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An Assessment of Customer Satisfaction and Net Banking Services 
in Selected Banks with Special Reference to ATM Services 

 
Dr. Pratyush Tripathi 

Professor, Faculty of Management Studies, VNS Group of Institutions, Bhopal (M.P.)  
Email: pratyush077@gmail.com, Contact No:  +919424337786 

 
 

Abstract 
 

Present research is based on empirical evidences collected through the 
customers’ survey regarding to the customers Satisfaction in internet banking 
services with special reference to ATMs services of some select banks. It is 
an effort to examine the relationship between the demographics and 
customers’ satisfaction in internet banking.  Present research shows that, 
demographic of the customers’ are one of the most important factors which 
influence the use of internet banking services. Overall results show that 
percentage of Males, Urban people, younger persons, Salaried people are 
more satisfied with Availability of Proper Assistance at ATMs, for using the 
ATMs, more secured using ATMs’ for making transactions and towards 
Balance check than other income groups. As women folks are not outgoing, 
there should be educational programs for all age group and all income group 
females, so that they become more prone to internet banking services. The 
banks should proactively monitor customers’ preferences with regard to use 
of this delivery channel for effective response. Bank should focus on 
important aspects of security and privacy as well as efficient operation of 
ATMs. Banks should also augment and diversify their offerings through 
ATM and use this medium to build a strong and sustained relationship with 
customers. Therefore, banks should concentrate their efforts on these 
dimensions for cater better ATM service to satisfy their customers.   
    
Keywords: Net Banking, Automated Teller Machine, Customer Satisfaction. 
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Introduction 
  
The recent development of information technology has led to major changes in the 
way services are delivered to the customers. Nowadays, customers are using more 
and more self-service options, which are more convenient and fast. In addition, the 
advent and use of the Internet has changed considerably the daily activities of most 
people, such as shopping and banking. The popularity of banking services delivered 
over the Internet (online banking services) is increasing in recent years (Fredriksson, 
2003). 
 
As far as banks in particular are concerned, during the second half of 1990s, the way 
of operating in the banking industry has undergone a fundamental change because of 
the advent of the Internet (Gunasekaran & Love, 1999). Taking into consideration the 
huge investments banks make in Internet infrastructure, customer satisfaction and 
retention are turning into the crucial factors for success in online banking meaning 
that the generation of positive customer value on the Internet requires the 
establishment of long-term customer relationships (Bauer, Hammerschmidt & Falk, 
2005). Customer satisfaction is a critical issue in the success of any business system, 
traditional or online. In a turbulent e-commerce environment, in order to sustain the 
growth and market share Internet companies need to understand how to satisfy 
customers, since customer satisfaction is critical for establishing long term client 
relationships (Peterson et al 1997). 
 
Internet banking is both a process and product electronic innovation (Chang 2004). It 
enables customers to handle their banking transactions online, without physical visits 
to the bank. The increased use of online banking services has many advantages for 
both customers and banks. For customers, E-banking services allow them to have 
better overview of their banking business and help them to manage their banking 
transactions more conveniently and fast. The history of ATM can be traced back to 
the 1960s, when the first ATM machine was invented by John Shepherd- Barron. 
That machine used by Barclays Bank (Barclays Bank in Enfield Town in North 
London, United Kingdom) in 27 June 1967.  An automated teller machine (ATM) or 
automatic banking machine (ABM) is a computerised telecommunications device. It 
provides the clients of a financial institution with access to financial transactions in a 
public space without the need for a cashier, human clerk or bank teller.  
 
Literature Review 
 
Khan, Muhammad Asif (2010) in his study “An Empirical Study of Automated 
Teller Machine Service Quality and Customer Satisfaction in Pakistani Banks” 
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investigates significant dimensions of ATM (automated teller machine) service 
quality and its effect on customer satisfaction. Mobarek, Asma (2009) in her article 
“E-Banking Practices and Customer Satisfaction - A  Case Study in Botswana” 
cleared that Banks' external environment, including globalization and deregulations, 
have made the banks highly competitive. Banks find it difficult to compete on 
price, and need to look at other ways to retain customers. Sultan Singh, Ms. Komal 
(2009). Impact of ATM on Customer Satisfaction (A Comparative Study of SBI, 
ICICI & HDFC bank) presents the impact of ATM on customer satisfaction. This is 
a comparative study of three major banks i.e. State Bank of India, ICICI bank and 
HDFC bank. Dilijonas et al., (2009) examined the essential aspects of ATM service 
quality in Baltic States. 
 
Hamadi, Chakib (2010) in his article “The Impact of Quality of Online 
Banking on Customer Commitment” demonstrates the existence of a causal 
relationship between perceived quality, satisfaction and commitment in the context of 
online banking. The results show that the perceived quality heavily influences the 
commitment of customers and that this effect is direct and not mediated by 
satisfaction. 
 
Dash, Manoj Kumar and Mahaptra, D.M. (2006) in their article “Measuring 
Customer Satisfaction in the Banking Industry” explained that the working of the 
customer's mind is a mystery which is difficult to solve and understanding the 
nuances of what customer satisfaction is, a challenging task. Khaled, Al-Hashash 
and Bahzadi, Abdulrasoul Hussain (2008) in their article “Bank's Customer 
Satisfaction in Kuwait: An Exploratory Study” explained that Customer 
satisfaction is a significant subject for most marketers. Their proposal project aimed 
to investigate customer satisfaction in the retail banking in state of Kuwait. 
 
Hossain, Mohammed and Leo, Shirley(2009) in their article “Customer 
perception on Service quality in retail banking in Middle East: the case of 
Qatar” evaluate the service quality in retail banking in the Middle East in general, 
and Qatar in particular, based on different levels of customers’ perception regarding 
service quality. He suggests that in order to achieve higher levels of quality service in 
retail banking, banks should deliver higher levels of service quality and in the present 
context customers’ perceptions are highest in the level of infrastructure facilities of 
the bank, followed by timing of the bank, and return on deposit.  
 
Nittala, Rajyalakshmi and Kameswari, Vijaya (2011) in their article “Service 
Quality and Customer Satisfaction in State Bank of India” have suggested that 
several studies have been carried out by various researchers of India and abroad, to 



   JSSGIW Journal of Management, Issue –I, Vol.-I, Oct.-Mar., 2014 
 

 

4 

find out the various service quality factors that lead to customer satisfaction. One of 
the most often used measures is the SERVQUAL based on extensive research in 
generic determinants of perceived service quality (Parasuraman, Berry et al. 1985; 
Parasuraman, Berry et al. 1988; Zeithaml, Parasuraman et al. 1990; Parasuraman, 
Berry et al. 1991; Parasuraman, Berry et al. 1993; Parasuraman, Berry et al. 1994). 
Various models have been developed measuring service quality (Stafford, 1996; 
Bahia and Nantel, 2000). The SERVQUAL model of Parasuraman et al. (1988) 
proposed a five dimensional construct of perceived service quality-tangibles; 
reliability, responsiveness, assurance and empathy- with items reflecting both 
expectation and perceived performance. 
 
Bahia and Nantel (2000) developed a specific scale for measuring perceived service 
quality in retail banking. The bank service quality model (BSQ) is an extension of the 
original ten dimensions model of Parasuraman et al., (1985) where in courtesy and 
access were added as proposed by Carman (1990).  
 
Lai, Jung-Yu, and Lin, Ching-Tsung (2008) in their article “What Factors drive 
Corporate Customer Satisfaction With E-Banking Services” has given idea that 
due to the burgeoning development of electronic commerce (e-commerce), the 
broader applications of emerging service—Internet baking (e-banking) services have 
been introduced and provided by financial holding companies or banks at an 
accelerating rate in recent years since they can provide efficient, reliable, securable, 
and convenient financial services, such as online payment, deposit/loan, trading, and 
clearing/settlement, via electronic channels (e-channels, e.g., Internet and phone) for 
customers. 
 
Gan, Christopher et al (2006) in their article “A Survey of Customer Retention in 
the New Zealand Banking Industry” have identified the benefits that customer 
retention delivers to an organization (Colgate et al., 1996; Reichheld and Sasser, 
1990). Rust and Zahorik (1993) argue that the financial implications of attracting 
new customers may be five times as costly as keeping existing customers. 
 
Research Methodology 
 
Objectives of the Study: This paper focuses on exploring the major factors that 
influence the adoption of information technology in select banks of Madhya Pradesh. 
The researcher tried to examine and evaluate various net banking services influenced 
by various demographic variables. Following are the main objectives of the study: 

• To examine the impact of net banking services in select banks of Madhya 
Pradesh with special reference to ATM services. 
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• To Asses the customers satisfaction on ATM services with various 
Demographic Variables. 

• To study the customers satisfaction on ATM services with regard to various 
locations. 

• To know the importance of availability of proper assistance at ATM 
locations. 

• To study whether ATMs are secured for making transactions. 
• To evaluate the usage of ATM for Balance check/Money withdrawal. 
• To know the satisfaction level of customer towards the limit of amount 

withdrawal single time/ day.  
 

Hypothesis 
 
Hypothesis 1  
Null Hypothesis H0: There is no significance between Demographic Variables and 
Availability of Proper Assistance at ATMs. 
Alternate Hypothesis H1: There is significance between Demographic Variables 
and Availability of Proper Assistance at ATMs. 
 
Hypothesis 2  
Null Hypothesis H0: There is no significance between Demographic Variables and 
Easy Accessibility of ATM Locations.  
Alternate Hypothesis H1: There is significance between Demographic Variables and 
Easy Accessibility of ATM Locations.  
 
Hypothesis 3  
Null Hypothesis H0: There is no significance between Demographic Variables and 
Always Use ATM for Balance Check. 
Alternate Hypothesis H1: There is significance between Demographic Variables 
and Always Use ATM for Balance Check. 
 
Hypothesis 4 
Null Hypothesis H0: There is no significance between Demographic Variables and 
Limit of Total Amount Withdrawal Single Time. 
Alternate Hypothesis H1: There is significance between Demographic Variables 
and Limit of Total Amount Withdrawal Single Time. 
Hypothesis 5 
Null Hypothesis H0: There is no significance between Demographic Variables and 
Limit of Total Amount Withdrawal Single Day. 
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Alternate Hypothesis H1: There is significance between Demographic Variables 
and Limit of Total Amount Withdrawal Single Day. 
 
Sample and Tools for Data Analysis: The researcher finalized 300 samples for the 
study from urban & rural areas of three major cities of Madhya Pradesh as 
INDORE: 100 Internet Banking Service Users. 
UJJAIN: 100 Internet Banking Service Users. 
DEWAS: 100 Internet Banking Service Users. 
 
The researcher have taken the net banking users from following select banks and tried 
to distribute questionnaire to 50 Internet Banking Service Users from six select banks 
namely ICICI bank, IDBI bank, SBI bank, HDFC bank, Punjab National bank and 
State bank of Indore. 
 
The questionnaire contains some personal questions to reach to some contextual sense 
of the answers collected such as Name, Area, Gender, Age, Profession, Income, etc. 
The questions in the questionnaire tried to study various Net banking services and an 
assessment of Customer satisfaction with special reference to ATM services.  
 
A 5-point Likert-Scale (1= strongly agree and 5= strongly disagree) was used. Their 
agreement and disagreement with a series of statements that characterize the 
satisfaction level of customers on ATM services in the prescribed study of universe.   
 
The data collected has been analysed and tables are formulated on Microsoft Excel 
and all the analysis of the collected data has been done with the help of SPSS 17th 
Version. 
 
Chi-Square Test  
 
Researcher tested the significance of variables with services by applying Chi-Square 
test. Chi-Square(X2) is one of the popular method for testing hypothesis, in which the 
sampling distribution of the test statistic is a chi-squared distribution when the null 
hypothesis is true, or any in which this is asymptotically true, meaning that the 
sampling distribution (if the null hypothesis is true) can be made to approximate a 
chi-squared distribution as closely as desired by making the sample size large enough. 
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Demographic Profile of the Respondents 
 

Demographic 
Variables 

Categories Total Count 

Gender 
Male 207 
Female 93 

Age 

Below 20 Years 13 
20-30 Years 146 
30-40 Years 82 
Above 40 Years 59 

Area 
Rural 29 
Urban 271 

Profession 

Salaried 172 
Employed 64 
Self-Employed 19 
Unemployed 45 

Monthly Income (Rs.) 

50,000-100,000 78 
100,000-150,000 45 
150,00-200,000 69 
Above 200,000 108 

 
Data Analysis and Interpretation 
 
Data analysis is a process where researchers analyse the data using statistic methods 
and relevant software to run tests. Descriptive analysis has been adapted in this study. 
It is descriptive because descriptive data has been collected through detailed 
interviews and it is also explanatory since the researcher explained the relationship 
between the demographic variables and customer satisfaction and how these 
dimensions affect customer satisfaction. It is somewhat exploratory in nature since 
researcher explored the relationship between demographic variables and satisfaction 
based on the previous theory to develop a better understanding about the research 
area. 
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TABLE 1 
 
Hypothesis 1 

 
Satisfaction towards Availability of Proper Assistance at ATMs 

 

Demographic 
Variables 

Level of 
Significance 

No. of  
Rows 

No. of 
Columns 

Degrees 
of 

Freedom 
p-

Value 
Calculated 

value Result 

Gender 0.05 2 5 4 13.093 Reject H0 0.011

Age 0.05 4 5 12 0.001 34.718 Reject H0 

Area 0.05 2 5 4 0.045 9.755 Reject H0 

Profession 0.05 4 5 12 0.024 23.466 Reject H0 

Income 0.05 4 5 12 0.005 28.479 Reject H0 
 
 
Table 1 reveals that at 5 % level, the p-Value of Chi-Square (X2) is less than .05 for 
all demographic variables such as Gender, Age, Area, Profession and Income.  While 
studying the above tables, it is clear that Mostly the Males who fall in the age group 
of 20-30 years situated in Urban area and those who are employed and comes in the 
Income group of 150,000-200,000 are agree towards the availability of proper 
assistance at ATMs. Hence, the researcher rejects the Null Hypothesis H0 i.e.” There 
is no significance between Demographic Variables and Availability of Proper 
Assistance at ATMs” and accept H1 i.e. “There is significance between Demographic 
Variables and Availability of Proper Assistance at ATMs”. 
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TABLE 2 
Hypothesis 2 

 
Satisfaction towards Easy Accessibility of ATM Locations 

 

Demographic 
Variables 

Level of 
Significance 

No. of  
Rows 

No. of 
Columns 

Degrees 
of 

Freedom 
p-Value Calculated 

value Result 

Gender 0.05 2 5 4 4.653 Reject H0 0.031

Age 0.05 4 5 12 0.013 25.396 Reject H0 

Area 0.05 2 5 4 0.043 9.846 Reject H0 

Profession 0.05 4 5 12 0.019 24.176 Reject H0 

Income 0.05 4 5 12 0.005 28.479 Reject H0 
 
Table 2 states that at 5 % level, the p-Value of Chi-Square (X2) is less than .05 for all 
demographic variables such as Gender, Age, Area, Profession and Income.  While 
Studying the above table, it clearly states that the percentage of Urban people for using 
the ATMs is more and they find the ATM at very close locations in their places so,  
the location of ATMs in urban areas is comparatively close than the rural areas. Also 
the Males who fall in the age group of Above 40 years and which are salaried and fall 
in the income group of Above 200,000 are agree towards the above said fact. Hence, 
the researcher rejects the Null Hypothesis H0 i.e.” There is no significance between 
Demographic Variables and The Easy Accessibility of ATM Locations” and accept H1 
i.e. “There is significance between Area and The Easy Accessibility of ATM 
Locations”. 
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TABLE 3 

Hypothesis 3  
 

Satisfaction towards Always Use ATM for Balance Check 
 

Demographic 
Variables 

Level of 
Significance 

No. of  
Rows 

No. of 
Columns 

Degrees 
of 

Freedom 
p-

Value  
Calculated 

value Result 

Gender 0.05 2 5 4 17.992 Reject H0 0.001

Age 0.05 4 5 12 0.000 14.389 Reject H0 

Area 0.05 2 5 4 0.027 8.438 Reject H0 

Profession 0.05 4 5 12 0.001 34.506 Reject H0 

Income 0.05 4 5 12 0.025 23.381 Reject H0 
 

 Table 3 clearly shows that at 5 % level, the p-Value of Chi-Square (X2) is less than .05 
for all demographic variables such as Gender, Age, Area, Profession and Income.  The 
above table shows that the percentage of Salaried persons for using the ATMs is more, 
their usage of ATMs’ towards Balance check is also comparatively more than other 
professional groups. While Studying the above table, the people belong to Rural areas 
use the ATMs more for the balance check also people who fall in the Age group of 
Below 20 years and unemployed use this service more frequently than others. Gender 
does not have much impact towards the fact. Hence, the researcher rejects the Null 
Hypothesis H0 i.e.” There is no significance between Demographic Variables and 
Always Use ATM for Balance Check” and accept H1 i.e. “There is significance 
between Demographic Variables and Always Use ATM for Balance Check”. 
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TABLE 4 
Hypothesis 4 

 
Satisfaction towards Limit of Total Amount Withdrawal Single Time 

 

Demographic 
Variables 

Level of 
Significance 

No. of  
Rows 

No. of 
Columns 

Degrees 
of 

Freedom 
p-

Value 
Calculated 

value Result 

Gender 0.05 2 5 4 18.163 Reject H0 0.001

Age 0.05 4 5 12 0.000 34.907 Reject H0 

Area 0.05 2 5 4 .015 17.537 Reject H0 

Profession 0.05 4 5 12 .000 41.230 Reject H0 

Income 0.05 4 5 12 .019 24.289 Reject H0 
 
Table 4 shows that at 5 % level, the p-Value of Chi-Square (X2) is less than .05 for all 
demographic variables such as Gender, Age, Area, Profession and Income.  The above 
clearly states that the percentage of Self-Employed respondents from the Income 
group above 200,000 for using the ATMs is more, they are also satisfied with the  limit 
of total amount withdrawal in single time from ATMs’ than other income groups. The 
particular service does not get much influence with the Area but the respondents of 
Age group 30-40 years and mostly Males use this service more as compared to others. 
Hence, the researcher rejects the Null Hypothesis H0 i.e.” There is no significance 
between Demographic Variables and Limit of Total Amount Withdrawal Single Time” 
and accept H1 i.e. “There is significance between Demographic Variables and Limit of 
Total Amount Withdrawal Single Time”. 
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TABLE 5 
 
Hypothesis 5 
 

Satisfaction towards Limit of Total Amount Withdrawal Single Day 
 

Demographic 
Variables 

Level of 
Significance 

No. of  
Rows 

No. of 
Columns 

Degrees of 
Freedom 

p-
Value 

Calculated 
value Result 

Gender 0.05 2 5 4 18.163 Reject H0 .011

Age 0.05 4 5 12 .012 25.572 Reject H0 

Area 0.05 2 5 4 .045 9.755 Reject H0 

Profession 0.05 4 5 12 .024 23.466 Reject H0 

Income 0.05 4 5 12 .007 27.239 Reject H0 
 
Table 5 shows that at 5 % level, the p-Value of Chi-Square (X2) is less than .05 for all 
demographic variables such as Gender, Age, Area, Profession and Income.  The above 
clearly states that the percentage of respondents from the Income group above 200,000 
for using the ATMs is more, they are also satisfied with the  limit of total amount 
withdrawal in single day from ATMs’ than other income groups. Age and profession 
does not affect this service much but it is also gender biased as more Males who 
belong to urban areas use it much. Hence, the researcher rejects the Null Hypothesis 
H0 i.e.” There is no significance between Demographic Variables and Limit of Total 
Amount Withdrawal Single Day” and accept H1 i.e. “There is significance between 
Demographic Variables and Limit of Total Amount Withdrawal Single Day”. 
 
