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A new area of HRM with much more macro-orientation is, what could be called 
Strategic Human Resource Management (SHRM).  Miller (1987) defines SHRM as, 
“those decisions and actions which concern the management of employees at all 
levels in the business and which are related to the implementation of strategies 
directed towards creating and sustaining competitive advantage”. Wright and Mc 
Mahan (1992) described SHRM to be, “the pattern of planned human resource 
deployments and activities intended to enable the firm to achieve its goals”, thus 
viewing SHRM as activities. Miles and Snow (1984) have explained SHRM as a, 
“human resource system that is tailored to the demands of the business strategy”.  
Tichy et al., (1982) have narrated that the, “concepts of strategic management have 
been applied to the HRM field to create a perspective called SHRM. They condense 
SHRM is all about aligning HR to strategy.

 In the context of public personnel administration, there is a better 
understanding of SHRM as Klinger (1993) defines, “SHRM is the purposeful 
resolution of HR administration and policy issues so as to enhance a public agency's 
effectiveness.  It requires understanding how personnel functions interrelate in the 
diverse context and the recognition of their importance and commitment by 
personnel managers, employees, supervisors and political leaders to work together 
for change”. There are different perspectives in which SHRM is visualized and 
growing body of theories in SHRM research.  

THE ROLE OF THEORY
Theories are needed for researchers as well as practitioners for any growing 

body of knowledge. Although the primary goals of theorist researches and 
practitioners may differ (Dubin, 1976), a strong theoretical model has great value to 
both. Practitioners are primarily concerned with the accuracy of prediction of a 
theoretical model in order to guide their decision-making, thus, an accurate 
theoretical model allows for better decision making in conditions of uncertainty.  
Theorist-researchers, on the other hand, have greater concern for understanding the 
'why' behind the prediction. For them, a well-developed theoretical model allows for 
testing of the model and, based on these tests, revision of the model to increase its 
accuracy.  Thereby cognition regarding the attributes of the SHRM theories is to be 
probed to open new dialogues in pursuit of HRM practices.  Theories of concern in 
SHRM (table 1) are Resource based view (RBV), Behavioral perspective (BP), 
Cybernetic systems (CS), Agency transaction cost theory (A/TCT) (Wright and Mc 
Mahan 1992).  This study has also included Human capital perspective as it has 
gained strategic overtone in SHRM literature contributing to firm performance and 
sustainable competitive advantage similar to Resource based view (Barney, 1991).    
Human Capital Perspective: "Although it is obvious that people acquire useful 
skills and knowledge, it is not obvious that these skills and knowledge are a form of 
capital, that this capital is a part of a deliberate investment that has grown in western 
societies at a faster rate than conventional (non-human) capital, and that its growth 
may well be the most distinctive feature of the economic system" (Schultz, 1961). 
The place to begin in understanding Human Capital (HC) is a definition of the 
system's objectives. Such a definition attempts to relate people in their economic 
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that do not require these skills can gain efficiencies by competing for self-interested 
and bounded rational talent in an external labor market (Williamson 1981, 1991).

Agency theory focuses attention on the contracts between a party (i.e. the 
principal) who delegates work to another (i.e. the agent) (Jenson and Meckling, 
1976). Agency relations are problematic to the degree that (a) the principal and agent 
have conflicting goals and (b) it is difficult or expensive for the principal to monitor 
the agent's performance (Eisenhardt, 1989). Costs can arise from providing 
incentives and obtaining information (e.g. about the agent's behavior and / or the 
agent's performance out comes).

Agency and transaction costs theories have similar assumptions about human 
behavior (Eisenhardt, 1989) and may be useful when combined. For example, using 
these two theories, Jones and Wright (1992), offer an insightful interpretation of the 
HRM literature focusing on implications of the economic perspective for HRM 
utility estimates. Their discussion suggests various reasons for predicting the utility 
of HRM activities, which vary with conditions in both the internal and external 
environments of organization. Such conditions include other human resource 
practices that are used by the organization, government regulations and their 
enforcement, technologies, union activities, and labor market conditions. These 
contextual factors can affect both the costs and potential gains associated with a 
particular human resource practice

STUDY DESIGN
The theories in SHRM were studied with respect to ownership perspective and 

stakeholders' perspective in Indian context. The research questions (RQ) addressed 
are:
RQ 1: Is there a difference in the perceptions of HR personnel and other employees 
regarding the constructs of various SHRM theories?
           The need for such question is vital because the strategic HRM approach views 
HRM issues not simply in the province of the HR unit.  Rather, all managers must 
take responsibility for efficient and effective utilization of their subordinates.  HR 
managers though in a staff position, must view their role as essentially supportive of 
operating (line) managers (Antony et al., 1993). According to Grundy (1998), 
congruency is lacking among HR practices because HR practices are viewed in 
segregation and HR strategy is frequently owned by HR mangers and not shared with 
other functional managers. The aim of the study is to provide cross-sectional insights 
from managers who view HRM from inside as well as outside the HR function.  
Purcell (1995), has also previously used this approach and has advised that 
interviews that are restricted only to HR professionals may produce a subjective, 
biased view of the HR role.   This study also provides a suitable crosscheck of 
perceptions of various managers so that the applicability of the theories could be 
determined.
RQ 2:  Is there a difference in the perception of employees from three different 
organizations regarding the constructs of various SHRM theories?

Universal school of thought (Pfeffer, 1994; Huselid, 1995; Guest, 1999) in 
SHRM says that, certain best practices are applicable for better performance of 
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organization irrespective of its characteristics. RQ 2 will address whether this school 
of thought is applicable in Indian context. The study paves way to check the 
perception of employees of three organizations with different set of characteristics. 
For this, multiple constituencies approach (Tsui, 1987) had been used whereby 
SHRM is concerned about all levels of employees (Miller, 1987). The underlying 
goal of this comparative analysis is to search for similarity and variance.  
Comparisons not only uncover difference between entities, but also reveal unique 
aspects of a particular entity that would be virtually impossible to detect otherwise. 
Three organizations were selected for potential participation based on the following 
criteria:

i) Private Domestic Enterprises (PDE), Public Owned Enterprises (POE) and 
Foreign Invested Enterprises (FIE), different in ownership, size, products, 
age, market, etc, to check universal school of thought in SHRM.

ii) Production organization which had global linkage either in way of 
technological tie-ups, exports or a player in global market was the second 
criteria.

iii) Experts' opinion were sought to select the best performing firms, and 
established system of SHRM.

iv) A list of organizations meeting these criteria was developed and requisition 
placed to participate in the study. Organization willing to participate in the 
study, which requires large number of samples (as it covers samples from all 
level of employees), were selected. 

Formal letters from the university and declaration by the researcher were 
submitted. The researcher practiced strict adherence to the policies of organization. 
The identities of the organization were concealed as per instruction. POE is Navratna 
public sector unit of India, PDE is from TATA group, FIE is an US based enterprises. 
Since the study was on the effectiveness of SHRM, organizational level of analysis 
was carried out. 

Stratified simple random sampling (lottery method) method was applied with 
the level of employees as strata of each organization. The total sample size was 390 
with a response rate of 82%. The numbers of usable samples were 167, 172 and 151 
from PDE, POE and FIE respectively. Thirty-seven members from the HR 
department participated in the study. 
Instrument and Measures: Primary data was collected by a structured 
questionnaire developed based on vigorous review of literature.  The questionnaire 
consisted of 55 items with SHRM activities namely: HR planning, compensation, 
performance management, Training and development, Employee relation, 
perception regarding HR managers and strategies of organization measured on a 5-
point Likert –scale spread over the five constructs. These 55 items forecasted the 
cognition of respondents on the SHRM theories. The reliability of the instrument was 
ensured through Cronbach's alpha (Cooper and Schindler, 2003) (table 2). The 
Cronbach's alpha is around 0.9 for all the constructs, which gives an indication of the 
internal consistency and stability of the instrument used for the study. 
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Table 2: Reliability measure of the instrument

Description of variables
Resource Based View
Behavioral Perspective
Cybernetic Systems
Agency / Transaction Cost Theory
Strategic Human Capital Theory

No of items
07
06
16
05
21

Cronbach's Alpha value
0.899
0.901
0.898
0.910
0.889

Scores on these scales were summated to create an overall index of the 
theories. Descriptive statistics and analysis of variance were carried out.  Item level 
analysis was not made, but the mean and standard deviations of each item is reported 
in the Appendix. Correlation matrix was used in this study to display coefficients of 
SHRM theories construct. Descriptive statistics was used for analyzing the 
perception of employees belonging to HR department and others. Analysis of 
variance was used to test the significant differences between the mean scores of 
different organization on the SHRM theories construct. 

ANALYSIS AND DISCUSSION
This session presents the analysis of the data that was carried out. Analysis is 

presented in four parts. The first part presents the correlation between the constructs 
of the SHRM theories. The second part presents the descriptive analysis of the 
departments and the third one that of the organization. The last part presents the 
results of the analysis of variance. 

