery industry
of India & China. . The fourth and concluding article is a perspective on retail repositioning
by Maruti Suzuki. In the book review section, the book selected is 'Manage Live and
Lead: An Inspirational Guide for Managers, Students and Citizens' authored by Venkat
Changavalli.

We hope that, like the previous issues of NJMRA, this one too will be well received by the
industry and academia. The editorial team would be glad to receive all kinds of comments
and constructive suggestions for further improving the quality of the journal.

On behalf of the Editorial Team

Dr. Udayan Kumar Basu

Business Research and Information Centre, NSHM Business School, Kolkata  m—

Page - v



_____-——-__ NJMRA - Bi-annual Peer Reviewed Journal of Management \I

PEFORMANCE BENCHMARKING OF FOREIGN BANKS -
A BILATERAL COMPARISON

Dr. Ram Pratap Sinha

Abstract

The activity of foreign banks in India gathered renewed momentum in the post-1992 phase
as a fall out of the initiation of banking sector reform and commitments given by the Indian
oovernment to open up its banking sector to the foreign participants in a gradual fashion.
T\gainst this backdrop, the present study benchmarks the performance of foreign banks
operating in India relative to the private sector banks for the period 2006-07 to 2010-11
through a 'Bilateral Comparison Model'. The statistical inference drawn from the exercise
indicates convergence of performance of foreign and private sector banks over the period
of study.

Key Words
Foreign Banks; Performance Benchmarking; DEA; Bilateral Comparison.

JEL Classification: G21, C61.

Introduction

Commercial banking in pre-independent India commenced with the establishment British
owned foreign banks during the 1840s and 1850s. In 1842, the Oriental Banking
Corporation was set up at Bombay with royal charter which was followed by several others.
Banks from countries like France, Germany, the US and Japan entered the Indian market.
['hus at the time of independence, foreign banks occupied the commanding heights of Fhe
Indian economy. However, during the first four decades of independent India, the relative
importance of foreign banks in the Indian banking sector diminished considerably due to
the policy stance taken by the government as well as the Reserve Bank of India.

The operation of foreign banks got a fresh boost in the post 1992 phase as a fall out of the
initiation of banking sector reform and commitments given by the Indian government to
open up its banking sector to the foreign participants in a gradual fashion. During th_15
period, the operation of indigenous private sector commercial banks also had a significant
growth following the announcement of new entry policies towards private sector banks in
1993 and 2001.

Against this backdrop, the present paper attempts to benchmark the performance of fore;ign
banks operating in India relative to the private sector banks through a 'Bilateral Compar 1503
Model'. The sample used in the study includes 36 commercial banks (16 foreign banks an
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20 private sector banks) and the period of study is from 2006-07 to 2010-11.
Organisation of the study:

The paper is organized into five sections and proceeds as follows. Section 1 gives a brief
review of the recent regulatory changes relating to foreign banks. Section 2 outlines the
methodological issues regarding performance benchmarking. Section 3 provides a review
of the literature. Section 4 provides the framework of study and the results while section 5
concludes.

Section 1 : Foreign banks in India : the recent developments

During the phase of mass banking (1971-1991) the presence of foreign banks in India
remained confined to a few metros/large cities. Consequently, the market share of foreign
banks in respect of bank deposits declined from 8.6 per cent in March 1971 to
approximately 2.8 per cent in March 1991. The relative share in the deposit market declined
from 8.3 per cent to 4.16 per cent and in respect of loans and advances from 8.56 percent to
2.8 per cent.

However, the onset of banking sector reform in India facilitated the growth of foreign
banking business in India since the government/ R.B.I. initiated a slew of measures which
benefited the business prospects of foreign banks in India.

A major relaxation for the foreign banks came in the form of liberalization of entry norms.
In the initial provisions of Financial Services Agreement (December 1994), india permitted
foreign bank presence only through branches at the rate of five licenses per year. An ATM
outside the branch premises was treated as a branch. What is even more important was that
India's offers were based on reciprocity. However, in December 1997. during the final
round of negotiations relating to financial services agreement India made the following
commitments:

(a) The MFN exemption was deleted in respect of all areas of financial services.

(b) The limit on the number of bank licenses granted per year was raised from eight to 12
while keeping the market share unchanged at 15 per cent for foreign banks. Now the market
share was computed on the basis of both on and off-balance sheet items. Moreover, licences
issued for ATMs installed by foreign banks were not included in the ceiling of 12 licences.

In March 2004, the Government of India revised the existing guidelines on foreign direct
investment (FDI) in the banking sector. The revised guidelines also included investment by
non-resident Indians (NRIs) and FIIs in the banking sector. As per the revised (2004)
guidelines, the aggregate foreign investment from all sources was allowed up to a cap of
74 per cent of the paid up capital of the bank and the resident Indian holding of the capital
was 1o be at least 26 per cent. The revised also stipulated that foreign banks may operate in
India through only one of the three channels, namely (i) branch/es (ii) a wholly owned

Subsidiary or (iii) a subsidiary with an aggregate foreign investment cap of 74 per cent in a
private bank.

In February 2005, the RBI in consultation with the Government of India, released the road
map for presence of foreign banks in India. The roadmap was framed with the objective of
implementation of the guidelines. The roadmap permitted the foreign banks to establish
presence in the Indian market by either setting up a wholly owned banking subsidiary

Business Research and Information Centre, NSHM Business School, Kolkata  se—
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T

(WOS) or conversion of the existing branchﬂes into a WOS. The RBI also issued detailed
lines for setting up/conversion process.
overed, inter alia, the eligibilily criteria of the applicant foreign bank
encompassing owncl-s’hip pattern, financial squpdness, supervisory rating and rtlh(i
international ranking. The WOS is to have a minimum capital requirement of Rs. 300
crore, i.e., Rs 3 billion and wpqld need to ensure sopnd corporate governance. The WOS
is treated on par with the existing branches of forc_elgn banks for branch expansion with
flexibility to g0 beyond the existing WTO commitments of 12 branches in a year and
p,.cmcnée for branch expansion in under—bankfzd_are;as. The Reserve Bank may also
prescribe market access and national treatm_em limitation compgtible with WTO as also
other appropriate limitations to the operations of WOS, consistent with international

practices and the country's requirements.

In 2011, the RBI released a discussion paper on the Presence of Foreign Banks in India.
The discussion paper suggested a number of measures which would incentivize the
conversion of foreign bank branches into wholly owned subsidiaries. At the same time, the
discussion paper proposed revised caps on the dominance of foreign banks in the Indian
market. Presently, the cap exists in the form of 15% of the assets (both on balance sheet as
well as off-ba'ance sheet items) of the banking system. The discussion paper proposed that
when the capital and reserves of the foreign banks in India including WOS and branches
exceed 25% of the capital of the banking system, restrictions would be placed on (i) further
entry of new foreign banks, (ii) branch expansion in Tier I and Tier I centres of WOS and
(iii) capital infusion into the WOS — this will require RBI's prior aprroval.

The discussion paper also stated that since the WOS of foreign banks will be locally
incorporated banks, they should be treated similarly with domestic banks in respect of
Priority Sector Lending norm. The RBI has accordingly issued revised priority sector
lending norm for the foreign banks, which suggest that while the foreign banks with less
than 20 branches in India will continue to get preferential treatments in respect of priority
sector lending, banks with more than 20 branches would have to fulfil same priority sector

lending requirement as that of domestic banks.

ouide

['he guidelines €

Section 2 : Bilateral Comparison- The Methodological [ssues

Benchmarking'of Productive Systems:

In the context of a multi-input multi-output production syste
distance function provided a functional characterisation of the
input set of the production technology is characterised by the input dis
gives the maximum amount by which the producer's input vec
qontrgcted. The output set, on the other hand, is characterised by th
function which gives the minimum amount by which the producer's output
deflated and yet remain feasible for a given input vector.
Farrell (1957) laid the foundation for new approaches to efficiency and productivity studies
at the micro level, providing invaluable insights on two issues: defining efficiency and
%:’ducmmy, and the calculation of the benchmark technology and the efficiency measures.
¢ core of the contribution of Farrell comprised of the following:

m, Shephard's (1953,1970)
production technology. The
tance function which
tor can be radially
e output distance
vector can be

—
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(i) introduction of efficiency measures based on radial uniform contractions or expansions
from inefficient observations to the frontier,

(ii) specification of the production frontier as the most pessimistic piecewise linear
envelopment of the data,

(i) construction of the frontier through solution of the systems of linear equations,
obeying the two conditions on the unit isoquant:

(1) that its slope is not positive;
(i1) that no observed point lies between it and the origin.

The Farrell measure of efficiency offered a decomposition of efficiency into technical
efficiency, price (or allocative) efficiency and overall efficiency corresponding to a firm.
The radial contraction/expansion connecting inefficient observed points with (unobserved)
reference points on the production frontier as the basis for the measures is the USP of the
approach, and due to fundamental duality between production— and cost functions identical
measures can also be defined using the latter.

Farrell's definitions of efficiency had close connections with the concepts of distance
function since the reciprocal of the input distance function can be considered as the radial
measure of input oriented technical efficiency whereas the radial measure of output
oriented technical efficiency coincides with the output distance function .

In their 1978 seminal paper, Charnes, Cooper and Rhodes (1978) provided a generalization
of Farrell's Single input single output technical efficiency measure to the multiple
output- multiple input case and their contribution resulted in the genesis of Data
Envelopment Analysis (DEA). The methodology originally developed by Charnes, Cooper
and Rhodes (1978) later further extended by Banker, Charnes and Cooper (1984). DEA
enables the construction of a production frontier in the context of a multiple input-output
framework with minimal prior assumption on input-output relationship.

The DEA approach constructs the efficiency frontier of productive units out of piecewise
linear stretches thereby forming a convex production possibility set. In DEA frontier.
efficient observations are those for which no other decision making unit or linear
combination of units has as much or more of every output (given inputs) or as little or less
of every input (given outputs). It envelops data sets and therefore makes no room for noise.

Once DEA identifies the efficient frontier, the performance of inefficient DMUs is
improved by either increasing the current output levels or decreasing the current input
levels. In the presence of undesirable outputs, however, such exercise is likely to give
erroneous results. This is because, in such cases undesirable/bad outputs are to be
decreased while good outputs are to be increased. The problem with the standard DEA
model is that decreases in outputs are not allowed and only inputs are allowed to decrease.
(Similarly, increases in inputs are not allowed and only outputs are allowed to increase.)

The BCC Model for Data Envelopment Analysis:

The Banker-Chames-Cooper (1984) model introduced performance benchm‘arking. of
productive entities based on local technology. In order to provide an extremely brief review
of the model, let us consider a productive firm which produces a scalar output Y from a

g Business Research and Information Centre, NSHM Business School, Kolkata  me——
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R T Let (X, y) be the observed input-out bund] f
. of k inputs X=(X;, X -« X,) A ut bundle of firm
ib:Iin—dl]L”(.)t. . ..n]).pThe technology used by the firm is defined by the production possibility set.

ps = {(x,y):y can be produced from x }
An input-output combination (x’, y°) is feasible if and only if (x°, y°) Ps

We assume the firm to be input minimiser given the level of output(s). The firm's optimiza-
tion exercise can be written as:
Min 0

Subject to: 0 x"= XA, y’' < YA, ,eA=1,A=>0
If we write the production function as: Y=f(X) — X=f'(Y). Let X* represent the miniimum
input corresponding to a given level of output (say
A characteristic feature of the BCC envelopment model is that the technical efficiency
varies between 0 and 1. This is because the data set which is used to evaluate the observed
firm includes the firm's data also.

Comparison of Decision Making Units (DMUs) belonging to different systems:

One of the basic assumptions of the traditional DEA models is that the underlying
production possibility set is convex. The immediate implication of this is that if two
activities (x,,y,) and (x,.,y,) belong to Ps then every point on the line segment joining the
aforementioned two activities also belong to Ps. However, there are cases where this
assumption is not valid. In particular, problems may arise when the decision making units
belong to two different systems. For example, the activities (x,,y,) and (x,.y,) may be
accomplished by using different kinds of instruments. Consequently, any activity which is
basically an weighted average of the two may not be feasible.

Comparison of efficiency between two systems:

For the purpose of comparison of DMUs corresponding to the two different systems (say A
and B), the inputs are divided into X, and X, and the outputs into Y, and Y,. The convexity
assumption holds within the same system, but not across systems. The DMUs
corresponding to the two systems are now evaluated using a bilateral comparison
framework. The distinguishing feature of the bilateral comparison framework is that when
D MUS belonging to a particular system (say system A) are evaluated, the data set from
which the benchmark is constructed does not include DMUs included in that system (here
system A). Thus the technical efficiency score for any observed DMU 'a' (which is a
member of system A) is computed from the following optimization program:

Min 6
;xl.kj £0x Zy,lj 2,
S lyiz )
Then Technical Efficiency 0 = X x /x,
Similar procedure may be adopted for any observed DMU included in system B.

H\ : "
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Statistical Significance of Efficiency Scores:

When we compare the efficiency of two different categories, it is often useful to test the
efficiency difference l?etween two groups statistically. However, one can not make use of
parametric tests for this purpose because the theoretical distribution of efficiency scores in
DEA is not known. Under the circumstances, one needs to make use of non—parar;”nclric tests
for which the distribution of efficiency scores are statistically independent. ‘

In lhe present context, we can use the Rank-Sum Test for comparing the distribution of
efficiency scores of the in-sample DMUs pertaining to the two systems: A and B.The test is
based on the ranking of data. The methodology is now described in brief:

Let the data pertaining to two groups of observation be represented by A={a,, a,,.....,a }and
B={by, Dy« 1vrs bq}.Now‘ we form a new sequence C by merging A and B in which lhv.i data
are arranged in descending order. C is now ranked from 1 to R(=p+q). If there is a tie. the
mid rank is used for the tied observation. Next, the A's rank data are summed. Let the

resultant figure be S.