Testing of Hypotheses 
 
ANOVA- In statistics, One-Way Analysis of Variance (abbreviated one-way 
ANOVA) is a technique used to compare means of two or more samples (using the F 
distribution). This technique can be used only for numerical data. The ANOVA tests 
the null hypothesis that samples in two or more groups are drawn from populations 
with the same mean values. 
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DE
MO

GR
AP

HI
C 

VA
RI

AB
LE

S 

Descriptives 

Total Count N Mean 

Std. 
Deviatio

n 
Std. 
Error 

95% Confidence 
Interval for Mean 

Minim
um 

Maxim
um 

  Lower 
Bound 

Upper 
Bound 

GE
ND

ER
 Male 207 41.005 2.89375 0.201 40.608 41.401 33 45 

Female 93 26.387 5.7767 0.599 25.197 27.577 13 42 

Total 300 36.473 7.86738 0.454 35.58 37.367 13 45 

AR
EA

 Rural 29 40.000 4.38341 0.814 38.333 41.667 31 45 

Urban 271 37.827 5.142 0.312 37.212 38.442 26 45 
Total 300 38.037 5.10773 0.295 37.456 38.617 26 45 

AG
E 

Below 20 Years 13 41.462 2.66506 0.739 39.851 43.072 38 45 

20-30 Years 146 38.452 5.3538 0.443 37.576 39.328 26 45 

30-40 Years 82 38.012 5.02707 0.555 36.908 39.117 28 45 

Above 40 Years 59 36.288 4.46075 0.581 35.126 37.451 29 45 

Total 300 38.037 5.10773 0.295 37.456 38.617 26 45 

PR
OF

ES
SI

ON
 

Salaried 172 38.576 4.7769 0.364 37.857 39.295 28 45 

Employed 64 36.125 5.32291 0.665 34.795 37.455 28 45 

Self-Employed 19 37.684 4.33401 0.994 35.595 39.773 30 44 

Unemployed 45 38.844 5.76019 0.859 37.114 40.575 26 45 

Total 300 38.037 5.10773 0.295 37.456 38.617 26 45 

IN
CO

ME
 

50,000-100,000 78 36.205 5.01778 0.568 35.074 37.337 25 45 

100,000-150,000 45 40.756 2.94769 0.439 39.87 41.641 35 45 

150,000-200,000 69 40.928 3.71531 0.447 40.035 41.82 30 45 

Above 200,000 108 24.065 10.4866 1.009 22.065 26.065 10 44 

Total 300 33.603 10.2451 0.592 32.439 34.767 10 45 
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ANOVA 

VARIABLES   Sum of 
Squares df Mean 

Square F Sig. 

GENDER 
Between Groups 13711.73 1 13712 

852.15 0 
Within Groups 4795.06 298 16.091 

AREA 
Between Groups 123.748 1 123.748 

4.804 0.029 
Within Groups 7676.849 298 25.761 

AGE 
Between Groups 358.112 3 119.371 

4.748 0.003 
Within Groups 7442.485 296 25.144 

PROFESSION 
Between Groups 315.563 3 105.188 

4.16 0.007 
Within Groups 7485.034 296 25.287 

INCOME 
Between Groups 16357.6 3 5452.53 

107.409 0 
Within Groups 15026.2 296 50.764 

 
The hypothesis test for analysis of variance for 300 populations: 
H0 : �1 = �2 = ... = �300 

Ha: not all �i (i = 1, ... 300) are equal 
 
A one-way ANOVA between Demographic Variables and ATM Services was 
conducted to examine the effect of Gender, Age, Area, Profession and Income on the 
usage of Internet Banking Services with reference to ATM. 
The test statistic is seen to be = 852.15 for Gender, 4.804 for Area, 4.748 for Age, 4.16 
for Profession and 107.409 for Income with the p-value < .05 for all the variables. 
 
The above table shows the Sig. Value for all the demographic variables viz. Gender is 
0.000, for Area .029, for Age .003, for Profession .007 and for Income 0.000 which 
states that since the value is less than the .05, thus researcher can conclude with the 
significance of Demographic Variables with various ATM services.  
 
Hence, the researcher rejects the Null Hypothesis H0 i.e.” There is no significance 
between Demographic Variables and Various ATM services” and accept H1 i.e. “There 
is significance between Demographic Variables and Various ATM services”. 
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Conclusion 
 
A result of data analysis and hypothesis tests indicates that all dimensions are same in 
select banks. Overall results show that ATM services are core service and it 
significantly affecting on overall customer satisfaction. The rapid diffusion of 
Information and communication Technology banking sector provides a platform to 
use innovative technologies to enhance operational efficiency and quality of service 
to attain and retain customers. The rapid growth in use of ATMs offers opportunities 
to banks to use customers’ passion for this innovative service for strategic advantage. 
The banks should proactively monitor customers’ preferences with regard to use of 
this delivery channel for effective response. Bank should focus on important aspects 
of security and privacy as well as efficient operation of ATMs. Banks should also 
augment and diversify their offerings through ATM and use this medium to build a 
strong and sustained relationship with customers. Therefore, banks should 
concentrate their efforts on these dimensions for cater better ATM service to satisfy 
their customers.    
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Abstract 
 
Corporate social responsibility popularly also known as corporate responsibility, 
corporate citizenship, responsible business and corporate social opportunity, is a 
concept whereby organizations consider the interests of society by taking 
responsibility for the impact of their activities on customers, suppliers, 
employees, shareholders, communities and other stakeholders. Till 2012, CSR 
activities were voluntary in nature for the Indian corporate, but with the new 
Companies Act, 2013 introduced by Ministry of Corporate Affairs (MCA), now 
it is compulsory to spend 2% of the profit for CSR activities (if the net worth is   
` 500 cror more, or sales is `1000 cr or more, or net profits is ` 5 cr or more). 
This research article analyzes the status of Indian companies regarding CSR 
activities.  After the introduction of CSR in the Act, there are certain obvious 
questions in mind, like, What is the current status of CSR activities, How Indian 
companies are responding to manage their CSR spending, What about the quality 
of spending etc. Currently, only few Indian companies are spending around 2%. 
Another important aspect is to ensure that the real benefits of CSR activities 
should reach the needy people rather than fulfilling the legal compulsion.  
 
Keywords: CSR, MCA, Net worth, Corporate citizenship. 
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“Earn your crores but understand that your wealth is not yours; it belongs to 
society. Take what you require for your legitimate needs and use the remainder for 
society”.—Mohandas Karamchand Ghandhi 
 
Introduction 
 
Corporate social responsibility popularly also known as corporate responsibility, 
corporate citizenship, responsible business and corporate social opportunity, is a 
concept whereby organizations consider the interests of society by taking 
responsibility for the impact of their activities on customers, suppliers, employees, 
shareholders, communities and other stakeholders. Corporate social responsibility is 
not a new concept in Indian society; it was in existence even 2000 years ago in the era 
of Kautilya.  
 
According to World Business Council for Sustainable Development “Corporate 
Social Responsibility is the continuing commitment by business to behave ethically 
and contribute to economic development while improving the quality of life of the 
workforce and their families as well as of the local community and society at large”. 
The European Commission advocates CSR as “Being socially responsible means 
not only fulfilling legal expectations, but also going beyond compliance and investing 
more into human capital, the environment and relations with stakeholders.” 
 
In today’s business environment, CSR reporting has come to the forefront and is 
gaining importance every day. Published annual reports of the listed companies now 
reports on non-financial key performance indicators1. Today, corporate are focusing 
on CSR as an integral part of long term business strategy and are also addressing 
issues like poverty, healthcare, education, employment and environment degradation. 
They are more interested in aligning their values and moving towards a social cause 
by taking the employees, customers, investors, suppliers and the community as a 
whole. Many companies are relating CSR with ethical practices, and being ethical 
does not mean one cannot be profitable. It is most important to make profits and to 
generate wealth because only then can one have the resources to do good for the 
community. There is a controversy on whether or not the companies should be legally 
required to report on their CSR activities. The reporting is already mandatory in 
several countries, including Sweden, Norway, the Netherlands, Denmark, France, and 
Australia.  

                                                            
1 Competitive Business & Corporate Social Responsibility (CSR) – Friendor Foe? By Miriam 
Ekirapa Musaali. 
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CSR – Important Facts 
 In the last one decade some changes relating to Indian companies and CSR practices 
were observed:  
 
1. Every company has a responsibility towards the people of the area in which it is 

located. In every city, town or village, large or small, there is always a need for 
improvement and relief.  

2. There is a drive towards triple bottom-line—financial, environmental and social. 
One of the most compelling factors which will drive business towards good 
ethical practices is the demand from the shareholders, who are the owners of the 
corporation.  

3. Many Indian corporate, e.g., Tata group, ITC, some Birla companies, Gujarat 
Ambuja and so on have taken up the challenge of making their reports on the 
lines of this triple bottom-line. 

4. Fortunately, there is no pledge or oath for joining professional management. It is 
fortunate because issues are left to the professionals’ judgment; they are paid to 
be professionals in management and the stakeholders expect and, more than 
expect, require them to create wealth with transparency, consistency, ethics, and 
with concern not only for the company but also for the community. 

 
Exhibit -I 

 
Source: J.D Sharma, The Management Accountant, June p 638 
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Indian Corporate and CSR:  Current Trends   
When we analyzed the way of CSR activity and functional area which is popular 
among the corporate, we found that community welfare is the top CSR priority area 
for most Indian companies. The second most sought out CSR initiative was providing 
education and enlightening rural youth in the country. Environment based CSR 
initiatives placed third with big corporate placing importance on carbon auditing and 
working towards reducing their impact. Finally, the corporate sector is involved in 
health care by providing methods to eradicate diseases and educating rural people 
about hygiene and disease prevention. 

 
Exhibit II: CORPORATE AND FUNCTIONAL AREA OF CSR. 

 
S.N. Name of the 

Company  
Thematic Areas 

1. ACC Limited Education, Health, Environment, Livelihood and Waste 
Management 

2.  Ambuja Cements 
Limited 

Poverty Reduction, Reducing Child Mortality, 
HIV/AIDS, Education and Environment 

3.  Apollo Tyres ltd Health 
4.  Bharat Petroleum 

ltd 
 

Health, Education, Infrastructure, Income Generation, 
Vocational Guidance, Livelihood & Environment 
Conservation 

5. Centurion Bank of 
Punjab Limited 

Education 
 

6.  Coca-Cola India 
Inc 

Health, Environment, Education, Livelihood 

7.  DLF Limited 
 

Rural Development, Urban Community, Development, 
Education and Environment 

8.  Dr Reddy’s 
Laboratories 

Microfinance, Education, Health, Environment, 
Livelihood and Social Entrepreneurship 

9 The Godavari 
Sugar Mills 
Limited  

Rural Development, Urban Community, Development, 
Education and Environment 

10 Infosys  Limited Education, Health, Environment, Livelihood. 
11 Jindal Stainless 

Foundation 
 

Education, Vocational Education and Training, Health 
Care, Environment Protection, Community, 
Development, Women Empowerment and Capacity 
Building 

12 JSW Steel Women Empowerment 
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13 Reliance 
Industries Limited 
 

Microfinance, Education, Environment, Health, 
Livelihood, Community Development, Child Welfare, 
and Infrastructure Development 

14 Tata Chemicals 
Limited 

Microfinance, Education, Environment, Health, 
Livelihood 

15 Tata Steel Limited 
 

Microfinance, Education, Environment, 
Health, Livelihood and Relief during calamities 

16 Bennett Coleman 
& Co Limited 

Education, Environment, Livelihood, Women 
Empowerment, Disaster Management, Climate, Change 
and Capacity Building 

17.  Wockhardt 
Hospitals  

Health, Societal Values 

18 ITC Farmers empowerment, training and development 
19. HUL Health , training and skill development 
20. Dabur Socio economic development, child health care, woman 

empowerment 
 
Source: Authors’ collection and compilation from various annual reports and 
information. 
 
After the content analysis of the annual reports of the above Indian companies, some 
other important observations were noticed as follows: 
• Indian business organizations practice CSR under different names such as 

corporate sustainability, social responsibility, and corporate citizenship. 
• Most business organizations now believe that investing a part of their profits and 

efforts in the society and natural environment from which they have drawn 
resources has positive implications for their own well-being. 

• Standards of CSR practice not only vary from one company to another but also 
from one industry to another industry. 

• Some organizations design their own CSR activities to reduce harmful effects to 
the community or environment as a result of the business they are involved in (oil 
and chemical). 

• The CSR programmes are aimed not only at the external community but also 
towards the internal ones (employees and their families) apart from customers 
and supply chain. 

•  Many companies are having their own unit for CST activities; they either register 
their own foundation or create separate CSR units which act as an implementing 
agency for delivery of services (such as Infosys, RIL etc). They are also partners 
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with relevant non-governmental organizations (NGOs) and fund them to carry out 
the work. 

• Many organizations continue to remain at the same scale of operations in CSR 
even when their turnover and profit increases manifold. It may be due to a fixed 
amount of money allocated for CSR rather than a percentage of profit diverted to 
CSR. 

 
The study of J.P. Sharma about the driving factors towards the implementation of 
CSR activities were vision and philosophy of the business. Further, the less important 
driver was legal compliance because there is no legal liability on the Indian 
companies to undertake CSR activities. There must be thus a shift from the voluntary 
CSR programs to mandatory CSR programs. It has also been found that the 
government companies have least reporting with respect to CSR. There is a need for 
mandatory legal framework for the companies to enforce consistency, comparability 
and credibility in the CSR reporting2. This study is the backbone to shift voluntary 
method to compulsory application of CSR activities  
 
The Companies Act 2013 on CSR: Voluntary to compulsory affairs: 
 
Recently Companies Bill 2012 was passed by parliament, and Sachin Pilot, India’s 
minister of State for Corporate Affairs stated that the aim of the law was to encourage 
“firms to undertake social welfare voluntarily instead of imposing that through 
‘inspector raj’ and [to] make India an attractive and safe investment destination. The 
following are the main provisions related to corporate social responsibility:  
According to clause 135: 
 

• Every company having net worth of rupees five hundred crore or more, or 
turnover of rupees one thousand crore or more or a net profit of rupees five 
crore or more during any financial year shall constitute a Corporate Social 
Responsibility Committee of the Board consisting of three or more directors, 
out of which at least one director shall be an independent director. 

• The Board's report under sub-section (3) of section 134 shall disclose the 
composition of the Corporate Social Responsibility Committee. 
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The Corporate Social Responsibility Committee shall:  
(a) Formulate and recommend to the Board, a Corporate Social Responsibility Policy 
which shall indicate the activities to be undertaken by the company as specified in 
Schedule VII;  
(b) Recommend the amount of expenditure to be incurred on the activities referred to 
in clause (a); and  
(c) Monitor the Corporate Social Responsibility Policy of the company from time to 
time. 

The Board of every company referred to in sub-section (1) shall: 
 (a) After taking into account the recommendations made by the Corporate Social 
Responsibility Committee, approve the Corporate Social Responsibility Policy for the 
company and disclose contents of such Policy in its report and also place it on the 
company's website, if any, in such manner as may be prescribed; and 
 (b) Ensure that the activities as are included in Corporate Social Responsibility 
Policy of the company are undertaken by the company. 

• The Board of every company referred to in sub-section (1), shall ensure that 
the company spends, in every financial year, at least two per cent of the 
average net profits of the company made during the three immediately 
preceding financial years, in pursuance of its Corporate Social Responsibility 
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Policy: Provided that the company shall give preference to the local area and 
areas around it where it operates, for spending the amount earmarked for 
Corporate Social Responsibility activities: Provided further that if the 
company fails to spend such amount, the Board shall, in its report made under 
clause (o) of sub-section (3) of section 134, specify the reasons for not 
spending the amount. 

 
Explanation.—for the purposes of this section “average net profit” shall be calculated 
in accordance with the provisions of section 198. 
 
After the new provisions in the company law, CSR spending can be in two different 
ways, firstly, the general spending on development projects will increase with more 
companies having to set aside funds for this purpose. And secondly, with the 
government monitoring, companies will have to become more transparent about their 
investment and spending for the CSR activities.  
 
 

 
CSR and Proposed Spending: 
 
After the new provisions of the Company Act, it is important to exhibit how much 
fund is injected into the society in the form of CSR activities (to meet the criterion of 
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spending 2% of the net profit).  The researchers studied the CSR spending with the 
help of the data of the top 20 Indian companies. All the above companies are having 
sales more than 1000 crores and net worth more than  500 crores. As per the 
Exhibit V total profit earned by the top 20 companies was 166910 crores   and 2% 
for the proposed spending for CSR activities comes to around  3338.20 crores 
which is  a huge amount for social development. Similarly if we take the data of top 
100 Indian companies, total net profit was nearly 293490 crores and 2% spending 
for the CSR is 5869.80 crores and now this will create huge opportunities for social 
development.  
 

Exhibit V: Top 20 companies in India and their profits (2012) 
 

S.N. Company Net Profit ( in 
crores) 

Proposed CSR spending 
(2% of N. P.) (  in crores) 

1 ONGC 25,123 502.46 
2 Reliance 20,040 400.80 
3 SBI 11,686 233.72 
4 TCS 10,976 219.52 
5 NTPC 9,224 184.48 
6 Infosys 8,470 169.40 
7 Coal India 8,065 161.30 
8 NMDC 7,265 145.30 
9 BHEL 7,040 140.80 

10 Tata Steel 6,696 133.92 
11 ICICI Bank 6,465 129.30 
12 ITC 6,162 123.24 
13 Bharti Airtel 5,730 114.60 
14 Hind Zinc 5,526 110.52 
15 HDFC Bank 5,167 103.34 
16 Bank of Baroda 5,007 100.14 
17 PNB 4,884 97.68 
18 Wipro 4,685 93.70 
19 Larsen 4,457 89.14 
20 Axis Bank 4,242 84.84 

 Total 166910 3338.2 
Sources: Economic times  
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Impact of New Provisions 
 
After the implementation of the new provisions, corporate social responsibility 
spending in India can be increased by 27,000 crore per year, with the Companies 
Bill making CSR mandatory for corporate. A close examination of annual reports 
indicate that while most companies discuss CSR initiatives at great length but only a 
handful have mentioned the amount spent, either in absolute terms or as a percentage 
of their sales or profit. Only thirty eight companies at Nifty mentioned about the CSR 
initiatives in their annual reports or exclusive sustainability reports, but there was no 
information on the amount spent. (ET News) 
 
Now the question arises is, how to improve the situation. This can be done by: 
• Focusing on priorities. 
• Allocating funds for treating CSR as an investment. 
• Optimizing available resources by ensuring that efforts are not duplicated and 

existing services are strengthened and supplemented. 
• Monitoring activities and liaising closely with implementation partners such as 

NGOs to ensure that initiatives really deliver the desired outcomes. 
• Reporting performance in an open and transparent way so that all can celebrate 

progress and identify areas for further action. 
 
As CSR is gaining prominence, there is a growing need for incorporating social 
responsibility in management curriculum. Numerous courses in ethics and business 
responsibility and even specialized MBA in this area are now being offered by major 
management schools. Developing knowledge, skills, and more importantly, attitude 
towards social responsibility and ethics is challenging and requires personal reflection 
and exploration of self.  
 
 Argument against the Mandatory CSR 
 
 There are many strong arguments against the new CSR provisions. One important 
argument is that by way of 2% spending on CSR, the government is indirectly 
enhancing tax burden of the corporate.  This is a back-door way to increase corporate 
taxes without a transparent political debate and justification.  Currently corporate tax 
rate in India is 32.45% which is higher as compare to the global average of 24.09%.  
 
Another strong argument is, CSR is ethical and voluntary activity and if the 
government is forcing Indian companies to practice, then it will be difficult to achieve 
the real objectives of the CSR. In that situation companies may start counting of their 
expenditure by way of CSR expenditure. 
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Another debate is on tax benefits, some CSR spending attracts tax benefits and 
therefore the companies may start working in those areas only where tax benefits are 
more, rather than actual social benefits. Such as: donation to Prime Minister National 
Relief Fund, expenditure on scientific research etc. which are eligible for tax 
deduction. But construction of school building in a local area for the promotion of 
education is not eligible as deduction under Income tax law.  
 
Conclusion  
 
New CSR provisions will improve the availability of funds for social causes. But real 
spending and positive intentions towards CSR implementation will still be a far 
dream. The legal binding will not be sufficient to achieve the real objectives of CSR. 
Mere spending of money will not bring real development of social infrastructure in 
India. It is the government's responsibility to determine high-priority needs of the 
society and target public expenditures in those areas. In the last two decades many 
positives activities were taken up by the companies under the aegis of CSR and now 
Indian companies are focusing more and more on local issues and community 
development for the benefits of their stakeholders.  
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Abstract 
 
Tourism is travel for recreational, leisure or business purposes. It plays a major role in 
the growth of an economy as it generates large scale employment and is also a large 
foreign exchange earner in the country after jewellery and readymade garments. 
Tourism carries the picture of our culture and hospitality. It is because of the tourism 
sector, India has gained brand image in the minds of the foreign tourists. The study is 
undertaken to analyse the tourist attractions in India; make a year wise analysis of 
tourist visits to India; assess the share of the top ten states in the Domestic Tourists 
Visits and Foreign Tourists Visits and to assess the contribution of tourism in the 
Foreign Exchange Earnings.  
India has a geographical diversity, which resulted in a variety of nature tourism like 
forests, waterfalls, Western Ghats, hill stations, lakes, wildlife reserves, deserts, 
beaches etc. India’s rich history and its cultural and geographical diversity make its 
international tourism appeal large and diverse. It presents heritage and cultural 
tourism along with medical, business and sports tourism. 
The growth rate in domestic tourists is higher than that of the foreign tourists visits 
and as well as that of the total tourists visits. Some of the recent initiatives taken by 
the Government to accelerate tourism include grant of export house status to the 
tourism sector and incentives for promoting private investment in the form of income 
tax exemptions, interest subsidy and reduced import duty. The Ministry of Tourism 
efforts to increase the influx of tourists to the country and is likely to see a positive 
result in the coming years. Its campaigns such as “Safe and Honourable Tourism” 
will increase the image of India as a safe destination, and thereby increase the 
consumer confidence in choosing India for a holiday. 
 