Table 3: Correlation analysis between the constructs of SHRM theories

RBT 
BP
CS
A/TCT
SHCT

RBT
1

.605**

.586**

.571**

.651**

BP

1
.682**
.502**
.638**

CS

1
.512**
.703**

A/TCT

1
.622**

HCT

1

** Significant at the 0.01 level (2-tailed)
The values depicts that there is positive relationship, which means that if the 

perception of the stakeholders on one theory increases it increases on the others also. 
The association between Cybernetic system and Strategic Human Capital Theory is 
the highest (0.703), Behavioral Perspective associates more with Cybernetic systems 
(0.682) RBT and A/TCT associates more with SHCT. All the correlations (table 3) are 
highly significant revealing that there is positive relationship between the theories. 
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Table 4: Department based Descriptive Statistics

SHRM 
Theories
RBT

BP

CS

A/TCT

SHCT

Department

HRM
Others
HRM
Others
HRM
Others
HRM
Others
HRM
Others

Number of 
respondents

037
353
037
353
037
353
037
353
037
353

Mean

3.871
3.255
3.233
2.852
3.262
3.193
4.021
3.822
3.666
3.231

Standard 
Deviation

0.717
0.725
0.454
0.545
0.424
0.469
0.832
0.725
0.633
0.705

p-value

0.026

0.185

0.684

0.553

0.065

All the summated scores earned by the theories proved to have no 
statistically significant difference (p-values) in the cognition of employees 
irrespective of the department they belong to except Resource Based Theory (table 4).  
There is difference in opinion regarding resource-based view between the HR 
department respondents and other department respondents.  On an average the mean 
values predict that there is a positive opinion on the theories.  The maximum score is 
4.021 by the HR department to Agency/Transaction cost theory.  The least score is 
2.852 by other department respondents on behavioral perspective.  HR department 
respondents had rated more by mean value than others to all the theories of SHRM. 

Table 5:  Organization based Descriptive Statistics

 
 
 
 
 

Theories  Organization  
Number of 
respondents  

Mean  
Standard 
deviation  

Minimum  Maximum

RBT  
 

PDE  POE  FIE
 Total

 

 
 

 

3.256  3.415  3.517
 3.360
 

.669  .614  .525
 .633
 

1.29  1.57  2.14
 1.29
 

4.86  4.86  4.43
 4.86
 

BP
 

PDE
 POE
 FIE

 Total

 

 
 

 

3.373
 3.384
 3.704
 3.421

 

.707
 .702
 .492
 .688

 

1.00
 1.50
 2.33
 1.00

 

5.00
 5.00
 4.50
 5.00

 
CS

 

PDE

 
POE

 
FIE

 
Total

 
 

167
172

51
 390

167
172

51
 390

167
172

51

 
390

3.160

 
3.128

 
3.565

 
3.199

.547

 
.533

 
.285

 
.532

1.31

 
1.62

 
3.08

 
1.31

4.23

 
4.38

 
4.08

 
4.38
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work. The effectiveness of theories was analyzed based on the perception of the 
stakeholders of the organization. This is in tune with some researchers (Brummet et 
al., 1972) who proposed that the measurement of people's attitude and opinions 
should be a concrete part of organizations with human resource accounting.  
Effectiveness of Human Capital theory was checked not by valuating human assets, 
because without ownership and legitimate title in hand, no assets exist. Moreover, the 
basis for valuation of human assets by casting of certain personnel management 
expenses into the balance sheet is arbitrary and capricious, even when done 
consistently from case to case.  Treating Human resources as assets to gain sustained 
competitive advantage and not as cost centers, by carefully devised HR practices is 
the core idea behind the concept of valuating Human Capital.  Certain traditional 
Human capital management practices like labor cost as a percentage of revenue, fixed 
and variable compensation costs, selection rate, absenteeism cost, cost/hire of 
employee selection tools, the change in outcomes (e.g. Productivity, quality, 
employer outcome, accidents, etc) as a function of specific HR practice benefit costs, 
is likely to exist in the organizations of study.  

Thereby the HR practices were checked and found to be consistent with 
SHCT. The effectiveness of all others theories were found to be high as the rating 
scored in average tends to incline positively.  Moreover the ratings in FIE is more in 
all the theories when compared to PDE and POE.  There is no significant difference in 
the way HR professionals viewed the theories when compared to other stakeholders.  
But HR professionals differed in their opinion about resource based view theory with 
others.  As far as the analysis between organizations are concerned, there is difference 
between their views on the theories. The need for congruence across SHRM practices 
is to be envisaged because of the rating of respondents on behavioral perspective, 
which is fluctuating widely in PDE and POE .Control theory in the cybernetic sense is 
about monitoring the environment and adjusting internally. The cybernetic system 
had scored low in POE. This could be due to the rare operation of this public sector 
organization with competitors.   Public owned enterprises and private limited 
enterprises have to think ahead as they play a major role in global operations and 
implement their existing HR strategies to gain sustained competitive advantage.
Limitations: The theories that were identified represent possible constructs 
regarding SHRM.  But views explained in these theories are admittedly inadequate.  
Further, we have other models of SHRM such as resource dependence/power and 
political model, institutional theory, critical/Marxist theory (Horkheimer, 1972), 
interpretive theory (Silverman, 1972; Weick, 1979), population ecology (Hannan and 
Freeman, 1977), Resource capability model.  Even in the models discussed in this 
study, the relationships among variables proposed have not yet been subjected to 
consistent rigorous empirical test particularly in the Indian context.   While every 
effort has been made to ensure that the sample is representative in terms of 
organization characteristics of respondents Vs non-respondents, the results should 
still be interpreted in the context of a preliminary investigation.  This suggests that 
further examination of these issues is warranted.  Theoretical models could be 
developed focusing on workable HR practices.  For scale development, factor 
analysis could be done, as item level analysis is necessary.
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APPENDIX

Strategic Human Capital Theory Construct

 
Description Mean  

Standard 
Deviation

Our pay when comparing to the market  
pay level is encouraging  

3.783  1.019  
The pay based on the performance is encouraging  3.950  0.882  
Pay based strictly on internal equity is encouraging

 3.316
 

1.051
 

Premiums paid based on the number of skil ls an individual 
has mastered is encouraging

 

3.266
 

1.055
 

Seniority based pay is encouraging
 

2.550
 

1.211
 Positions deemed to be important paid more and this practice 

is encouraging

 

3.533

 
1.318

 Profi t sharing schemes are encouraging

 

3.183

 

1.320

 Payment based on team performance is encouraging

 

3.533

 

1.534

 Administration of in -house' training courses

 

and programmes 
is satisfied

 

2.800

 

1.445

 The infrastructure (aids) facil ity in training is adequate

 

3.766

 

1.207

 Effectiveness of training is measured and

 

obstacles removed.

 

3.683

 

0.989

 
Multi-skil l training is available

 

3.616

 

0.968

 
Sophisticated training to improve

 

employabil ity is imparted

 

3.516

 

1.197

 
Adequate skil ls to improve employabil ity is imparted 3.500 1.108
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Description Mean  
Standard 
Deviation  

   

    

   

Skil ls experience and knowledge of people

 

have economic 
value to organization.

 

3.500

 

1.077

 

HR Managers focus and treat people as strategic assets

 

4.100

 

0.809

 

Job market pricing is done by HR managers to determine the 
local fair market value of jobs

 

3.483

 

1.132

 

HR department is powerful because they  control the valued 
resources

 

3.016

 

1.141

 

Organization can used HRM in a variety of  ways to increase 
their human capital

 

3.500

 

1.082

 

HR Managers measure unique contribution of employees and 
reward adequately.

 

3.700

 

1.027

 

Cost of internal labor is lesser than

 

external labor

 

3.633 0.977

Resource Based Theory Construct

Descr iption Mean  
Standard 
Deviation  

Human resources gain sustained competitive advantage   0.989  
We have globally competent managers 

  
1.077

 
Employees are heterogeneous and immobile

  
1.101

 HR Managers combine business and HR strategies to 
create organizational effectiveness

  
1.100

 HR Man agers identifies HR issues that could help or 
hinder future competitiveness

  
1.097

 We have unique organizational features which competitor 
cannot imitate

  

1.009

 HR function is aligned with organizational goal

 

3.700

3.666

3.266

3.466

3.4666

3.633

3.450

 

1.082
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Cybernetic Systems Theory Construct

 
Descr iption Mean  

Standard 
Deviation 

 
  

   

Employees scan the environment and become source of 
information for corporate intell igence

 

3.432

 

1.231

 

Subordinates action and results are stable over time(R)

 

2.400

 

1.031

 

HR Managers do not visualize actions and results exactly 
(R) 3.000 1.011

Data is available for subordinates performance 3.421 0.876

Agency and Transaction Cost Theory Construct

   

   

 

Descr iption Mean  
Standard 
Deviation  

Cost of upgrading our employees is lesser than recruiting 
new ones  

3.732  0.933  
Personnel with skills and knowledge required for our 
organization are available abundant

 
3.921

 
0.921

 
Contracts between management and ourselves regarding 
compensation is encouraging

 

3.782
 
1.011

 The expectation level of employer in performance 
contract is encouraging

 

3.833

 
1.021

 HR managers measure unique contribution of employees 
and reward adequately

 

3.721

 

1.001
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countries is usually analysed in the light of this hypothesis because of its universal 
applicability and inherent flexibility for incorporating subsequent behavioural 
changes. The Keynesian (General Theory, 1936) theory said that the prime 
determinant of saving is income which has withstood the test of time, while empirical 
evidence does not corroborate the ability of other variables like interest rates, 
inflation and tax rates to influence savings. The results show that income and wealth 
variables affect saving strongly and in ways consistent with standard theories. 