The statistic S, follows an approximately normal distribution with mean p(p+q+1)/2 and
variance pq(p=q+1)/12 for m,n

Z=[S- p(p*+q+1)2]//" pq(p=q+1)/12

Z has an approximately standard normal distribution. Using Z, we can test the normal
hypothesis that the two groups have same distribution against the alternative hypothesis at
a significance level a. The null hypothesis is rejected if Z

Section 3: Review of Literature

Saha and Ravisankar (2000) examined the non-parametric efficiency of the Indian public
sector banks in two phases during the period 1992-95 in a two stage framework. The study
considered four input variables- interest expenditure, establishment expenditure.
non-establishment expenditure and six output variables: deposits, advances, investments,
non-interest income, interest spread and total income. The results obtained by them show
that the performance of the public sector banks (with the exception of a few) had
improved over the years of study.

Sathye (2003) measured the productive efficiency of 94 commercial banks operating in
India (including 27 public sector banks, 33 private sector banks and 34 foreign banks) for
the year 1997-98. For this, he used two models: Model A and Model B. Mode] A
considered interest and non-interest expenses as the two inputs and net interest income
and non-interest income as the two outputs. Model B used deposits and employees as the
two inputs and net loans and non-interest income as the two outputs. The study showed
that as per Model A, the public sector banks exhibited a higher mean efficiency score as
compared to the private sector and foreign commercial banks in India. As per Model B.
they had lower mean efficiency score than the foreign banks but still higher than private
sector commercial banks.

Shanmugam and Das (2004) measured technical efficiency of banks in four different
ownership groups in India during the period, 1992-1999 with the application of stochastic
frontier function methodology for panel data. The results obtained by them indicate that the
efficiency relative to interest margin is time invariant while the efficiencies relating to other

i
|
h
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nd credits are time varying. The state bank
1t than their counterparts.

1992-2000, Rammohan & Ray (2004) benchmarked the performance
ing a revenue maximisation efﬁcicnsf

and foreign banks usl .
stments and other incomes as bank outpug P

he inputs. Rammohan & Ray argued that durip,
the period, Indian banks did not have much fre.ed(')m .in trimming COSts espegially the cost O{}
labour. Under the circumstances, revenue maximisation best describes efﬁc@ncy objective
of the in-sample banks for the period. The study showed that the public Sector bankg

tor banks However, no difference wqg

exhibited better performance relative to the private sec o
found between public sector banks & foreign banks. Further, decomposition of revenye
maximization efficiency scores in to technical and allocative components showed that the

difference between the public and private sector banks remained mainly because of gaps in
technical efficiency and not in respect of allocative efficiency.

Das, Nag and Ray (2005) examined output oriented technical efficiency, cost efficiency,
revenue maximizing efficiency and profit efficiency of Indian(public, private and foreign)
banks for 1997-2003 in the context of four inputs - borrowed funds, number of employees,
fixed assets and equity. The study included only those banks which had at least three
branches during the sample period. The results revealed that the Indian banks were still not
much differentiated relative to input or output oriented technical efficiency or cost efficiency,
However, they differed considerably in respect of revenue and profit efficiencies.

Ray(2007) evaluated the size efficiency of Indian banks for the period 1997-2003. A bankis
considered size inefficient if breaking it up into a number of smaller units results in a larger
output bundle than what could be produced from the same input by a single bank. Ray's study
showed that many of the Indian banks exhibit size inefficiency in various years. He also found
that while a bank may be exhibiting diminishing returns to scale this did not necessarily
imply that the bank was an ideal candidate for break-up.

Das and Ghosh (2009) examined the impact of financial deregulation on cost and profit
efficiency of Indian commercial banks for the post-reform period 1992-2004 using data
envelopment analysis. The results indicate high levels of cost efficiency and lower levels 0
prqﬁ} efficiency, reflecting the importance of inefficiencies on the revenue side of banking
activity. The decomposition of profit efficiency shows that a large portion of outlay lost is due
to_allocative inefficiency. A multivariate regression of the proximate causes of proflt
eff‘ncxengieg h_ighlights .the importance of bank size, ownership, product diversity an

prudential indicators as important variables resulting in these efficiency differences.

}j}sing a translog cost function, Zhao, Casu and Ferrari (2010) examined the impact of 2
berhegglanon—prudentlal re-regulation framework on the characteristics of competitive
189?2‘“2%% :ost structure and cost efficiency relationship of Indian banking for the time-spal
respo-nse to.a}:: rﬁsglts 1pd1tci.1ate in favour of changes in input-mix and output composition in
changes in the ' : : '
B e g regulatory environment as also improvement in cost efficiency

Tabak ¢ i

pr:gi(edfrf]'n(iiz:gifss (E%(t)ll O)[ L:js-ed Bayesian stochastic frontier to draw inference o0 cost on¢

for the inclusion of off i In 1an banking sector for the period 2000 to 2006. They also 1557

public sector commerci ?g:;ﬁ sheet data in model specification. The study revealed (02 ¢
ia s were most efficient, followed b'y private and foreigh 2
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The performance of the banks, however, exhibited convergence over the sample period.

Ray and Das (2010) used DEA methodology to estimate cost and profit efficiency of Indian
banks during the post-reform period. The results show considerable variation in average
levels of profit efficiency across various ownership categories of banks. In general, state
owned banks are found to be more efficient than their private counter parts. Further,
efficiency tends to be low among the small banks (assets up to Rs. 50 billion), indicating
that at the existing scale of operations, these banks are operating far below the efficient
frontier. We also examine the distribution of efficiency using nonparametric kernel density
estimates. The analysis reveals a rightward-shift of the efficiency distribution over the years.
A major part of this shift comes from the state owned banks. Based on the conditional
distribution, the study finds strong evidence of ownership explaining the efficiency
differential of banks. Additionally, bank size and product-mix are also found to be
important, although to a lesser extent.

Section 4: Framework of present study and results:

Approach of the present paper:

The present paper benchmarks the performance of foreign commercial banks operating in
India (relative to the private sector commercial banks ) for a five year span starting
2006-07 and ending 2010-11 using a bilateral comparison approach. The cross-section of
commercial banks used for the study includes 36 commercial banks (inclusive of 16 foreign
commercial banks and 20 private sector commercial banks). The data set excludes the
relatively small and insignificant (in terms of Indian operations) foreign banks. The public
sector banks have not been considered in the study because they have to play special role in
fulfilling social obligations and hence the services rendered by them are not comparable
with the services provided by foreign and private sector banks.

Selection of Output and Input: The Conceptual Issues

There are at least three approaches used for defining the outputs of the banking industry.
The production approach [due to Benston (1965) and Bell and Murphy (1968)] considers
indicators like the number of accounts, number of transactions etc. Most of the researchers
following this approach have taken deposits and loans etc as outputs of the banking industry
produced by inputs like labour and physical capital. The intermediation approach [ advanced
by Benston, Hanweck and Humphrey (1982) ] focused on net interest margin (difference
between interest earned and interest expended). The risk management approach [Huges and
Mester (1993, 1994)] considers risk management and intermediation processing activities
as the prime outputs of commercial banks. On the expense side, deposit servicing cost.
labour cost and fixed capital related over heads constitute the major expenses on inputs by
banks. Some have also taken branches maintained by commercial banks as one of the inputs.

The present study takes an eclectic view of the banking industry and considers two outputs:
t Business (=Deposits plus Advances) and Other Income (non-interest income) and one input:
i Operating Expenses of the commercial banks.

Data Source:

Data relating to the inputs and outputs used in the study have been collected from the Indian

Business Research and Information Centre, NSHM Business School, Kolkata  e—
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Banks' Association website.

Descriptive Statistics of Technical Efficiency:

[ables 1 and 2 represent the descriptive statistics O‘f Itefihm%l-l efficiency SCoreg
corresponding to the foreign and private banks Opie{)al“%g ]r(l)vindels‘th 1agram 1 proyides ,
graphical representation of the efficiency scores. Table hpr e ¢ C?mbm‘ed result for
the two groups taken together. Note the sharp drop 1n the elliciency o foreign banks ip
2008-09 (possibly due to the impact of global meltdown). The appendix tables (A1 anq A2)

provide the bank wise efficiency scores.

Table 1 : Descriptive Statistics of Technical Efficiency of the in-sample Foreign Bap

Particulars | 2006-07 | 2007-08 2008-09 | 2009-10 ”201\$11

Number of in-sample banks 16 16 16 16 T

Mean Technical Efficiency 2.1255 2.0404 1.6497 1.7063 M

Standard Deviation 1.4387 1.31104 1.0806 1.3917 ﬂ&
Maximum Technical Efficiency 5.8352 4.9585 5.2307 5.5291 56257
Minimum Technical Efficiency 0.7039 0.7780 0.6602 0.1968 0.5521

Source: Calculated.

Table 2 : Descriptive Statistics of Technical Efficiency of the in-sample Private Sector Banks

i Particulars 2006-07 |  2007-08 200809 | 2009-10 | 2010-11 |
LNumber of in-sample banks 20 20 20 20 20 j
| Mean Technical Efficiency 1.1768 1.1679 1.9271 1.3596 1.2800
Standard Deviation 0.5447 0.7190 1.2114 0.6962 0.6541j
Maximum Technical Efficiency 2.4085 2.8159 5.5491 2.4944 2.3821 ‘
Minimum Technical Efficiency 0.3964 0.2839 0.4979 0.2221 0.2018 '
Source: Calculated.
Table 3 : Descriptive Statistics of Technical Efficiency of all in-sample Banks
Particulars 2006-07 2007-08 2008-09 2009-10 2010-11
Number of in-sample banks 36 36 36 36 |3 |
Mean Technical Efficiency 1.5984 155551 1.8038 Ulers _,15’517_7,
Standard Deviation 1.1432 1.1131 1.1633 10769 | 12291
Maximum Technical Efficiency 5.8352 4.9585 5.5491 5.5291 _56,227,
Minimum Technical Efficiency 0.3964 0.2839 0.4979 0.1968 0.2018
Source: Calculated
Diagram 1: Relative performance of s | of onacliongin

foreign and private banks

® Technical

Efficiency-

private Banks

2006-07 2007-08 2008-09 2009-10 2010-11

/

-

o
e ——— i
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Testing of Hypothesis: Wilcoxon-Mann-Whitney Test

In the preceding sub-section the descriptive statistics corresponding to the technical
efficiency scores have been presented. The present sub-section now compares the two
groups of banks on the basis of the procedure outlined earlier. Our null hypothesis is that
the two groups of banks have the same distribution of efficiency scores. This is tested
against the alternative hypothesis that the two groups of banks have non-identical
distribution of efficiency scores.

The Rank-Sum Statistics corresponding to the two groups, the test statistics and the
corresponding value under standard normal distribution are presented in table 4. The table

also includes the statistical inference drawn on the basis of the results available from the
application of Wilcoxon-Mann-Whitney test.

Table 4: Statistical Inference

Particulars 2006-07 2007-08 2008-09 2009-10 2010-11
| Rank Sum Statistics 226 228 397 288 255
| for Foreign banks
| R?”k g it 440 438 339 378 411
| for Private banks
| Test Statistics -2.2285 -2.1648 0.9869 -0.2547 -1.30526
( standarfii i 0.012924 0.0152 0.1618 0.3995 0.095901
‘ Distribution
{ Null Null Null Null Null
‘ hypothesisis | hypothesisis | hypothesis | hypothesis | hypothesis
rejected ata | rejected ata | can not be | can not be | can not be
Inference drawn confidence confidence | rejected at | rejected at | rejected at
level of level of 10% level | 10% level | 10% level of
2.58% 3.04% of of confidence
confidence | confidence |
Performance of Foreign Foreign No No No definite
Foreign banks banks out banks out definite definite conclusion
relative to the private perform perform conclusion | conclusion |
banks private banks | private banks \

Source: Calculated

Table 4 suggests that while during the first two years of observation (2006-07 and 2007-08)
the banks included in the category 'Foreign Banks' outperformed the banks included in the
category 'Private Sector Banks', no definite conclusion could be made for the next three
years. This is because the gap observed in respect of rank sum has narrowed down in the
latter years (relative to the earlier years). Thus the evidence is suggestive of a converging
trend in terms of performance in respect of the two groups of banks.