Keywords: Tourism, Domestic Tourism, Domestic Tourist, Foreign Tourist 
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Introduction 
 
Tourism is travel for recreational, leisure or business purposes. The World Tourism 
Organisation defines tourists as people “travelling to and staying in places outside 
their usual environment for not more than one consecutive year for leisure, business 
and other purposes”. Tourism in India was started in the year 1970. It plays a major 
role in the growth of an economy as it generates large scale employment and is also a 
large foreign exchange earner in the country after jewellery and readymade garments. 
Tourism carries the picture of our culture and hospitality.  
 
The Ministry of Tourism is looking for new ways to encourage tourism in India. It 
designs National Policies for the development and promotion of tourism. It is very 
much essential for a visitor to enjoy the stay and this is enhanced by the facilities like 
Road transport, Guides and Good Hotels. The Ministry also maintains the incredible 
India Campaign. The top destinations in India are Ahmedabad, Bangalore, 
Chandigarh, Chennai, Darjeeling, Dharamala, Goa, Hyderabad, Jaipur, Jaisalmer, 
Khajuraho, Kolkata, Mumbai, New Delhi, Pondicherry, Shimla, Trivandrum, Udaipur 
and Varanasi. 
 
The World Travel and Tourism Council calculated that tourism generated $ 121 
billion or 6.4% of the nations GDP in 2011. It was responsible for 39.3 million jobs, 
7.9% of Indian’s total employment. The GDP of the tourism sector has expanded 
229% between 1990 and 2011. The sector is predicted to grow at an average annual 
growth of 7.7% in the next decade.  The World Travel and Tourism Council predicted 
the annual growth to be 8.8% between 2011 and 2021.  This gave India the fifth rank 
among the countries with the fastest growing tourism sector. 
 
Review of Literature 
 
Bijender K Punia (1994)1 made a research on “ Problems and Prospects of Tourism 
in Haryana” has stated that the potential of tourism development in any area, region, 
state or country mainly depends on the availability of unique and varied tourist 
resources. But at the same time, the facilities and services too have very important 
bearing on the overall tourism development prospects of a place or region. Such 
elements like Climate, Seasonality, accessibility, attitude of host population, 
availability of manpower resources and the planning expertise that, have vital role to 
play in this context. He suggested that close co-ordination between private and public 
sector tourism organisation at different levels is the key to success in tourism 
development where state department of tourism must play a central role. 
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Konstantinus Andriotis (2000)2 made a research on local community perceptions of 
tourism as a development tool on island of Crete; this study recognises tourism as a 
highly visible and controversial component of change. The existence of the necessary 
infrastructure, the natural beauty, the climate, the culture and the history has 
contributed to expansion of tourism with Crete now attracting approximately 25% of 
FTA’s and 55% of total foreign exchange earnings of Greece. The aim of the study 
was to examine the views of local community on tourism development, in an attempt 
to establish overall desired direction for tourism development and to suggest effective 
tourism strategies and policies to reinforce positive outcomes and alleviate problems 
resulting from previous unplanned tourism development. 
 
Manisha Devendrabhai Thaker (2004)3 made a research on “Problems and 
Prospects of Tourism Industry in Gujarat”. This study recognizes the problem areas in 
the field of tourism development in Gujarat. It specially aims towards finding answers 
to problems and shortcomings in the field of infrastructure development, Quantity and 
Quality of transport, Accommodation, Entertainment and Recreation, Training, 
Marketing and Publicity etc. 
 
Ajims P Muhammed and Dr Jagathyraj VP (2008)4 made a research on 
“Challenges faced by Kerala Tourism Industry” covering the whole Kerala state. In 
this study they made a humble attempt to bring to light the problems, weaknesses, 
shortcomings and plain realities associated with the management of Tourism industry 
in Kerala. The greatest threat to tourism and travel, now-a-days is terrorism in which 
victims are mostly innocent people. 
 
Anjan Bhuyan (2010)5 – made a research on “A study on the development of 
Tourism entrepreneurship in Assam, with special reference to Accommodation 
Industry”. According to his study, Assam is one of the prominent states of the North 
Eastern Region and has every scope of being the chosen destination of tourists 
because of its natural beauty, rich tourism products, ethnic diversity and uncharted 
mysteries. Despite resource abundance, Assam is almost insignificant in the 
beneficiary list of Indian Tourism industry. The share of Assam tourism in the 
national tourism market fluctuates between 0.30% and 0.40% over the years. As 
indicated, limited is the level of development of tourism entrepreneurship in tourism 
sector exists there. As such, any serious attempt made for the development of tourism 
entrepreneurship in the state is hampered by the non-availability of systematic and 
comprehensive data on the subject. The present study, therefore, proposes to make a 
modest and pioneering contribution based on primary data on the emergence, 
performance and problems of tourism entrepreneurship. 
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Madhusmita Mishra and Prabina Kumar Padha (2010)6 made a research on 
“Emergence of Tourism in the Sustainable growth of India”. They presented in their 
article that tourism is an important and flourishing industry in the country. It is 
termed as a useful measure for employment generation, poverty alleviation and 
sustainable human development in India and also gainfully employs the highest 
number of people compared to other sectors. This sector also attracts the domestic 
tourist and foreign tourist in an enthusiastic way which resulted in improving well 
balanced economy for the nation like India. The present paper elaborates about the 
status and development of tourism in the context of India. It shows that due to tourism 
sector India has gained brand image in the mind of foreign tourist and the data 
regarding tourism shows about the increasing trend of foreign tourist arrival which 
resulted the boosting in FEE in the year 2000 to 2010. 
 
Hazra. S. (2011)7 –made a research on “An evaluation of tourism stakeholder 
relationships: a case study of Agra, India”. In this study he critically evaluates the 
application of stakeholder’s theory to the analysis of tourism destination networks. It 
explores the dynamics of the relationships between tourism organisations involved 
using the case of Agra, India. Cities and towns become tourist destinations because of 
the activities of a large number of organisations to provide attractions, 
accommodation and accessibility. This research examines the relationships of power 
and dependency that exist between individual and group organisations and the way in 
which they motivate their behaviour towards each other in a tourism industry. 
However tourism stakeholders join social networks and power can be limited by 
ethical constraints, either embodied in laws and regulations, or in mutually accepted 
codes of behaviour. This research also demonstrates that urgency is an important 
attribute and this is examined because it is instrumental in making these relationships 
dynamic. 
 
Himadir Phukan, Z. Rehman, P.Devdutt (2012)8- made a research on “Emergence 
of Spiritual Tourism in India “. This paper emphasizes on the emergence of spiritual 
tourism oriented research activities and explores the potentials for future work in 
tourism research. A model depicting a general classification of tourism literature in 
the context of increasing research interests in the spiritual tourism has been presented 
in a form of model. This paper presents an analysis of the available and relevant 
literatures in the field of spiritual tourism with emphasis on the Uttarkhand state of 
India. 
 
Research Gap: 
The above review of literature points out that the studies are mainly related to the 
problems and prospects of tourism in Haryana and Gujarat, local community 
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perceptions of tourism as a development tool on Island of Crete, the development of 
tourism entrepreneurship in Assam  with special reference to accommodation 
industry, tourism stakeholder relationships in Agra, spiritual tourism in India etc. 
It is because of the tourism sector, India has gained brand image in the minds of the 
foreign tourists. Therefore, the study has been undertaken to make an analysis of 
tourism in India with the objectives given below. 
 
Need for the Study 
The tourism is an important and flourishing industry in the country. It accounts for 
one third of the Foreign Exchange Earnings of India and also gainfully employs the 
highest number compared to the other sectors. According to the World Tourism 
Organisation, by the year 2020, it is expected that India will become the leader in the 
tourism industry in South Asia, with about 8.9 million arrivals. According to the 
World Travel & Tourism, the Indian Tourism economy has been deemed as the 
second most rapidly increasing tourism economy in the world. It is in this context, the 
study is undertaken.  
 
Objectives of the Study 

 The objectives of the study are to 
 Analyze the tourist attractions in India 
 Make a year wise analysis of tourist visits to India 
 Assess the share of the top ten states in the Domestic Tourists Visits and 

Foreign Tourists Visits 
 Assess the contribution of tourism in Foreign Exchange Earnings 

 
Methodology 
 
Sources of Data: The study is based on secondary data. The Secondary data sources 
include Research Articles and Websites. 
 
Period of the Study: The study covers a period of 12 years from 2000 to 2011. 
 
Statistical Tools: The data are analyzed with the help of Percentages and Compound 
Annual Growth Rate (CAGR). 
 
Tourists Attractions in India 
A large number of tourists visit India due to the tourists’ attractions like Western 
Ghats, Hill Stations, Lakes, Wild Life Reserves, Deserts and Beaches. India’s richest 
heritage destination includes not just breathtakingly beautiful architecture, rich 
traditions and diverse cultures but also mesmerising and scenic landscapes. From the 



   JSSGIW Journal of Management, Issue –I, Vol.-I, Oct.-Mar., 2014 
 

 

35

challenging snow-clad peaks of the Himalayas and the cool hill stations of the north, 
to the beautiful beaches on the western and eastern coasts and the ornate temples of 
the south, India has the variety to satiate the interests of all those travelling through 
the country. It is true then, that tourism is an important and flourishing industry in the 
country. It accounts for one-third of the foreign exchange earnings of India and also 
gainfully employs easily the highest number of people compared to the other sectors. 
The major attractions of tourism in India are historical monuments like Taj Mahal, 
Varanasi, Fatehpur Sikri, Mahabodhi Temple, Hawa Mahal, Chhatrapati Shivaji 
Terminus, Victoria Memorial etc. 
The major attractions in India are presented in the Table – 1.  
                                                                                  
The above table reveals that India has a geographical diversity, which resulted in a 
variety of nature tourism like forests, waterfalls, Western Ghats, hill stations, lakes, 
wildlife reserves, deserts, beaches etc. India’s rich history and its cultural and 
geographical diversity make its international tourism appeal large and diverse. It 
presents heritage and cultural tourism along with medical, business and sports 
tourism. 
 
Tourists Visits to India 
The Tourists can be Domestic and Foreign tourists. Domestic Tourism is when people 
take holidays, short breaks and day trips in their own country. Domestic Tourist is “a 
person who travels within the country to place other than his usual place of residence 
and stays for a duration of not less than 24 Hours (or) one night and for not more than 
six months at a time for any of the purpose of a) pleasure b) pilgrimage, religious and 
Social functions c) business, conferences and meetings and d) study and health. 
 
Foreign tourists are foreign persons admitted under tourist visas (if required) for the 
purposes of leisure, recreation, holiday, visits to friends or relatives, health or medical 
treatment, or religious pilgrimage. They must spend at least a night in a collective or 
private accommodation in the receiving country and their duration of stay must not 
surpass 12 months.  
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Table – 1 
Major Attractions in India 

 
S.No State Major Tourist Attractions 
1. Andaman & 

Nicobar Islands 
Port Blatr,Havelock Island, Limestone Caves, Marina Park and 
Aquarium, Mount Harriet, etc. 

2. Andhra Pradesh Charminar, Tirupathi, Vemulavada, Golkanda, Araku Valley, 
Amaravathi, etc. 

3. Arunachal Pradesh Parasuramkund and 400 years old Tawang Monastery, Ganga Lake, 
Mountain Peaks, National Parks, Lush Green Meadows, etc. 

4. Assam Wild Life Preserves, Tea Estates, Brahmaputra River, Gurudwar, etc. 
5. Bihar Nalanda University, Gaya, Barauni, etc. 
6. Chhattisgarh Chitrakot Waterfalls, Kutumsar cans, Ramgarh &Sita Bengra, Sirpur 

etc. 
7. Chandigarh Leisure Valley, Rock Garden, Open land Monument, etc. 
8. Delhi Tughlaqabad Fort, Qutub Minar, Red Fort, Jantar Mantar, Lotus 

Temple, India Gate, Rashtrapathi Bhavan , etc. 
9. Dadra and Nagar 

Haveli 
Tribal Museum, Bal Udyan,Vanganga Garden, Tadkeshwar Temple, 
etc. 

10. Daman and Diu Diu Fort, Panikota Fort, Chakratirth Beach, Jampore Beach, St.Pauls 
Church, etc. 

11. Goa Beaches, Portugese Churches, Wildlife Sanctuaries, Dudhsagar  Falls, 
etc. 

12. Gujarat Great Rann of Kutch, Hills of Saputara, Archaeological and Heritage 
Tourism, etc. 

13. Haryana Kurukshetra, Jyotiser,Thanesar, etc. 
14. Himachal Pradesh Himalaya Landscapes, Hill Stations, Mountain Biking, Ice-Skating, 

etc. 
15. Jammu & Kashmir Amarnath, Vaishno Devi, Ladakh, Leh, Dal Lake, etc. 
16. Jharkhand Tribal Research Institute & Museum, National Park, War Cemetery, 

Kanke Dam, etc. 
17. Karnataka Water Falls, National Parks, Wildlife Sanctuaries, Beaches, etc. 
18. Kerala Tropical Backwaters, Pristine Beaches, etc. 
19. Lakshadweep Light House, Agatti Island, Bangaram Islands, Kalpeni Islands, Scuba 

Driving, etc. 
20. Madhya Pradesh Innumerable Monuments, Stupas, Carved Temples, Forts, Palaces, etc. 
21. Maharashtra Ajanta Caves, Ellora Caves, Mumbai City, National Parks, Reserves, 

etc. 
22. Manipur Imphal Churachandpur, Lamjao National Park, Loktak lake, etc. 
23. Meghalaya National Parks, Wildlife Sanctuaries, Waterfalls, etc. 
24. Mizoram Phawngpui Mountain, Sibuta Lung Stone, Tomb of Vanhimai, etc. 
25. Nagaland Medieval Ruins of the Kachari Kingdom, Dimapur, Rangapahar 

Reserve Forest, etc. 
26. Orissa Konark Temple, Sun Temple, Udayagiri & Khandagiri Caves, etc. 
27. Puducherry Beautiful Colonial Buildings, Churches, Temples and Statues, etc. 
28. Punjab Harmandir Sahib, Amritsar, Ludhiana, etc. 
29. Rajasthan Jaipur, Udaipur, Jodhpur, Mount Abu, Pushkar, National Parks, etc. 
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30. Sikkim Darjeeling Hills, Land of Orchids, etc. 
31. Tamilnadu Ooty, Coonar, Kamaraj Memorial, Senate House Chennai, Gandhi 

Memorial Museum, Mahabalipuram, etc. 
32. Tripura Agartala, Jampui Hills, Dumboor Lake, Rock cut Carvings, etc. 
33. Uttarkhand Valley of Flowers National Park, Naintal, Haridwar, Rishikesh, 

Chardham, etc. 
34. Uttar Pradesh Taj Mahal, Awadhi Cuisine, Ayodhya, Mathura, Gangetic Plain, etc. 

Source: Ministry of Tourism (India) 
 
Domestic and Foreign tourism plays an important role in the overall tourism 
development in the country. The Number of Tourists Visits to India from the year 
2000 to 2011 is presented   in the table-2. 

 
The number of domestic tourist’s visits increased from 220.11 million in 2000 to 
850.86 million in 2011. The number of foreign tourists is also increased from 5.89 
million in 2000 to 19.49 million in 2011. The total number of domestic and foreign 
tourist visits increased from 226 million in 2000 to 870.53 million in 2011. There is 
an increase in both the domestic and foreign tourists which implies a positive growth 
in tourism sector. In the total number of tourists, the percentage share of domestic 
tourists’ visits is above 90% throughout the study period. The CAGR of the total 
number of tourists visits is 11.89 where as the CAGR of domestic tourists visits is 
11.93 and foreign tourists visits is 10.49 which shows that the CAGR of domestic 
tourists visits is more than the foreign tourists visits. One noteworthy feature is that 
the growth rate in domestic tourists is higher than that of the foreign tourists visits 
and as well as that of the total tourists visits. 
 
Tourists Visits in India: State-wise Analysis 
 
Each state has a wide range of tourist’s attractions and contributes towards the 
development of Tourism Industry in India.  
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Table –2 
Tourists Visits to India 

 
Year Domestic Tourists Foreign Tourists Total No. 

 No. (In 
Millions) 

Percentage to 
total 

No. (In 
Millions) 

Percentage 
to total 

No. (In 
Millions) 

2000 220.11 97.39 5.89 2.61 226 
2001 236.47 97.75 5.44 2.25 241.96 
2002 269.60 98.12 5.16 1.88 274.76 
2003 309.04 97.87 6.71 2.13 315.75 

2004 366.27 97.77 8.36 2.23 374.63 
2005 392.01 97.52 9.95 2.48 401.96 
2006 462.32 97.52 11.74 2.48 474.06 
2007 526.56 97.49 13.26 2.46 539.82 
2008 563.03 97.51 14.38 2.49 577.41 
2009 668.80 97.89 14.37 2.11 683.17 
2010 747.70 97.67 17.91 2.34 765.61 
2011 850.86 97.76 19.49 2.24 870.35 

      
CAGR (%) 11.93  10.49  11.89 

    Source:  State and Union Territories Tourism Departments 
 
The share of the top ten states and union territories of India in the number of Foreign 
Tourists Visits and Domestic Tourists Visits in 2009, 2010 and 2011 are given in the 
tables 3 and 4 below. 
                                                           
It was found from the above table that during 2011, the number of foreign tourist 
visits (FTVs) to the States/ UTs was 19.52 million as compared to 17.81 million in 
2010 and 13.76 million in 2009. The top ten States in terms of number of FTVs (in 
millions) during 2011 were Maharashtra (4.8), Tamil Nadu (3.34), Delhi (2.2), Uttar 
Pradesh (1.9), Rajasthan (1.4), West Bengal (1.2), Bihar (0.97), Kerala (0.73), 
Karnataka (0.57) and Himachal Pradesh (0.48). The contribution of top 10 States was 
about 90.16% to the total number of FTVs in the country during 2011.  
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                                                         Table -- 3 
Foreign Tourists Visits in India: State – wise Analysis 

 
State FTV’s in 2009(p) FTV’s in 2010 (P) FTV’s in 2011 (P) 

 
No. (in 

Millions) 

% 
Share 

 
Rank 

No. (in 
Millions) 

 

% 
Share 

 
Rank 

No. (in 
Millions) 

% 
Share 

 
Rank 

Andhra 
Pradesh 

0.80 5.9 7 -- -- -- -- -- -- 

Bihar 0.42 3.1 9 0.63 3.6 8 0.97 4.97 7 
Delhi 1.96 14.3 3 1.89 10.6 3 2.2 11.3 3 
Goa -- -- -- 0.44 2.49 10 -- -- -- 
Himachal 
Pradesh 

0.40 2.9 10 0.45 2.5 9 0.48 2.46 10 

Karnataka -- -- -- -- --  0.57 2.92 9 
Kerala 0.55 4.0 8 0.65 3.7 7 0.73 3.74 8 
Maharashtra 2.0 14.6 2 5.08 28.5 1 4.8 24.6 1 
Rajasthan 1.07 7.8 6 1.27 7.2 5 1.4 7.17 5 
Tamilnadu 2.37 17.3 1 2.80 15.7 2 3.34 17.11 2 
Uttar Pradesh 1.53 11.2 4 1.67 9.4 4 1.9 9.74 4 
West Bengal 1.18 8.6 5 1.19 6.7 6 1.2 6.15 6 
Total of Top 
10 States 

12.28 89.7  16.07 90.3  17.59 90.16  

Others 1.48 10.3  1.74 9.7  1.93 9.84  
Total 13.76 100.0  17.81 100.0  19.52 100.0  

Source: Ministry of Tourism (India) 
Note: P—Provisional 
 
The number of Domestic Tourists Visits in 2009, 2010 & 2011 are presented in the 
table-4. 
                                                                   
It is found from the above table that the number of domestic tourist visits (DTVs) to 
the States/ UTs during 2011 was 851 million as compared to 740.1 million in 2010 
and 650.06 million in 2009 showing a continuous increasing trend. The top ten States 
in terms of number of domestic tourist visits (in millions), during 2011, were Uttar 
Pradesh (155.4), Andhra Pradesh (153.4), Tamil Nadu (137.5), Karnataka (84.1), 
Maharashtra (55.3), Madhya Pradesh (44.1), Rajasthan (27.1), Uttarkhand (25.9), 
West Bengal (22.3) and Gujarat (21.0) in that ranking order. The contribution of top 
10 States was about 85.3% to the total number of domestic tourist visits during 2011. 
Uttar Pradesh has occupied the first rank in terms of DTVs in 2011, whereas Andhra 
Pradesh, which was at first place in 2010, has moved down to the second rank. 
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Foreign Exchange Earnings and Foreign Tourists Arrivals in India                                                         
Tourism plays a major role in the growth of an economy. The Tourism industry 
generates large-scale employment and is also a large foreign exchange earner. 
  