Edwards (1995), argued that with other things given, savings rate could be 
higher where income is more volatile, as it will induce people to save during plentiful 
years to provide for hard times. Inflation and the interest rate do not show clear effects 
on saving. Fry (1988), obtained the effects of real interest rates on national saving as 
significant and positive using a pooled cross-section time series sample of fourteen 
Asian developing countries over the period 1961-83 whereas Giovannini (1985), 
Schmidt- Hebbel et al., (1992), have failed to detect a statistically significant positive 
real interest rate effects. Warman and Thirlwall (1992), using data from Mexico for 
1960-1990 obtained a strong positive effect of interest rate on financial savings 
whereas its effect on total savings and private savings is insignificant. Masson et al., 
(1998) have obtained a positive and significant effect of real interest rate on private 
savings in industrial countries and a negative insignificant coefficient for developing 
countries whereas Loayza et al., (2000) got insignificant and negative coefficients for 
real interest rate changes on private savings and the results were not robust across 
samples also. In general, it can be concluded that the impact of real interest rates on 
savings is ambiguous in the theoretical as well as empirical literature. An empirical 
study on the pattern of Indian saving had indicated that India's demographic 
transition in the last 30 years has contributed to an increase in the saving in India 
(Loayza and Shankar, 2000). There have only been a few studies available on savings 
and investment behavior in India (Krishnamurty et al., 1987; Athukorala and Sen, 
2002). A critical factor influencing savings in low income countries like India is 
lifetime expenditures like housing, consumer durables and sometimes for setting up 
small businesses (Athukorala and Sen, 2002) who considered the post financial 
deregulation time period. In case of India also very few studies have been conducted 
on this issue, thus there lies a gap which this study tries to fill up.
Determinants of Investment: Wicksell, Bohm-Bawerk, Fisher and others 

th thdeveloped a capital theory in the late 19  century and early 20  century. However, 
John Maynard Keynes in The General Theory (1936) was among the first that 
postulated an independent investment equation in a demand-driven economy. In the 
case of the link between investment and growth, growth in most cases is regressed 
against investment, therefore, implicitly assuming that investment causes growth. A 
mutual reinforcing process between national savings and growth, and investment and 
growth is assumed in the literature (Attanasio et al., 2000; Huasmann et al., 2004; 
Gutiérrez, 2006; Solimano, 2006). Keynes emphasized that the determinants of 
savings were of a different nature that the determinants of investment, challenging 
the view of the classics, prevailing at the time, that assumed that the real interest rate 
was the key variable that equilibrated savings and investment. In Keynes it was 
disposable income and possibly wealth the main determinants of savings whereas 
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investment depended upon the difference between the real cost of capital relevant for 
firms and the marginal efficiency of capital (or productivity of capital). Expectations 
were critical in the determination of investment as it was the prospective estimate of 
the future profitability of capital that mattered for investment decisions. The 
investment function experienced several refinements and reformulations after 
Keynes original formulation adding other determinants that the practice of 
macroeconomic adjustment, reforms and growth are showing as relevant to better 
understand investment decisions.

The return of investment is obviously important in investment decisions but the 
capacity of investors to appropriate those returns is also ultimately very relevant. 
Recently, new attention has been devoted to analyze issues of profitability of 
investment in terms of the “cost of doing business”. The profitability variable, in turn, 
is affected by factors such as cash flows, corporate income taxes, depreciation rules 
and others fiscal policy variables (Schmidt-Hebbel et al., 1996; Alesina et al., 2002). 
Empirically, the effects of capacity utilization variables in empirical investment 
equations are also very strong and statistically significant but caution is required 
when establishing causality between investment and the degree of unused capacity. 
The effect of fiscal policy on private investment acts through at least three channels: 
(a) the fiscal deficit in general tends to reduce private investment (Easterly et al., 
1993) through its effect on real interest rates and the absorption of private savings to 
finance the deficits. It also signals a lack of sustainability of fiscal policy that deters 
private investment; (b) another channel is through the level, composition and quality 
of public investment that determines the extent to which public investment 
complements or substitutes private investment (Schmidt – Hebbel et al., 1996), (c) 
the level of taxation on corporate earnings and depreciations rules. 

Pindyck and Solimano (1993), investigated the effect of macroeconomic 
volatility as measured by level and variance of inflation rates on the marginal 
profitability of investment using a formulation of irreversibility investment 
constraints (political instability variables were also tried with no significant 
statistical results). The paper also studied the slow response of investment after 
stabilization in several countries suffering from high inflation in the 1970s, 1980s 
and early 1990s. The long investment pause that led to a slow recovery of economic 
growth, in the aftermath of stabilization has been considered as a case of an increased 
value of waiting after large macro shocks take place.  A considerable literature has 
studied the effect of macroeconomic uncertainty on investment and growth in 
developing countries (Serven and Solimano, 1993; Schmidt-Hebbel et al., 1994). In 
general, topics of interest have been the effects of unanticipated currency 
devaluations, external shocks, debt problems, financial crises, and other shocks on 
investment. The effect of financial constraints and the structure of finance has been 
another topic of research on investment (Summers, 1981; Fazzari et al., 1988; 
Bruinshood and Allard, 2004).

The structure of investment by type of assets matters for economic growth 
because the different types of investment goods have different effects on productivity 
and growth. Some quantitative studies have emphasized the role of machinery and 
equipment investment in augmenting the role of physical capital (and labor) in the 
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countries with respect to the nature and quality of data, cross country comparison is 
not appropriate (Srinivasan, 1994; Deaton, 1989). The statistical procedures for 
measuring saving and investment vary and also the magnitude of errors in data in the 
implementation of these procedures varies significantly among countries. These 
considerations thus, point to the need for undertaking in-depth analysis of saving 
behavior in individual countries, by appropriately combining quantitative analysis 
with qualitative information on country-specific features of policy and performance, 
in order to build a sound empirical foundation for informing the policy debate. 
Unfortunately, systematic country studies of this nature are very few. 

METHODOLOGY  AND MODEL  
The purpose of this study was to examine the determinants of the saving and 

investment rate in India during 1991–2007. The variables that have been taken into 
account are Gross domestic Capital formation (Domestic Investment), Gross 
Domestic Product at factor cost, Inflation rate, real interest rate, age dependency 
ratio, Gross Domestic savings. The data on the variables are collected from the 
sources such as www.rbi.org.in, Economic Survey, www.worldbank.org.in. The 
interest rates on fixed deposits are taken from the Reserve Bank of India's Report on 
Currency and Finance. The real interest rates on bank deposits is used as the relevant 
rate of real returns for most households and even firms in developing countries since 
banks deposits are the principal form of financial assets. The real interest rate is 
obtained using the actual inflation rate for the current year as proxy for the expected 
inflation, INFe, in the following year, using the formula

R =
1 + 1

1 + INFe - 1

where R and I are respectively the real and nominal interest rates on one year bank 
deposits and INFe is the inflation over the previous year.

It is well known by now (Engle and Granger, 1987; Banerjee et al., 1993) that 
when the variables of interest exhibit unit roots, the procedures of classical 
econometrics are not appropriate. Thus, to remove the trend problems in the series 
and to make the variables consistent with the time series properties required in the 
econometric analysis, we used some variables as percentage of GDP and some as 
their growth rates. In order to decide on the appropriate procedure of estimating the 
Savings and Investment function for the country under consideration, there is need to 
(i) consider the order of integration of these variables, and then (ii) decide on the 
appropriate procedure to use. 

These steps follow. In case of the saving rate, Investment rate, Inflation rate and 
GDP growth rate, the Augmented Dickey-Fuller unit root test (ADF,1989) and 
Phillip Perron test (PP,1988) for the levels indicated that the series has a unit root. 
Given that unit root tests cannot precisely discriminate between trend stationary and 
non-stationary series without sufficient observations and in this study only 17 
observations were used. According to Mishra (2006),  it is logical to assume that all 
the variables are trend stationary. In the case of YPC the first difference of the 
variable is used. Other variables that are age dependency ratio and real interest rate 
are stationary.
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Detailed description of unit root test is given in table 1. The Ordinary Least Square 
method is used to regress saving and investment on their theoretical and potential 
determinants. 

     

Table 1: Results of Unit root test
                  A D F Test              Phillip Perron Test  Variable 
  With trend  Without trend  With trend  Without trend  

GDS  .492  .12105  .554  .12105  
GDS*  4.30  6.97917  4.30  6.97917  GDP

 
.7975

 
0.00253

 
.744

 
7.0E-08

 GDP*
 

9.057
 

21.4435
 

9.052
 
20.7085

 WPI
 

1.58
 

2.92
 

1.28
 

2.41
 WPI*

 
16.27

 
19.45

 
18.4

 
20.60

 R

 
6.52

 
9.994

 
6.60

 
10.21

 YPC

 
.0069

 
.063

 
.0001

 
.0068

 YPC*

 

4.8

 

6.85

 

5.69

 

7.89

 
Age dependency ratio

 

2.46

 

4.97

 

2.46

 

4.97

 
GDCF

 

.19859

 

.0777

 

.223

 

.08365

 
GDCF* 5.53 7.122* 5.53 7.119*

 

* significance at 5%level of significance
The proposed savings function:  The relation between the savings rate, growth and 
other relevant variables is proposed to be as follows:
S/Y = a1 + a2 GROWTH + a3YPC + a4DEPEND+ a5R+ a6WPI
S/Y- Saving rate                                             R - Real Interest rates
GROWTH- GDP growth rates                     YPC - Income per Capita    
WPI - Inflation rates as measured by Whole sale Price Index
DEPEND - Age Dependency Ratio

However in the final estimated equation variable age dependency and GDP 
Growth have been dropped as for these variables, coefficient is insignificant in all 
experimental runs. 
The proposed Investment function:  The relation between the Investment rate, 
growth and other relevant variables is proposed to be as follows:
I/Y = a1 + a2 GROWTH + a3 S/Y + a4DEPEND+ a5R+ a6WPI
I/Y- Gross Domestic capital formation        R- Real Interest rates
S/Y- Saving rate                                                   
GROWTH - GDP growth rates                             

However in the final estimated equation variable age dependency have been 
dropped as for these variables, coefficient is insignificant in all experimental runs. 

ECONOMETRIC RESULTS
The results obtained from the empirical set of analysis are described below in 

this section separately for saving and investment.
Results of saving function:  Table 2 reports the final estimated savings equation, 
together with a set of commonly used diagnostic statistics and coefficients relating to 
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the key explanatory variables. The estimated saving function is statistically 
significant at the 1% level (in terms of the standard F test) and performs well by the 
relevant diagnostic tests. Breusch Godfrey's test has been used as an indicator of no 
autocorrelation. This test is used as the Durbin Watson is not appropriate when the 
lagged value of regressand is used as a regressor (Gujarati, 2004). The null 
hypothesis in this case is that there is no autocorrelation and in this case the calculated 
value is insignificant which indicates that the null hypothesis of no autocorrelation is 
accepted. Ramsay's Reset also indicates that there is no specification error as the 
calculated statistic is insignificant. 