Section 5: The Concluding Observations

The advent of banking sector reform has increased the elbow room for both foreign a.nd
private sector commercial banks in India leading to growth in their activities in the Indian
banking market. In view of the same, the present paper made a 'bilateral comparison’ of

Business Research and Information Centre, NSHM Business School, Kolkata
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Appendix tables:

Table A1: Bank wise technical efficiency scores- Foreign banks

‘ Bank 2006-07 2007-08 2008-09 2009-10 2010-11
Abu Dhabi Commercial Bank |
789695 2.977208 388535
Limited 2.151303 1.798706 0.7

__Antwerp Diamond Bank NV, | 5.835218 | _4.958483 | 1573569 | 3.644719 | 4.675535
Bank of America NA 1 546647 | 2.007696 | 2245656 | 1.692048 | 1.726806

Bank of Bahrain and Kuwait » 499602 | 0.882835 | 2.276688 | 3.236076

B.S.C. 2.995881
—Barclays Bank PLC 1675606 | 0.778033 | 0.6602 | 0.196816 0.6530252) ‘
BNP Paribas 7115321 | 1418934 | 1.257082 | 0.758255 | 1.05232 i
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~11.043391_| 1. 384612 | 0.6 543535 07 »
DBS Bank Ltd. 1.361759 | 0.807¢ =1 0.8 55208 5
9 | 0.899265 0. 88278 96162 | 0.9
Deutsche Bank AG 0.85494 J2633
. > L2 84199 5230749 | 0.446986 28
JPMoraan Chase Bank 2, 46517 339061
: L Dank__ 9 1 534709 1.053006 | 1.244535 2.05685~
MIZUHO Corporate Bank Ltd. | 2 27185 ’ L. 5988
rporate Bank 1c. > T 1021115 | 1.238968 | 0.926666 | g
Standard Chartered Bank | 0 0.929792 | 1.021779 4 N 8129
i L1 {4 058483 | 1668835 | 55291 | 565
State Bank of Mauritius Ltd. M_iﬂ@/q_/? 5626535 | 2.872046 |3 25604
The Bank of Nova Scotia | [2.445141 | 3138973 | 2.926535 § 2972040 | 3681475
The Bank cggjot:/c? -Mitsubishi 1 665756 2 020509 1,5370067 '1773741?8 1 81886 J
HSBC Ltd [ 0.741476 | 0018217 | 122099 | 0868396 | 0827537
Source: Calculated.
Table A2: Bank wise technical efficiency scores- Private banks
Bank 2006-07 2007-08 2008-09 ‘ 2009-10 2010-11
City Union Bank Ltd. 120458 | 0.995417 | 1.954414 [ 1.672717 1.717277
—ING Vysva Bank LId 1097886 | 1296307 | 1.972387 1.251586 1.164929
ATV Mft;‘:a”‘”e Bank | 4 sas04 | 0984546 | 2287134 | 1525485 | 1.455079
st dsy”a” Bank | 745077 | 0283916 | 1.265636 | 0.659209 | 0.670862
The Dhanalakshmi Bank Ltd. 0.444174 0.289886 0.884011 0.738302 1.035355
" The Federal Bank Ltd. 1880573 | 2264314 | 2.851545 | 2.235676 2.088873
; 155 Juines E‘t:as"m” Bank | 5 408547 | 2815914 | 5.549124 | 2494439 | 2.160746
" The Karnataka Bank Ltd. 1965274 | 1.911724 | 1.844272 | 2.187028 1.745049
The Karur Vysva Bank Ltd. | . 1.562886 | 1.935469 | 2.237737 | 2.000802 2.094748
“The Lakshmi Vilas Bank Ltd. | 1.197945 | 0572734 | 1.905463 | 1.232645 1.294887
Nainital Bank Ltd. 0.567564 0.48079 | 2.438889 | 0.496798 0.477324
The Ratnakar Bank Ltd. 0.396422 | 0.363788 | 1.071415 | 0.439943 0.253585
The South Indian Bank Ltd. 1772039 | 2100448 | 4.426127 | 2.428379 2.382147
Axis Bank Ltd. 1 1 1 1 1
Deve'°pme&g¢'ed" Bank 050587 | 0.35752 | 0.497887 | 0222126 | 0201775
HDFC Bank Ltd. 1 1 1 d5.d) 1
| ICICI Bank Ltd. 1 1 1 | 1 1
1 Indusind Bank Ltd. 1701282 | 1.730737 | 2.118708 | 1.479914 1.033345
Kotak Mahindra Bank Ltd. 0.699326 | 0.686838 | 0.666682 | 0.856903 | 0.645176
~ YES Bank 1286957 | 1.569729 | 2.270975 | 2.178486

Source: Calculated.

1.332171
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IMPACT OF ORGANIZATIONAL CULTURE AND LEADERSHIP
STYLES ON ENHANCING THE EFFECTIVENESS OF KNOWLEDGE

MANAGEMENT PRACTICES IN MSME ORGANIZATIONS OF
WEST BENGAL: A CONCEPTUAL APPROACH

Surabhi Sinha

Abstract

The Micic, Small and Medium enterprises (MSMEs) play ‘a crucial role in the overall
growth an 1 development of the industrial economy of the state and ultimately of the nation.
Though MSMEs play a vital role in employment generation, enhancing export, balanced
regional de zlopment, etc., they are still faced with numerous problems like lack of trained
staff, technological obsolescence, high turnover of key personnel, etc. In order to overcome
these issues and to gain competitive advantage, MSMEs need to manage their human and
knowledge re.ources rightfully. Thus, like bigger organizations, MSMEs too need to adopt
appropriate knowledge management practices to be successful and survive in this highly
competitive market. The implementation of KM practices in an organization mainly
depends upon its culture and leadership style among various other factors.

Keywords

Knowledge management practices, organizational culture, leadership style, MSMEs.

Introduction

Knowledge is one of the most vital organizational resources that provide a sustainable
competitive advantage in a dynamic economy (e.g., Davenport & Prusak, 1998; Foss &
Pedersen, 2002; Grant, 1996; Spender & Grant, 1996). To gain competitive edge over
others, many organizations are adopting suitable KM practices to leverage their distinctive
core competencies, to boost the effectiveness of their processes, enhance their productivity.
improve quality of their products and services, and to reach innovative solutions and
products for their customers.

The literature suggests that successful implementation and maintenance of KM practices
depends upon several organizational factors like organizational cultgre. organizational
structure, senior management leadership and commitment, employee involvement. team
work, IT infrastructure, employee training and environmental factors like governmental
policies, political, social ,competition, fashion, markets, technology etc

Prior research studies have confirmed that lack of open and.supportive organizational
culture and leaders' vision and style are widely held responsible to create and leverage
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knowledge. The literature suggests that for KM implementation to be effective ther

- N+ P 1 Pl € 1q
need to analyze the fit between an organization and i*s KM objectives, Thus, i is Vls
important to understand how organizational culture affects the organization'g abiliy Cry
create and apply knowledge. It is only then that appropriate strategies can be g o

o ; . 0% designeg
cither adapt to the organizational culture or reshape it to support KM objectives. o

MSMEs generally have a flatter and less complex organizational structure with leader,

managers’ being the owners of the firm and conseq'ﬁ.entl.y the decision making ig m()stsl/
centralized at managerial level. Thus, it may be said that the l§ader's (man?ger'sy
personality, behaviors and attitude have a considcrablc;yinﬂuencc on the Implementat, ané
maintenance of KM practices. Also, in most MSMEs, the owner-manager plays a v/ g
in building the culture Suitable for implementing the KM practices. Also, MSMEg
additional problem to retain the specialized and competent employees. Thus, the
of the knowledgeable and competent employees is a‘threat to the MSMEs yy!
properly codify, store and transfer that knowledge. As a result, MSME§ need to
and follow the requisite KM practices. '

role

nave an
Cparture
eSS they
mplemeng

Review of Literature

Knowledge is the key asset for any organization (Hayek, 1945). According to Nonaka and
Takeuchi (1995), knowledge includes both the experience and understanding of the people
in the organization and the information artifacts, such as documents and reports, available
within and outside the organization. As per APQC, "Knowledge manageme=t is a business
strategy. best practice transfer, personal learning, customer intelligence, ratellectual asset
management and innovation.” As per Dow Chemical it is 'providing the ri /nt information fo
the right decision maker at the right time, thus creating the right c~nditions for new
knowledge to be created.' According to Davenport and Prusak (1998), KM is concemed
with the exploitation and development of the knowledge assets of an organization with a
view to furthering the organization's objectives. The increasing globz!ization of business,
leaner organizations, products and service convergence and vast development of technology
have made the issues of efficient and effective operation of an organization's knowledge
assets more important than ever before. Thus, KM practices are critical to creation, storage,
and sharing of knowledge, organizational learning, and performance accomplishment.

From the extant literature, Organizational Culture and Leadership style comes out to be the
two major factors affecting the implementation and maintenance of KM practices in an
organization. Schein_ (2004) concludes that organizational culture and leadership are two
sides of the same coin. Organizational culture plays an elementary role in the creation,
distribution and utilization of knowledge. One of the biggest ways in which organizationa!

systems that could encourage or impede knowledge creation anﬁ shariné.-

The literature review "‘alsg highlights that leaders 100, play an important role in maintaining
an environment conducive for KM practices that could help in enhancing the over®
organizational performance.

.T he literatures state that both transformational 2"
iderable effect on K

ious, take intellige
leaders encourage

question assumptions, be cur

3 a ; eative
% - nt ris with credt
observations, transformational ks and come e

individuals ‘to break through learni®®
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boundaries and to share their learning experiences both within and across departments
(Vera and Crossan, 2004). Transactional leaders, on the other hand, can improve the
efficiency of learning organization by putting emphasis on existing values and routines and
focusing on increasing efficiency in current practices (Bass, 1995).

Bh'flv_ani T.A. (2010) has highlighted the need of technological up gradation that would
facilitate the small firms to generate quality employment. Sarbajit Paul (2013) has
unc!erlin.ed the importance of collaboration between MSMEs, R&D institutions, as well as
Universities and the Government Institutions supporting the development of MSMEs
sector. The author further mentioned that, MSMEs can also benefit from the wealth of
technological and commercial information available in patent and trademark databases to
learn about recent technological breakthroughs, recognize future partners, and know about
the innovative activities of the competitors.

Linking Organizational Culture and Leadership styles with KM Practices

Generally, MSMEs have simple organizational structures with flatter hierarchies and
decision making is centralized at the owner's /manager's level. Also, they have relatively
smaller number of staff and generally, there exists stronger interpersonal relationships
among them. Thus, the leader's personality, behavior and attitude would probably have a
considerable influence on the implementation and promotion of KM practices. Secondly.
most likely a single organizational culture prevails in individual MSMEs. Thus, culture
and cultural fit are more profound in MSMEs than in large organizations where several
cultures may be present.

Organizational Culture and KM:

KM practices are highly influenced by the culture of the organization. Organizational
cultures are developed through a learning process of interaction with its internal and
external environment. Certain actions and procedures that have been successful in the past
build up the basis of ‘commonly accepted behaviors. Organizational culture brings sense,
orientation and stabilization into a complex and dynamic world. Its elements are transferred
by the process of socialization (telling stories, observing rituals etc.) and are not learned
consciously (Schreyogg, 1991).The culture of a group evolves and changes over time as a
result of changes in various influencing factors like business environment, leadership style,
management practices and formal as well as informal socialization processes (Schein in
Wilson, 2001). Organizational culture influences the tendency of the organizational
members to share knowledge since it involve trust (Davenport and Prusak, 2000); the
willingness to accept knowledge from others, without it being perceived as a personal
deficiency (Chua and Lam, 2005); the willingness and ability to learn on an individual,
group, and organizational level (Wu etal, 2010); the support of informal communication,
mistake tolerance, and senior management commitment (Danesh et al, 2012); openness to
change (Weber, 2007);the desire and ability to experiment, learn, and innovate (Skyrme,
2011a);the willingness to be open and honest and to admit mistakes (Pettersson, 2009):
management of business processes and reaction to external changes (Wu et al, 2010).
A “knowledge-sharing culture” is thus believed to be inherently preferred because of the
growing importance of intellectual capital to organizations and the need for effective KM
practices (Gupta & Govindarajan, 2000).
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ulture may influence knowledge shuriqg n two L'hstmgt ways. Firgt o "
lcdub sharing by creating an cnv1r0nn‘wm in which there are strop
£ ance of knowledge sharing with others. SCCOndlyony

d trust, which is quite important for °“°0ura{;igé
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Oreanizational ¢
it can influence know .
social norms regarding lhc‘lmpprl
creating an environment of caring an
indi\'idll;]ls‘ to share with others.

Studies have shown that while many big organizations have a bureaucratic culture, makip

them slower and less flexible in creating new schcmes.’MSMEs generally tend to hay "
more organic and fluid culture (Ghobadian & Qallcar, 1 )97). Such a c‘ulture may facilitag,
faster and easier implementation of KM practices. Also, 1n most MSMES, the culture i
shaped and influenced by the personality, at.lltudn and leadership SFyle of thei
owner-manager as they have a strong dominance in the firm (Wong & Aspinwall, 2003
Ihus. owners should involve themselves in emphasizing co-operation and 1.(n0wledge
<harine across the organization. They should also contribute to the creation of g
environment in which knowledge creation, dissemination, cross-boundary learning cap

flourish.

Leadership and KM:

The importance of top management's support towards the implementation of KM
practices has been ¢stablished in several studies (Heaidari, Moghimi, and
Khanifar, 2011; Khalifa znd Jamaluddin, 2012; Danesh etal, 2012). Management leadership
plays a vital role in the success of KM practices (Horak, 2001; Ribiere & Sitar, 2003).
Leadership involves influencing a group of individuals having common goal, or a larger
group encompassing an entire organization (Chemers, 1984; Northouse. 2001). KM
requires proper supervision and assistance, decision-making, and change implementation
etc. KM efforts require a clear vision (Singh and Kant, 2008; Botha, Kourie, and Snyman,
2008), policies and the example set by management (Wu et al., 2010; Tan, 2011). Leaders
act as a role model to exemplify the desired behavior for knowledge sharing and affect the
process and achievement of an organization's learning. Indeed, transformational leadership
has positive effect on encouraging and emphasizing teamwork spirit and involvement
Leaders can not only improve the efficiency of the organizations by emphasizing on the
existing values and routines and increasing efficiency in current practices, to enable them 10
foster rule-based ways of doing things (Bass, 1995) but can also encourage individuals ©
break through learning boundaries to learn new things and to share their learning
experienges both within and across departments (Vera and Crossan, 2004). Motivating
Soopeyatlve beha\fior among employees is one of the key managerial issues because
creating and sharing knowledge are intangible activities that can neither be supervised /i

forced out of people and can happen onl untarily
(Stauffer, 1999). pp nly when people co-operate VO

Since MSMESs have a simpler, flatter structure with minimum hierarchy. facilitating chang®
initiatives may be relatively easy across the organization. Thus. in I\ZéMEs such settiné’
help the leaders /managers (who in most cases are the o;Nners, supervising almost ever)
aspect of the busmess) to become the role models and to set oc;d eiam le by showing
desired values, behaviors and culture required for encouragingg the know}l)edge managemen

practices. As there exists few layers of ma Es, the

7 : . nagement and isi " S
decision making chain is often shorter (Ghobadian & Galldem?l9o9n7mak; rlsa:crilers/ manage
bemg the owner in most cases, contro i s MSMES.