                                                                  Table--4 

Domestic Tourists Visits in India: State—wise Analysis 
 

State Domestic Tourists Visits 
in 2009 (P) 

Domestic Tourists Visits in 
2010 (P) 

Domestic Tourists Visits in 
2011 (P) 

No (In 
Millions) 

% 
Share 

Rank No (In 
Millions) 

% 
Share 

Rank No(In 
Millions) 

% 
Share 

Rank 

Andhra 
Pradesh 

157.5 24.2 1 155.8 21.0 1 153.4 18.03 2 

Gujarat 15.9 2.4 10 18.9 2.5 10 21.0 2.47 10 
Karnataka 32.7 5.0 4 38.3 5.2 5 84.1 9.89 4 
Madhya 
Pradesh 

23.1 3.6 7 38.2 5.1 6 44.1 5.18 6 

Maharashtra 23.7 3.7 6 48.6 6.5 4 55.3 6.50 5 
Rajasthan 25.6 3.9 5 25.6 3.5 8 27.1 3.18 7 
Tamilnadu 115.8 17.8 3 111.7 15.1 3 137.5 16.16 3 
Uttar Pradesh 134.8 20.7 2 144.8 19.6 2 155.4 18.26 1 
Uttarkhand 21.9 3.4 8 30.2 4.1 7 25.9 3.04 8 
West Bengal 20.5 3.2 9 21.2 2.8 9 22.3 2.62 9 
Total of Top 
10 States 

571.56 87.9  633.5 85.5  725.8 85.29  

Others 78.5 12.1  107.6 14.5  125.2 14.71  
Total 650.06 100  740.1 100  851 100  

Source: Ministry of Tourism (India) 
Note: P—Provisional 
 
The below table gives us the Foreign Exchange Earnings (FEE) and Foreign Tourists 
Arrivals (FTA’s) in India for the period 2000-2011 

 
The Ministry of Tourism compiles estimates of Foreign Tourists Arrivals (FTA’s) 
and Foreign    Exchange Earnings (FEE) from the tourism on the basis of the data 
received from the major airports. FEE showed an increasing trend though there was a 
slight decline in the year 2001 and 2002 and this may be because of a decline of 
Foreign Tourists Arrivals in India. The CAGR of FEE is 14.29 whereas FTA’s is 7.47 
only and this may be due to an increase in the fares. 
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Table – 5 

FEE and FTA’s in India 
 

Year FEE (In 
Crores) 

FTA’s (In 
Millions) 

2000 15626 2.65
2001 15083 2.54
2002 15064 2.38
2003 20729 2.73
2004 27944 3.46
2005 33123 3.92
2006 39025 4.45
2007 44360 5.08
2008 51294 5.28
2009 53700 5.17
2010 64889 5.78
2011 77591 6.29

CAGR 14.29 7.47
Source:  1) Bureau of Immigration, Govt of India, for 2000-2010(FTA’s) 

2) Reserve Bank of India, for 2000—2010(FEE’s) 
3) Ministry of Tourism, Govt of India for 2011 (FTA’s & FEE’s) 

 
Initiatives by the Government  
 
Some of the recent initiatives taken by the Government to accelerate tourism include 
grant of export house status to the tourism sector and incentives for promoting private 
investment in the form of income tax exemptions, interest subsidy and reduced import 
duty. The Indian Ministry of Tourism continued to aggressively promote India as an 
attractive tourist destination through its “Incredible India” brand campaign and 
promotional programmes such as “Visit India”. Both these campaigns contributed to 
the revival of international tourism in the country in 2010. 
 
Infrastructure development, with a special focus on undeveloped or underdeveloped 
regions, is the foremost in the development list of the ministry. The Ministry is taking 
a special interest in promoting the north-east region as “ Paradise Unexplored”, both 
for domestic and international tourists, and has allowed for infrastructure projects 
worth Rs 5,400 million during the 11th five year plan for the development of the 
region. 
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The Indian Government is monitoring the aviation industry very closely, and recently 
took a number of regulatory measures to improve the civil aviation industry in the 
country and increase the consumer confidence. 
 
The Ministry of Tourism efforts to increase the influx of tourists to the country is 
likely to see a positive result in the coming years. Its campaigns such as “Safe and 
Honourable Tourism” will increase the image of India as a safe destination, and 
thereby increase the consumer confidence in choosing India for a holiday. 
 
Conclusion 
 
To sum up, Indian tourism has vast potential for generating employment and earning 
large sums of foreign exchange besides the overall economic and social development 
of the country. Much has been achieved by way of increasing air seat capacity, 
increasing trains and railway connectivity to important tourist destinations, four-
leaning of roads connecting important tourist centres and increasing the availability of 
accommodation by adding heritage hotels to the hotel industry and encouraging 
paying guest accommodation. If India is to become a world player in the tourist 
industry, it would be necessary that all the wings of the Central and the State 
Governments, Private Sector and Voluntary Organizations become active partners in 
the endeavour to attain a sustainable growth in tourism.  
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Abstract 
 
The Indian education system is governed by the Union and the State government. To 
encourage education in rural areas, the education system is decentralized to the 
Panchayati Raj system which further moves into community development blocks for 
the primary level education. From making policies to introducing laws, our 
government has lined up the education system up to the mark. But implementing the 
process into an effective way has been the lacunae of the entire system. The recent 
World Bank report says it all. According to the latest World Bank statistics, The 
Economist reported that," half of the ten year old rural children could not read at a 
basic level, over 60% were unable to do division and half dropped out by the age of 
fourteen." The following statements imply the fact that rural education should be 
headed towards innovation with effective implementation process. 
Rural education entirely depends on the socio-economic conditions of the rural areas 
such as hierarchical system, economic conditions, religious practices and beliefs, etc. 
The other factors that affect rural education is the lack of awareness of the benefits of 
education, the lack of political will, poor infrastructure, shortage of resources, wide 
gaps in teacher pupil ratio, untrained or under trained teachers and above all 
corruption is the major factors. There is a need to bring in new ideas to address the 
people living in rural areas. New models should be carved out of the pre existing ones 
which can link education to the rural development and poverty reduction efforts 
through promoting professional education and employment programmes/training 
modules (youth focussed) in rural India for its development and growth. The 
framework for rural education should be revised with introduction to the 
technological advancements. Teachers should also know how to convince such 
families and bring out the students from age old practices. Introducing school gardens 
to impart knowledge on farming and the use of fertilizers will allure most of the 
agricultural families. 
 The features of the model have been discussed first followed by its implementation 
in the form of technological innovations for rural development. The importance of 
dissemination of rural technology and its role in imparting rural education have been 
assessed to highlight the nature of linkage between the two.  
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 Introduction 
 
In wake of this approach, the dissemination of rural technologies become very 
important and it can be achieved through effective channelization of the technological 
innovations in rural regions of the country. At the grassroots level, technological 
advancement is possible through education for all sections, so that it is engrossed in 
the society. In this regard, the new innovations should also aim at developing and 
promoting rural education in the country. 
 
Need for Rural Technology 
 
The analysis of the need for promotion of rural technology would result in focusing 
on the basic necessities of people. We can separate five elements of social and 
economic infrastructure, which should be taken care of effectively by the local bodies 
and central government. They are – health, education, drinking water, housing and 
electricity etc. Followed by these the need for roads, efficient agricultural output, 
employment at grassroots level and telecommunication cannot be neglected as well. 
All these goals of rural development converge towards development of effective rural 
technologies and a sound rural education to absorb the technological innovations. 
 
Promotion of small scale industries through Rural Entrepreneurship and traditional 
job creation is one of the effective ways of adhering to the problem. Rural technology 
is also important for strengthening our rural economy and to make it self-dependent.  
 
The approach of Five Year Plans in this regard aiming at growth, equity, social 
justice, self-reliance, improved efficiency and productivity, calls for a sharper focus 
on employment generation and poverty alleviation through development programs.  
 
The provision of these programs will help people to stand on their own feet and work 
with self- confidence and self-respect, which in turn will help in people’s 
participation in development tasks. 
 
Role of Technological/Management Institutes of National Importance 
 
The varsities and other institutes of national importance can play a very important 
role in dissemination of technology in rural regions. With special R&D programs and 
curriculums in these institutions, various innovations can be done for developing low 
cost machines, cheaper and effective means of transport and other developments for 
rural education etc.  
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The government should promote such courses and activities in these institutions of 
national importance and should accordingly fund these institutions to carry out 
research activities for rural uplifting.  
 
With the liberalization of the economy in the recent years, there are more such cases 
involving private industrial establishments and university – industry cooperation. 
 
As discussed above, the rural education framework is very important for absorbing 
technological innovations specially meant for rural areas. Low cost computers need to 
be invented which are affordable by poor people.  
 
Apart from this more number of Rural Technology and Training courses need to be 
floated in s where youth can learn about these technologies and then start production 
on their own. For instance, knitting and sewing, food processing, equipment 
repairing, applied agriculture etc.  
 
They must also get health and child care education through these efforts. Software 
Technology Parks of India (STPI) are also helping to promote start-ups in villages.  
University operates in a knowledge-driven global environment in which change is 
lightning-fast and innovation constant. The professional schools must be dedicated to 
offer a modern and progressive professional education to respond to these challenges 
and to spearhead change to support the sustained development of our society. 
 
Strategies to be adopted by the Universities/Institutes at Rural levels: 
 
 In Universities / Institutes professional education, has to be distinguished by its 

strong academic vigor, problem-focused research, connectivity between 
knowledge and society, and a deep engagement with the global community.  

 Students should be educated in order to become versatile professionals who 
possess the intellectual ability and global perspective that enable them to become 
community leaders who are able to advance the social, cultural, economic and 
environmental interests of society.  

 Faculty should be at the forefront of new and emerging areas of research and 
knowledge transfer which are focused on urgent local/rural and global challenges 
and the important questions of the time.  

 There should be nationally (rural India focused)/ internationally accredited 
programmes of education. University should be determined to succeed and to 
excel through offering world-class professional education to meet the new 
challenges, to respond to the changing needs of society, and to become a 
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destination for the best students, faculty, scholars and researchers from across the 
globe. 

 Assistance in the innovation of CSR programs in education .Access to 
perspectives and partnership opportunities from a large and credible NGO 
network in education. 

 
 Assistance in policy formulation and implementation through workshops, 

seminars and training in rural areas. 
 
 Participation in forums to hear collective opinions of rural society, civil society 

and private sector organizations on technology in education and skills training. 
 
 Expose and keep the individuals abreast of the economic changes and 

globalization that are taking place globally. 
 Contribute to the industrial sector, which is an important challenge to ensure the 

realization of developed status of our Nation by 2020. 
 There should be robust strategic planning process, excellence in research and 

professional education and benchmarking for success.  
 
Positive Social Impact through Customized Rural Professional Education 
• Applying world-class leadership and knowledge to advance the effectiveness of 

mission-driven regions of rural India. 
• Partnering with public and private sector entities to develop educational 

initiatives that facilitate economic development and societal well-being. 
• Teaching rigorous business/technical/operational strategies and measurement 

tools that enhance performance  
• Democratizing education by disseminating knowledge to underserved populations 

and emerging markets 
 
The Strategic areas are - 
 
The outcomes of these wide-ranging processes have resulted in the identification of 
six overarching strategic areas for action in  
• A: Student Learning and Career Development 

A: Strategic Outcome: Improvements in the academic breadth and strength of 
programmes with a renewed emphasis on functioning knowledge, and academic 
quality. 

• B: Research and Technology Transfer 
Strategic Outcome: Improvements in the quality and quantity of research outputs, 
grant income, and knowledge transfer activity across and between all disciplines. 
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• C: Faculty and Staff Recruitment, Reward and Retention 
Strategic Outcome: Equipping University/Institute with sufficient high quality 
and committed faculty and staff to ensure mission success whilst strengthening 
capacity as a caring and accountable performance-based employer. 

• D: Campus Planning and Development 
Strategic Outcome: Establishing an integrated, ecologically aware, and organic 
global campus with a strong identity, capable of inspiring and sustaining future 
generations of students and academics. 

• E: Globalization 
Strategic Outcome: Establishing University /Institute as a global brand. 

• F: Branding, Image and Culture 
Strategic Outcome: Improving global and local brand awareness and reputation. 

 
 
Core Values of Professional Educational Body 
 Excellence 
 Honesty 
 Freedom of Enquiry 
 Accountability 
 Civility and Collegiality 
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Conclusion 
 

 
 
Any developing country cannot become developed without the development of its 
rural base. For a country like India, where almost sixty percent of the country’s 
population lives in primitive conditions, it becomes even more important. This 
development is possible through technological advancements in the nation.  
Rural regions in our nation are still deprived of electricity and basic necessities. 
Modern technology has not touched the lives of people even after sixty two years of 
independence.  
 
We have to ensure that rural beneficiaries are not just introduced to new technologies 
but also entrusted with their use. A number of schemes and programs have been made 
for providing employment opportunities to the rural youth over the years but due to 
poor implementation of the programs and the absence of proper monitoring almost all 
the schemes have not shown expected results. 
 
India must also tap Information Technology to the maximum extent for its 
development so that many of its problems can be checked through new public 
policies, which are supported by the scientific data.  
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“India needs production by the masses and not mass production”- Gandhian 
Philosophy 
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Abstract 
 
After reining the world in the 1990s, Enterprise Resource Planning systems were 
pronounced dead at the dawn of the twenty first century, by the same Gartner group 
that had coined the term in the first place. While Enterprise Resource Planning 
systems were able to prove many operational benefits, what they lacked in was 
providing a sustainable competitive advantage and a strategic direction to an 
organization’s growth. Practitioners and vendors soon woke up to this and understood 
the necessity of providing a new extension to ERP systems in pursuit of total 
enterprise integration. The research paper talks about the disillusionment from the 
concept of ERP and the enterprise integration nirvana through Extended ERP by 
finding the strategic and competitive advantages that are possible through the new 
extensions. 
 
 
Introduction 
 
 In late 1980s and early 1990s, the ERP Vendors promised organizations, a 
proposition of seamless integration and a rosy picture of total enterprise integration 
through their integrated product called Enterprise Resource Planning 
Systems/Enterprise Systems. Although ERP systems have delivered value in terms of 
reduced inventories, decreased cycle times etc businesses have realised that the ERP 
model, which wraps organizational processes into end-to-end transactional 
application, is no longer enough for today’s fast moving, extended enterprises. While 
businesses can clean up their act by implementing ERP through accompanying BPR, 
what is achieved at the end is transactional efficiency and integration of disparate 
organizational functions which are any way integrated and working towards a 
common goal, customer satisfaction. It is clear that there is much more to do than 
integrating the organizational departments and functions, and much more to achieve 
than operational efficiencies. 
 
Benefits from ERP Systems 
 
ERP packages are comprehensive, off-the-shelf transactional systems that subsume 
and implement many activities/ processes that are specific to a particular industry. A 
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typical Manufacturing industry specific ERP package would have modules like, 
accounting and financial, inventory management, human resource management, sales 
order processing, etc. Most companies that have implemented ERP packages have 
done so with a focus on tactical issues, rather than strategic issues. The most common 
motivations for implementing ERP in the past have been: 
• To improve information availability and accuracy/ data visibility 
• Need for a common platform 
• Process improvement 
• Operating cost reductions/improving efficiency 
• Upgradation of technology 
• Increased Customer responsiveness, and, 
• Improved decision making 
 
The quantifiable benefits that are often cited in various ERP implementations are 
cycle time reductions, reduction in inventory levels, reduction in head counts, 
reduction in working capital and many other operating cost reductions. The intangible 
benefits often attributed to ERP systems are improved customer satisfaction and 
better decision making. 
 
Thus, ERP systems are usually seen as an enabler of organizational effectiveness and 
efficiency. Implementing an Enterprise System is thus similar to oiling machinery, 
which leads to overall performance improvement, but nothing more than that 
 
Perils of ERP 
 
At the onset, there are many problems associated with an ERP implementation in 
general, like cost and time overrun, organizational change management, etc. But in 
addition to these, many ERP packages have other shortcomings due to which there 
are not many strategic, long term benefits an organization can probably get by 
implementing an ERP alone. These are: 
 
1. Lack of decision support: ERP systems are basically transactional 
processing system, and are not made for decision supporting. Also technologically a 
transaction processing system is almost polls apart from a decision supporting system. 
This is because while a decision supporting system requires to have access to huge 
amount of past transactional data, a transactional system, in order to be efficient 
needs to archive data from time to time to a separate place. Though ERP systems do 
provide standard reporting tools, organizations need a more sophisticated technology, 
like a Data Warehouse, which is a large information store of past transactional data, 
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obtained from ERP systems. These systems are capable of providing senior managers, 
the decision support required by them. 
 
2. Lack of extended enterprise support: ERP systems provide organizations 
an introspective view to improve efficiencies. But today, in the age of supply-chain 
management, an organization needs to cut costs as well as increase efficiencies at 
each stage in the supply chain in order to stay competitive. Also, organizations have 
realized that ERP systems do not have a forte in handling customer facing front end 
processes. Apart from order processing, customers can be served better through new 
technologies of the net era like, ecommerce store fronts, customization and 
personalization, product configuration applications, call centre services, etc, which 
would help in creating tighter links with the customers, and ultimately result in 
increased profitability. 
 
ERP and Strategy 
 
Achieving Strategic advantages through IT investments has always been a key 
concern for organizations. Thus we also need to analyze whether implementing an 
ERP would yield any competitive advantage apart from the operational advantages. 
We need to find out how a standardized, off-the-shelf application like ERP, could 
deliver strategic or competitive advantages for different companies belonging to the 
same industry. 
 
According to Thomas Davenport, organizations and managers need to answer a few 
key questions in order to understand the possible strategic benefits extracted from 
ERP implementations, like:  
 
1. How can an ERP implementation positively affect the current sources of 

competitive advantage? 
 For example an organization employing cost leadership strategy might be able 

to increase its competitive position through a successful ERP implementation 
that reduces several operational costs, including inventory costs. While an 
organization that is innovation driven, might not derive many benefits from an 
ERP implementation. 

 
2. If most of the firms in an industry are implementing an ERP, how can an 

organization derive strategic and competitive advantages from their ERP 
implementations? 

 Organizations and Managers need to understand that similar ERP systems 
implemented by competitors might not provide any differentiation in the very 
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beginning, but by extending the capability of these systems, organizations can 
further decrease costs as well as employ a differentiation strategy. Such a 
capability can be achieved by using Best-of-Breed bolt-on products along with 
ERP systems, which can help in extending operational benefits to generate 
strategic benefits as well. 

 
3. How can an ERP system bring about new strategic capabilities in the future? 
 It is now quite clear to Vendors and Practitioners alike, that ERP systems today 

have become the stepping stone for effective E-business Strategy. It forms the 
backbone of several supply chain and customer relationship enhancing 
technologies. 