The saving function as whole showed a good fit as the goodness of fit stood at 
94.10%. The coefficients generally have signs that accord with economic theory.  
The Rate of interest has positive effect on saving behavior in India. A 1% increase in 
real interest rate is associated with a 2.4 percentage point increase in the saving rate. 
This finding is consistent with the Mc- Kinnon–Shaw proposition that, in an 
economy where the saving behavior is highly intensive in money and near-money 
assets, the direct incentive effect of high real interest rates on saving behavior 
(''income effect'') generally overwhelms the substitution of other assets for financial 
assets in response in face of such interest rate changes (''substitution effect'').
 We find that the Keynesian ''absolute income hypothesis'' holds for saving 
behavior in India––the coefficient for YPC is positive, and statistically significant at 
the 1% level. A 1% increase in per capita income seems to bring about a 0.003 
percentage point increase in the saving rate. Thus the Indian experience provides 
support for the argument that, for countries in the initial stages of development, the 
level of income is an important determinant of the capacity to save. In this respect, 
our results are consistent with the cross country results of Modigliani (1993), 
Hussein and Thirlwall (1999) and Loayza et al., (2000). We have also found that the 
savings in the previous time had a significant impact on the savings in the current 
time period. A 1% increase in SAVL brings about 0.31 percent change in the saving 
rates. 

Table 2:  Determinants of the saving rate in India: Regression Results

S/Y =  8.79  + 2.40 RL***  + .21WPI + ?.003 YPC **+ 0.31 SAVL*  
                        (1.83)              (1.24)        (4.55)            (2.15)        
    R^2adj. = 94.10%     S.E. = 1.083  
    AIC =  3.3743808521        BIC =  3.6641016229  
       

F(4,11) = 60.86352 [0.0000]
 

    
Ramsay’s Reset test = 1.288137 [0.2564]

 
    

Breusch Godfrey’s test = 0.138804 [0.7095]
    

 
*Coefficients are significant at 1% level of significance
** Coefficients are significant at 5 % level of significance
*** Coef ficients are significant at 10 % level of significance
Results of Investment Function: The Results for the investment function have been 
reported in table 3. The Durbin- Watson for this estimation turned out as 1.77, which 
is considerably good from a no autocorrelation point of view. The coefficients in the
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ABSTRACT
Globalization and the Internet technology have changed the way how 

organizations function. Intranet has become the safe and fastest communication tool 
with in the organization. While the advancement and the sophistication of the 
Intranet are progressing tremendously, this paper attempts to provide a conceptual 
understanding of the Intranet utilization, its antecedents and impacts. Based on prior 
research frameworks this article proposes a framework for studying intranet 
utilization and knowledge sharing. Intranet utilization arise out of user satisfaction, 
which is measured as the outcome of information quality, service quality and system 
quality as in the Information System (IS) Success model of DeLone and McLean 
(2003). Based on the proposed model, several propositions are formulated as a basis 
for the study. The collected data was analyzed through Partial Least Squares, a 
structural equation modeling technique. The study revealed that the user satisfaction 
in corporate portal depends on information quality, service quality and system 
quality. Managers planning to implement corporate portal should look into these 
aspects to improve the technology utilization. Model validation revealed that 
satisfaction of portal user lead to enhanced possibility of knowledge sharing.   

INTRODUCTION
Organizations obtain competitive advantage by creating, storing and applying 

knowledge. In the information age managing knowledge within the large 
organization is being recognized as an indicator to show how success of the 
organization is innovative, responsive and competitive (Alavi and Leidner, 2001). 

The knowledge development processes that identify, collect, classify, 
organize/store, share/disseminate, access, user/exploit, and generate (Skyrmie, 
1999) explain how we absorb, filter and regenerate the knowledge. Similarly 
knowledge utilization process has Acquisition, Sharing and Utilization stages. These 
two processes indicate that the knowledge is spread and is collected in the repository 
by knowledge sharing as the source.  Knowledge management system should get 
both explicit and tacit knowledge source for the people by knowledge sharing cycle.

Corporate Portals have emerged as gateways to streamline information access 
in firms.  They collect the information scattered across the enterprise, such as 
structured databases, email servers and document repositories and provides access to 
both internal and external information sources, such as the World Wide Web (www). 
The corporate portal also allows users to interact with other users to perform 
activities that require team collaborations. In knowledge management system 
perspective, a portal can collect information from different data source, organize the 
information and display it in clearly and concisely and allows the user to navigate 
through the information. 
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A corporate portal is a framework for integrating information, people and 
processes across organizational boundaries.  It is a concept for a Web site that serves 
as a single gateway to a company's information and knowledge base for employees 
and possibly for customers, business partners, and the general public as well. It 
provides a secure unified access point often in the form of a web-based user interface, 
and is designed to aggregate and personalize information through application-
specific portlets. One hallmark of enterprise portals is the de-centralized content 
contribution and content management, which keeps the information always updated. 

Enterprise information portal (EIP) is defined as the applications that enable 
companies to unlock internally and externally stored information, and provide users 
and single gateway to personalized information needed to make informed business 
decisions (Shilakes and Tylman, 1998). EIP is the integration of knowledge 
management and business intelligence functions, which manage, organize, and 
distribute both structured and unstructured data for business use (Hall, 2000).
User satisfaction and portal utilization:  The extent of the success of intranet 
implementation and use in the organisation has significant implications for 
organizational performance. The technology adoption model (TAM) suggests that 
intranet user acceptance behavior is influenced by a variety of antecedent factors 
including individual differences, social influences, beliefs, attitudes, and situational 
influences. Usage of intranet is influenced by external factors that affect the 
perceived ease of use; perceived usefulness and usage of intranet include technical 
support, Web experience, task equivocality, and task interdependence (Lee et al., 
2009).

Ives et al., (1983) defined user satisfaction as 'the extent to which users believe 
that the information system available to them meets their information requirement'. 
While Doll and Torkzadeh (1988), identified it as 'an affective attitude towards a 
specific computer application by someone who interacts with the application 
directly'. 
Knowledge sharing: Knowledge sharing is a fundamental knowledge management 
process. For large organisation, the ability to effectively share knowledge across the 
organisation can lead to new competitive intelligence being created and best 
practices being achieved, organisation wide. Knowledge sharing could be viewed as 
a subprocess which together with other processes make up the field of knowledge 
management. Some examples of knowledge management sub processes are 
knowledge publishing, knowledge acquisition (for expert systems), and knowledge 
discovery (through data mining). Individuals provide input into a knowledge process 
which in turn provides a given result which can be reported on. For example outputs 
could be published documents, staff education levels, patents etc. Knowledge 
sharing is one of the processes in knowledge management framework apart from 
knowledge creation, knowledge organization/storage, and knowledge application 
(Alavi, 1997). On the other hand, it can also be viewed as one of the elements in 
knowledge utilization cycle when combined with knowledge acquisition and 
knowledge utilization (Tiwana, 2000).

Nonaka and Takeuchi (1995), claimed that knowledge conversion processes 
connect tacit and explicit knowledge sources. Tacit knowledge can be defined as 
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knowledge which is personal, experiential and context specific. Explicit knowledge 
is the knowledge that has been codified, articulated and published in some way. 
Arguably the most critical of Knowledge Management processes is the process of 
knowledge sharing amongst individuals. Knowledge sharing is fundamental to the 
sharing of best practices, creating new knowledge and achieving shared learning. 

Ruppel et al., (2001), explored how social factors affected the implementation 
of intranets and the technology upon which many knowledge management (KM) 
systems are built. They argued that management should ensure that proper values are 
in place to optimize intranet implementation and facilitate knowledge sharing.  Rong 
et al., (2007) in their study quantified the relationship between knowledge sharing 
and performance, with contextual factors. Their study suggested that managers have 
to pay attention to some contingent factors of knowledge sharing that influences 
performance and which could improve the practice of knowledge sharing.
Model development: User acceptance has also been investigated in terms of data 
quality and knowledge distribution . Data quality means the information provided by 
the Web portal must fit the use of the employees and generate useful information for 
the users' decision-making, facilitate employees' growth and cross-department 
knowledge sharing. Alleyne et al., (2007) explored the impact of the use of the human 
resources (HR) intranet in terms of internal customer satisfaction.  Employees, who 
perceived their expectations as being met, expressed satisfaction with the HR 
intranet and recorded increased satisfaction with the HR function. The adoption of 
the portals by employees depended on the attitude and perception of them about the 
intranet. 

The DeLone and McLean (D&M) model has been found to be a useful 
framework for organizing Information System (IS) success measurements. The 
model has been widely used by IS researchers for understanding and measuring the 
dimensions of IS success. This model looks at user satisfaction as the factor of service 
quality, information satisfaction and system quality (Figure 1). This study used the 
model to measure the user satisfaction. Attempt was made to measure the intention of 
knowledge sharing by employees in the corporate portal and the authors propose that 
there exist a relationship between knowledge sharing and the user satisfaction. The 
relationships are represented in the figure 2.

Figure 1 Updated DeLone and Mclean IS success model (2003).
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suggested that an organization's goal is to convert tacit to explicit knowledge to 
enhance more sharing easily. This sharing and communicating of knowledge 
transforms individual knowledge into organizational knowledge.

METHODOLOGY
Research Design: The study is descriptive in nature. Based on the theoretical 
fundamental the conceptual model was proposed which needs to be empirically 
tested. Data for the study was collected from the primary sources through a survey. 