Is the decision-making. However, in most
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the owner-managers are found to lack the required managerial skills and competence due to
little formal management training (Morrison, 2003). Also, most owner-managers of small
firms do not understand the true concepts of KM (Frey, 2001; Mc Adam & Reid, 2001).
This may hamper their understanding about the importance of KM and thus may slow down
the implementation of KM practices. An owner-manager who is both dictatorial and not
committed can be problematic when implementing new initiatives (Achanga, Shehab, Roy.
& Nelder, 2006). One who likes to hoard knowledge, control almost every aspect of the
business, does not trust his/ her employees or punish the mistakes may hamper the smooth
creation of a knowledge sharing culture as compared to a one who is more of open,
democratic, trust his/her employees, welcomes innovation . '

Thus, it is mainly the leaders' responsibility to motivate individuals, frame organizational
objectives, and preserve the groups' and organizational culture. So, the challenge for today's
leaders is to develop and maintain such a culture which actively encourages and facilitates
KM practices. Thus, in most MSMES, the owner-manager plays a vital role in building the
culture suitable for implementing the KM practices. Unless and until they understand and

internalize the concept properly, it is difficult to implement the concept in the rest of the
organization.

MSME in West Bengal: Background

Micro Small Medium
Manufacturing: Investment in Plants & | Up to 25 | 25lakhs to 5 | 5 crores to
Machinery lakhs crores 10 crores
Service: Investment in equipments Up to 10(10 lakhs to |2 crores to

lakhs 2 crores 5 crores

Table 1: Definition of Indian MSME

The Micro, Small and Medium enterprises (MSMEs) play a crucial role in the overall
growth and development of industrial economy of the state and the nation as a whole.
MSME:s constitute more than 80% of the total number of industrial enterprises and support
industrial development. MSMEs contribute nearly 45% to manufacturing and about 40% to
the Indian export sector. Their contribution to the Indian GDP is approximately 8% and the
sector has registered growth rate of 10.8%. Indian MSMEs have moyed up from the
manufacture of traditional goods including leather, gems and jewelry, agrlc‘ultural goods to
the manufacturing sector. Though the Government of West Bengal with the help of
Government of India has introduced various schemes to develop and expand this sector,
MSMESs in West Bengal are still facing numerous problems like sub-optimal scale of
operation, technological obsolescence, supply chain inefficiencies, increasing domestic and
global competition, fund shortages, change in manufacturing strategies and turbulent and
uncertain market scenario. To survive with such issues and compete with large and global
enterprises, MSMEs need to adopt more innovative approaches in their working.

With globalization, there is an urgent need of a dynamic and self-sustaining cglture of
Innovation and cluster based approach for the development of MSMEs. Today's world
economy has been characterized as a “Knowledge-Based Economy™ with knowledge being i
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| learning being the most important process. (f()mpm.,
access to physwal resources and more Fr()mllva
ili - roanizations and societies to generate ideas and to tmnslalg them into €COngp:
ot In the fast moving global order, knowledge and“lnlcllcctual sk i
critical to create and improve products and §crvic_cs. dCVCIOP,m(.)rCfiIhcwln‘tddl‘mib““(m h
marketing methods and ensure .cuslomcr satlsfafzt.lon. NCV://\V;/:;I);S“S;Cd né)vcch ge ma_”agﬁmem
and application are needed to improve .competllt‘lver‘less. o s ’gt bonomy IS not jq
about accumulating information, but optimal gllllzatlon of knowledge to boost pcrfofmancq
which can be enhanced with proper KM practices.
competitive market, knowledge and_ its managemen; ik
become the inevitable way to generate comp;titive advantages in small and Mmediyp,
enterprises as well. It is important for state's contlpu§d economic development that MSMEs
15 one of the main sources of wealth, manage their intangible resources to keep on creating

ue. both business and social, and gain competitive advantage.

ant resource anc

the most import : . e
advantage these days 18 derived less from

. VMg
and social value. ills gy,

Iherefore, in today's highly

val
Characteristics of MSMEs:

MSMEs are generally characterized by simple and less complex structure mostly manageg
by its owner. flexible and adaptable business processes, modest.human resources ang
c;;pcrlisc. smaller customer base, etc. Organizational “amnesia”’ 1S a natpral feature of
MSME:s as they often fail to retain knowledge acquired and lessons learned in the past, ang
are highly influenced by employee turnover (Elissaveta Gourova, 2010) and most MSME;s
are labor intensive and rely on outdated technologies, traditional management practices
(Singh et al ,2008). The basic values of the employees belonging to MSMES are trust, cost
consciousness, agility, risk taking ability, centralized decision making, culture of driving
business by intuition and relationships rather than facts and professionalism. MSME;s
generally exhibit informality which is exemplified by lack of written management
procedures and practices (Kotey and Slade, 2005). Usually, the values of the owner of small
businesses are the expected values or culture of the organization. Consequently, the owners
play a more critical role in the development of their business than owners of larger
businesses (Shuman and Seeger 1986; O Farrell and Hitchens 988; Wiklund 1998a, 1998b)
and this perhaps is one of the most important aspects restricting the growth of MSMEs as
there is a dire need for change in the organization culture to match the challenges of
business. MSMEs generally lack the understanding and ability to determine the
competencies that are required by an employee to fulfill his role and gain competencies and
skills. These skill gaps are found to exist at various levels.

Table 2: General characteristics of MSME

Ownership Structure

g’lost]y started, owned and dominated Flat, Simple and less complex

O,V ’entre‘preneulrs _ structure  with few layers of
wner is mostly the strategic decision management and hicrarchy

maker and decision maki i - .
. mng is Flexible struct information

generally centralized - - cture and i E
Directiv
%tylcc:rlmt;c E::Svarl,j::mﬂl management Multi-tasked owner-managers
i Division o ivitios limited and
Modest management skills and ncloar f activities lir
competency

& Low degree of specialization - more
generalist
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" Culture and behavior [

[
|
Organic, unified and fluid culture
Departmental / functional mindset
Corporate mindset is less prevalent
Organizational / work

|

culture s |

influenced by owner-managers' ethos |
and outlook [
Results oriented |

Systems, processes and procedures

Simple planning and control system
Informal evaluation and reporting
system

Flexible and adaptable processes
Focus on

routine operational

processes &less focus on strategic
processes
Activities and operations are less
governed by formal rules and
procedures
Low degree of standardization and

formalization

Human resources

Modest know-how with less expert
professionals

Training and staff development is
likely to be ad hoc and small scale
Closer  and informal  working
relationship

Mostlv people dominated
Customers and market

Usually reliant on a small customer
base

Mostly local and regional market -
few international

More frequent and closer contact
with customers

Many know customers personally
and sociallv

Challenges regarding KM implementation & maintenance in MSMEs:

Among the several challenges for KM introduction, the most relevant to the MSMEs are as
follows (E. Gourova, A. Antonova, N. Katsiadakis, 2007; M. Lefebvre, A. Antonova,

E. Gourova, 2007):

MSME owners/ managers are often found to lack time and resources to focus on the
capturing and sharing of organizational knowledge management practices.

MSME owners/ managers are usually highly involved in the operational activity and
barely support the KM actions and tools actively.

Lack of awareness regarding technology solutions and tools available to cater their
various needs

MSME managers are generally quite apprehensive to s}}qre knowledge, as they think
doing so may lead to lose the company control, competmve.advan.tage and information
may flow toward competitors, etc. Lack of knowledge sharing attitude can also be seen

among the employees as well.

Often MSMEs do not possess the necessary in-house resource person for implementing the
KM initiatives and need an external expertise.

Lack of experience among the senior management, and management resistance.
Lack of financial resources

S——  Bysiness Research and Information Centre, NSHM Business School, Kolkata A E——
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Approaches to KM in MSMEs

[he implementation of know]cdgcf 1;2 " ugh 4
. P : acl The “NCPAQLPR . Orale i
challenging task. The processes O ; . il
24 N R es, auditing a 1ld,
awareness about KM, determining 1ts intended ()lJIICOIi1:1 e lber:: :/.allllng th Dregl?g
knowledge assets and resources, and finally, develop 5 ~dd vglue 1“ INg the heg suﬁm
KM solutions in order to enhance knowledge an 0 the Organ; teg

. 4311()n
(M. Handzic, 2004).

N s . st SMEs. some important acti
Considering the specific characteristics of MSMEs p 10ns that ¢,
taken in order to ensure KM success are:

anagement practices in MSMEg j

£ S S a tg
M introduction in MSMEs incor

ld b

Convincing the owners / managers about the benefits of KM, in order to ensyre their ful
support for KM implementation.

Building KM awareness among employees at all levels about the needs and benefitg of
the KM implementation within SMEs; addressing the need of management approaches 1,
cope with timely and quality information and knowledge flows.

Developing a suitable and practical KM approach which reflects the organizational ang
cultural aspects

Aligning the KM activities with the business strategies in order to ensure optimal benefits
for the organization.

Creating a short term and visible impact of the KM program that would help in
overcoming the resistance and gain further support for KM.

Ensuring non-financial and, if required, financial benefits to motivate the employees
towards the KM initiative

KM Practices to be followed in MSMEs:
The various KM practices that the MSMEs may regularly follow are:
® Collaborating more with the industrial a

recent knowledge about market, custo
needed resources.

ssociations such as CII, BCII, etc. to gal“ﬂ
mers etc. and also to gain expertise and 0t

Optimum utilization of the knowledge gained from the competitors, customers and supplier
Collaborating more with the universities and the research centers

Encouraging experienced and veteran ¢ ’ ; .o or 168
: mployees h novice
experienced employees ployees to share their knowledge wit

8 ey —  Business Research and Information Centre, NSHM Business School, Kolkatd
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Dedicating resources to identify and obtain external knowledge (technological vigilance)
Regularly updating the databases of best practices, lessons learned etc.

m Technology tools like SMS, digital newsletters and e-mail can be used efficiently market
their products and improve their market share.

5] 'I‘cchno'logy up—gradation in packaging, skills up-gradation/ development for modern
marketing techniques, competition studies of threatened products, identification of new
markets through state and district levels, local exhibitions, trade fairs, corporate governance
practices, marketing hubs etc should be done on a regular basis

m Knowledge Sh&ﬁﬂg and enhancement through MSME cluster formation should be
cncouragc\d..(.Fhe Sports Good Foundation of India (Jalandhar, Punjab) established a
common facility for mechanization of soccer ball stitching under UNIDO assisted cluster
development programme. The facility perfected the technology for machine stitching and

later served as a skill development and technology transfer facility for the member firms.

As aresult, this'cluster got a product competitive to China and almost 40% of soccer ball
exports from this cluster are of machine stitched balls).

Benefits of implementing KM practices in MSMEs:
Optimal utilization of knowledge would enable the employees to develop ideas about:

® how to take advantage of future market opportunities
® how technology might facilitate new product/process developments;

® what currently untapped resource or competencies will enable the business to meet these
opportunities etc

B how the organization could operate differently to be able to deliver competitive
advantage in the future; e.g. product and service improvements and new developments.

B how to explore the foreign markets

Thus, MSMEs can gain a lot from the proper implementation of KM practices. Some of the
benefits may be:

B Better financial performance

Enhanced employee skills and performance
Enhanced employee creativity

Improved customer orientation

Enhanced motivational level

Saving of time and cost

Improved quality and speed of decision making
Process improvement

Enhanced level of innovation

Better quality level of products and services
Better understanding among employees
Improved bargaining power against suppliers and customers

Business Research and Information Centre, NSHM Business School, Kolkata  n——
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B Improved relationship with investor ‘

A e or the ¢ het1tors.
B Gaining competitive edge over the comj
B Enhanced organizational memory
Conclusion:

I'he Micro, Small and Medium enterprises (M_SMI'JS) in West Bengal play q Crugy) "

- overall growth : svelopment of industrial economy ofthe' state and Ultimggg), )c},
the overall G i ‘ominent position in the nation with regarq . ¥ 0ff,
nation. Though West Bengal has a prominent p . bl I ard t Streng
and volume of MSMEs, they are still faced with ‘many problems like lack of, QQSSVI’
global markets, low technology levels and lack of access to modern teC.hnology‘ ]ack (‘:
skilled and trained workforce, lack of awareness programs ?bOUt .dlff?TEHI Scherr..
available for entrepreneurs, high cost of credit, supply chain l_nefﬁC‘enCICS, i”Creasi;.‘,
domestic and global competition, etc. MSMEs may not compete Wlth large Organizatjq, 1‘
terms of tangible resources (labor, physical infrastr}lcture, technolog1e§ etc), but know]e d%‘
as an invaluable resource could provide them with many beneﬁt§ if properly aCquireg
stored, shared, utilized and leveraged. The KM approach and practices adopted shoulq bé
aligned with the business goals and objectives. Thus, MSMEs need to more actively adop
the various innovative approaches in their working. The implementation and maintengyg
of KM practices depends tremendously upon the culture and management support amop,
other factors. In most MSMEs, the leader or manager being the owner of the firm p]aygg
critical role in the implementation and preservation of KM practices as he/she is the
ultimate decision maker. The leader may create a knowledge friendly culture and motivate
the employees to adopt the requisite KM practices. So, it is essential for MSMEs in Wes
Bengal to properly manage their knowledge resources by encouraging leaders to take up the
requisite KM practices and creating a more knowledge friendly culture.
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REVEALED COMPARATIVE ADVANTAGE: AN ANALYSIS FOR
GEMS AND JEWELLERY INDUSTRY OF INDIA & CHINA

Mamta Pankaj Jain
Dr. Shikha Sharma
Chitralekha Chatterjee

Abstract

This paper compares the export competitiveness for Gems and Jewellery industry of India
and China. All the values for export and import of commodities have been taken from the
International Trade Centre (ITC) online database for the study period 2001-2013. The
Revealed Comparative Advantage (RCA) indices were calculated for 2-digit level of HS
Classification, i.e., Gems & Jewellery (71) and also for 4-digit level of HS Classification to
get a detailed and in-depth study of the various commodities, 7101-7118. We found that
India has relatively better comparative advantage than China in the Gems and Jewellery
(71) industry on 2-digit level. China holds a comparative advantage on eight commodities
out of eighteen commodities of Gems & Jewellery industry at four digit level of HS
classification as compared to India which hold comparative advantage in six commodities
on four digit level.