 
Extended ERP and Competitive Advantage 
 
Extending ERP essentially means integrating ERP systems, with certain customer and 
supplier facing applications in order to create increased efficiencies. Competitive 
advantage implies the power of an organization to outperform its rivals by employing 
certain competitive strategies. Thus, an ERP implementation can lead to competitive 
advantage only if it allows or enables an organization to employ certain competitive 
strategies, like cost leadership, differentiation, or focus that is concentrating on a 
particular market segment, to outperform its rivals (fig 1). These competitive 
strategies should aim at creating sustainable competitive advantage for an 
organization. 
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Cost leadership and differentiation strategies are targeted towards a broad market, 
while focused strategies seek to lower costs (Cost focus) or differentiate products and 
services (differentiation focus) in a narrow industry segment. The feasible generic 
strategy would be different for different industries, similarly, the actions required to 
implement these generic strategies will also be different in different industries. These 
three strategies can be implemented by building barriers to entry, building switching 
costs for customers, changing the balance of power in supplier relationships, 
changing the basis of competition or generating new products and services. We would 
now do a comparative analysis of ERP and Extended ERP systems on the basis of 
these implementation mechanisms and find which of these two, can provide an 
organization sustained competitive advantage. 
 
a) Building Barriers to Entry: A successful entry barrier is a product or 
service provided by an organization that hooks-up customer with the organization, 
and is difficult for new players to imitate. The harder the service is to emulate, the 
bigger is the entry barrier for the new entrants. At the onset, a successful ERP 
implementation, that is a one which is implemented within budget and time limit as 
well as which leads to operational efficiencies and cost reductions, is in itself a big 
entry barrier to prospective entrants. This is because a successful ERP 
implementation is costly, as well as difficult and complex. But this hardly provides 
any sustainable competitive advantage. Add-ons like Data Warehouses which can 
store huge amount of information archived from ERP systems for decision making 
and Data Mining tools that work upon this data stored in Data Warehouses to 
understand certain trends and analyze situations using complex algorithms, enable 
companies to study customer preferences, buying pattern, customer profitability, sales 
performance etc and thus help organizations in targeting the right customers and 
employ a differentiation strategy by customizing products and services to different 
customer groups. Such an extension of ERP functionality acts as a threat to existing 
competitors as well as new entrants. Similarly, the first mover advantage, obtained by 
organizations that are at an advantage compared to rest of the industry players 
because they were the first to implement ERP systems in their industry,  also leads to 
creating such an entry barrier. But, in the first mover case, the entry barrier again, 
does not lead to a sustainable competitive advantage because being a standardized 
off-the-shelf product; an ERP system can easily be copied and implemented by other 
players within the same industry. A sustainable competitive advantage in the first 
mover’s case also, can be derived only when the organization keeps innovating and 
extending the ERP functionality for enhancing the value of the implementation. This 
can not only create entry barriers for new entrants, but also catch an organization’s 
competitor’s off-guard. 
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b) Building Switching costs for customers:  IT applications can create 
switching costs for customers by creating such products and services which not only 
are desired by customers, but can also make the customers dependant on these 
products and services in such a way that they won’t like to switch to competitors or 
might have to learn new capabilities for switching to the competitor. In 1990’s ERP 
systems weren’t known for front-office capabilities. They just automated back-office 
processes, which the customer hardly cared about. But in recent years, ERP vendors 
have added features like sales force automation, customer servicing as well as supply 
chain optimization. But still, these are not enough for capturing and retaining 
customers because essentially they only lead to decrease in operational costs, or lead 
to higher information visibility. So now, organizations that have already implemented 
ERP systems are trying to engage their customers more, by integrating ERP systems 
with a new application class called CRM. In IT terms, CRM means an integration of 
several technologies like Data Warehouses, Data Mining, Web site, Intranet, 
Extranet, Phone support system, etc. The use of Data Warehouse and Data Mining 
applications to understand and target the right set of customers can help an 
organization use focus strategies and either decrease costs or increase differentiation. 
On the other hand, while Internet can help organizations disseminate information 
regarding their products, in a more customized and personalized fashion, Extranets 
can help an organization provide customers option for self service by including 
Product Configurations which will help customers customize the products according 
to their needs. Better customer servicing can be provided through letting them check 
status of pending orders like what FedEx does. Such services can work efficiently 
only when driven by an integrated view of the business, which is provided by ERP 
systems. And together, these two, the ERP backbone, and the internet or extranet 
applications can provide an organization opportunity to employ a differentiation 
strategy. 
 
c) Changing the balance of supplier relationship: The concept of Inter 
Organizational Systems (IOS) that is systems that enable organizations to share 
information and conduct business electronically across organizational boundaries, has 
been much talked about in the past. Cases like American Hospital Supply Chain 
Corporation and American Airline, have shown how an organization can proceed 
from internal efficiency to create supply chain efficiencies, by connecting their 
systems to the supplier’s systems and not only decrease costs of operations by 
increasing information visibility, and better communication, but also enhance 
productivity, speed and flexibility. Such systems are known for changing 
organizational strategies and structures. While an ERP system takes care of internal 
efficiencies by reducing cost of operations, within organizational boundaries, it is 
now very much clear, that in today’s highly competitive era, supply chains, rather 
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than individual organizations compete with each other. Thus decreasing costs and 
increasing efficiencies, throughout the supply chain is the imperative for long term 
profitability and competitive advantage. ERP system provide with more information 
visibility throughout the organization, which can help increase only an organization’s 
internal supply chain efficiencies, but today we can achieve much more functionality, 
by integrating some other, supply chain related application with ERP. In the past, the 
most talked about supply chain technology was EDI, which enabled electronic 
transmission of standardized documents like invoices, orders, etc between suppliers 
and manufacturers. These led to cost reductions and improved efficiency, but the data 
received through EDI, had to be rekeyed into an organization’s transactional systems 
which could lead to more time and even data entry errors. Also, since EDI was a very 
expensive technology, not all players could afford using it to connect to their supply 
chain partners. But now through the advent of Internet and the possibility of 
connecting suppliers through Net to an organization’s ERP system directly, this 
problem is solved and it also leads to more information visibility, better decision 
making, less inventory, which all sum up to provide a cost advantage. We now hear 
about new techniques of managing supply chain partners, especially in the retail 
industry, called Collaborative Planning Forecasting and Replenishment (CPFR) and 
Vendor managed inventory (VMI), which provide tighter links between 
manufacturers and their supply chain partners. CPFR software allows supply chain 
partners to share information on marketing, sales and production which helps these 
suppliers and manufacturers in conducting collaborative forecasting which decreases 
the bull-whip effect of supply-chains and leads to more accurate forecasts and 
reduction of inventory throughout the supply chain. Vendor managed inventory, lets 
the suppliers replenish stocks of their customers on the basis of data visibility 
provided through ERP systems. Such supply chain applications, working on the ERP 
backbone, thus increase efficiencies and reduce costs, and also lock the suppliers due 
to the tighter links between them and their customers, that is, the manufacturers. 
 
d) Changing the basis of competition:  This happens when an organization is 
able to radically change either the cost structure (cost advantage) or its 
product/service offerings (differentiation advantage) which creates a new competitive 
environment within the industry itself. Today, most organizations compete on the 
basis of different strategies. One organization might provide better customer services, 
whereas another could be employing innovation to capture customers. In industries 
where almost all players are implementing an ERP system, the basis of competition 
will quickly change because through ERP implementation, every organization will be 
focusing on cutting costs and getting leaner, and then, after the ERP implementation 
is over, these organizations will have to build upon ERP systems, and add new 
functionality which would help them in getting more return on their investment, as 
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well as be different from the rest of the pack. For example, in the retail industry, most 
of the organizations, are implementing ERP systems, but once they have done so 
successfully, they will be needing to incorporate supply chain related technologies or 
ebusiness technologies in order to differentiate themselves from rest of the players. 
So, once ERP implementation is carried out successfully by many players within an 
industry, it becomes a necessary but not sufficient application for increasing the 
overall profitability of an organization. 
 
e) Generating new products and services:  In the past tere have been several 
successful cases, where Information Technology has enabled organizations in 
creating products with better quality, faster delivery, or less cost. ERP systems also, 
allow organizations to deliver products to the customers faster by reducing lead times 
and at lower prices by reducing several operational costs. But when we integrate other 
SCM and CRM applications with ERP, through the Net, there are further benefits that 
can be achieved. While certain applications help suppliers and manufacturers, to 
forecast collaboratively, there are others, which let them, communicate with each 
other in more cost efficient ways thus decreasing costs further. Similarly, Internet 
storefronts capture customer information including click-stream information that 
allows organizations to customize the existing products according to individual 
customer, thus employing a personalization strategy. Enterprise Resource Planning 
systems have given rise to a new industry called enterprise application integration 
(EAI), which deals with the integration of all the supply chain and customer 
relationship management applications with the ERP backbone. E-business systems 
will enable organizations in creating more efficiency in the future. 
 
Conclusion 
Enterprise Resource Planning systems have always been a misnomer because, their 
focus is only on integrating various organizational processes in order to provide a 
single view of the organization. After investing millions of dollars in implementing 
these systems, organizations realized that they do not help an organization much, in 
locking in their customers and suppliers to create long term strategic advantages. So, 
organizations are now looking at new ways of increasing the functionality of ERP 
systems, so that they are able to get increased return on their ERP systems. 
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Abstract: 
 
Now India is in the midst of a retail boom. The sector witnessed significant 
transformation in the past decade from small-unorganized family-owned retail 
formats to organized retailing. The retail industry in India is of late often being hailed 
as one of the sunrise sectors in the economy. FDI in retail industry means that foreign 
companies in certain categories can sell products through their own retail shop in the 
country. At present, foreign direct investment (FDI) in pure retailing is not permitted 
under Indian law. Government of India has allowed FDI in retail of specific brand of 
products. Following this, foreign companies in certain categories can sell products 
through their own retail shops in the country. According to the Investment 
Commission of India, the retail sector is expected to grow almost three times its 
current levels to $660 billion by 2015. However, in spite of the recent developments 
in retailing and its immense contribution to the economy, retailing continues to be the 
least evolved industries and the growth of organized retailing in India has been much 
slower as compared to rest of the world. The present study aims at studying the 
opportunities of FDI in Indian retail industry and to determine the Strengths and 
Weaknesses of Retail sector. 
 
Keywords: FDI in India, present setup, SWOT analysis, opportunity and challenges, 
FDI policies. 
 
 
History of FDI in Indian Market: 
 
One of the most striking developments during the last two decades is the spectacular 
growth of FDI in the global economic landscape. This unprecedented growth of 
global FDI in 1990 around the world make FDI an important and vital component of 
development strategy in both developed and developing nations and policies are 
designed in order to stimulate inward flows. In fact, FDI provides a win – win 
situation to the host and the home countries. The historical background of FDI in 
India can be traced back with the establishment of East India Company of Britain. 
British capital came to India during the colonial era of Britain in India. The first 
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Prime Minister of India considered foreign investment as “necessary” not only to 
supplement domestic capital but also to secure scientific, technical, and industrial 
knowledge and capital equipments. With time and as per economic and political 
regimes there have been changes in the FDI policy too. The industrial policy of 1965, 
allowed MNCs to venture through technical collaboration in India. 
The growing Indian market has attracted a number of foreign retailers and domestic 
corporate to invest in this sector Although FDI is not allowed in multi-brand retail; 
foreign retailers have entered the Indian market through other routes such as 
franchising. The retail industry is divided into organized and unorganized sectors. 
Organized retailing refers to trading activities undertaken by licensed retailers, that is, 
those who are registered for sales tax, income tax, etc. These include the corporate-
backed hypermarkets and retail chains, and also the privately owned large retail 
businesses. Unorganized retailing, on the other hand, refers to the traditional formats 
of low-cost retailing, for example, the local kirana shops, owner manned general 
stores, paan/beedi shops, convenience stores, hand cart and pavement vendors, etc. 
 
Literature Review: 
 
Syeedun Nisa (2007) “FDI in Indian Retail Industry”. This paper provides detailed 
information about the growth of retailing industry in India. It examines the growing 
awareness and brand consciousness among people across different socio-economic 
classes in India and how the urban and semi-urban retail markets are witnessing 
significant growth. India is one of the largest emerging markets, with a population of 
over one billion. India is one of the largest economies in the world in terms of 
purchasing power and has a strong middle class base of 300million. 

 
Satyajit Roy (2011) “An Overview of Retail Industry in India: Its Growth, 
Challenges and Opportunities”. In his paper he said that the Indian retail Sector is 
witnessing tremendous growth with the changing demographics and an improvement 
in the quality of life of urban people. Retail is amongst the fastest growing Sectors in 
the country. India ranks 1st, ahead of Russia, in terms of emerging markets potential 
in retail and is deemed a 'Priority 1' market for international retail 
 
Amit Rohilla (2012) “Foreign Direct Investment in Retail India: Good or 
Bad?”explained that the Indian retail industry is a sunrise Sector and many global 
players are willing to enter this. Indian retail industry is one of the pillars of the 
Indian Economy. Since 1991, when the policy of the liberalization was introduced by 
the Indian Government, FDI has been a highly controversial issue. From the last 3-4 
years our Government is talking about the FDI in retail Sector as there are some 
growth drivers for this Sector. But, if the Government decides to open up the doors 
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for FDI in this sector then some consequences will be there. No doubt that FDI plays 
a very important role in the development of any economy but this development 
always has two aspects i.e. positive and negative.  
 
Objectives of the Study: 

 To study the limitation of the present set up of FDI on Indian retail industry. 
 To study the opportunities of FDI in Indian retail industry 
 To determine the Strengths and Weaknesses of Retail sector. 

 
Research Methodology: 
This study includes descriptive research. Secondary Data was gathered from 
Websites, Journals, Economic Surveys report, newspapers, and magazines.  
 
FDI in Indian Retail Industry: 
 
India is a nation of shopkeepers. The country has around 12 million stores, which 
means one store for every 100 customers. Retailing in India is at a very interesting era 
as various factors are bringing about the big bang effect to retail. The creation of 
malls across the country and new high-streets had suddenly urged traditional retailers 
to modernize themselves. Development of retail is happening across tier 1, 2 and 3 
cities and this makes chain store retail interesting. Now with FDI in retail likely to 
become a reality, the shopkeepers’ landscape will change even further. It’s only 
imperative that the Indian retail has benchmarks of excellence that will catapult the 
industry into the global arena. 
There are two types of FDI: (a) Inward foreign direct investment and (b) Outward 
foreign direct investment.  
 
FDI in Single Brand Retailing: 
 
Single brand implies that foreign companies would be allowed to sell goods sold 
internationally under a ‘single brand’, viz., Reebok, Nokia and Adidas. FDI in ‘Single 
brand’ retail implies that a retail store with foreign investment can only sell one 
brand.  
 
FDI in Multi Brand Retailing: 
 
FDI in Multi Brand retail implies that a retail store with a foreign investment can sell 
multiple brands under one roof. Opening up FDI in multi-brand retail will mean that 
global retailers including Wal-Mart, Carrefour and Tesco can open stores offering a 
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range of household items and grocery directly to consumers in the same way as the 
ubiquitous ’kirana’ store. 
 
Indian Retailing Trend: 
 
Retailing is not an activity that can boost GDP by itself. It is only an intermediate 
value-adding process. If there aren’t any goods being manufactured, then there will 
not be many goods to be retailed! This underlines the importance of manufacturing in 
a developing economy. One could argue that the alarmingly low contribution of 
industry is attributable to the structural adjustments going on the sector, getting rid of 
the flab and getting ready to compete, but that still cannot undermine the seriousness 
of the issue at hand, in that only 6.215 million out of productive cohort of 600 million 
is employed in organized manufacturing. Only until the tardy growth of the 
manufacturing sector is addressed properly and its productivity chart starts to look 
prettier, could one begin thinking of dislocating some of the retailing workforce into 
this space. Until that day, disturbing the hornet’s nest would be one very painful 
experience for the economy. 
 
Limitation of the Present Set Up of FDI on Indian Retail Industry: 
 

 Limited choice to the consumer :  
 
Most Indian shopping takes place in open markets or millions of small, independent 
grocery and retail shops. Shoppers typically stand outside the retail shop, ask for what 
they want, and cannot pick or examine a product from the shelf. Access to the shelf or 
product storage area is limited. Once the shopper requests the food staple or 
household product they are looking for, the shopkeeper goes to the container or shelf 
or to the back of the store, brings it out and offers it for sale to the shopper. Often the 
shopkeeper may substitute the product, claiming that it is similar or equivalent to the 
product the consumer is asking for. 
 

 Pricing Issues :  
 
The product typically has no price label in these small retail shops; although some 
products do have a maximum retail price pre-printed on the packaging. The 
shopkeeper prices the food staple and household products arbitrarily, and two 
consumers may pay different prices for the same product on the same day.  
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 No sales and service support to the consumer :  
 
Vast majority of the unorganized retail shops in India employ family members, do not 
have the scale to procure or transport products at high volume wholesale level, have 
no quality control or fake-versus-authentic product screening technology and have no 
training on safe and hygienic storage, packaging or logistics.  
 

 Infrastructure :  
 
There has been a lack of investment in the logistics of the retail chain, leading to an 
inefficient market mechanism. Though India is the second largest producer of fruits 
and vegetables (about 180 million MT), it has a very limited integrated cold-chain 
infrastructure, with only 5386 stand-alone cold storages, having a total capacity of 
23.6 million MT. , 80% of this is used only for potatoes. Storage infrastructure is 
necessary for carrying over the agricultural produce from production periods to the 
rest of the year and to prevent distress sales.  Lack of adequate storage facilities cause 
heavy losses to farmers in terms of wastage in quality and quantity of produce in 
general. Though FDI is permitted in cold-chain to the extent of 100%, through the 
automatic route, in the absence of FDI in retailing; FDI flow to the sector has not 
been significant. 
 

 Intermediaries dominate the value chain : 
 
Intermediaries often flout mandi norms and their pricing lacks transparency. 
Wholesale regulated markets, governed by State APMC Acts, have developed a 
monopolistic and non-transparent character. Final price consumer pays. Indian potato 
farmers sell their crop for Rs. 2 to 3 a kilogram, while the Indian consumer buys the 
same potato for Rs. 12 to Rs. 20 per Kg. 
 

 Improper Public Distribution System (PDS) : 
 
There is a big question mark on the efficacy of the public procurement and PDS set-
up and the bill on food subsidies is rising. In spite of such heavy subsidies, overall 
food based inflation has been a matter of great concern. The absence of a ‘farm-to 
fork’ retail supply system hassled to the ultimate customers paying a premium for 
shortages and a charge for wastages. 
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 No Global Reach : 

 
The Micro Small & Medium Enterprises (MSME) sector has also suffered due to lack 
of branding and lack of avenues to reach out to the vast world markets. While India 
has continued to provide emphasis on the development of MSME sector, the share of 
unorganized sector in overall manufacturing has declined from 34.5% in 1999-2000 
to 30.3% in 2007-08. This has largely been due to the inability of this sector to access 
latest technology and improve its marketing interface. 
 
Opportunities of FDI in Indian Retail Industry 
 
Analysis of FDI flows in trade indicates that, over the 1990s, developed countries 
faced market saturation and became relatively less attractive to foreign investors. 
Instead, developing countries and Central and East European countries became 
increasingly attractive to foreign investors.  
Foreign Direct Investment (FDI) is one of the major sources of investments for a 
developing country like India wherein it expects investments from Multinational 
companies to improve the countries growth rate, create jobs, share  their expertise, 
and research and development in the host country 
With the growth of organized retailing, the average size of shops is increasing; both 
in terms of turnover and employment, and the density of retail outlet is declining. FDI 
can be a powerful catalyst to spur competition in industries characterized by low 
competition and poor productivity. Examples include the cases of consumer 
electronics in Brazil and India, food retail in Mexico, and auto in China, India, and 
Brazil. 
FDI can be a powerful catalyst to spur competition in the retail industry, due to the 
current scenario of low competition and poor productivity. It can bring about: 
• Supply Chain Improvement 
• Investment in Technology 
• Manpower and Skill development 
• Tourism Development 
• Greater Sourcing From India 
• Progression  in Agriculture 
• Benefits to government through greater GDP, tax income and employment 

generation. 
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The retail sector is severely constrained by limited availability of bank finance. The 
Government and the RBI need to evolve suitable policies to enable retailers in the 
organized and unorganized sector to expand and improve efficiencies. 
 
SWOT Analysis of Retail Sector: 
 
1.  Strengths: 

 Major contribution to GDP: the retail sector in India is hovering around 33-
35% of GDP as compared to around 20% in USA.  

 High Potential: since the organized portion of retail sector is only 2-3%, 
thereby creating lot of potential for future players. 

 High Employment Generator: the retail sector employs 7% of work force in 
India, which is right now limited to unorganized sector only. Once the reforms 
get implemented this percentage is likely to increase substantially. 

 
2. Weaknesses: 

 Lack of Competitors: AT Kearney‘s study on global retailing trends found 
that India is least competitive as well as least saturated markets of the world. 

 Highly Unorganized: The unorganized portion of retail sector is 97% as 
compared to US, which is only 20%. 

 Low Productivity: Mckinsey study claims retail productivity in India is very 
low as compared to its international peers. 

 Shortage of Talented Professionals: the retail trade business in India is not 
considered as reputed profession and is mostly carried out by the family 
members (self-employment and captive business). Such people are not 
academically and professionally qualified. 

 
3. Opportunities: 

 There will be more organization in the sector: Organized retail will need 
more workers. According to findings of KPMG , in China, the employment in 
both retail and wholesale trade increased from 4% in 1992 to about 7% in 2001, 
post reforms and innovative competition in retail sector in that country. 

 Healthy Competition will be boosted and there will be a check on the 
prices (inflation):Retail giants such as Walmart, Carrefour, Tesco, Target and 
other global retail companies already have operations in other countries for 
over 30 years. Until now, they have not at all become monopolies rather they 
have managed to keep a check on the food inflation through their healthy 
competitive practices. 

 Create transparency in the system:  the intermediaries operating as per mandi 
norms do not have transparency in their pricing. According to some of the 
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reports, an average Indian farmer realises only one-third of the price, which the 
final consumer pays. Intermediaries and mandi system will be evicted, hence 
directly benefiting the farmers and producers: the prices of commodities will 
automatically be checked.  