A multiple item survey instrument to measure the constructs depicted in the 
model was developed with the pervious literatures as base and the managers and 
users were used to screen for their relevance in the context of the study. The final 
questionnaire consisted of 15 items. All the items were measured using   the 5-point   
Likert   scale anchored by ''1'' as ''strongly disagree'' to ''5'' being ''strongly agree''. In 
addition, demographic variables such as age, gender, education levels, experience 
and level of computer skills were included. 

Unit of analysis: The software industry has onsite, offshore and virtual operations 
and hence requires a higher amount of application and information dissemination. 
Employees working away from the office may require consulting their offices on 
various aspects. Knowledge sharing in this kind of situation will lead to an efficient 
operation and improved organizational performance. Knowledge sharing is 
important in software industry and hence the population for the study comprised the 
employees of the software industry and the sample framework comprised the 
potential sample consisting of employees using a unit portal in a software company. 
The sample framework included people using various unit portals such that it 
covered all the functional units of the software company. The samples were obtained 
through a simple random sample from the sample framework.

Five hundred samples were selected through a simple random sampling 
technique from different software organizations and the questionnaire was 
distributed. 220 filled in questionnaires were obtained through direct and mail 
response. 
Tools and techniques for data analysis: Descriptive statistics was used to analyse 
the items in the questionnaire and the model was validated through Visual Partial 
Least Squares (PLS) a Structural Equation modeling technique. 

Table 1: Constructs of the study and their scale

S.No.  Dimension  Items  Scale  Source  
1 Information Quality     3 items  
2 System Quality  3 items  
3
 

Service quality 
 

3 items
 

4
 

User satisfaction 
 

2 items
 

5
 

Intention to share 
knowledge 

 

4 items
 

5-Point Likert 
Scale  - “1”  
Strongly agree to   
“5”   Strongly 
Disagree

 

Yang et al., 
(2005)
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Table 5:  Correlation of Latent Variables

The correlation matrix presented in the table 5 show that there is a fairly good 
correlation between User satisfaction and Knowledge sharing (0.516), and 
information quality (0.538), and service quality (0.622), and system quality (0.577). 
It was also observed that a weak to moderate correlation between the Knowledge 
sharing and the information quality (0.442), service quality (0.331) and system 
quality (0.483). This showed that there was no direct relationship between the factors 
of user satisfaction and knowledge sharing but as they combine to turn into user 
satisfaction it reflected a moderate correlation.

Finally the relationships of the constructs were understood from the results on 
the path model (figure 3). The user satisfaction was positively influenced by 
Information quality, System quality and Service quality of the corporate portal. The 
RSq value 0.459 indicates that the factors explain the user satisfaction to an extent of 
46%. Hence it was inferred that the major portion of job satisfaction was because of 
the factors taken for the study and the rest by unknown factors that were not studied. 
Of the user satisfaction factors; Service quality (0.499) contributed more for the 
satisfaction on the use of portals. Information quality (0.208) and System quality 
(0.160) were at the next level. On the intention of knowledge sharing, user 
satisfaction explains 34.1% and rest by unknown factors not taken for the study. The 
coefficient value of 0.584 shows the influence of the user satisfaction on knowledge 
sharing, i.e. changing the user satisfaction by one standard deviation would change 
the dependent variable (Knowledge sharing) by 0.584 standard deviations.  Table 6 
presents the result of the hypothesis testing from the path model. The standard 
coefficients were all positive and the RSq values which indicates the explanatory 
power of the estimated model are sizable and hence it was concluded that all the 
hypotheses that were proposed for the study were supported.

Constructs  Information  
quality  

Service  
quality  

System  
quality  

User  
satisfaction  

Knowledge  
Sharing  

Information 
quality  

1.000      
Service quality

 
0.452

 
1.000

    
System quality

 
0.348

 
0.613

 
1.000

   User 
satisfaction

 

0.538
 

0.622
 

0.577
 

1.000
  Knowledge 

Sharing 

 

0.442

 

0.331

 

0.483

 

0.516

 

1.000

 

 

 

Information 
Quality

 

System

 

Quality

 

User 

 

Satisfaction

 

Knowledge 

 

Sharing

 

Service 
quality

 

0.208

 

0.160

 

0.499

 
0.584

 

RSq=0.459

 

RSq=0.341

 

 Figure 3 Empirical Model 
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Table 6 Results of the hypothesis testing

FINDINGS AND DISCUSSION
The dimensions of user satisfaction in corporate portal, information quality, 

system quality and service quality were found to be significant. This proved that the 
DeLone and McLean (D&M) of IS success is useful in measuring the user 
satisfaction on technology like corporate portal. It was found that service quality is an 
important factor that influenced the user satisfaction. This was because the users 
separating the information content perceived the service quality from the delivery 
system that can effectively give even a small piece of information. Next to service 
quality, information quality influences the user satisfaction. Information quality is 
seen as the characteristics of the information such as of relevance, timeliness, 
reliability,   currency and accuracy. The corporate Portals need to provide a complete 
information  such as  company information, professional advice,  research  reports,  
hyperlinks  to  relevant  Web sites, contact information, and archives in addition to 
the core offerings to  facilitate  user  understanding of  the  problem and   decision  
making.  System quality has also been found to influence the user satisfaction. 
Corporate portal users are attracted by the appearance and   visual   design and also 
on the integrity of the portal in providing a secure, speedy log-on, all time access, 
search and downloads. 

Traditionally, companies drove their employees to compete among themselves 
which may collectively result in organizational performance. This makes the 
employees holding their knowledge for themselves in order to keep a competitive 
edge over their co-workers. In the knowledge management (KM) era, the 
organizations do not prefer to spend their critical resources on reinventing the wheel 
and therefore encourage employees to share their knowledge. In addition, 
organizations need to provide means for which the employees can easily participate 
in knowledge sharing. Corporate portals have become one such tool to collect, 
organize and develop a sharable repository of knowledge. To bring out the tacit 
knowledge of the employees the management has to buy-in by motivating them. 
Though previous evidences suggest that employee acceptance of or resistance to 
intranets as a knowledge-sharing environment is a management and corporate 
culture issue rather than a technology issue. This study highlighted that motivation

Proposition  Description  
Std 
coefficient  

Rsq  Result  
H1  The user satisfaction is positively 

influenced by Information quality.  
0.208  Supported  

H2
 

The user satisfaction is positively 
influenced by System quality.

 
0.160

 
Supported

 
H3

 
The user satisfaction is positively 
influenced by Service quality.

 

0.499
 

0.459
 

Supported
 H4

 
The intention to share knowledge 
is positively influenced by the user 
satisfaction.

 

0.584

 
0.341

 
Supported
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technology, information flows and foreign investment mobility. (Vashisht, 2004), 
Economic Reforms in the real sector of an economy fail to realize their full potential 
without parallel reforms in the financial sector. The financial sector refers to a general 
improvement in the functioning and efficiency of the financial system as a whole and 
the removal of impediments to its long term developments. As a result of financial 
sector reforms, there is a shift in the focus from quantitative to qualitative growth and 
Indian banking should be subjected to rigors or prudential norms of operations and 
competitive environment. The deregulation, the vital component of the financial 
sector reforms, has increased the overall profitability of banking industry (Ram 
Mohan, 2002), The banking sector reforms aimed at enhancing the productivity, 
efficiency and competitiveness of the banking industry. The financial sector reforms 
seem to achieve: (I) Improvement in the financial health (II) Improvement in the 
competitive capabilities (III) Improving financial infrastructure relating to 
supervision, audit, technology and legal framework (IV) Improvement of level of 
management competence (V) Suitable modification in the policy framework. Bajaj 
(2000), observed that IT and communication networking systems have 
revolutionized the functioning of the bank groups. It has also increased the e-
commerce in India. Secondly, increasing competition among a broad range of 
domestic and foreign institutions, in product marketing area, has become a prevalent 
practice. Thirdly, in line with the increase in overall economic activities, financial 
institutions too have modified themselves accordingly in all the spheres including 
customer services. 
Growing Competition: The opening of the banking sector to private as well as 
foreign banks has been a major milestone in the history of the industry in the country. 
As a result of the deregulation of the sector, a host of new generation private sector 
banks have entered the scene. Increased competitive pressure is forcing public sector 
banks to wake up from their deep slumber and adapt to the changing business 
environment so as to remain competitive. On the positive side, public sector banks 
have begun responding to the challenges well, although many of them are yet to gear 
up to meet the challenges of the deregulatory era. Today, there is a greater emphasis 
on customer convenience, which is the key to success. Technology has emerged as a 
key enabler to achieve this objective, and is now an integral component of any bank's 
core strategy. It is helping new generation banks overcome the disadvantage of late 
entry by allowing them to achieve greater market penetration without having a brick 
and mortar structure, which is time consuming and expensive. The proliferation of 
ATMs, I-banking etc., is helping banks in bringing down their operational costs, 
which is allowing them to stay competitive even as competition is heating up.
Universal Banking- The New Growth Avenue: Another notable change that has 
taken place in the banking environment of the country is the introduction of 
“Universal Banking”, which refers to cross-selling of financial products and enables 
a bank to act as a one stop financial supermarket. It is also helping transform the 
financial institutions in the country that were facing bleak prospects as their 
traditional sources of lending dried up and became virtually non-existent. Further, it 
is attracting existing banks. Today, many banks have begun to migrate to the 
universal banking model, which has opened up new avenues of growth for them. 
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Several banks are now foraying into areas such as credit cards, insurance, mortgage 
financing, investment banking, securitization, mutual funds etc. and they are offering 
different services to their customers under one roof. This is also fueling the growth of 
these banks.
Basel II – Challenges: As the process of integration of the Indian economy with the 
global economy gains momentum it will pose significant challenges to the banking 
sector in India as a whole. A major challenge it faces is the implementation of Basel II 
norms. The Basel II norms relates to the new comprehensive framework for global 
capital standards laid down by the Basel committee on banking supervision. RBI has 
asked Indian banks to gear up to migrate to the new guidelines by the end of 
December 2004. In its annual policy statement in May 2004, RBI announced that 
banks in India should examine the options available under Basel II and draw a road 
map by the end of 2004 so that they are ready for the migration to Basel II, and review 
the progress made thereof at quarterly intervals. The Basel II norms will be 
implemented from 2006. However, banks are concerned that unless some loopholes 
are plugged it will be difficult to implement the norms in their entirely. According to a 
survey finding by Federation of Indian Chamber of Commerce and Industry (FICCI), 
the low level of computerization, the absence of robust internal credit rating 
mechanism and a Strong Management Information System (MIS) and the lack of 
training and education among employees are the prime reasons why Indian banks are 
reluctant to shift to the Basel II norms by 2006. Keeping in view all the developments 
the present papers focus on the changing landscape of Indian banking industry and 
formulate strategies for its further development. 