Keywords

Gems and Jewellery, Export Competitiveness, Revealed Comparative Advantage

Introduction

The Gems and Jewellery sector has been one of oldest sectors traded by most of the
important economies of the world. This sector has worldwide importance due to the
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ement imbibed in it. Every nation has been producing jewellery ;
talented craftsmen the laborious works such ag Iclce ang,
d diamonds has gained immense importance 0verum 0 a:é
f, has been extremely vital for Indian ecOnomthe cay
d back from recession and over the last f, S W)
(2010-13) has achieved a sustainable and annual GDP growth rate of 5% (WOrllg yearg
2010-2014). The growth rate has been highly influenced by the Export sector jtsel
total exports of India re US $13,872mn which has gained Consiedf' The
momentum over the last two decades and has now reached US $336,611mn, , Crab,
trade accounts for 53.23% of India's GDP (WITS, 2013). > Herefor,

India has been a late entrant in the Gems & Jewellery sector and it took quite some ¢
establish itself and have a foothold by incorporating the traditional designs Z;eto
with international designs. The industry got a boost with the establishment of the Var_ong
export processing zones by 1990, especially the Santacruz Electronics Export Procesls(')us
Zone (SEEPZ) in 1987-88 which the government permitted for the manufactyre mﬁ
exports of Gems & Jewellery due to the industries' pollution free nature accm?:l
(SEEPZ, 2013). The sector accounts for 13.9% of the country's total exports (WITS, 2013)5
As the cutting and polishing industry of diamonds is well supported by the Gover :
. : nment of
India. India has emerged to be the world's largest cutting and polishing centre for diamonds
with a share of 65% by value, 85% by cartage and 92% by number of piects
(GJEPC, 2015). The industry, by 2015, is also forecasted to produce US $35bn of revenue
from exports. Among the top five products that are exported by India, Diamonds, not
mounted or set (7102) and Articles of jewellery parts thereof (7113) are two such products
that are exported by India to a large extent, that is, US $27.08bn and US $9.57
respectively (WITS, 2013) The Gems & Jewellery sector is mainly dominated by some of
the powerful nations like the USA, the UK, India, China, Thailand, Belgium etc. The top
export partners of Indian Gems & Jewellery are UAE, China, USA, Belgium, Isral
I'hailand, Singapore, UK and Japan. The importing markets of Indian Gems & Jewellery
sector are.Switzerland, Belgium, UAE, Hong Kong, South Africa, UK and USA (WITS,
2013). Thns industry has recorded an exceptional growth over the last forty years with It
exports_increasing from US $28mn in 1966-67, when the Gems and Jewellery Expt
Promotion Council was established, to US $35bn in 2013 (GJEPC, 2013). BY 2018, ¢
sector is expected to grow by US $80.59-85.43bn (IBEF 20153 [rrespective of
competition from China, with increasing initiatives by thé privat'e sector along wil
government efforts and incentives, the Indian Gems & Jewellery sector is eXPeCted i

grow at a CAGR of 15.95% over the period of 2014-2019 (IBEF, 2015)
India's immediate competitors in this sect : . i g e
; ; ot have bedlENUSA, the UK, Chir? an®
LTJ }/‘XE. For China, this sector accounts for 4.3 of the country's tot;ﬂ lc;‘ipoﬁs (WITS’ i3
g e tg{? expglliwpartnqrs of Chinese Gems & Jewellery are Hong Kon USA, Japah Orej
Sglrl)tl;l /i(;'r?(?a J alays;g And the importing markets of Chinese éems ?1,, Jewel,ler)’ secto?
B s o il 1o Republic, India and USA (WITS, 2013). India has a hue? “ﬁfg
comparedpto Chliln;lseesri?ci}:lollt;nvtvl}?l ¥ S}l:cceSSfu“y estaliigh ’its mar'ket for diamond'sa;"”d
; ’ ' en it has gained a hi erp D el
I:Saggailzelglum. The country's advantage w%uldeli i _hlgher ra.nk over the A ntV\;rfIéts as w

g value to the current market €in expioring 0eW target

he Gerﬂ“\

So this study has been
Y undertaken to analyze the export competitiveness of t -

artistic el
times. With the increase in
polishing of precious stones an
The Gems & Jewellery sector itsel
[he Indian economy has bounce
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vaclluy\&cclor of India and. China. From this study an analysis of future markets will also
be done for bplh the compghng countries, where the competing countries can explore the
target market in order to gain additional export advantage.

Literature Review

The Gems and jewellery, in different countries over the years have been through different
dimensions, and have also been affected by different religious and cultural domains. In
India, the traditional craft still has an important role in most Indian rural household. The
craﬂwgrks in sugh households are not just for artistic pursuits, but are also a major source
for their occupation. Sundaram (2001) gave a descriptive analysis of the potcnliai of Indian
Gems & Jewellery Industry. In his research, he stated that with regard to exports of Gems
& Jewellery commodities, India has performed outstandingly over the years if volume of
foreign exchgnge earned every year is considered. But he also clearly said that India needs
an upgrade in its quality of Jewellery while keeping in mind the requirements of the
Furopean countries. Indian Gems & Jewellery exporters have recently started to participate
in the International Fairs which have earned them requisite feedbacks. The export industry
is also looking at newer markets such as Europe & Australia in order to reduce the
dependency on the US market.

Garga (2002) gave an overview on the numerous aspects of promotion activities related to
exports, hidden potential of India's major exports as well as how India can increase its share
in world exports. He studied and analysed the crucial products for exports, such as, Indian
handicrafts; jewellery; readymade garments; electronic goods and others. He stated that
India's upcoming Gems & Jewellery industry has two loosely defined sectors which are.
firstly, the Exports Processing Zones (EPZs) comprising of 100% export oriented units and
secondly, the Domestic Tariff Area (DTA) which caters not only to the Indian domestic
needs but to international markets as well. The Indian gems and jewellery products are
exported to a large number of world markets such as UAE, Hong Kong, the USA, Belgium.
Israel, Thailand, Singapore, the UK, Japan, Australia and Switzerland.

Gems & Jewellery Industry is one of the extremely global industries by nature (Mukherjee.
2008). It is clear that this industry has well distinguished sub-sectors categorised as
gemstones, jewellery & pearls. This industry is one of the traditional industries and has been
hugely impacted by numerous developments such as immense increase in competitions,
dying down of trade barriers, change in customer taste and preferences and the major changc
being development of technology. Over the years due to variou_s regulators gnd ‘ change in
trade policies, the supply sources have become fragmented, Wthh resulted in hike of raw
} materials prices. Studying these aspects, she forecasted that India has an immensc potential
{ o rise as the Gems & Jewellery hub as it has the best and the largest artisan workforce for
VE designing and crafting the jewellery of the world. With various skill development

programmes taken up by the Ministry of Commerce Goyemn}em_ of India, I}:HS sector
can do a great deal in quality management, professionalization as well as building
Capacity in the domestic and international front. This was also supported ‘by (Research and |
Markets, 2011) which stated that the reason for India Gems and Jewellery .mdustry to be one |
of the world's most competitive market is because of the abundance of skilled labour which |
leads to Jow cost of production. Not only Government support, the various forms of |
establishments along with other incentives provided by Special Economic Zones (SEZs) has

been a major driver for this industry.
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an Gems and Jewellery indust
£ 10-15% per year and an increase l;}) ]tllm t\l/O]u’g:e Of expor ¢
10 L 26 billi 2011, ther T Lot [y
US$25.4 billion in m: vear 2009 to US$46.36 b‘.““’r;(‘j’: iiftled VethL milcatm,ai’ﬂ
$325.4 bulK e -+ dimension was N g
increase of an enormous 257 ALII]%\L")I S”Ilfiﬂ?én in 2009 to USS$ 8.2mtilﬁo§ Porg,
. 5 : o QP T i o 9 . m2
Russia for 2011 increased from sted that a joint tr. 0y
inlali\i:‘alinv net increase of 162%. The report also f?r§52:130% of gjlobal d?g;belween In i
& (‘hinabcould be beneficial which could accoun ond Marke;
2015. :
: .« used to understand the internatig
The theory of ¢ arative advantage 1S use : nal
[he theory of compat ¢ advantage has been named the 'deepest ang

attarns The CONCE i tiv : m
patterns. The concept of compara oy ; 0
beautiful result in all of economics (Findlay, 1987). It gives an understanding thy i,

country is good in the production of one good also having tbehlohwclst opportunity Cost ang
another country is good in the production of an'()the.r good with the lowest opportunity ¢,
in it. then both the countries should trade. David Ricardo gave the concept Of_ comparaiy,
trade advantage for the first time in 1817 with the example of commodities such
cloth and wine being traded between the countries England and Portugal.

The Ricardian model was attempted to make it more generalized by' Heckscher-Ohlin, A
per his theory, a country's comparative advantage is assessed by its factor endowmen
ratios. that is. relative to the rest of the world. Balassa (1965) gave the widely use
approach for analysis of Revealed Comparative Advantage, the Balassa Index (BI). He
argued that when the factor costs for a country were unavailable, the exports of the county
could give the comparative advantage as they reflect both relative costs and difference in
non-price factors. The BI is in general, an index of revealed export advantage (RXA)
which can be expressed as:

' + that the Indi
Shah (2012) stated in his report that the

showcasing a growtl

Urag

Equation (1) -

le /ij

RCA = RXA =
XI/XH'

Where,
X, = i"country sex '
i untry sexportofproduct; ;
Xwj = worlde.x'portofproductj :
X, = totaIexportofcountryi .

Xy = totalworldexport

The magni o ‘
Ane ngéinglrlg:tgf ltlllx(;rcm)ftl;e I}CdA index ranges comes from zero to infinity (0 < RCAé‘ooi:‘
B | whersis O lesrl 1;ates Revealed Comparative Advantage in PrOduC” i
product j in world market B on 1 means country j h gt disadvant? ot
et. BI has been yseq wid has comparative acade”

ely in several reports an !
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publications but it has also been through various criticisms which led to several variants of
the prlglnul BI. It was also argued that RCA is biased due to the omission of imports,
particularly when country-size is important (D.Greenaway & C.Milner, 1993).

Since the RCA produces an output which cannot be compared on both side of unity. (Dalum.
Laursen, & Vlllumsgn. 1998), (Laursen, 1998) and (Widodo, 2009) obtained Revealed
Symmetric Comparative Advantage (RSCA); this measure ranges from — 1 to 1.

Equation (2) -

GA=]
RSCA = ——
RCA +1

Laursen (1998) measured Symmetric RCA (RSCA) in order to overcome difficulties while
using RCA values in statistical models. When the RSCA index of country i above zero, it is
said to possess comparative advantage for product j. On the other hand, RSCA index of
country below zero is said to possess comparative disadvantage for product j.

RCA alternative (Vollrath, 1991), suggests the possibility of simultaneous exports and
imports for a commodity. The Vollrath (1991) index which holds for double counting in
world trade has been used in this analysis. Vollrath (1991) proposed three alternative
specifications of Revealed Comparative Advantage. In this study, the first of these measures
is used which is the Relative Trade Advantage (RTA), and it holds true for imports as well
as exports. It has been calculated as the difference between Relative Export Advantage
(RXA), which equates to the BI, and its counterpart, Relative Import Advantage (RMA).

Equation (3) -
RTA = RXA — RMA

Where, RXA = Equation (1) and
Mij/Mu')
RMA=— ———
M!'/M\\'

Where M represents imports

Thus

X,]/X“v} _MIJ/A,IM_]
Xi/X\t’ MI /‘le\'

RTA =

If the measure of RTA index is positive it shows that the country has a c‘ompetitivc Trade |
Advantage in the product, while negative value would indicate Trade Disadvantage. |

Research Methodology

As the focus of the study is to assess the Export Competitiveness of Gcms & .I_cwe]lery
Industry for India and China in the world mark_et, the ~ comparative indices are
calculated separately for all Gems & Jewellery commodities and for entire Gems & Jewellery

Business Research and Information Centre, NSHM Business School, Kolkata  e—
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industry as a whole. All the values for CXPOﬂ.and Import Off COanodmeS haye o

from the International Trade Centre (ITC) on.lmC database o the study Period 2001ntaken
Ihe RCA indices are calculated for 2-digit level O.f HS. Clasmﬁcatlon, Le, e\ U
Jewellery (71) and also for 4-digit level of H.S'ClaSSIﬁcl:a;l;)?gto get a detaileq an s g
comparative study of the various coml.no.dltles., 7101- - It s also neCeSSamore
understand that RCA indices do not work in isolation. They may Sometimes be i, ery )
by government interventions. Vollrath (1989) suggested that goveIRment ln'tervemionsnced
competitiveness are inversely related, Wh}C.h means that a commodity Which rev:nd
comparative advantage can be more competitive if markets are more open. d

I'he Revealed Comparative Advantage (RCA) 1ntrqduced by '(Balassa, 1965) hag be
used to analyze the competitive advantage of th; Jewellery mdustry.fo‘r India ang ietn
immediate competitors. The RCA is an economist's tO(')l. that helps in 1dentifying ths
particular industries or sectors that possess a competitive advantage in q coumry':
economy. In order to get a more symmetric result which could be compared on both Side
of unity, the Revealed Symmetric Comparative Advantage (RSCA) by (Laursen, 1998) i
also studied.

Furthermore, since RCA showed trade patterns by considering only the €Xports of
country, the Relative Trade Advantage (RTA) (Vollrath, 1991) is also studied which gives
the trade patterns by taking into consideration both imports and exports of a country,
Since the study deals in the number of alternative RCA indices, it can produce varying
results varying conclusions. Thereby, correlation analysis was performed to check the
consistency of the result obtained from alternative RCA indices. The consistencies of
these interpretations are measured by Karl Pearson's correlation coefficient for
consistency of cardinality and Spearman's rank correlation coefficient for ordinality
suggested by (Balance, Forstner, & Murray, 1987). The former finds out the extent to
which a country possesses comparative advantage in a product, while the latter finds out
whether the RCA index provides a ranking of products by degree of comparative
advantage. The coefficients values closer to one for each test indicate that a pair of
indices is consistent as a cardinal and ordinal measure of comparative advantag
respectively.