 Quality Control and Control over Leakage and Wastage: due to 
organisation of the sector, 40% of the production does not reach the ultimate 
consumer. According to the news in Times of India, 42% of the children below 
the age group of 5 are malnourished and Prime Minister Dr.Manmohan Singh 
has termed it as �national shame. Food often gets rot in farm, in transit and in 
state-run warehouses.  

 Heavy flow of capital will help in building up the infrastructure for the 
growing population: India is already operating in budgetary deficit. Neither 
the government of India nor domestic investors are capable of satisfying the 
growing needs (school, hospitals, transport etc.) of the ever growing Indian 
population. Hence foreign capital inflow will enable us to create a heavy capital 
base. 

 There will be sustainable development and many other economic issues 
will be focused upon: many Indian small shop 27owners employ workers, who 
are not under any contract and also under aged workers giving rise to child-
labour. It also boosts corruption and black money.   

4. Threats: 
 Current Independent Stores will be compelled to close: This will lead to 

massive job loss as most of the operations in big stores like Walmart are highly 
automated requiring fewer work forces. 

 Big players can knock-out competition: they can afford to lower prices in 
initial stages, become monopoly and then raise price later. 

 India does not need foreign retailers: as they can satisfy the whole domestic 
demand. Remember East India Company it entered India as trader and then 
took over politically. The government hasn‘t able to build consensus. 

 
FDI Policy with Regard to Retailing in India: 
 

 FDI up to 100% for cash and carry wholesale trading and export trading 
allowed under the automatic route. 

 India has allowed foreign groups to own 100% in “Single Brand” 
  India has allowed foreign groups to own up to 51 per cent in "multi-brand”. 
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Entry Option for Foreign Players Prior to FDI Policy:  
 
Although prior to Jan 24, 2006, FDI was not authorised in retailing, most general 
players had been operating in the country.  Some of entrance routes used by them 
have been discussed in sum as below:- 

 Franchise Agreements  
 Cash And Carry Wholesale Trading  
 Strategic Licensing Agreements  
 Manufacturing and Wholly Owned Subsidiaries. 

 
Conclusion and Recommendations: 
 
FDI in the multi-brand retailing sector and there is fresh flow of equity investment in 
this sector which will definitely give the Indian retail sector a much needed boost. In 
recent times the consumer are showing much greater confidence and in a due 
response the retail players in the market are veering towards aggressive expansion 
plan. These developments are clearly signalling an affluent time for retail sector. As 
the organised retail space in India continues to grow, it is likely to see a number of   
initiatives in the near future. Companies are likely to combine expansion with 
innovative measures as they look to ensure profitability in difficult times. Players 
need to increase their investments in retail ancillaries and retail logistics to ensure 
sustained benefits. In light of the above, it can be safely concluded that allowing 
healthy FDI in the retail sector would not only lead to a substantial surge in the 
country’s GDP and overall economic development, the Indian retail market with that 
of the global retail market in addition to providing not just employment but a better 
paying employment, which the unorganized sector (kirana and other small time 
retailing shops) have undoubtedly failed to provide to the masses employed in them. 
Thus, as a matter of fact FDI in the buzzing Indian retail sector should not just be 
freely allowed but per contra should be significantly encouraged.  
The decision of Government to allow FDI in multi brand retail will bring about 
Supply Chain Improvement, Investment in Technology,  Manpower and Skill 
Development, Tourism Development, Greater Sourcing from India, Up-gradation in 
Agriculture,  Efficient Small and Medium Scale Industries,  Growth in market size 
and Benefits to Government through greater GDP, tax income and employment 
generation. 
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Abstract: 
The aim of the study is to analyze the performance of leading Banks in India. The 
selected Banks are the Banks that achieved top ten ranks on the basis of three 
parameters-Growth, Size and strength by a leading business magazine Business 
Today during the year 2012-13.The reason to select this year is that economy of 
India faced many ups and downs. Still, satisfactory financial performance of 
Indian Banks can be noticed. The present study attempts to evaluate the 
performance of Banks based on following parameters-Operating Profit, Net 
Interest Income, Capital Adequacy Ratio, Net NPA, Cost to Income Ratio, 
Deposit Growth, ROA, and ROCE. This study helps us to find out the Banks 
which performed best with respect to each performance measure and thereby 
identifying strengths and weaknesses of each selected Bank. 
 
Keywords: Public and Private Sector Banks, Profitability, Performance. 

 
 
Introduction 
The growth and financial stability of the country depend on the financial soundness of 
its Banking sector. The Indian Banking sector has been working in a more open and 
globalised environment since liberalization. The profitability of a bank is affected by 
number of factors. These factors include fundamentals internal to each bank and 
several important external elements determining performance. In order to withstand 
negative shocks and maintain financial stability, it is important to identify the factors 
that mostly influence the overall performance of banks. In the present study, 
Operating Profit, Net Interest Income, Capital Adequacy Ratio, Net NPA, Deposit 
Growth, ROA (Return on Assets) and ROCE (Return on Capital Employed) 
 
Literature Review 
Bhatia (1978), in his study titled, “Banking Structure and Performance � A Case 
Study of the Indian Banking System” attempted to analyze the economic performance 
of Indian banking system as reflected by its output, price and profitability during the 
period 1950-68. He found that profit of the Indian banking system during the said 
period had an upward trend. The study suggested deregulation of interest rates to 



   JSSGIW Journal of Management, Issue –I, Vol.-I, Oct.-Mar., 2014 
 

 

73

enhance the profitability of financial institutions and to ensure a competitive banking 
environment which would ultimately result in better services. 
 
Jayaraman and Srinivasan (2009) in their study titled, “Relative Efficiency of 
Scheduled Commercial Banks in India (2001-08): A DEA Approach” attempted to 
measure the scale efficiency of scheduled commercial banks in India using Data 
Envelopment Analysis. The study listed out the number of efficient banks on the basis 
of relative performances using efficiency scores. It was found that the general 
performance of scheduled commercial banks understudy was relatively high during 
the study period 2001-08 and the average efficiency score was ranging 
between0.9195 and 1. More than 60 per cent of the scheduled commercial banks 
under study were above the average efficiency score for each study period except for 
the year 2006, where it was around 53 per cent. The results show that ICICI Bank, 
IndusInd Bank, ABN Amro Bank, Calyon Bank and Citibank were efficient for all 
years during study period. In addition to above banks, efficiency scores of State Bank 
of Travancore, Vijaya Bank, Bank of Maharashtra, and Oriental Bank of Commerce, 
Axis Bank, Federal Bank and Yes Bank were above the average efficiency scores for 
all the years. 
 
Alamelu and Devamohan (2010), in their study titled, “Efficiency of Commercial 
Banks in India” calculated the business ratios, such as interest income to average 
working funds, non-interest income to average working funds, operating profit to 
average working funds, return on assets, business per employee and profit per 
employee for public sector banks, private sector banks and foreign banks for the 
period 2004-05 to 2008-09. It was observed that the foreign banks and new 
generation private banks have superior business ratios. They effectively leverage 
Technology, outsourcing and workforce professionalism which helped them to 
protect their bottom line. On the other hand, the public sector banks are yet to exploit 
fully the advantages of vast branch network and large workforce. That’s why they 
have unimpressive business ratios. Old generation private banks do not have 
impressive business ratios, as they are constrained by small size and conservatism. 
 
Objectives of the Study 
• To analyze the performance of leading 10 Banks in the year 2012-13 under the 

various parameters. 
• To find out the Strengths and Weaknesses of each Bank. 
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Research Methodology 
Research Design: Descriptive in nature. Published annual reports of the Banks were 
used as a source to calculate various ratios and performance indicators. Tools Used: 
Ratios, Tables, Bar Charts and Pie Charts. The period of study is 2012-13. 
The parameters are: 
A. Operating Profit 
B. Net Interest Income 
C. Capital Adequacy Ratio 
D. Net NPA 
E. Cost to Income Ratio 
F. Deposit Growth 
G. ROA (Return on Assets) 
H. ROCE (Return on Capital Employed) 
 
Analysis and Interpretation 
The table is showing top 10 Banks for the year 2012-13.Comparision has been made 
on the above given parameters. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table: Top 10 Banks in India 
Rank BANK 

1 HDFC BANK 
2 AXIS BANK 
3 ICICI BANK 
4 BANK OF BARODA 
5 BANK OF MAHARASHTRA 
6 IDBI BANK 
7 CITIBANK 
8 CORPORATION BANK 
9 SYNDICATE BANK 
10 STATE BANK OF INDIA 

 Source: Business Today Magazine, December 8,2013
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Operating Profit: Operating profit is the Net profits earned by Bank before 
provisions and contingencies. This is an indicator of a bank’s profitability at the 
operating level. This is also known as Earnings before Interest and Tax (EBIT).It is 
calculated to measure the operational efficiency of Banks. 
 
            Operating Profit=Operating Revenue -- Operating Expenses 

TABLE:1 OPERATING PROFIT OF TEN LEADING 
BANKS(2012-13) 

BANK OPERATING PROFIT(Cr.) 

HDFC BANK 11427.63 
AXIS BANK  9303.13 

ICICI BANK 13199.23 

BANK OF BARODA 8999.15 

BANK OF MAHARASHTRA 2148.71 

IDBI BANK 5458.25 

CITIBANK 4280.42 

CORPORATION BANK 3037.01 

SYNDICATE BANK 3449.59 

STATE BANK OF INDIA 31081.72 
       
From the above table, it can be concluded that Operating profit of SBI is highest 
among all the selected Banks. It is showing the efficiency of SBI. It can also be 
noticed that SBI is earning profits from its core activities. Bank of Maharashtra, 
Corporation Bank and Syndicate Bank have less operating profits; hence, they should 
try to improve their operational efficiency. 
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Net Interest Income: Net interest income is the difference between interest received 
from assets and interest paid on liabilities. In Banks, Assets are Commercial and 
personal loans, mortgages, construction loans and securities. The liabilities for a Bank 
are deposits. 
 
           NII= Interest Received on assets-Interest payments on Liabilities 

TABLE 2:NET INTEREST INCOME OF  TEN LEADING 
BANKS(2012-13) 

BANK  NET INTEREST INCOME 

HDFC BANK 0.0475 
AXIS BANK  0.0318 

ICICI BANK 0.0289 

BANK OF BARODA 0.0234 

BANK OF MAHARASHTRA 0.0301 

IDBI BANK 0.018 

CITIBANK 0.0459 

CORPORATION BANK 0.0197 

SYNDICATE BANK 0.0282 

STATE BANK OF INDIA 0.0325 
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It can be concluded from the table that NII is highest for HDFC Bank (0.0475) for the 
selected time period. The NII is less for IDBI Bank, so it should take measure to 
improve NII. 
 

 
 
Capital Adequacy Ratio: Capital Adequacy determines the Bank’s capacity to meet 
the time liabilities. It is the cushion for potential losses, helps in maintaining the 
confidence of depositors and prevents the Bank from going bankrupt. 
CAR= (Tier I + Tier II + Tier III)/RWA 
RWA=Risk Weighted Average 
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TABLE 3: CAPITAL ADEQUACY RATIO OF TEN 
LEADING BANKS(2012-13) 

BANK 
CAPITAL ADEQUACY 
RATIO 

HDFC BANK 16.8 
AXIS BANK  17 

ICICI BANK 18.74 

BANK OF BARODA 13.3 

BANK OF MAHARASHTRA 12.59 

IDBI BANK 13.13 

CITIBANK 15.9 

CORPORATION BANK 12.33 

SYNDICATE BANK 12.59 

STATE BANK OF INDIA 12.92 
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Capital Adequacy ratio for ICICI Bank is highest(18.74).All other Banks are 
satisfying the Basel Capital Adequacy Norm of 10%. 
 
 

 
 
 
 
 
Net NPA: It measures the strength of Bank. It actually determines the percentage of 
Non Performing Assets to Total assets. The Net NPA level helps us to know the 
efficiency of Credit Risk Management System of the Bank. Following Ratios 
determine Asset Quality:  
 
1. Gross NPA to Gross Advances Ratio.  
2. Net NPAs to Net Advances Ratio.  
3. Total Investment to Total Assets Ratio.  
4. Net NPAs to Total Assets Ratio. 
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The table depicts that Net NPA of Bank of Maharashtra is lowest (0).The Net NPA of 
IDBI Bank and CITI Bank are relatively high. They should improve the quality of 
their assets. 
 

 
 
Cost to Income Ratio: Cost/Income ratio is the ratio between operating expenses and 
operating income. It measures how costs are changing compared to income. It is one 
of the main key performance indicators of a bank's efficiency: the lower the ratio the 
more efficient the bank. 
 
Cost to Income Ratio=Operating Expenses/Operating Income 

 
 
 

0.2 0.36
0.77

1.28
0

1.58
1.47

1.19

0.76

2.1

FIGURE 4: NET NPA

HDFC BANK

AXIS BANK 

ICICI BANK

BANK OF BARODA

TABLE 4: NET NPA LEVELS OF TEN LEADING 
BANKS(2012-13) 

BANK NET NPA 
HDFC BANK 0.2 
AXIS BANK  0.36 
ICICI BANK 0.77 
BANK OF BARODA 1.28 
BANK OF MAHARASHTRA 0 
IDBI BANK 1.58 
CITIBANK 1.47 
CORPORATION BANK 1.19 
SYNDICATE BANK 0.76 
STATE BANK OF INDIA 2.1 
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TABLE 5: COST TO INCOME RATIO OF TEN LEADING 
BANKS(2012-13) 

BANK 
COST TO INCOME 

RATIO 

HDFC BANK 0.5 
AXIS BANK  0.43 

ICICI BANK 0.41 

BANK OF BARODA 0.4 

BANK OF MAHARASHTRA 0.46 

IDBI BANK 0.36 

CITIBANK 0.4 

CORPORATION BANK 0.4 

SYNDICATE BANK 0.48 

STATE BANK OF INDIA 0.49 
 
 
From the table, it is clear that Cost to Income Ratio is lowest for IDBI Bank(0.36).It 
is highest in case of HDFC Bank. It should take immediate action to lower down this 
ratio. 
 

 
 
Deposit Growth: It is also an important parameter to measure the performance of 
Bank. Higher ratio is the result of better interest on deposits or due to the increasing 
loyalty of banks.  
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TABLE 6: DEPOSIT GROWTH RATE PERCENTAGE 

OF TEN LEADING BANKS(2012-13) 

BANK 
DEPOSIT GROWTH 

RATE 

HDFC BANK 20.08 
AXIS BANK  14.37 

ICICI BANK 14.53 

BANK OF BARODA 23.13 

BANK OF MAHARASHTRA 23.27 

IDBI BANK 7.9 

CITIBANK 2.88 

CORPORATION BANK 21.94 

SYNDICATE BANK 17.36 

STATE BANK OF INDIA 15.24 
 
From the table it can be concluded that Deposit Growth ratio of Bank of Maharashtra 
is highest (23.27).It is relatively less in case of IDBI bank and CITI Bank. 
 

 
 
ROA (Return on Assets): This ratio indicates how profitable a company is relative 
to its total assets. The return on assets (ROA) ratio defines how well management is 
employing the company's total assets to make a profit. The higher the return, the more 
efficient management is in utilizing its asset base. The ROA ratio is calculated by 
comparing net income to average total assets, and is expressed as a percentage. 
 
Formula: 
ROA=Net Income+ Interest expenses-Interest tax saving/Average Total Income 
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TABLE 7: ROA OF TEN LEADING BANKS(2012-13) 

BANK ROA(%) 

HDFC BANK 1.68 
AXIS BANK  1.51 

ICICI BANK 1.55 

BANK OF BARODA 0.82 

BANK OF MAHARASHTRA 0.65 

IDBI BANK 0.58 

CITIBANK 2.12 

CORPORATION BANK 0.74 

SYNDICATE BANK 0.93 

STATE BANK OF INDIA 0.9 
 
From the table, it is clear that ROA of CITIBANK is highest for 2012-13 and is 
lowest in case of IDBI Bank. The Banks having low ROA should utilize their assets 
effectively. 
 

 
 
ROCE (Return on Capital Employed)- 
A financial ratio that measures a company's profitability and the efficiency with 
which its capital is employed.“Capital Employed” is the total of shareholders' equity 
and debt liabilities; it can be simplified as (Total Assets – Current Liabilities). Instead 
of using capital employed at an subjective point in time, analysts often calculate 
ROCE based on “Average Capital Employed,” which takes the average of opening 
and closing capital employed for the time period.A higher ROCE indicates more 
efficient use of capital. ROCE should be higher than the company’s capital cost; 
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otherwise it indicates that the company is not employing its capital effectively and is 
not generating shareholder value. 
 
       Formula: 
ROCE = Earnings before Interest and Tax (EBIT) / Capital Employed 
 

TABLE 8: ROCE OF TEN LEADING BANKS(2012-13) 

BANK ROCE 

HDFC BANK 20.34 
AXIS BANK  18.53 

ICICI BANK 13.1 

BANK OF BARODA 15.07 

BANK OF MAHARASHTRA 13.66 

IDBI BANK 9.26 

CITIBANK 16.3 

CORPORATION BANK 16.08 

SYNDICATE BANK 20.47 

STATE BANK OF INDIA 15.42 
 
From the table, it can be concluded that ROCE is highest for Syndicate Bank and 
lowest for IDBI Bank. IDBI Bank, ICICI Bank and Bank of Maharashtra should take 
urgent measures to improve this ratio. 
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TABLE 9 : RANKING OF BANKS AS PER THE PARAMETERS CALCULATED ABOVE 
BANKS OP NII CAR NPA CTI DG ROA ROCE 
HDFC BANK 3 1 3 2 10 4 2 2 
AXIS BANK  4 4 2 3 6 8 4 3 
ICICI BANK 2 6 1 5 5 7 3 9 
BANK OF BARODA 5 8 5 7 2 2 7 7 
BANK OF 
MAHARASHTRA 10 5 8 1 7 1 9 8 
IDBI BANK 6 10 6 9 1 9 10 10 
CITIBANK 7 2 4 8 3 10 1 4 
CORPORATION BANK 9 9 10 6 4 3 8 5 
SYNDICATE BANK 8 7 9 4 8 5 5 1 
STATE BANK OF 
INDIA 1 3 7 10 9 6 6 6 

 
Findings of the Study 
1. Among the top ten Banks, Operating profit of SBI. It is showing the efficiency of 

SBI.  
2. NII is highest for HDFC Bank (0.0475) for the selected time period. 
3. Capital Adequacy ratio for ICICI Bank is highest (18.74). 
4. Net NPA of Bank of Maharashtra is lowest (0). 
5. Cost to Income Ratio is lowest for IDBI Bank(0.36).It is highest in case of HDFC 

Bank 
6. Deposit Growth ratio of Bank of Maharashtra is highest(23.27) 
7. ROA of CITIBANK is highest for 2012-13 and is lowest in case of IDBI Bank. 
8. ROCE is highest for Syndicate Bank. 
 
Scope for further Research 
The performance of only 10 Banks has been studied, but further studies can be done 
on more public and private sector Banks. Besides this, many other performance 
measures can also be considered for study. 
 
Conclusion 
The study throws light on the performance of the leading Banks of India during 2012-
13.Eight performance measures were used for measuring the performance of the 
leading Indian Banks. This study helped us to gain knowledge about the performance 
of Banks. During the period of study, performance of all selected Banks was 
satisfactory. All the selected Banks were having their own strengths and weaknesses. 
The study includes both public and private sector Banks, thus it gives an overall idea 
about the performance of Banks. 
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Abstract  
 
A Mutual Fund is a trust that pools the savings of a number of investors who 
share a common financial goal. Anybody with an investible surplus of as little 
as a few hundred rupees can invest Mutual Funds. These investors buy units of 
a particular Mutual Fund scheme that has a defined investment objective and 
strategy. Mutual fund is an investment where the investor pools their money 
for investing   in well-diversified portfolio of equities, bonds or other 
securities. As the investors pool their money to the fund manager and the fund 
managers invest the money in the securities and after generating returns passed 
back to the investors so there is always a dilemma regarding the performance 
persistence of the funds. By analogy, one would expect mutual fund managers 
to vary in ability and past performance to be indicative of ability. 
 
In this paper an attempt is made to evaluate the performance of four open 
ended equity funds on the basis of daily returns compared to benchmark 
returns. For this purpose, risk adjusted performance measures suggested by 
Jenson, Treynor and Sharpe are employed. It is found that, UTI has performed 
better according to return and AXIS was found to have maximum deviation 
from standard. Ranking of the mutual fund was done using average as the 
parameter as, by all the other measures, funds were negative.   It was observe 
that all funds have beta below 1 which indicate that investment lower volatility 
than the market. 
 