This paper has been divided into five sections. After the brief introduction, 
second section deals with the review of related studies. Third section deals with 
objectives and research methodology and data base. Fourth section relates with 
findings and whereas last section conclude the paper.

REVIEW  OF LITERA TURE 
Aggarwal et al., (2007-08) analyzed the performance of the banking sector and 

considered as a proxy for the economy as a whole, due to banks wide spectrum of 
exposures. The paper argues that to survive and thrive in the long run, banks need to 
pursue strategies that enable them to develop resources that are inimitable, rare, 
durable and superior to competitors, while consolidation and convergence are no 
doubt necessary to survive, they are by no means sufficient. The most important point 
is that mergers and acquisitions in the banking sector must be market led rather than 
prompted by government or regulator. We are sure that our banking institutions, as in 
the post, shall rise to the occasion and show the required flexibility to absorb and 
adopt. 

Bhattacharya and Sinha  (2008), discusses a recursive vector auto regression 
methodology to examine the transmission of shocks from major macroeconomic 
variables on the default rate of banks. This is the first attempt in the Indian context 
that studies the links between asset quality and macroeconomic shocks using the 
Vector Autoregression (VAR) model. The implication of this study is that with the 
forth coming fuller capital account convertibility (FCAC) banking sector in India is 
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likely to be under increased stress in view of the exchange rate volatility and 
consequent rise in interest rates. 

Goyal  and Thakur (2007-08) concludes that public sector banks will have no 
monopoly and licenses were granted to new public sector banks and foreign banks. 
Public sector banks realizing that government was no longer there to reduce them 
started devising various strategies for survival and growth. In the present study the 
researcher has taken 3 public and private sector banks. The present study is based on 
primary data as well as secondary data. The secondary data were collected from 
technical books, articles, previous studies, committee reports, IBI bulletins, RBI 
bulletins, staff training, college of the SBI, and statically data relating to banks. The 
primary data related to attitude of customers towards banking services were collected 
with the help of questionnaire. The challenge for public sector banks as well as 
private sector banks will be in the area of people, technology and competition. They 
must continuously invent new products and service in the light of envisaged changes. 

Jagadeesha and Deene (2007-08), analyzed the Indian retail and concluded that 
it has emerged as one of the most dynamic and fast paced industries with several 
players entering the market. The paper presents attempts to discuss on the growth of 
retail sector, different formats of retail sector, bringing out opportunities and 
challenges of Indian retail sector and place on record the suggestion to fill the gray 
areas and conclusion. The future of the Indian retail sector looks promising with the 
growing of the market, with the government policies becoming more favorable and 
the emerging technologies facilities operations. The retail sector is still at the nascent 
stage, which needs proper regulations for effective operations. Proper growth of 
retail sector, makes a GDP of the country still stronger and generate robust 
employment opportunities to the million of peoples and there by help country to 
achieve significant economic growth by 2020.

Kamakodi (2007), examines how computerization has influenced the banking 
habits and preference of Indian customers and which factors influence these 
preferences. Changing of residence, salary account and non-availability of the 
technology based services were given as the three main reasons for changing the 
bank.

Lal (2007), concludes that the main challenge ahead in the new millennium in 
banking and financial sector contain changing economic and banking environment, 
global competition, capital structure, transparency in reporting accounts, employee 
productivity, risk management, market discipli ne, sound human resource 
management and training and development. 

Loganathan (2007), summarized that in this highly competitive environment, 
banks face the challenge of getting the outcome from the employees, retain them and 
motivate them for orienting towards the organizational goals. Competition, 
convergence and consolidation have become the key drivers of Indian banking. 
Public sector banks have to consider the motivating factors to meet the challenge. 
They are facing in management of their human resource. Better salary along with the 
incentives for better performance, career prospects, organization image are still the 
most important factors for motivation. This may be because unlike the public sector 
banks the compensation structure is negotiable and flexible in private sector banks.
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G-I
G-II
G-III 
G-IV
G-V

SBI and its associates (08)
Nationalized banks (20)
Old private sector banks (20)
New private sector banks (07)
Foreign banks (29)

Parameters of the study: The parameters considered for the study were 
l Net Profit as a percentage of working funds
l Business per employee
l Net NPA as a percentage of net advances 
l Human Resource Management 
l Return over assets 
l Globalization of Indian banks 
l Computerized branches as a percentage of total branches
l IT index

Mean, S.D, C.V have been calculated to compare the performance of all the bank 
groups. 
Database: The study used the Performance Highlights, Various Issues, 1997 to 2007, 
IBA Mumbai. 

RESULTS AND DISCUSSION 
Using the data collected, the Net Profits as a percentage of Working Funds 

Business per Employee, Net NPA as a percentage of Net Advances, Human 
Resources Management in Indian Banks, Return on Assets and Net Profits as a 
percentage of Working Funds were calculated. 
Net Profits as a percentage of Working Funds Business per Employee: 
Profitability is an important criterion to evaluate the overall efficiency of bank 
groups. Profitability is a relative concept and indicates net profit as a percentage of 
working funds. It shows the efficiency with which a bank deploys its total resources 
to optimize its profit and thus serve as an index to the degree of asset utilization and 
managerial effectiveness. Trends in the profitability of the post-economic reforms 
period in India are shown in Table 1. Profitability in terms of average is the highest in 
new private sector bank (1.03 per cent) and foreign banks (1.15 per cent). On the 
other hand, it is comparatively very low in case of public sector banks i.e. only 0.75 
per cent.  
Business per Employee: The table 1 indicates the business per employee of Indian 
banking industry. The study reveals that foreign bank groups have the maximum 
average of business per employee as compared to other bank groups. Foreign banks 
are more benefitted than other bank groups. But on the other hand, public sector 
banks have very low average. 
Net NPA as a percentage of Net Advances: Non-Performance assets adversely 
affect the profitability of various bank groups. No doubt, Net NPAs as a percentage of 
net advances has declined in all the bank groups but the maximum decline is 
observed in private sector banks. This is the major reason of their high profitability. It 
also indicates the soundness of banks. Average ratio of Net NPAs as a percentage of 
net advances is the lower in G-IV and G-V (Table 2).
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Table 1 : Business per employee 

 
Net Profits as a percentage of 

Working Funds  
Business per Employee  

Years
 

G-I
 

G-II
 

G-III
 

G-IV
 

G-V
 

G-I
 

G-II
 

G-III
 

G-IV
 

G-V
 1997-98

 
0.77

 
0.63

 
1.59

 
0.98

 
0.98

 
0.86

 
1.16

 
6.50

 
4.54

 
95.34

 1998-99

 
0.42

 
0.48

 
1.05

 
0.99

 
0.99

 
1.06

 
1.40

 
7.94

 
5.03

 
107.44

 1999-2000

 
0.57

 
0.84

 
0.97

 
1.25

 
1.24

 
1.25

 
1.70

 
9.76

 
6.31

 
126.14

 
2000-01

 

0.42

 

0.62

 

0.81

 

-0.72

 

0.71

 

1.60

 

2.00

 

7.46

 

9.03

 

159.93

 
2001-02

 

0.72

 

1.08

 

0.41

 

0.13

 

0.13

 

1.91

 

2.24

 

8.96

 

10.07

 

197.59

 
2002-03

 

0.96

 

1.17

 

0.90

 

1.57

 

1.56

 

2.15

 

2.99

 

10.94

 

10.31

 

221.90

 
2003-04

 

1.12

 

1.16

 

1.22

 

1.65

 

1.64

 

2.47

 

3.17

 

8.73

 

9.57

 

850.25

 

2004-05

 

0.89

 

0.22

 

1.13

 

1.30

 

1.29

 

3.06

 

3.55

 

8.75

 

9.40

 

307.62

 

2005-06

 

0.83

 

0.54

 

0.99

 

1.52

 

1.52

 

3.69

 

4.23

 

9.02

 

10.08

 

374.54

 

2006-07

 

0.85

 

0.76

 

0.92

 

1.65

 

1.47

 

4.61

 

4.96

 

8.11

 

9.95

 

434.05

 

Average

 

0.75

 

0.75

 

0.99

 

1.03

 

1.15

 

2.26

 

2.74

 

8.61

 

8.42

 

287.48

 

S.D.