Data Analysis & Discussions

The study analyses Export Competitiveness employing Balassa's (1965), Laus®
(1998) & Vollrath (1991) index at 2 & 4-digit level of HS Classification of the Gems

Jewellery Industry for India and China for the period of 2001-2013. The analysis &'*°
clear view about the commodities in which the countries are having comparative advantag:
in the Gems & Jewellery export for the study period. The three RCA indices thatfﬂlrlr
demonstrated in this study have been calculated with export and import data for thfj't?oﬂ
countries, and the data has been taken from International Trade Centre (ITC)- In ad lcv

to the indices, the tables below present the average RCA, RTA and RSCA indices 2"
for Gems & Jewellery Industry at 2 & 4-digit level. : s
A commonly use{i measure of industry specialization, on the basis of export datﬂé 9
revealed comparative advantage, often referred to as the Balassa Index (BI) (Balas.sa’-zatioﬂ
The Balassa Index gives the direction of trade flows and reveals a ¢ ountry's Specmhf s

; "
patterns and therefore the revealed comparative advantage, but, not the sOu 2
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advantage. The Bl is calculated as the share of a given industry in a country's exports to the
share of the same industry in total world exports. The Balassa Index does not differentiate
among the destinations of exports, whether they are regional or international. Vollrath
(1989) developed the "Revealed Competitiveness" (RC) index which incorporates both
imports and exports. Laursen (1998) calculated the Symmetric RCA (RSCA) since the
RCA was unable to produce an output that could be compared on both sides of 1. Thus.
RSCA !a_kcs values from - 1 to + 1. The focus of this study is on the Export
Competitiveness of the Gems & Jewellery Industry for India and its immediate competitors
USA, UK and China by considering Balassa's, Laursen's and Vollrath's indices for a time
period of 2001- 2013.

Revealed Comparative Advantage of India
RCA Index

According to the Table 4.2 we can see that, India holds a comparative advantage on nine of
the products of Gems & Jewellery industry at four digit level of HS classification i.c..
7101- 7118. Diamonds, not mounted or set (7102), Articles of goldsmith's/silversmith's
wares & pts (7114), Articles of jewellery parts thereof (7113), and Precious &
semi-precious stone, not strug (7103) hold the highest comparative advantage among all the
Eighteen gems and jewellery products. Out of the above four products, HS-Code 7102
shows least variation of 17%, thus giving a major advantage to the Diamond industry. The
result tells that India has got an Export Competitiveness in diamonds which gives India an
edge over others. Pearls, nat or cult, etc (7101), Syn/reconstr prec/semi-prec stones, not
strg/mounted/set (7104), Dust & powder of precious or semi-precious stones (7105).
Imitation jewellery (7117), Coin (7118) are the other commodities that have their RCA
index above 1 and thus shows export competitive advantage. The RCA values thus infer
that India has export competitive advantage in nine commodities and disadvantage in the
other nine commodities which are Silver, unwrght or in semi-manuf. Form(7106), Base
metals clad with silver, nfw than semi-manufactured (7107), Gold unwrought or in
semi-manuf forms (7108), Base metals or silver, clad with gold, nfw than
semi-manufactured (7109), Platinum, unwrought or in semi-manufactured forms (7110),
Base metals, silver or gold, clad w plat, nfw than semi-manufactured (7111), Waste & scrap
of precious metal (7112), Articles of precious metal or metal clad with precious metal, nes
(7115), Articles of natural or cultured peatls, prec/semi prec stones (7116).

RSCA Index

Table 4.3 shows indices for Laursen's (1998) RSCA. India holds Revealed Symmetric
Comparative Advantage in six commodities and the highest in Diamonds, not mounted or |
set (7102), Precious & semi-precious stone, not strug (7103), Articles of
goldsmith's/silversmith's wares&pts (7114), Articles of jewellery parts thereol (2113). ‘
Diamond has the least variation of 2% which thus makes it have hlghcst.}:xp.ort |
Competitiveness for India. RSCA take values from -1 (when RXA tends to infinite,
w}.m':h indicates absolute export advantage) to + 1 (when RXA is zero and exports are l
minimal). The Table 4.3 values confirms the values of RCA of Table 1. by showing
adva}ntage in exporting commodities Diamonds, not mounted or set (71.02). Precious & ’
Semi-precious stone, not strug, (7103), Dust & powder of precious or semi-precious stones ‘

Business Research and Information Centre, NSHM Business School, Kolkata ————
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of (7113), Articles of goldsmith's/silvemm.

These commodities have a cleg,. .
wares&pts (7114), Imitation J o | The commodities Pearls, ng: erxp()n
advantage as their mean RSCA values are Jset (71 . o
i?c\ E];Il(l)élt) l;\}::/Lrléconstr prcc/scmi-prcc stones, not S'lrg/ nggsgge ilg ng)ki)é gozm (7”8) 0
the other I.uar;d though showed Revealed C(?mpara:;\’eof G kliieseand éi;ethe RSQ\
index deals with the shortcomings and Z{S-yg;n;vi}rllg B it o b:, n,?, Mor
appropriate result for export competitiveness by & . 106 een.
agfi *pl. Commodities Silver, unwrght or 1n Sc]ml-r?arsl?lgel;orga(g (ivi)t’hG(;lodl(;an;rt?ugh‘ o
. S 2 SR " ase metals 0 ) d 5 " {

in semi-manuf forms (7108), Bas B salsalad with prsiad me}::ln

. 5. ”
.d (7109).Articles of precious meta : _
ed ( ) isadvantage continuously for the study period and thyg @

1

parts there

ewellery (7117)-
earer to

(7105), Articles of jewellery

semi-manufactur
nes (7115) have shown Export D
not have significant export advantag

RTA Index

Table 4.4 shows the indices for
Relative Trade Advantage (RTA).
which are Pearls, nat or cult, etc (7101),
& semi-precious stone, not strug (710

e for India.

Vollrath (1989) alternative specification for RCA, ;.
India holds relative trade advantage in ten commodities
Diamonds, not mounted or set (7102) and Precioys

3), Dust & powder of precious or semi-precious

stones (7105), Base metals, silver or gold, clad w plat, nfw than semi-manufactured (7111),
Waste & scrap of precious metal (7112), Articles of jewellery parts thereof (7113), Articles
of goldsmith's/silversmith's wares&pts (7114), Articles of natural or cultured pearls,
prec/semi prec stone (7116), Imitation Jewellery (7117). All the other eight commodities
have their mean RTA value <0, thus showing a Relative Trade Disadvantage in the Gems
& Jewellery sector. Both the commodities Silver, unwrght or in semi-manuf. Form (7106)
and Gold unwrought or in semi-manuf forms (7108) have relative disadvantage
continuously over the study period. This says that both the commodities are not
advantageous for India as they have shown signs of repeated trade disadvantage. Both the
commodities also show repeated comparative disadvantage of -0.85 and -0.91 respectively
from the RSCA indices (Table- 4.3). Thus the two commodities are not of much significant
importance for India. The increase in the number of commodities from six as seen in
4.1.2(b) having Export Advantage to ten commodities having Relative Trade Advaniag
suggests a contradictory result which states India does export the four commodities (Pearls,
nat or cult, etc (7101), Base metals, silver or gold, clad w plat, nfw than semi- manufactur®
(7111), Waste & scrap of precious metal (7112)), Imitation Je 11 7117) but the fo¥
;:lgrr}mlmdodities_doesn't hold an Export Advantage in, the RSCA T:lv)(lee ir>3/ 2(18 su)ch because O

igh domestic consumption as Indians are fascinated with Gems & Jewellery from &

ancient times. So, these commoditie :
e s only possess trade advantage, and not €XP°

Revealed Comparative Advantage of China
RCA Index

From Table 4.5 <
out qf eigilteenwceoizrr]nf)iieitti}elzt of Gems & ] ‘ive advantage on eight commodlt;{ ‘
classification i.e., 7101-7118. Pearls, na ewellery industry at four digit leve Ociolls

: . t
or semi- precious stones (7108). Sl o r(,)r cult, ete (7101), Dust&powder ;)rfl pégl()é).
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Articles of jewellery parts the
y reof (7113), Arti .
wares&pts (7114), Arti , _ Articles of goldsmith's/silversmith's
(7115), Articles o)f natrlzlr(:leso of precious metal or metal clad icv(i)th Sr:?i‘g’isl/iﬂ;]t‘r:rrnhf
_jcwellery(7]]7) hold Compararti\(;sl:llclir\/eadntpearls’ EreC/Semi prec SlOnCS(7116) lltn?lz‘ilri](t;
the eighteen g : age as their mean RCA val g ;
Code-2371 ] 7(151?:23;:%]:‘/\\/&5}2% p;odua:s. Of the eight produclsvfnléiiii?ejlaabrg(»)'zgl?g
. : as the mini ol _ 18
mean (1.83) and is thus more reliable for exp(l)rrlllrll;ilr: g;rlcaglc(i): (21%) with respect to its

7114 (Articles of goldsmith's/si ith' .

or metal clad wi%h preciguss/siil:/eetgslmnh 3 War%&l?ts) ar}d L (/.\n.idcs of precious metal
espoctively) with respect ctal, ne?s) that has a higher variation (116% and 134%
o prec/semp ct to their considerably higher mean (1.66 and 1.88 respectively)
.1 i rﬁeans : hOlli-prec stones, not sFrg/mounted/set (7104) have RCA mean cqualfm.
ol . ; no S.pecmllzatlon or no disadvantage for export of the
semi-prec?éus S(t)(r)I:Ir;lO rlltcl)i:s Sgllla;m(zt;(liz,3)n018mounled or set (7102) and Precious &

] 5 . Base metals clad wi silve ) '

seml-manufactl'lred (7107), Platinum, unwrought or in semimanut‘la:?tu::*li\Lt‘:;rn?:\:ﬂl{](t)l)n
Base metals, gllver or gold, clad w plat, nfw than semi- manufactured (711 188 ‘Was‘te &
scrap of precious metal (7112) shows export comparative disadvantage for (‘Hincsc

economy.

RSCA Index

Table 4.6 shows indices for Laursen's (1998)
comparative advantage in five commodities W

Dust&powder of precious or semi-precious stones (7
Form (7106), Articles of natural or cultured pearls, prec/semi prec stone (7116) and

Imitation Jewellery (7117). Table 4.6 values confirms the values of RCA of Table 4.5, by
showing advantage in exporting commodities with HS-Codes 7101, 7105, 7106, 7116, 7117.
Articles of goldsmiths/silversmith's wares&pts  (7114), Articles of precious metal or
metal clad with precious metal, nes (7115) showed Revealed Comparative Advantage in
Table 4.5, but, the RSCA table gives a clear picture by dealing with the asymmetry of the
RCA and gives the value of export competitiveness in the range of -1 and +1. The five
commodities though holding an Export Advantage, their mean — RSC A value is on the
lower side (below 0.5), which suggests that the Gems & Jewellery industry does not have

relevant importance for Chinese Economy. Commodities Diamonds, not mounted or sct
stone, not strug (7103), Base metals clad with silver,

(7102) and Precious & semi-precious ' '
i- d (7107), Platinum, unwrought or 11 semxmanufactured forms
bl i e ; ) , nfw than semi—manufactured (7111) have |

i old, ¢ ;
U A sly for the study period it can be inferred that these
port advantage for China.

l
! shown export disadvantage continuou
commodities do not have significant €X

RSCA. China holds revealed symmetric
hich are Pearls, nat or cult, etc (7101).
105), Silver,unwrght or in semi-manulf.

RTA Index: |
|ternative S ecification for RCA, ie., |
o (1989) i 4 in nine commodities |

Table 4.7 shows the indices for ;
: trade advantagc
China holds relative tra g ‘ '-precious A |

Relative Trade Advantage (RTA). f preci
tc _7101), Dust&powder of pre s O e precious e
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> 3 7106), Waste _ e
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al or metal clad with precious metg

> ‘Alec of precious met .
wares&pts (7114), Articles of precious me . ) i . ooleg(
.... -ec stone (7116) and ; I
Articles of natural or cultured PCill'IﬁgP'“/‘“'m P‘I.LCT:::(an [g']‘/\ v)aluc /[gmdtlon Je e][ls“
(7117). All the other nine commodities have their 1 <V, thus shoy;

Relative Trade Disadvantage in the Gems & JCWC”_CW Sect()r: Five (\)Nlng':
commodities - Diamonds, not mounted or set (7102) and Precious & Semi-precigyg str[hx"
not strug (7103). Syn/reconstr prec/semi-prec stones, not strg/mounted/set (7104 ‘ J,nc
metals clad with silver, nfw than semi-manufactured (7107), Bas.e mf:tals, silver 0; (;T’:
clad w plat, nfw than semi- manufactured (7111) have Relative Trade Djg

s says that all the five commoditiey
continuously over the study period. This says thd modities g,

advantageous for China as they have shown signs of repeated' _trade disadvaman{”
From 4.1.3(b), China has shown Export Advantage 1n ﬁve _commod111e§ (Table 4.6), ﬁ;
the RTA index shows that it holds trade advantagein nine co.mmodmf;s, this Suggeg
the four commodities Waste & serap of precious metal (7112), Articles of jewellery D
thereof (7113), Articles of goldsmith's/silversmlth's wares&pts (7114), Articles of
precious metal or metal clad with precious metal, nes (71 l 5) are equrted by China by ot
to such an extent that they could hold Revealed Symmetric Comparative Advantage. Thes,
commodities are also imported in less quantity, thus, the four products are of negligible
importance because of their lower export and lower import which gives a scope of furthe
research to find the importance of these commodities in global level.