Keywords: Performance Persistence, Mutual Funds, Jenson, Treynor and 
Sharpe measure.  
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Introduction 
 
A mutual fund is an investment that allows all investors access a well-diversified 
portfolio of equities, bonds or other securities. In finance, when we assume that the 
performance of mutual funds in one period will also continue in the next period is 
called as performance persistence. There are three types of performance persistence 
tendency in the mutual fund literature:  
 
• Winning persistence where the fund perform much better than its competitors   
• Losing persistence where the fund   is a bad performer. 
• Reversal pattern is when we can observe a pattern as winner after losing or loser 

after winning. 
 
Still today, the funds are evolving and improving in order to offer people much wider 
choices and better advantages for fulfillment of their various investment needs and 
financial objectives 
 
Testing the persistence is one of the challenges because of the less matured capital 
market conditions, presence of high volatility in equity market, and lesser awareness 
among common investors in today’s times.  On the other hand, the evidence of 
performance persistence also gives practical value to the investors, as it suggests that 
investors can realize abnormal returns by purchasing recently superior performing 
fund. Hence, examining the performance persistence of the fund is a perennial issue 
for potential and commitment investors. 
 
Literature Review 
 
Several researches on mutual fund performance persistence have been done in the 
developed financial markets. However, emerging markets are away from the 
performance persistence test. 
 
Earlier studies have focused on predicting asset returns based on historical return data 
of the same asset, basically relying on autocorrelation patterns. More recent works 
include information from other related companies and macro-economic variables into 
the forecasting methods. Fama and French (1988) argue that stock returns seem to be 
predictable based on the fundamental data. ”there is much evidence that stock returns 
are predictable”. Kaul (1996); Cochrane (1999) reports that long run returns can be 
forecasted more precisely than the short term returns.  
 



   JSSGIW Journal of Management, Issue –I, Vol.-I, Oct.-Mar., 2014 
 

 

88

Various studies (Otten and Bams 2002; Blake & Timmermann 1988; stotz 2007) 
evaluating performance with risk based models show that active mutual funds do not 
add value based on net returns.In contrast, few studies (Grinblatt and 
Titman,1989;Wermer,2000)using portfolio-information-based measures document a 
better performance by fund managers, compared to risk models and compared to a 
passive benchmark. On average, the performance of active funds is negative net of 
costs. However, it is still possible that some fund managers are able to outperform 
their benchmark. If some managers are good at picking stocks, then it is reasonable to 
believe that such talents persist over time. Interestingly, over period of one year or 
longer, no persistence in a fund can be documented.  
 
Droms and Walker (2001) observed the short-term performance persistence for 
International equity funds from 1977 to 1996; however, the results of the study do not 
support the longer term performance persistence. Jan and Hung (2004) employed the 
monthly returns for the period January 1961 to June 2000 to examine the performance 
persistence of 3316 U.S. equity funds. They concluded that investors can benefit from 
selecting mutual funds on the basis of both short- and long-run performance. 
 
Sanjay Sehgal and Manoj Jhanwar (2008) examine the short-term persistence of 59 
mutual funds in Indian context by employing daily and monthly returns. They used 
one factor Risk Adjusted Return (RAR) based on CAPM, three factors Fama-Frence 
model and Carhart four-factor model to assess the performance of mutual fund 
schemes. They adopt zero-outlay strategies, by assuming that the investors short sells 
the past losers and buy the past winners with the sale proceeds, to assess the short-
term persistence of the mutual fund performance. They find no evidence that 
confirms persistence using monthly data, based on all the performance models. But, 
in contradict, the performance persistence were exists in daily data based on four-
factor model. However, they also concluded that the economic feasibility of the 
trading strategies seems doubtful due to high transaction cost. 
 
Research Design  
 
Significance of the Study  
 
The study has a contribution to the existing knowledge in the area of portfolio 
management. The study is a contribution to the financial sector and economy as a 
whole. Therefore, the major benefit from this study is too investor, financial sector, 
regulatory bodies, the academic staff.   
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Objective of the Study 
 On the basis of above review of literature, the objectives of this study are as follows: 
• To analyze the performance of open ended equity fund’s mean return and 

variance analysis; 
• Ranking these funds using average return   
 
Methodology of the study 
 
The data have been suitably rearranged, classified and tabulated according to the 
requirements of the study. 
• Nature of study: Case Study   
• Sample Design: Judgmental 
• Data Source: National Stock Exchange website 
• Type of Data: Secondary Data 
• Period of Data: March 1, 2010 to April 30, 2013 
• Statistical Tools: For analyzing the performance of Mutual funds, the annual 

returns, total risk, systematic risk is calculated.  
• To calculate  risk-adjusted performance  of fund using Sharpe , Treynor and  

Jenson  
 
Limitations of the study 
 
• Not all the information required was freely available. 
• To get an insight in the process of risk and return and deployment of funds by 

fund manager is difficult. 
• Largely depending on secondary data i.e. gather the data from various books and 

websites. 
• As the study is based on three years data only ,its findings cannot be generalized. 
 
Analysis and Interpretation of data 
 
The data consist free from survivorship bias Net Asset Values (NAV) of ten mutual 
funds schemes from March 1, 2010 to April 30, 2013. All these schemes have 
reinvestment option, and hence, the researcher has used reinvestment based NAV. All 
the samples schemes are open ended in nature, and predominantly, equity based with 
growth as their objectives. The daily NAVs were used to calculate average daily and 
annual returns. Data have been collected from the official website of Association of 
Mutual funds of India (AMFI). National Stock Exchange (NSE) NIFTY was 
considered as the proxy for the market. 
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Calculation of Risk, Beta, Treynor, Sharpe and Jensen Measure for equity 
scheme 
 

Terms Kotak AXIS UTI TATA 

  n 747 747 747 747 
  �RA 23.10293 27.56801 30.64542 22.0587 

  �RM 21.08911 21.08911 21.08911 21.08911 
  �R'A 0.030928 0.036905 0.041025 0.02953 
  �R'M 0.028232 0.028232 0.028232 0.028232 
  �(RA-R'A)(RM-R'M) 757.5992 825.8851 758.8351 756.6271 
  �(RM-R'M)2 962.242 962.242 962.242 962.242 

  �(RA-R'A)2 640.5489 744.5267 670.7391 651.8799 
  RF 7.29 7.29 7.29 7.29 

 
Where: 

n Number of periods 
RA Return of the portfolio A 
RM Return of the portfolio M 
R'A Average rate of return of portfolio A 
R'M Average rate of return of portfolio M 
RF Average rate of return on a risk-free investment 
�A Standard Deviation of return of portfolio A 
�A Beta of portfolio A 

 
Measure Kotak AXIS UTI TATA 

Average Returns 
(R'A) 

0.030928 0.036905 0.041025 0.02953 

Market Average 
Return ( R'M) 

0.028232 0.028232 0.028232 0.028232 

Standard Deviation 
(� A) 

0.926630807 0.999012012 0.948216262 0.934790725 

Beta (�) 0.787327106 0.858292494 0.788611492 0.786316842 

Treynor’s Measure -9.22824807 -8.45670304 -9.20307092 -9.24154221 
Sharpe Measure -7.836283296 -7.26030459 -7.647094915 -7.769007221 

Jensen Measure -7.042310044 -6.990731721 -6.96866395 -7.052529247 
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Findings 
1.  The average return of the fund (R’A) is more than that of the average market 

return (R'M) which indicates that the fund is performing well as compared to 
the market. UTI Mutual fund has performed the best taking this parameter.  

2.  The Standard Deviation of all companies indicates the amount of risk involved 
in investing in the fund. So the highest risky was to invest in AXIS mutual fund 
scheme  

3.  As all the Mutual funds have beta below 1 which indicate that either an 
investment with lower volatility than the market, or a volatile investment whose 
price movements are not highly correlated with the market. 

4.  The Treynor ratio states that Kotak UTI and TATA provides almost 9% return 
per unit of risk as measure by beta, while AXIS  “only” provided an 8.4% 
return per unit of risk. Kotak UTI and TATA beta is almost 8% as volatile as 
the Nifty.  

 The Treynor ratio actually points to Kotak UTI and TATA generating a better 
risk-adjusted return. However, the Treynor ratios are close enough that 
investors choosing between these companies should base their decisions on 
their personal risk tolerance. 

5.  The Sharpe ratio tells us whether a portfolio's returns are due to smart 
investment decisions or a result of excess risk. The greater a portfolio's Sharpe 
ratio, the better its risk-adjusted performance of it. Since the Sharpe ratio of all 
are negative and almost 7%, this shows that an investor have high risk. 

6.  Jensen's measure helps determining whether a portfolio is earning the proper 
return for its level of risk or not. If the value is positive, then the portfolio is 
earning excess returns. Since the Jensen’s Ratio is negative for all funds, this 
shows that fund manager was not able to beat the market with his or her stock 
picking skills. 

 
Suggestions 
The investors who are ready to take risk can invest in Kotak 50, UTI and TATA as 
the risk associated with it is too high and the return is also high. The predictive ability 
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represented by fund managers is not so good but it may be due to the sample period 
taken in study.   
 
Conclusion 
 
The Mutual Fund Industry as we have seen has been through testing phase in its 
evolution. Investors today have to bear outrageous plans of various AMC’s that they 
have magic portfolio, which can give tailor made returns than risks. 
In this study an attempt was made to look into the logic behind the claims that these 
AMC’s boldly make theoretically with a broad prospective. Broadly various concepts 
like the risk-return relationship and various performance evaluation methods were 
floated with an intention to facilitate even an ordinary investor with elementary 
knowledge of statistics to understand them. 
In this article, we also study the issue of persistence in mutual fund performance, 
emphasizing short measurement periods. We rank funds every year by their risk-
adjusted return measured .We conduct a number of tests to check the persistence and 
found that our results were disturbing. As we got to know that none of funds were 
performing well. It was seen that the funds were working on principle of high risk and 
high return and proved it. But if we closely monitor the funds it was visible that all 
are high volatile funds and the performance and skills of the fund manager were 
inappropriate. At last it would also be concluded that the period selected by the 
researcher is in appropriate and study must be for longer period with more of 
analysis.   
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Abstract 
 
Human resource training and development (HR T&D) in manufacturing firms 
is a critical issue for the organizations in today’s times when the concept of 
knowledge based economies has gained relevance. Organizations are focusing 
on building a competitive workforce, especially in case of huge manufacturing 
setups where the need of skilled workmanship is ever growing. Special 
budgetary allowances are made in the annual budgets to suffice to the training 
needs of the organization and the dynamic business environment. This research 
focuses on the training and development initiatives taken up by BHEL that 
have lead to a sustainable growth of the organization and its human assets. The 
paper gives an insight into the development policies and model adapted by 
BHEL to compete in the growing manufacturing industry. 
 
Keywords: Training, development, skilled workforce, human assets, BHEL. 

 
 
Introduction  
 
The ever changing and dynamic business environment brings up new issues and 
challenges for the organizations every day, and in order to sustain and grow in such a 
competitive environment it is very important for organizations to have an extra edge 
over its competitors. Also with the advent of globalization, the need to be ahead 
becomes even more important. Hence organizations these days are striving very hard 
to achieve that extra edge for them. This edge over its competitors can be in form of 
the innovations in their product line, through quality assurance or through best 
services to its consumers, and all these can be achieved through a highly skilled and 
highly competent workforce. 
 
The focus has now shifted to “knowledge based economies”. The terms like 
knowledge management, development, career planning, employee growth etc have 
gained more attention. Hence with this change in focus, the Human resource, the 
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human assets of the organizations have also gained importance. Human Resource 
Development is concerned with increasing the skills of employees and changing their 
attitudes in order to enable them to function in a more efficient manner in achieving 
the objectives of the organization. It is based on the “Fundamental Philosophy” that 
“Individuals in an organization have unlimited potential for growth and development 
which can be harnessed for the achievement of the objectives of the organization, 
while bringing about a positive change and enhancement of the individual’s general 
capabilities. “In recent times, organizations have realized that the human resource is 
the resources which provide a competitive edge for the organization, which can be 
positively utilized for more efficient and achievement of organization objectives. The 
HR department, as a result of the growing need for knowledge workers, has started to 
have dedicated training and development departments which cater to the training 
needs of the organization and its employees. There is increasing pressure on staff and 
the organizations to perform quickly, perform well, and adapt to change in a 
heartbeat. No longer is skill development the only hat worn by trainers. And in 
addition to dramatic shifts in responsibilities and accountability, effective training and 
development functions are finding themselves an integral part of the organization's 
strategic planning. 
 
Training in Manufacturing Industries- 
 
Manufacturing is one of the sectors that have the biggest requirement for the skilled 
and highly competent workforce. Also the skill requirements in a manufacturing setup 
are completely different from those of other service based industries. The focus here 
is to develop and hone the existing skills, and at the same time, to cater to the highly 
innovative and competitive market needs in the industry. Thus, training and 
development becomes one of the prime concerns in such setups specially gaining the 
focus and attention of the HRD of the organization. Special budgetary allowances and 
resources are allocated to fulfill the training needs of the organizations. Trainers and 
training modules are at times outsourced by the organizations in case of special 
training needs related to new technical changes that are a part of ever growing 
manufacturing industry. Also the manufacturing industries have specialized needs, 
and the skilled workers to do the work are less or insufficient. With a skilled 
production workforce in short supply, manufacturers such as Arcelor Mittal, Permac 
Industries and others are stepping up and collaborating with training partners to 
develop curriculums that meet their needs. Outsourcing is the new trend, but its 
effectiveness is questionable. Apart from this there are certain issues that come up 
and act as hurdles in the successful implementation of these trainings. Also in certain 
organizations the HR is considered to be a cost centre and all the activities related are 
taken to be a part of the additional costs on the company. Hence there is an urgent 
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need to closely understand the training needs, doing the training need analysis and 
thereby properly implementing and then evaluating these trainings for their 
effectiveness and usefulness. 
 
Relevance/ Justification of the Study  
 
The Indian economy is one of the fastest growing economies in the world. The Indian 
industries have shown significant growth their contribution to the GDP. 
Manufacturing industry is the backbone of Indian economy as it provides 
employment opportunities in huge numbers. But over a period of time, it has been 
observed that some of the manufacturing giants are losing viability and becoming sick 
owing to a large number of technical, financial, labor and employment problems. 
Therefore, it is utmost important that the people who manage the manufacturing 
industries are properly recruited and trained to harness these sophisticated 
technologies. 
 
BHEL is an integrated power plant equipment manufacturer and one of the largest 
engineering and manufacturing companies in India in terms of turnover. It was 
established in 1964, ushering in the indigenous Heavy Electrical Equipment Industry 
in India - a dream that has been more than realized with a well-recognized track 
record of performance. The company has been earning profits continuously since 
1971-72 and paying dividends since 1976-77. BHEL is the largest engineering and 
manufacturing enterprise in the country and ranks among the top 10 power equipment 
manufacturers in the world. Started in 1956 in Bhopal, India, today the company has 
14 manufacturing plants and 150 sites in India and abroad. 
BHEL has its own dedicated Human Resource Development Institute, which takes up 
massive training projects. Each employee has to undergo at least one week of training 
every year. All R&D is done in-house. No wonder, BHEL has been conferred the 
status of a Navratna (nine jewels) company by the Government of India. Last year 
BHEL won the prestigious Golden Peacock award, given to corporate training houses 
by Institute of Directors. This research gains even more significance as it helps us 
understand the role that training and development have played in the overall growth 
of the organization at the global level too. 
 
Significance of Training and Development  
 
According to Goldstein (1986), “Training is the systematic process of acquisition of 
attitudes, concepts, knowledge, roles or skills that result in improved performance at 
work. The fundamental purpose of training is to help people develop skills and 
abilities which when applied at work will enhance their average job performance.” 



   JSSGIW Journal of Management, Issue –I, Vol.-I, Oct.-Mar., 2014 
 

 

97

Training is an educational process. People can learn new information, re-learn and 
reinforce existing knowledge and skills, and most importantly have time to think and 
consider what new options can help them improve their effectiveness at work. The 
goal of training is to create an impact that lasts beyond the end time of the training 
itself. The focus is on creating specific action steps and commitments that focus 
people’s attention on incorporating their new skills and ideas back at work. With 
reference to the manufacturing industries, broadly, two types of training are imparted 
to workmen and employees- Technical Training as well as Behavioral Training. 
 
Impact of Technical Training:- 
• Increased productivity per employee. 
• Decrease in breakdown hours. 
Impact of Behavioral Training:- 
• Increase in motivation level. 
• Decrease in no. of grievances. 
 
Thus training amounts to a wholesome part in the overall growth, and progress of the 
organization as the organization’s productivity is directly linked to the growth and 
productivity of its workforce. 
 
Literature Review 
 
"Training is the systematic modification of behavior through learning which occurs as 
a result of education, instruction, development and planned experience" (Armstrong 
1999). Armstrong states that the fundamental aim of training is to help organizations 
achieve their purpose by adding to their key resources i.e. the people they employee. 
Investing in training means that employees will be able to perform better and 
empower themselves to make use of their natural abilities. 
 
“A planned process to modify attitude, knowledge or skill behavior through learning 
experience to achieve effective performance in an activity or range of activities”. Its 
purpose, on the work situation, is to develop the abilities of the individual and to 
satisfy the current and future manpower needs of the organization". (UK Manpower 
services commission, 1981) 
 
Industrial psychology literature defines training from trainee and trainer 
perspectives. From a trainee’s perspective, training is the systematic acquisition of 
skills, rules, concepts, or attitude s that results in improved performance in another 
environment . . .’ and whose effectiveness stems from a learning atmosphere 
systematically designed to produce changes in the working environment (Goldstein 
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1986).’From a trainer’s perspective, including the organization providing the training, 
training is a planned effort by an organization to facilitate the learning of job-related 
behavior on the part of its employees .The term `behavior’ include s knowledge and 
skills acquired by the employee through practice (Wexley 1984) .’ Training as an 
activity was formally re cognized as early as the Industrial 
Revolution.(ARUNKUMAR PENNATHUR, 1999) 
 

 
 
1.Training Need Analysis - Training needs analysis process is a series of activities 
conducted to identify problems or other issues in the workplace, and to determine 
whether training is an appropriate response. 
 
The needs analysis is usually the first step taken to cause a change. This is mainly 
because a needs analysis specifically defines the gap between the current and the 
desired individual and organizational performances. 
TNA aims at the following situations. 
• Solving a current problem 
• Avoiding a past or current problem 
• Creating or taking advantage of a future opportunity 
• Providing learning, development or growth  
 
The purpose of TNA is to answer some familiar questions: why, who, how, what, and 
when? 
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The Training need Analysis is a five step process, which includes need analysis, 
program design, program development, program implementation and delivery, and 
program evaluation and validation. 

 
2. The Training Need Analysis Model 
 
2. Training, Development and Education  
 
No longer do the organizations talk of training in isolation. It is usually addressed 
along with development. While referring to the conjugation of the two processes, 
Dale Yoder has observed “The use of the terms training and development in today’s 
employment setting is far more appropriate than ‘training’ alone since human 
resources can exert their full potential only when the learning process goes far beyond 
simple routine”. Although the terms training and development are used together, they 
are often confused. Training means learning the basic skills and knowledge necessary 
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for a particular job or a group of jobs. In other words, training is the act of increasing 
the knowledge for doing a particular job. But development refers to the growth of an 
individual in all respects. An organization works for the development of its 
executives or potential executives in order to enable them to be more effective in 
performing the various functions of management. An executive development 
programme aims at increasing the capacities of the individuals to achieve the desired 
objectives. Executive capacities imply his personal abilities and potentials. 
 
Training: This activity is both focused upon, and evaluated against, the job that an 
individual currently holds.  
 
Development: This activity focuses upon the activities that the organization 
employing the individual, or that the individual is part of, may partake in the future, 
and is almost impossible to evaluate. 
 
Education: This activity focuses upon the jobs that an individual may potentially 
hold in the future, and is evaluated against those jobs. 
 
Training and Development in BHEL  
 
BHEL’s greatest strength is its highly skilled and committed workforce of 49,390 
employees. Every employee here is given an equal opportunity to develop 
himself/herself and grow in his/her career. Continuous training and retraining, career 
planning, a positive work culture and participative style of management - all these 
have engendered development of a committed and motivated workforce setting new 
benchmarks in terms of productivity, quality and responsiveness. 
 