 

0.22

 

0.31

 

0.30

 

0.76

 

0.46

 

1.21

 

1.25

 

1.22

 

2.23

 

228.56

 

C.V. (%)

 

29.33

 

41.33

 

30.30

 

73.78

 

40.00

 

53.53

 

45.62

 

14.16

 

26.48

 

79.50

 
 

Table 2 : Human Resources Management in Indian Banks

 
Net NPA as a percentage of Net 
Advances

 
Human Resources Management in Indian Banks  

 
         Years

 

G-I

 
G-II

 
G-III

 
G-IV

 

G-V

 
G-I

 
G-II

 
G-III

 
G-IV

 
G-V

 1997-98

 

8.72

 

8.26

 

9.14

 

5.00

 

2.95

 

322456

 

561008

 

62450

 

3826

 

14725

 
1998-99

 

7.77

 

8.44

 

7.32

 

4.11

 

2.74

 

319877

 

563295

 

59474

 

5232

 

15078

 
1999-2000

 

7.23

 

7.84

 

5.89

 

2.63

 

2.10

 

315546

 

558158

 

59324

 

7053

 

13509

 

2000-01

 

6.29

 

7.01

 

6.68

 

8.12

 

1.95

 

289654

 

507677

 

55083

 

12480

 

10857

 

2001-02

 

5.45

 

6.02

 

6.37

 

3.62

 

1.92

 

284053

 

472572

 

54894

 

18202

 

11053

 

2002-03

 

4.12

 

4.77

 

5.16

 

0.66

 

1.65

 

282923

 

472514

 

47089

 

18766

 

11751

 

2003-04

 

2.71

 

3.46

 

3.62

 

1.86

 

1.47

 

280676

 

141951

 

52983

 

28109

 

14662

 

2004-05

 

2.23

 

1.84

 

2.63

 

1.46

 

0.86

 

278269

 

467983

 

52991

 

39420

 

17210

 

2005-06

 

1.63

 

1.16

 

1.71

 

0.74

 

0.83

 

270611

 

463479

 

50903

 

57970

 

20966

 

2006-07

 

1.23

 

0.73

 

1.11

 

0.36

 

0.55

 

270615

 

460101

 

50193

 

74825

 

23997

 

Average

 

4.73

 

4.95

 

4.96

 

2.85

 

1.70

 

466873.8

 

291468.0

 

54538.40

 

26588.30

 

15380.80

 

S.D.

 

2.72

 

2.99

 

2.61

 

2.42

 

0.79

 

121953.42

 

20107.79

 

4745.57

 

23955.88

 

4290.70

 

C.V. (%)

 

57.50

 

60.40

 

52.62

 

84.91

 

46.47

 

26.12

 

6.89

 

8.70

 

90.09

 

27.89

 
 

Source: Performance Highlights, Various Issues, 1997 to 2007, IBA Mumbai

Source: Performance Highlights, Various Issues, 1997 to 2007, IBA Mumbai

Human Resources Management in Indian Banks: Due to the introduction of VRS 
in public sector banks, number of employees has decreased at the end of the study 
period. In G-V and G-IV number of employees has increased due to the expansion of 
network in rural, semi-urban and urban areas. Number of employees has increased in 
these bank groups. Average of employees is much higher in SBI bank groups      
(Table 2). 
Return on Assets: Return on assets defined as net income divided by total assets, 
measures the bank profit per currency unit of assets. Return on assets shows the 
efficiency of bank groups. The study reveals that foreign banks have the maximum 
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average return on assets (Table 3). In other words, foreign banks are more efficient as 
compared to other bank groups.

Table 3 :  Return on Assets

Years  G-I  G-II  G-III  G-IV  G-V  
1997-98  0.98  0.58  0.75  1.42  0.89  
1998-99  0.54  0.43  0.47  0.99  0.76  
1999-2000  0.84  0.53  1.28  1.10  0.38  2000-01

 
0.66

 
0.43

 
0.81

 
0.75

 
0.37

 2001-02
 

0.74
 

0.65
 

1.06
 

0.76
 
0.82

 2002-03
 

0.91
 

0.98
 

1.06
 

0.52
 
0.85

 2003-04
 

1.33
 

1.27
 

1.27
 

0.75
 
1.57

 2004-05

 
0.83

 
0.90

 
-0.19

 
1.08

 
0.50

 2005-06

 
0.80

 
0.84

 
0.37

 
1.21

 
1.56

 2006-07

 

0.86

 

0.97

 

0.33

 

1.01

 

  2.06

 
Average

 

0.84

 

0.75

 

0.65

 

0.95

 

0.97

 
S.D.

 

0.21

 

0.27

 

0.57

 

0.26

 

0.56

 
C.V. (%)

 

25.00

 

36.00

 

87.69

 

27.36

 

57.73

 
 

Source: Performance Highlights, Various Issues, 1997 to 2007, IBA Mumbai
Indian Banks Operating in Global Market:  Table 4 listed the public sector and 
new private sector banks working at abroad. It is crystal clear from the table that even 
after sixteen years of the enactment of the LPG policy, Indian banking industry is far 
away from achieving 100 pc globalization of its banks. Indian banking industry has 
28 public sector banks, but only 13 banks out of it have branches, subsidiaries, 
representative offices and joint venture banks working in some foreign countries. 
The present share of public sector banks at abroad is 87 pc and that of new private 
sector banks is only 13 pc. Out of public sector banks, Bank of Baroda had the largest 
share (29 pc) in 2006-07, followed by State Bank of India (26 pc) and Bank of India 
(14.50). These banks have 56, 50 and 28 branches respectively working in some 
foreign countries. 

Similarly, among the new private sector banks, HDFC Bank had the largest 
share (8.81 pc); it has 17 branches at abroad. But these numbers of branches are not 
sufficient to give Indian banking industry the shield of globalized Indian banking 
industry.
Ful ly computer ized br anches as a percentage of wor king funds:  
Computerization is a positive step to the growth of banks. With the help of computers 
work can be done very fast in banks. Not only the present work load can be reduced to 
a great extent but also the bank can expand its working area with the same manpower. 
In these days, most of the banks are becoming computerized. It can be seen from the 
table 5 that G-IV and G-V are fully computerized and in G-I and G-II has also high 
computerization i.e. 88.99 pc and 52.71 pc respectively. But G-III is not highly 
computerized. Average rate of computerization of this group is only 37.38 pc. Thus, it 
is the need of the hour that this group should also computerized their branches.
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IT  Index: The IT index of all bank groups has been presented in table 6. It is a 
remarkable progress of all bank groups that IT index has been increased in all bank 
groups. The average of IT index is the maximum in G-III and G-IV. 

Table 6: IT Index 

Years G-I G-II G-III G-IV Industry 
1997-98 38.94 38.73 46.79 49.40 41.51 
1998-99 40.80 39.05 53.83 51.62 41.65 1999-2000
 

41.25
 

39.98
 

55.52
 

52.83
 

42.14
 2000-01

 
42.03

 
41.34

 
57.58
 

57.29
 

43.20
 2001-02

 
42.89

 
42.01

 
58.61
 

57.69
 

43.97
 2002-03

 
43.88

 
44.31

 
61.51

 
60.76

 
44.39

 2003-04

 

44.75

 

44.60

 

61.29

 

59.10

 

44.72

 
2004-05

 

45.66

 

45.86

 

58.44

 

69.60

 

45.40

 
2005-06

 

46.70

 

48.08

 

59.73

 

59.52

 

45.96

 
2006-07

   

-

   

-

   

-

   

-

   

-

 
Average

 

42.98

 

42.66

 

57.03

 

57.53

 

43.66

 

S.D.

 

2.49

 

3.23

 

4.57

 

5.97

 

1.63

 

C.V. (%)

 

5.79

 

7.57

 

8.01

 

10.37

 

3.73

 
 

Source: Performance Highlights, Various Issues, 1997 to 2007, IBA Mumbai
CHALLENGES FACED BY PUBLIC SECTOR BANKS 

The efficiency of public sector banks is quite low, when we compare with that of 
foreign banks. The public sector banks are facing many challenges as discussed 
under 

1. High NPAs in Public sector banks: No doubt, in the reforms NPAs has 
declined but still they are very high in case of public sector banks. They are 
adversely affecting the profitability of public sector banks. 

2. Technology in banks:  Public sector banks have started computerization 
and use of IT in banks but only 20 percent transactions are done through e-
channels, where in case of new private sector banks and foreign banks 70 
percent transactions are done through IT. There is 100 percent 
computerization. On technology front our public sector banks are lagging 
behind and due to this factor customers are shifting from these banks to new 
private sector banks and foreign banks.

3. Capital Structuring:  There is a need to tap the capital market at fairly 
regular intervals to augment capital. Public sector banks are exercising very 
poor response to collect the capital. There is a need to win the market 
confidence in the fierce market competition era.

4. Risk Management in Banks: Today, instead of banks managing the risk, 
risk is managing the banks. A clear understanding of the risk return profile 
of each activity of the bank is crucial to ensure the sundress and solvency of 
the organization. Skill up gradation and preparing a cadre for the risk 
organization is a major challenge for public sector banks, particularly in the 
wake of high labour turnover.
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compared to their counterparts.  The major implication of the paper is that public 
sector banks should take strong and effective measures to cop up with some glaring 
challenges like high NPAs, poor technology infrastructure, lack of autonomy in 
HRM, lack of corporate governance in public sector banks.   
        The public sector banks should pay greater attention to profitability, including 
cost reduction and increasing fee based income, effective CRM, better quality of 
services, technology upgradation. To make public sector banks world class, five 
factors are important to consider and create: Vision, Values, Innovation, Leadership 
and Social Commitment.  Keeping in mind the above analyses and adopting the 
above strategies would help the banks compete in the global market.
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ABSTRACT
Creating, developing, implementing and maintaining successful brands are 

frequently at the heart of marketing strategy. Brand personality can be a key source 
of brand differentiation. The purpose of the research reported here was to measure 
the brand personality of a newly launched Indian automobile brand, NANO. Brand 
personality construct consists of five dimensions: Sincerity, Excitement, 
Competence, Sophistication and Ruggedness. A survey was conducted with the help 
of 42 items using the brand personality scale, developed by Aaker. The sample 
included 146 management students enrolled in various management institutes 
located in Ahmedabad and Gujarat, India. Confirmatory factor analysis was used to 
validate the brand personality dimensions. Four dimensions sincerity, excitement, 
competence and sophistication were validated in this research, while one dimension, 
ruggedness, was not validated.