Conclusion & Recommendation

This study gives a broad overview and analyses the Export Competitiveness of the Gems &
Jewellery Industry for India and its immediate competitors China by considering Balassis
(1965), Laursen's (1998) and Vollrath (1989) indices at 2 & 4-digit level of HS
Classification for a time period of 2001-2013. This study gives a clear view about the
country that hold higher Export Comparative Advantage as well as Trade Advantage. Th
study also talks in detail about the commodities in which a country holds Export Advantag,
the commodities in which it hold Export Disadvantage and also the commodities which
could be focussed upon in order to increase Export Advantage.

Studying all the three indices it can be inferred that India holds a higher Revea}ed
Comparative Advantage with a variation of 30% (Table 4.1). India holds Export Comparai*®
Advantage in six commodities with the highest in Diamonds, not mounted or set (7102) thal
have a minimum variation of 2% (Table 4.3). India holds Relative Trade Advantage it
commodities. The increase in the number of commodities from six to ten commodi®®
having Relative Trade Advantage (RTA) suggests a contradictory result which states tha
India exports the four commodities (Pearls, nat or cult, etc (7101), Base metals, silver t“f
gold. clad w plat, nfw than semi-manufactured (7111), Waste & s,crap of precious et
(7112)and Imitation Jewellery (7117)) but the four commodities doesn't hold an F‘p“rf
Advantage in the RSCA Table 4.3 as such because of high domestic consumptio?

Indians are fg;cinaled with Gems & Jewellery from an ancient times. Not just lesser cxp“.rf:
the commodities are also imported to a lesser conte o

of negligible importance for Indian trade.

The lower Revealed Comparative Advanta
variation of 24%. China holds Export Adva
five commodities show Export Advantage,
(below 0.5), which suggests that the Gems

1
nt, thereby, making these com™
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importance for Chinese Economy. Also commodities such as Diamonds, not mounted or
set (71Q2) and Prqcious & semi-precious stone, not strug (7103), Base metals clad with
silver, nfw than semi- manufactured (7107), Platinum. unwrought or in semi-manufactured
forms (7110), Base metals, silver or gold, clad w plat, nfw than semi-manufactured (7111)
have s.hown export disadvantage continuously for the study period, which makes them of
insignificant importance for Chinese economy. China holds an overall Relative Trade
Advantage with a higher and positive mean of 1.66. It shows Trade Advantage in nine
commodities, which says that the commodities Waste & scrap of precious metal (7112),
Articles ofj.ewellery parts thereof (7113), Articles of goldsmith's/silversmith's wares&pts
(7114), Articles of precious metal or metal clad with precious metal, nes (7115) are
exported py China but not to such an extent that they could hold Revealed Symmetric
Comparative Advantage. These commodities are also imported in minimal quantity, thus,
the four products are of negligible importance because of their lower export and lower
import.

The commodities, in which the countries hold Relative Trade Advantage, but not
Revealed Comparative Advantage, can be studied further to find out their importance in
global level. If these commodities have global demand, then they could be exported by the
countries and thus hold Revealed Comparative Advantage in those commodities. This gives
a scope of future research to find the importance of these commodities in global level and
to further export them.

Appendix
Table 4.1 Revealed Comparative Advantage for
Gems & Jewellerv (71)in India & China
India China

2001 8257, -1:31 Q879 2.93 1292 0.49
2002 9.00 0.39 0.80 2.88 175 0.48
2003 9.16 0531 0.80 2.83 1553 0.48
2004 8.47 -0.74 0579 2299 1.61 0.50
2005 8.15 -0.22 0.78 2.79 259 0.47
2006 6.41 0r37 0.73 2.80 1.50 0.47
2007 6.15 0.06 0.72 2.62 1.24 0.45
2008 4.79 -0.20 0.65 2.02 0.95 0.34
2009 7:01 0.54 0525 3.61 0.62 0.23
2010 5.07 72,43 0.67 1.96 0.81 0.32
2011 4.73 -1.80 0.65 2.60 1.56 0.44
2012 4.11 -1.20 0.61 4.33 3.47 0.63
2013 3.84 -1.07 0.59 4.38 3.04 0.63
Mean 6.57 -0.55 0.72 2.83 1.66 0.46

cv 0.30 -1.67 0.11 0.28 0.49 0.24

Source: Author's calculations based on HS data from
the International Trade Cente's (ITC) database.
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CAN A BIG BAZAAR ALSO SELL AN ARMANI: WILL THE
RETAIL REPOSITIONING BY MARUTI SUZUKI WORK

Ashish Kumar

«We have realized that the expectation in the segment is completely different. We need to
pamper the customers in the segment... We have a strong base of 15 million customers;
we wanted to offer them a different experience if they look to graduate from Maruti cars.”

R.S. Kalsi, Executive Director (Marketing and Sales).
Maruti Suzuki India Limited

Maruti Suzuki India Limited (MSIL) is India's leading passenger car manufacturer, which
manufactured its 15 millionth car in May 2015, the first Indian auto manufacturer to
achieve the mark. Since inception in 1981, Maruti Suzuki, the brand name of which is at
times used as synonyms to “car” in India, has been a dominant player in the Indian
automobile industry. But despite being the first-automobile for most of the Indian families.
Maruti is not the first choice while upgrading the vehicle for the India customers. Over the
years, MSIL has failed to capture the success, it enjoyed in entry level segment. in the
premium segment market despite repeated launches. Keeping this in mind, MSIL decided
to use the launch of a new premium vehicle to create a new retail repositioning for Maruti
brand. In July 2015, MSIL decided to establish new-age retail showrooms “NEXA™ and |
aunched a premium hatchback “S-Cross” only through NEXA showrooms. But. once
branded as “Common Man's Car” in India, will Maruti be able to establish itself as a
premium automobile brand is yet to be seen?

Maruti Suzuki India Limited

The Government of India founded Maruti Udyog Limited (MUL) in February 1981 and
later on in 1982, the government entered into a joint venture with Suzuki Motor
Corporation of Japan, to create Maruti Suzuki India Limited (MSIL). With its headquarter
in New Delhi, MSIL, Indian subsidiary of Suzuki Motor Corporation, enjoyed a lot of
success in the Indian passenger vehicle market and became the largest passenger car
company in the country, a position it enjoyed for nearly three decades with nearly 50%
share of the Indian domestic car market. In 2000s, the Indian government decided to exit
from MSIL using a public issue in 2003 and later on selling its complete share to financial
corporations in 2007.

MSIL is the only Indian company to have crossed the 10 million sales mark since its
commencement in 1983 and has four production facilities, three locations at Gurgaon and one
at Manesar, both in the northern Indian state of Haryana. With ultra-modern facilities in the

Ashish Kumar,
Deputy Director,

mity Business School Ami j |
ity University Rajasthan, Jaipur
akumarZ@ipr.amity.ed'u " y"
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: { 1.5 million units per year, g0,
Jlants. the company achieved a production O,l,lll:uvlvi(l)h the growing Indian passcnggsm“l.‘he
instaled E.,,m}x{ of 1.26 million units Buwi]:y 10 1.75 million by 2013 and announvf JQ'Q
S i indibe »xpand its capac S ik TR : e,
arke a. it planned to expant e 1 engine plant in Gurgaon with 4 -4
Ii:\l1}\5:1111]:‘111111‘}:11];1:1 ot}l.\‘R 1.7 billion for a new d’lt‘?ld T:%O(),(g)OO uhits by 2014, dan anny,
capacity of 300,000 units, taking the gross capac y

MSIL: The Initial Years

of the Gurgaon factory, the i

With first Maruti 800 1‘Qlling out on Deccmgelr()]()%s](l)\ﬁruti bty sthe 5 rgopuT iroumefi‘
of Maruti began in India. During 1980s an ) Sreditaithe passeniger veil Car jp
India due to improved deisgn and smaller lpOkS as comp Shtoos i BCT Vehicles o
the time — Ambassador and Premier Padmini. It enjoyed the first posit hOr More thap g,
decades. By 2011, MSIL had more than 15 brands and 150 variants in t e market'and hag
sold more than 10 million cars, the only company to haYe rgached this milestone in India
I'he sales of the company grew from INR 147.92 billion in 2006-07 to INR 42649 5
billion in 2013-14, posting the growth of 135 per cent in SIX years. In March 2014: the
company had 1,310 sales outlets and more than 3,0QO service outlets across 1,400 cities
MSIL planned to expand its service network aggressively and also had over 1,000 Manyi
Mobile Support (MMS) vehicles operating across the country, providing door step service
to nearly 32,000 customers every month.

MSIL had also created a strong presence in Europe, Asia, Latin America, Africa and
Oceania. Although the overall export was on a decline since 201-12, due to non-tariff
barriers and political unrest in certain major European markets, MSIL increased the share
of non-European markets to more than 70% in 2014-15 to hedge against the decline in
European market. To cater to the pre-owned car market, the company had a separate division
called Maruti True Value. As of March 2014, True Value has a strong pan-India presence
with 600 outlets. It had a transparent and fair evaluation system in which the pre-owned cars
were evaluated by engineers, genuine Maruti spares were used and the vehicle was certified
after thorough checks. The buyers were provided with all facilities under one roof, including
car financing. The efforts MSIL put in True Value initiative were reaping results as it

2013-14, the share of trade-ins in new vehicle sales we .
nt up t sales 0
pre-owned cars grew 17 per cent, which helped the dealer i B ot o

(N2N), which was a fleet manage
as leasing. maintenance, convenie

MSIL was rated as number one in the prestigious JD Po

: : ¢ for
IS consecutive years up to 2014. In 2013 wer Customer Satisfaction Inde} .

S, up from 1,13

, up fi e
the profit after tax to INR 27.83 biﬁiorr?rir:] 2\(1)}]{33?;17_06 billi

MSIL: Marketing Strategies

million in 2011-12, the re“'ef“,lcs
on 2011-12. MSIL also incre®
> up from INR 16.35 billion in 2011"1*
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MSIL introduced seven hatchbacks — Maruti 800, Alto, Zen/Estilo, A-Star, Ritz, Swift and
WagonR to capture the entry ]cycl consumers. In 'l‘hc sedan scgmcm,'thc‘ company had three
models — Dzire, SX4 and the imported Kizashi. 1(3 capture the mult:-uuht.y vehicle (MUYV)
«eoment, MSIL introduced four models — Eeco, Ertiga, Gypsy and Omni. In the high-end
market, The Grand Vitara was launched as the sports utility vehicle (SUV). Despite having
most of the launches as successful, MSIL also had its share of failures like Maruti 1000,
Maruti Esteem, Versa, and Baleno which all lost steam either immediately or after some
time after their launch and were later taken off the market. On innovation front, MSIL
, became the first Indian company to introduce factory installed CNG (compressed natural
i oas) kits in five models as an environmentally friendly substitute for gasoline or diesel.

On the price positioning, the price range for MSIL's models started as low as INR 200,000
for Maruti 800 to INR 2,460,000 for the luxurious Grand Vitara. The pricing strategy helped
MSIL to achieve the leadership position in the Indian domestic market, which was primarily
an economy-focused and price-sensitive market. To differentiate, MSIL positioned its
product offerings as fuel-efficient and easy-on-the-pocket cars, thus catering to the need for
economy in both running costs and price. This positioning became the central theme for all
marketing campaigns. The prominent tag lines across various print and television
advertisements were “petrol khatam hi nahi hota” (petrol doesn't get over) and “kitna deti
hai” (how much mileage does it give?). These campaigns hit the target with the
ever-growing and vibrant 300 million saving-oriented middle class in India and for nearly
25 years, the bulk of the company's sales came from the Maruti 800 and Alto, which were
priced around INR 200,000.

As the disposable income of Indian consumers began the upward movement, a sizeable
segment of the market started graduating to the higher needs of comfort with economy. This
is when MSIL started to feel the heat of competitive forces. Despite being the first choice at
entry-level, MSIL couldn't sell cars with price tags above INR 800,000 until 2006, as the
Indian market related MSIL with economy and not with technology or style, the critical
success factors needed for a higher price tag. At this stage, the over-positioning of
“economic value” made it difficult for the company to enter the luxury segment, and the
attempts to launch products above INR 500,000 faltered thrice - Baleno (1999). Grand
Vitara (2003) and Kizashi (2011), couldn't survive and were taken off the market some time
after their launches.

To gain the advantage of budget announcements, in 2006, MSIL started gaining hold in the
entry level sedan segment with its models SX4 and Dzire. The company reduced the length
of the Dzire model to less than 4,000 centimetres (cm) resulting in saved taxes, as taxes for
}ClaTS less than 4,000 cm were 10 per cent and above that were 22 per cent. But despite

aving this advantage, MSIL failed to ride on the success of these models for long and again
Starting to lose the share to competitors.

I:Sn?lgg%t strength of MSIL's over the years had been its wide service network across the
1 400ry: ,The company had 1,310 sales outlets and more than 3,000 service out‘lcts‘ across
(MMSC)‘“CS apart from 600 True Value outlets. It also had over 1,000 Maruti Mobile Support
a, Ser\:’_ehldes operating across the country. The company used this intensive distribution
reﬂectedlces network as its differentiating tool to edge out competitors. 1 his was duly
focnsed o:lg?y times in its promotional campaigns. All MSIL's advertising campaigns
eing piv emes such as economy and the wide network of sales and distribution, besides |
Pivoted around family, the core unit of Indian society. One of its prominent campaigns,

Business Research and Information Centre, NSHM Business School, Kolkata _1
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he ol b as festivals and traditions involving familje _an

India, MSIL had launched various inj;

“India comes home In 'l’l
Indian families over the years. ! i
the company and various occasions S

cater 10 the growing rural marke’ «Mera Sapna Meri Maruti” (My drean,
Aggressive marketing campaigns such as » My

i ith local bodies in r

Maruti) were planned across India. The c_ompany “6? sFirslltphromotional e U[rxal ar
sponsor local events and festivals as an integral par local it resident'd plart
this. MSIL also recruited and groomed nearly 8,000 local'y Ei s “ea e saleg
executives (RDSE) to offer comfort and assurance to first time _“y nall towns ang
rural areas. In 2013-14, MSIL sold vehicles n nearly 93,500 villages, against a targe; ¢
100,000 vi'“ages. In 2013-14, the sales in rural markets were up 16 per cent compareg 0
2012-13. and accounted for 32 per cent of MSIL's annual sales.
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Retail Repositioning — The Road Ahead

In 2014-2015. MSIL decided to refocus on the premium segment and depided to change
the strategy as the previous launches had already failed. The company decided to establish
a chain of retail outlets branded “Nexa” to exclusively cater to the sale of premium
products starting with the exclusive launch of cross-over utility vehicle S-Cross. MSIL had
set a target of selling two million units annually by 2020 and expected that Nexa stores
will to contribute a significant amount to its sales targets. MSIL planned to open 100
dealerships across 30 cities under the Nexa brand by the end of the 2015-2016. To
differentiate Nexa stores from existing retail outlets, MSIL recruited around 700 personnel
from hospitality, aviation and financial services sectors to offer a differentiated luxury car
buyin.g. e>.<perience for its 'discerning customers'. The key reason behind the retal
repositioning is in past when MSIL t.ried to sell the premium and Value-for-money segment
vehicles under one roof, the experience delivered to the high priced consumer was not

different from the small car buyers. As the launch of S-Cross hits the market, it is yet 10

be seen whether MSIL, best known for value offerings, be able to make the shift’
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BOOK REVIEW : MANAGE LIVE AND LEAD: AN INSPIRATIONAL
GUIDE FOR MANAGERS, STUDENTS AND CITIZENS BY VENKAT
CHANGAVALLI, PUBLISHED BY SAMPARK, 174 PAGES.

Dr. Supriya Biswas

Interestingly the book has opened wi?hl endorsements byQ prominent industry luminaries
followed by author's prologue summarizing the chapters. The central theme of the book is
«if you manage better, you will be able to live better and get an opportunity to lead. If you
lead better, you will others manage better leading to an upward spiral contributing to
country's growth”. The prologue has also included author's experience summary as a top
level executive in organizations, namely, Symrise (a German company and a major producer
of flavors and fragrances with sales of €2.903 billion in 2016) and EMRI (Emergency
Management and Research Institute).

Comprising of three major parts under the headings of “Manage”, “Live” and “Lead”, and
finally with an epilogue where the author presents his story of building successful brand, the
book meticulously deals with significant touch points of professional world in a candid
manner.

Starting with the discussion on 'Manage', the author has progressed with two key areas of
professional world, namely, people management and customer management. The scope of
people management has covered the following dimensions, for example, hiring the right
people, focus on right people and retaining the talent. While explaining the objective of
hiring right people, he has referred to the story of baby camel and its mother with the morale
that skill, knowledge and experience are useful only if you are in the right place. While
examining the aspects of focusing on the right people, he has stressed on the importance of
clarifying the roles and responsibilities, empowering employees, compensation process as
well. The author has also emphasized on the importance of difficult people as he feels the
difficult people are easy to change.

In the section of customer management, marketing strategy, selling, service
marketing and customer service, have been elaborated. While discussing marketing
Strategy, the strategic considerations of Symrise have been referred. In this context.
the author has described ACE Matrix which is Attribute Categorization and
Evaluation Matrix where the column captures the level of energy that the attribute
Eifslteorates and rows dethe the sentiment that the attribute provokes in the current
been ?er'lT:he ast ‘?f se_llmg, S(?rVice management and qu account management have
the aut)}(1p A using interesting anecdotes. While talkmg'about customer service,
expandsos mentions that functional value denigratgs over time apd emotlon‘al value
ay custor;er tlr.ne.. Nevertheless for high value services, in the mmdscap; of present
ers, it is true that the functional value may not expand, but neither does it
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Nrofessor
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is perhaps the reality experienced by
I'he second part of the book talks abm}l
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interesting as it states — character is poy,
hen no one is watching and whether op

ght' Thlg

«jve” explained in the following threg
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opening lines of “Value” seem to be very
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the same under pressure.
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Regarding “Attitude”, his views are very relevar‘lt,' lilfe the simple way to wriggle oyt of apy
difficult situation or tackle any impending Crisis 1S to a(_iopt a_POvae approach, |y 3
important to adopt a positive way of thinking espec1a11){ during trying times. Being happy i
an attitude — 1 feel this being a very valuable quote In the bOOk- Aparl from these, the
author has been generous in sharing his wealth of W1§d0m n treating the areas like self
confidence where health and well being, finance, relationships and career play importays

roles.

He has also referred a term or behavioral syndrome called 'Excusitis' that is excuses given
by the unsuccessful people. Successful people do not resort to any excuses. Excusitis comes
in a variety of forms, but the common ones are namely, health excusitis, age excusiti
intelligence excusitis and luck excusitis. However, the author did not spare the bad habis
and practices of star performers. The star performers are generally known for their mood
swings and tantrums but can take the leader for a ride. They tend to ignore their faults which
in later life become the cause of their downfall.

The subjects of stress and anger management have been treated elaborately. Many a time,
we are stuck in situations we do not like. It is not easy to walk away. But the least we cando

is to make best out of it. If you start to act so, you will be a happier person and not a burning
matchstick.

The concluding section of the book is “Lead”. This section starts with the summary of key
skills of a leader, namely, Strategic thinking, innovation, execution, team building, coaching
collaboration, delegation, emotional intelligence, leading change and motivation. The author
has spared no pains to deal with each point with his vast knowledge. It is a fact that
visionary leaders are path creators who are willing to act and execute with small piece
vision. They are not fazed by paucity of resources. They go against popular wisdom an
they have respect of intuition. The transformation of leadership perspectives from level 1 ©0
level 5 passing through specific stretches of time has been discussed. Early stage °
!eadership enyisaged highly gapable individual whereas in the present-day context

importance lying on the executive type of leadership enriched in enduring greatness throug);.

a paradoxical blend of personal humility and profess; < ; o part
this chapter was ‘Lasd iSRRI - }rl)ei sional will. The most interesting P

at Satyam Computer Services and Ramlinga Raj : tea v
resigning, the author took up the challenge t
resolved 1o stand up and fight for EMRI cayse

The views on team building have been of j i e OF
: : . Immense | : e adv!
tackling thp problems hl;e, frustration, grumbling, dishomnpe(;"ance, panlcplarly, tt};ngs o 10 be
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a team seem 10 be quite useful.
it from being a general readers’ delight th
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managing life and business that is popularly known as work-life ga:);?k i f)v'de guidance to

are very relevant and connected to the central idea although there are Cszml - examples cited

common and known to many. In fact the book abounds in stories each t . _StOrlc:g which are
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ABOUT THE JOURNAL AND
CALL FOR PAPERS

Mission

NSHM Business School is publishing NS
Applications (NJMRA). The objective of NJ :
in the field of management in a lucid format accessibl
I'he journal is also expected to act as a platform for industry pr

HM Journal of Management Researc) b
MRA is to present current research ang ; M
ble to both the academia and indugy,
ofessionals to share the.ir

best practices.

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

Frequency

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

Content Mix

In view of the broad spectrum of readershj

. . P, NJMRA invi ) R of the
various sections of the journal: ites contributions to any

e Research Papers
e Conceptual

e Empirical

e Practice

e Perspectives

¢ Book Reviews
e (Case Studies

Here are some of the suggested themes o which contribyt;
utions are welcome

e
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Review Process

NJMRA is a refereed journal. All manuscripts submitted for publication would be screened
by the editorial board for relevance to the journal. They would then be put through 'double
blind review process' that may normally take four months. Manuscripts accepted for
publication will have to be edited to suit the Journal's format. The Editorial Board of
NJMRA reserves the right to shortlist a paper/article for a particular section of the Journal
depending on its suitability. Wherever possible, reviewer's feedback will be provided.

Manuscripts are judged on the basis of the following criteria:

Overall contribution of the paper to the field of management, originality of the

content, adequacy of the literature review, conceptual or methodological rigor.
logical and technical soundness, organization of the content, writing quality.

implication of the research references.

After the review process is completed, the author(s) will be informed about the decision
of the reviewers by email.

Guidelines for Contributors

:x/[nicles/Papers should not exceed 10,000 words, and book review should be neatly typed
1 S Word document on one-side of A4 size paper with double spacing in Times New Roman.
2-point font size justified text.

detasover page should provide the title of the paper, name(s), and designation and contact
ils of the author, along with a short biography of the author within 100 words.

A
by ke; abstract (150-200 words) should be included in the beginning of th
words. The number of keywords should be restricted to a maximum of ten.

e paper followed

All i .
sections and subsections are to be numbered. Example: 1, 1.1, 1.2, etc

All tg! . he
images Shbles, charts, graphs, diagrams should be in black and white and not In color. l,hL |
of such ex;"lll;'i be of high resolution and in black and white only. Number and cmnplci\’ll,\

1bits should be as low as possible. All charts and graphs should be drawn legibly i

’l
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priate scale. All charts, graphs, images, ,

. ol . nitahle and appro
and figures should be indicated in suitable and apj

i i k.
and referred to in the body of the te

etc. should also be numbered ,
i - auired. they should be numbered |
Footnotes to the text should be avoided. If required y |
consecutively and presented as endnotes.
alized form (Uppercase), and boldface. The

‘he primary heading s > in capit . .
I'he primary heading should be in cap cach word in capital) and

: b . 1ioation (first letter of
sub-headings should be in title-case capitalization (first lette
in bold
imi thor and year of
Citations of other works should be limited to the name of the au y

: : ithi theses, while
publication. Short quotations should be included in the text within paren

quotations of more than 30 words should be placed in a separate paragraph indented from
the main body of the text.

References should be indicated in the text by giving the title of author(s), with the year
of publication in parentheses. All references should be alphabetically listed at the end of the
paper. Format of all citations should as far as possible follow the American Psychological

Association (APA) referencing style. For example:

A. For Articles in Journals

Mintzbert. H. and Lampel.J. (1999):Reflecting on the strategy Process, Sloan
Management Review, Vol.40, No 3, pp.21-30.

Singh,G., Kala, S.P. and Singh, S. (2006): Impact of Advertising Attitude on Consumer,
Amity Business Review, Vol. 7, No 2, pp. 60-63.

United States Agency for International Development (USAID), (2008): Private Health
Insurance in India: Promise & Reality.

World Bank Report (1994): Averting Old Age Crisis

B. For Articles in Books (Edited Volumes)

Manimala, M.J. (1999): Entrepreneurial Politics and Stra

L il tegies — Th ' .
New Delhi: Sage Publications, pp. 114-123, g ¢ Innovator's Choice,

C. For Working Papers and Thesis

Balasubramanian, N. (1997): Equity Returns in India: An Empiri 1
of the Nineties, Working Paper No. 5/1997, UTI-IIMB, Ceﬁg??i)f?:y of the Expe‘rlence
Research, Indian Institute of Management, Bangalore. arkets Education &

'y iy—  Business Research and Information Centre, NSHM Business

School
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D. For Websites

Current Analysis,

:

l
Gerwig, K. and Carlson, R. (2001): AT&T & Comcast: Dividing Their Business to Conquer,
http://www.currentanalysis.com/CurrentComplete/Eventview.cfm?reportid=6744&nav=1

10. When citing sources within text, only the author surname(s) and year should be
mentioned as illustrated below.

If the market exists it would help the victims to get assured good quality treatment at
low cost through either risk-pooling (Arrow, 1963) or income-pooling (Nyman, 2003).

One unique thing of private health insurance (PHI) in Canada is the coverage of
prescription drugs outside of hospitals that is not provided by public coverage
(Glied, 2001; Colombo and Tapay, 2004).

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).

11. In case of more than two authors only the first author surname must appear
followed by et al as shown below :

This indicates the presence of substitution relation in richer countries between private
and public provisioning of healthcare related services; if quality of public service is not up
to the mark relatively more affluent people may opt out (Sekhri et al. 2005).

12. If a contribution is accepted for the sections — Conceptual/Empirical Research

Papers/Practice/Case Studies then the author will be paid an honorarium of Rs. 3.500.
For accepted Book Reviews and articles appearing in "Perspectives" the honorarium will
be Rs.1000. Authors will also receive a complimentary copy of the issue of NJMRA in
which the article is published.

Correspondence

In the covering letter accompanying the manuscript, the author(s) should certify that the
manuscript has neither been published anywhere nor is it being considered elsewhere for
publication. Copyright of all accepted papers for publication and use in any form/format
will vest with NSHM Business School. Each author of the paper will have to sign the
Pre-Publication Author Disclosure Form and the scanned soft copy of this form with
signature of the author(s) duly attested by the head of their institute(s) has to be submitted
to the editor through email.

For submission of articles papers, files can be attached in the email addressed to the
Editor, NJMRA and sent to editor.njmra@nshm.com. In the subject column of the mail,
indicate "Article for the Journal".

The manuscript should be sent on the following address: |
I
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Author and co-authors of the article must fill-in and sign a copy of this form and submit it to
the office of NSHM Journal of Management Research and Applications before an accepted
article will be scheduled for publication.

[/We , (Author (s) name), the copyright owner(s) of

theArticle

do hereby authorize you to publish the above said article in NSHM Journal of Management
Research and Applications

I/WE FURTHER STATE THAT:

1) The Article is my/our original contribution and has not been plagiarized from any
source/individual. It does not infringe on the rights of others and does not contain any
libelous or unlawful statements and all references have been duly acknowledged at the
appropriate places.

2) The work has been submitted only to NSHM Journal of Management Research and
Applications and it has not been previously published or submitted elsewhere for publication
in a refereed or copyrighted publication.

I/We hereby authorize you to edit, alter, modify and make changes in the Article to make it
suitable for publication in NSHM Journal of Management Research and Applications.

I/We hereby assign all the copyrights relating to the said Article to NSHM Journal of
Management Research and Applications KOLKATA.

I/We have not assigned any kind of rights of the above said Article to any other
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against any claim or action alleging facts which, if true, constitute a breach of any of the
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