INTRODUCTION
Brands belong to the daily life of consumers who might be attached, committed 

or loyal to some of them. Creating, developing, implementing and maintaining 
successful brand is frequently at the heart of marketing strategy. Consumers face a 
variety of brands--all of which make functional promises. But advances in 
technology make it difficult to sustain a functional advantage with the result that 
brands competing in the same category have become functionally more similar. It is 
widely accepted that brands satisfy emotional needs apart from fulfilling the 
functional needs. Brand personality can be a key source of brand differentiation 
(Sharp, 2001). Although brands are inanimate objects, consumers often view brands 
as having human characteristics (Aaker, 1996).  Brands are perceived to possess a 
personality that consumers use as an avenue for self expression or to experience the 
emotional benefits by which the brand differentiates itself from others (Phau and 
Lau, 2000). 

Undersigning brand personality is an important component of brand 
management. Consumers tend to assign a distinct personality to a brand depending 
on various associations with the brand. These perceptions of personality influence 
the consumer decision making process while purchasing. Consumers select brands 
with personalities that are acceptable to them (Aaker, 1999). It is believed that, more 
the similarity of the brand personality with human personality, more is the preference 
for brand. Brand personality is a strategically important construct that can help firms 
achieve enduring differentiation and sustainable competitive advantage (Plummer, 
1985; Biel 1993; Diamantopoulos, et al., 2005; Freling and Forbes 2005a; Venable et 
al., 2005). Thus, the development of a clearly defined brand personality is an
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myriad brands in the market, thus potentially influencing consumers' brand purchase 
intention (Wang and Yang, 2008).

Prior research indicates that a strong and positive brand personality could result 
in favorable product evaluations. Aaker (1997), argued that specific dimensions of 
brand personality such as excitement and sophistication were found to be positively 
related to perceived quality when symbolic meanings were attached to brands. Aaker 
(1996), also pointed out that a distinctively positive brand personality could be more 
indicative of more favorable brand equity than when only product information is 
given.

A strong, favorable brand personality provides emotional fulfilment and may 
lead to image enhancement, an increased willingness to continue using a given brand, 
to try a new brand or brand extension and to pay premium prices for a brand (Freling 
and Forbes, 2005b; Venable et al., 2005; Chang and Chieng, 2006; Kressman et al., 
2006).

Until recently, measuring brand personalities was difficult due to the lack of a 
reliable, valid and generalizable scale. Aaker (1997), conducted an extensive study in 
which 631 subjects rated 37 brands on 114 personality traits. The results of her 
analysis revealed five major dimensions of brand personality, each of which has two 
or more personality traits associated with it: Sincerity, Excitement, Competence, 
Sophistication and Ruggedness. Sincerity represents warmth and acceptance; 
Excitement represents sociability, energy and activity; Competence represents 
responsibility, dependability and security; Sophistication represents class and 
charm; and Ruggedness represents masculinity and strength.

Aaker's work has inspired a spate of studies that seek to validate and refine the 
brand personality scale across a variety of contexts and cultures. The specific 
dimensions of brand personality have been examined among French (Ferrandi, 
Valette-Florence and Fine-Falcy, 2000), Japanese, and Spanish (Aaker, Benet-
Martinez and Garolera, 2001) consumers. Table 1 summarizes the dimensions that 
have been found in the various studies of brand personality.

However, there is lack of research in the area of measuring personality of Indian 
brands. To fill this gap, this study was conducted to measure brand personality of 
NANO brand using the brand personality scale developed by Aaker (1997).
REASEARCH METHODOLOGY

The objective of this study was to measure the personality of NANO brand. This 
study used Aaker's (1997) brand personality scale, having five dimensions and 15 
facets that encompass 42 items, to measure the personality of NANO brand. Data 
were collected on a convenience sample of 167 management students who were 
asked to indicate their judgments of brand personality for the NANO on the list of 
items, using a 5-point Likert type scale ranging from 'not at all descriptive (1)' to 
'extremely descriptive (5)'.  The respondents were students enrolled in various 
management institutes in Ahmedabad and Gujarat, India. Data were collected during 
last week of July, 2008.

A total of 167 respondents participated in the survey. The demographic profiles 
of the respondents are illustrated as follows: The sample consisted of 54.5 percent of 
male and 45.5 percent of female respondents. Respondents were management
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students between the age group of 23 and 27 years. Almost 62 percent of the 
respondents reported that their family income was more than Rs. 20,000 per month. 

Table 1: Brand Personality Dimensions: Various Studies
Author (s)  Product/Brand  Sample (N)  Brand Personali ty 

Dimensions  
Aaker (1997)  Four product groups 

/ 37 brands  
National, N=631  Sincerity, 

Sophistication, 
Ruggedness, 
Competence and 
Excitement 

 Ferrandi, 
Valette –

 Florence and 
Fine-Faley 
(2000)

 

Three product 
groups / 12 brands 

 

Convenience 
(students) France

 N = 246

 

Sincerity, 
Dynamism, 
Femininity, 
Robustness and 
Conviviali ty 

 
Aaker (2000)

 

Cruise  line Cologne 

 

Convenience 
(graduate students 
in United states 
and Tokyo) 

 
N=74

 
Mall  intercept (at 
two West Coast 
grocery stores).

 

N = 198

 

Sincerity, 
Sophistication, 
Competence, 
Excitement and 
Peaceful 

 

Study 1: Four 
product groups / 25 
brands 

 

Japanese national 
mail  panel 
N=1495

 

Excitement, 
Sincerity, 
Sophistication, 
Competence and 
peaceful 

 

Study 2: Four 
product groups / 25 
brands

 

Japanese graduate 
students / US 
Japanese exchange 
students N=90

 

Excitement, 
Sincerity, 
Sophistication, 
Competence and 
peaceful

 

Aaker, Benet-
Martinez, and 
Garolera (2001)

 

Study 3: Four 
product groups / 25 
brands

 

Spanish national 
mail  panel  N=692

 

Excitement, 
Sincerity, 
Sophistication, 
peaceful and 
passion 

 
 

Source: Venable, B.T., Rose, G.M., Bush, V.D., and Gilbert, F.W. (2005), The Role of 
Brand Personality in Charitable Giving: An Assessment and Validation.  Journal of 
the Academy of Marketing Science,  33(3),  295-312.
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PRN: Women empowerment - is it an issue that is taken up seriously in India or is it an 
impulse?

MST: Removing harassment is not women entrepreneurship. In our institutions we 
have 50% women and so in our factory.  There are opportunities for women. For 
hundreds of years they have been suppressed. There are few corecompetent areas for 
women, empower them in those areas and develop their values in those areas. Say 
family management, is an excellent example in which women excel. In maintaining 
and sustaining relationship with the relatives, family members, getting work done 
from the servants, looking after the investment strategies with excess money, 
grooming good children for nation building, interior decoration for the house etc. We 
can think of having a management course on family management. 

PRN: What are the differences between international business and Indian 
Business management? 

MST: Both are the same, except for few aspects. One such thing is the foreign 
exchange management.  Be careful in managing the fluctuations of foreign trade. 
Have no compromise on quality when you supply on credit terms, have great 
relationship with your customers. When there are global changes, the first one that 
would be hit is the international business. They should be careful in operating their 
cash flows and reserves and surplus. 

PRN: How could small industries cope up in this slow down?

MST: Generate cash reserves to sustain for six months, which will help them 
manage themselves. Do not rely on one single company for orders. 

PRN: Thank you for your time, Mr. Settu.
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BOOK REVIEW

“HOW THE MIGHTY FALL  AND WHY SOME COMPANIES NEVER GIVE IN” 
by Jim Collins (Random House Business Books, London, 2009).

1Dr. B. Sripirabaa

Jim Collins begins with recalling the advice of his mentor, 
Stanford professor Bill Lazier: "Don't try to come up with the 
right answers; focus on coming up with good questions", 
which Collins succeeds in achieving in this book. He focuses 
on a two-part question towards leading companies 'what 
happened leading up to the point at which decline became 
visible and what did the company do once it began to fall?', 
which is really thought provoking.  Collins study involved a 
controlled comparison set of eleven pairs of companies which 

focussed not in identifying what successes or failures shared in common, but in the 
learning's from the contrast study between success and failure. In both the exemplars 
and the comparison companies, he revisits the compiled corporate histories and 
identifies the performance stumbles in preceding periods. 

Jim Collins and his team studied the companies that used to be successful, but 
eventually on the path of failure; some died, some recovered, and thus quoting 
Tolstoy's famous line “All happy families are alike; each unhappy family is unhappy 
in its own way,” which nevertheless applies to companies too. 

Collins proposes a model and describes the typical path of how companies could 
fall in five phases, which would equally be useful to leaders who seek to prevent, 
detect or revive decline

1. Hubris born of success 
2. Undisciplined pursuit of more
3. Denial of risk and peril
4. Grasping for salvation
5. Capitulation to irrelevance or death 

and classifying the behaviours that can show up in each phase. 
Collins brings in a lot of thoughts as to why and how the decisions taken by the 

eleven pairs of companies have either let them to success or pulled them to fall, which 
highlights the importance that needs to be given to minute details in the case of 
Challenger Space Shuttle. But the question Collins starts with "how would you 
know?" is not answered in the book because the criteria set to identify or see when the 
fall is coming up is not clear. He admits that the study of failures are more difficult and 
instead of pointing out specific activities or actions that doom the companies. Collins 
discusses the interventions organizations adopted - making panicky, desperate 
moves, destroying momentum with chronic restructuring, searching for a leader-as-
savior, with a bias for selecting a visionary from the outside who'll ride in and 
galvanize the company. 
1 Dr. B. Sripirabaa, Assistant Professor, GRG School of Management Studies, Peelamedu, Coimbatore  

641004. E- Mail: sripirabaa@grgsms.com
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