1 .Training And Development Philosophy in BHEL 
 
BHEL recognizes that employees are the most important resource of any 
organization. In the modern world, the human factor alone can provide a competitive 
edge to any organization. As one author remarks – “Some of the best assets walk into 
and outside the organization everyday”. All HRD efforts are based on the 
fundamental concept that “Human-beings have infinite potential for growth and 
development that can be converted into performance by investment of time and effort 
by management at all levels”. In BHEL “Human Resource Management is identified 
as a key area providing the cutting edge to the organization in its endeavor towards 
competitive excellence. The HRD philosophy of the organization is based on 
“continuous efforts to enhance the knowledge develop skills and reorient attitude of 
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employees to keep pace with the changing environment”. An attempt is made to align 
HD programmes with the basic business strategy. 
2. Training Objectives of BHEL 
 
Objectives crystallize the fundamental principles enunciated in the mission and policy 
statement. To operationalize the policy mission and statement, the following are the 
objectives of BHEL of different training programmes- 
 
• To ensure that adequate time and efforts are invested at all levels of management 

towards people management. 
• To instill in all employees a feeling of pride and belong with an intention to 

increase organizational loyalty. 
• To design specific programmes with special focus on equipping the employees to 

meet the emerging challenges and opportunities. 
• To help employees improve their core competency that has direct impact on their 

performance and productivity. 
• To inculcate in the employee, the need for observing sound organization 

principles in order to ensure healthy organization practices 
 
3. HRDI (Human Resource Development Institute) - Guided by the HRD Mission 
statement “To promote and inculcate a value-based culture utilizing the fullest 
potential of Human Resources for achieving the BHEL Mission”, the HRDI through a 
step by step strategic long term training process and several short term need based 
programmes based on comprehensive organizational research, enables the human 
resources to unearth and hone their potential. In line with changing market 
requirements, the knowledge and skills of BHEL employees are continuously 
upgraded. In a major advancement, an integrated Human Resource Management 
system was implemented which aims at reaching out to the internal stakeholders on 
real time basis and redefining the role of HR functions as a strategic partner in 
business, through process standardization, optimization and seamless enterprise 
integration.  
 
4.Special Training Initiative taken up in BHEL include  
 
• According to the annual report (2011-2012) of BHEL, as a part of this process, 

competency mapping and assessment of behavioral competencies for select level 
has been completed in EDN, Bangalore & Jhansi and Power Sector Western 
region & Power Sector Eastern region during 2011-12.  
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The PCMM is the people capability maturity model used at BHEL, which acts as a 
roadmap for implementing the practices that continuously help in improving the 
overall capability of the employees, in stages which transform the organization 
culture. This transformation of the organization culture empowers it by equipping it 
with more powerful practices for attracting, developing, organizing, motivating and 
retaining its workforce. The main theme of this model is that improved organizational 
practices will not be successful unless organization’s behavior changes and supports 
them. This model consists of 5levels through which the organization and its practices 
are evolved. All the levels are interrelated and overlay an emphasis on the stages 
below. After studying various models BHEL has adopted PCMM for improvement in 
its employee’s capabilities and HR processes in 2006. 
 
Observations  
 
Through the analysis of the literature and the secondary data BHEL emerges out to be 
one of the best examples to understand how the training and development affect and 
result in better organizational performance. Also another important aspect that comes 
to notice is the interest that the management has and the importance that the 
management attaches to the training needs of the workforce. A fully functional HRDI 
is a good example of the initiatives taken by the management to bring out the best 
talent amongst the skill workforce. 
 
Many organizations these days outsource the training, which renders its 
implementation ineffective as trainers who are outsourced have a standardized 
training plan and module in place, which fails to cater to the individual customized 
needs of the skilled workforce in a manufacturing setup. But since the T & D is done 
in house, and all the research and development activities also are in house a better and 
personalized attention is paid to areas of concern. The PCM Model used for 
continuous development of the workforce is also a major contributor in adding to the 
effectiveness of the training and development. 
 
Conclusion  
 
From the above study the researcher is easily able to conclude that the need of the 
skilled workforce and its continuous up gradation and modification is one of the key 
factors resulting in the better organizational performance. The research also brings 
into light the importance of having a dedicated Training and development mechanism 
in place. With reference to BHEL, the study also elaborates the initiatives taken on 
the part of the management by setting up HRDI, to promote the overall well being 
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and above all the overall development of the employees. The proper mechanism for 
identifying training needs, its implementation and proper evaluation are all metrics 
for the success story of BHEL. 
 
Scope for Further Research  
 
This article is the initial study based on the secondary data available through various 
sources. This study can be further guided towards evaluating the effectiveness and the 
reach of the training programs at BHEL, and also further understanding of the issues 
and challenges faced by the trainers while implementing these training programs. 
Hence this research can be expanded further into larger dimensions providing a 
broader and detailed analysis of the training and development at BHEL.  
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Abstract 

 
The concern of nonperforming assets (NPA) has traumatized the entire Indian 
banking sector, the root grounds of the recent global financial catastrophe, has 
been drawing the attention of the policy makers and academicians as well. The 
main reason of high percentage of NPA is the target oriented approach, which 
deteriorates the qualitative aspect of lending. The problem of NPA’s which was 
overlooked till recently, has been given substantial consideration after 
liberalization of the financial sector in India. As this problem of nonperforming 
assets NPAs put detrimental impact on the profitability, capital adequacy ratio 
and credibility of banks so emphasis is being made to find and also to evaluate 
the asset quality of banks with the help of two variables i.e. Gross NPA's and 
Gross Advances. This paper examines asset quality of banks with the ratio of 
Gross NPAs to Gross Advances of ten selected public and private banks of India 
respectively, for three consecutive years from 2011 to 2013. 
 
Keywords: Nonperforming assets, public banks, private banks and asset quality. 

 
 
Introduction 
 
It has been contended by a number of economists that a well established financial 
system facilitates smooth flow of savings and investments and hence, facilitates 
economic growth. A healthy financial system can help to attain efficient allocation of 
resources across time and space by reducing inefficiencies arising out of market 
frictions and other socio-economic factors. Amongst the various desirable 
characteristics of a well-functioning financial system, the maintenance of a few non-
performing assets (NPA) is a critical one.  
 
NPA - An asset is classified as non-performing asset (NPA) if the borrower does not 
pay dues in the form of principal and interest for a period of 180 days. However with 



   JSSGIW Journal of Management, Issue –I, Vol.-I, Oct.-Mar., 2014 
 

 

107 

effect from March 2004, default status would be given to a borrower if dues are not 
paid for 90 days. If any advances or credit facility granted by bank to a borrower 
becomes non-performing, then the bank will have to treat all the advances/credit 
facilities granted to that borrower as non-performing without having any regard to the 
fact that there may still exist certain advances / credit facilities having performing 
status. 
 
Therefore NPAs beyond a certain level are indeed reason for concern for everyone 
involved because credit is essential for economic growth and NPAs affect the smooth 
flow of credit. The problem of non-performing asset (NPAs) in the Indian banking 
system is one of the foremost and the most formidable problems that have shaken the 
entire banking industry. NPA is a double-edged weapon. On the one side bank cannot 
recognize interest on NPAs accounts and on the other, it is a drain of the banks’ 
profitability due to high funding cost. Higher NPAs ratio shakes the confidence of 
investors, depositors, lenders etc. It also causes poor recycling of funds, which in turn 
will have deleterious effect on the deployment of credit.  
 
Banks raise resources not just on fresh deposits, but also by recycling the funds 
received from the borrowers. Thus, when a loan becomes non-performing, it affects 
recycling of credit and credit creation. Apart from this, NPAs affect profitability as 
well, since higher NPAs require higher provisioning, which means a large part of the 
profits needs to be kept aside as provision against bad loans. Therefore, the problem 
of NPAs is not the concern of the lenders alone but is, indeed, a concern for policy 
makers as well who are involved in putting economic growth on the fast track. In 
India due to the social banking motto, the problem of bad loans did not receive 
priority from policy makers initially after the adoption of international banking 
practices the issue of NPAs received due focus, after reforms in the financial sector 
were introduced on the recommendations of the Report of the Committee on the 
Financial System (Narasimham, 1991)and an appropriate accounting system was put 
in place. According to the Narasimham Committee Report (1991), those assets 
(advances, bills discounted, overdrafts, cash credit etc.) for which the interest remains 
due  for a period of four quarters(180 days) should be considered as NPAs. 
Subsequently, this period was reduced, and from March 1995 onwards the assets for 
which the interest has remained unpaid for 90 days were considered as NPAs. The 
non-recovery of loans effects not only further availability of credit but also financial 
soundness of the credit of organization. The other reasons are willful defaults, 
ineffective provision of loan accounts and lack of technical and managerial expertise 
on the part of borrowers.  
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Classification of Bank Assets - Reserve Bank of India (RBI) has issued guidelines 
on provisioning requirement with respect to bank advances and are mainly classified 
into:  
 
Standard Assets: Such an asset is not a non-performing asset. In other words, it 
carries not more than Normal risk attached to the business.  
Sub-standard Assets: It is classified as nonperforming asset for a period not 
exceeding 18 months.  
Doubtful Assets: Asset that has remained NPA for a period exceeding 18 months is a 
doubtful asset. 
Loss Assets: Here loss is identified by the banks concerned or by internal auditors or 
by external Auditors or by Reserve Bank India (RBI) inspection.  
 
In terms of RBI guidelines, as and when an asset becomes a NPA, such advances 
would be first classified as a sub-standard one for a period that should not exceed 18 
months and subsequently as doubtful assets. 
 
Causes and Consequences of NPAs in Banks – 
 
• One of the reasons for the accumulation of large portfolio of NPAs with banks is 

that the lending is not linked to productive investment and the recovery of credit 
is not linked to product scale. The borrowers are mainly farmers and small scale 
industries owner whose financial condition are generally weak.  

 
• Another reason for high NPAs is the faulty lending policy and making lending 

compulsory to priority sector by banks. Loans may turn bad due to faulty policies 
of lenders also. 

 
• It takes a number of years to recover the amount.  
 
There are many other causes which are also responsible for accumulation of NPAs. 
Many of these causes are related to faulty credit management like defective credit 
recovery mechanism, lack of professionalism in the work force, time lag between 
sanctions and disbursement of loan, unscientific repayment schedule, non-utilization 
of loans by user, untimely communication to the borrowers regarding their due date, 
lack of sponge legal mechanism and politics at local levels have also been 
contributing to mounting NPAs in India. 
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Solutions 
 
Recovery Mechanism of NPA the Government of India felt that the usual recovery 
measures like issue of notices or enforcement of securities and recovery of dues was a 
time consuming process. Thus, in order to speed up the recovery of NPAs, the 
government constituted  a committee under the chairmanship of late Shri Tiwari in 
1981.Thecommitteeexamined the ways and means of recovering NPAs and 
recommended, inter alia, the setting up of ‘Special Tribunals’ to expedite the recovery 
process. Later the Narasimham Committee (1991) endorsed this recommendation, 
and, suggested setting up of the Asset Reconstruction Fund(ARF). It was suggested 
that the Government of India, if necessary, should establish this fund by special 
legislation to take over the NPAs from banks and financial institutions at a discount 
and recover the dues owed by the primary borrowers. Based on the recommendations 
of the Tiwari and the Narasimhama Committees, Debt Recovery Tribunals were 
established in various parts of the country. An Asset Reconstruction Company was 
also established. The various measures taken to reduce NPAs include reschedule in 
restructuring of banks, corporate debt restructuring and recovery through Lok 
Adalats, Civil Courts, and Debt Recovery Tribunals and compromise settlement.  
 
Literature Review 
 
TOOR N.S. (1994) stated that recovery of nonperforming as-sets through the process 
of compromise by direct talks rather than by the lengthy and costly procedure of 
litigation. He suggested that by constant monitoring, it is possible to detect, the sticky 
accounts, the incipient sickness of the early stages itself and an attempt could be 
made to review the unit and put it back on the road to recovery. 
 
S.N. BIDANI (2002) Non-performing Assets are the smoking gun threatening the 
very stability of Indian banks. NPAs wreck a bank’s profitability both through a loss 
of interest income and write-off of the principal loan amount itself. This is definitive 
book which tackles the subject of managing bank NPAs in it’s entirely, starling right 
from the stage of their identification till the recovery of dues in such accounts. 
 
DEBARSH AND SUKANYA GOYAL (2012) emphasized on management of non-
performing assets in the perspective of the public sector banks in India under strict 
asset classic bank specific indicators in the context of stringent regulatory framework 
of the RBI. Non-performing Asset is an important parameter in the analysis of 
financial performance of a bank as it results in decreasing margin and higher 
provisioning requirements for doubtful debts. The reduction of non-performing asset 
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is necessary to improve profitability of banks and comply with the capital adequacy 
norms as per the Basel Accord. 
 
KAVITHA.N (2012), emphasized on the assessment of nonperforming assets on 
profitability its magnitude and impact. Credit of total advances was in the form of 
doubtful assets in the past and has an adverse impact on profitability of all Public 
Sector Banks affected at very large extent when non-performing assets work with 
other banking and also affect productivity and efficiency of the banking groups. The 
study observed that there is increase in advances over the period of the study. 
However, the decline in ratio of non-performing Assets indicates improvement in the 
assets quality of SBI groups, Nationalized Banks and Private Sector Banks. 
 
Objective of the study 
 
To study the asset quality of the ten public and private banks respectively using ratio 
of Gross Nonperforming assets to Gross Advances. 
 
Research Methodology 
 
Sources of Data: The data collected for the study is the secondary data. The required 
data for the study were collected and compiled from RBI website. 
 
Time Period of the study: The selected unit focuses on two variables i.e. Gross 
nonperforming assets and Gross Advances for a period of three years (from 2011 to 
2013). 
 
Selection of the sample: The sample was drawn from the database available on RBI 
website. The data includes public and private sector banks. 
 
Statistical Tools: For the purpose of statistical analysis statistical tools like ANOVA 
and T-Test are used. 
 
List of Selected Public and Private Banks 
The present study includes the sample of selected public and private banks given 
below in the Table 1. 
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Table 1- List of Selected Banks 
 
S.No Public Sector Banks S.No Private Sector Banks 
1 Allahabad Bank 1 Axis Bank Ltd. 
2 Andhra Bank 2 Development Credit Bank Ltd. 
3 Bank of Baroda 3 Dhanlaxmi Bank Ltd. 
4 Bank of India 4 Federal Bank Ltd. 
5 Canara Bank 5 HDFC Bank Ltd. 
6 Central Bank 6 ICICI Bank Ltd. 
7 Oriental Bank of Commerce 7 IndusInd Bank Ltd. 
8 Punjab National Bank 8 ING Vysya Bank Ltd. 
9 UCO Bank 9 Kotak Mahindra Bank Ltd. 
10 State Bank of India 10 Yes Bank 

 
Limitations of the study 
• This study is confined only to public and private banks and hence foreign banks 

and other banks are not included. 
• Only selected banks are taken into consideration for the study. 
• The analysis is for the duration of three years.  
 
 
Testing of Hypothesis 
Hypothesis 
 
H1- There is no significant difference in the ratio of Gross nonperforming assets to 

Gross advances of ten Public and private Sector Banks for the year 2013.  
H2- There is no significant difference in the ratio of Gross nonperforming assets to 

Gross advances of ten Public and private Sector Banks for the year 2012.  
H3- There is no significant difference in the ratio of Gross nonperforming assets to 

Gross advances of ten Public and private Sector Banks for the year 2011.  
H4- There is no significant difference in the mean scores of ratios of Gross NPA to 

Gross Advances of Public and private Banks for the three consecutive years i.e. 
from 2011-2013. 

 
Hypothesis 1 
 
H01 - There is no significant difference in the ratio of Gross nonperforming assets to 
Gross advances of ten public and private sector banks for the year 2013.   
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Ha1 - There a significant difference in the ratio of Gross nonperforming assets to 
Gross advances of ten public and private sector banks for the year 2013. 
 

Table 2 Year 2013 
 

Public 
Sector 
Banks 

Gross 
NPA 

Gross 
Advances 

Gross 
NPA/ 
Gross 

Advances 

Private 
Sector Banks 

Gross 
NPA 

Gross 
Advances 

Gross 
NPA/ 
Gross 

Advances 
Allahabad 
Bank 

51370 1309363 3.92 Axis Bank 
Ltd. 

23714 1989007 1.19 

Andhra 
Bank 

37145 1001378 3.71 Development 
Credit Bank 
Ltd. 

2150 67530 3.18 

Bank of 
Baroda 

79826 3328113 2.4 Dhanlaxmi 
Bank Ltd. 

3803 78963 4.82 

Bank of 
India 

87653 2929679 2.99 Federal Bank 
Ltd. 

15540 451946 3.44 

Canara Bank 62602 2439358 2.57 HDFC Bank 
Ltd. 

20481 2413061 0.85 

Central Bank 84562 1762337 4.8 ICICI Bank 
Ltd. 

96078 2984164 3.22 

Oriental 
Bank of 
Commerce 

41840 1301862 3.21 IndusInd Bank 
Ltd. 

4578 446416 1.03 

Punjab 
National 
Bank 

134658 3152440 4.27 ING Vysya 
Bank Ltd. 

1214 318916 0.38 

UCO Bank 71301 1315691 5.42 Kotak 
Mahindra 
Bank Ltd. 

7581 489186 1.55 

State Bank 
of India 

511894 10785571 4.75 Yes Bank  943 470869 0.2 

 
(Source – RBI website) 
 
 
Table 2 exhibits the values of Gross nonperforming assets, Gross advances and the 
ratio of Gross nonperforming assets to Gross advances of ten public and private 
sector banks for the year 2013.   
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Table 2.1 Gross NPA/Gross Advances 

Public Sector Banks Gross 
NPA/ 
Gross 

Advances 

Private Sector Banks Gross NPA/ Gross 
Advances 

Allahabad Bank 3.92 Axis Bank Ltd. 1.19 
Andhra Bank 3.71 Development Credit Bank Ltd. 3.18 

Bank of Baroda 2.4 Dhanlaxmi Bank Ltd. 4.82 
Bank of India 2.99 Federal Bank Ltd. 3.44 
Canara Bank 2.57 HDFC Bank Ltd. 0.85 
Central Bank 4.8 ICICI Bank Ltd. 3.22 
Oriental Bank of Commerce 3.21 IndusInd Bank Ltd. 1.03 
Punjab National Bank 4.27 ING Vysya Bank Ltd. 0.38 
UCO Bank 5.42 Kotak Mahindra Bank Ltd. 1.55 
State Bank of India 4.75 Yes Bank  0.2 
Total Scores 38.04 Total Scores 19.86 
Mean Scores 3.804 Mean Scores 1.986 

 
Table 2.1 exhibits the ratio of Gross nonperforming assets to Gross advances of ten 
public and private sector banks for the year 2013, and hence further analysis is done 
by the use of “F” test as a statistical tool. 
 

Table 2.2: ANOVA 
 

ANOVA: Single Factor 
SUMMARY 
Groups Count Sum Average Variance   
Public Sector 
Banks 

10 38.04 3.804 1.02747111   

Private 
Sector Banks 

10 19.86 1.986 2.43236   

ANOVA       
Source of 
Variation 

SS df MS F P-value F crit 

Between 
Groups 

16.52562 1 16.52562 9.55284779 0.0063053 4.4138734 

Within 
Groups 

31.13848 18 1.729915556    

       
Total 47.6641 19         
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Analysis and Interpretation 
 
Table 2.1 depicts the ratios of Gross NPA’s to Gross advances in the year 2013. The 
higher leads to lesser confidence among the depositors, customers and lenders. 
Among the ten banks of public sector UCO bank has a highest ratio  i.e. 5.42 and 
Bank of Baroda has a lowest ratio of 2.4.Among the ten banks of public sector 
Dhanlakshmi bank has a highest ratio i.e. 4.82 and Yes Bank has a lowest ratio of 0.2.   
 
The Table 2.2 exhibits the F test (ANOVA) analysis of the single factor i.e. Gross 
NPA to Gross advances is calculated for the Public and Private Sector Banks. In the 
above table the sum of squares between the groups i.e. public Sector and private 
sector is 16.52562 and the mean squares within the groups i.e. public Sector and 
private sector is16.5256. The degree of freedom in numerator is 1 and the degree of 
freedom in denominator is 18. The Calculated “F” value = 9.55284779and at 1 % 
level of significance the Table value “F” value = 8.28. Since the calculated value is 
more than the tabulated value, hence we reject the null hypothesis. And we accept the 
alternate hypothesis which states that there is a significant difference in the ratio of 
Gross nonperforming assets to Gross  advances of ten public and private sector banks 
for the year 2013 by taking assets quality of banks as a covariate. 
 
Hypothesis 2 
 
H01 - There is no significant difference in the ratio of Gross nonperforming assets to 
Gross advances of ten public and private sector banks for the year 2012 by taking 
asset quality as a covariate.   
Ha1 - There a significant difference in the ratio of Gross nonperforming assets to 
Gross advances of ten public and private sector banks for the year 2012 by taking 
asset quality as a covariate.   
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Table 3 (Year 2012) 
 

Public 
Sector 
Banks 

Gross 
NPA 

Gross 
Advances 

Gross 
NPA/ 
Gross 

Advances 

Private 
Sector Banks 

Gross 
NPA 

Gross 
Advances 

Gross 
NPA/ 
Gross 

Advances 
Allahabad 
Bank 

20564 1075272 1.91 Axis Bank 
Ltd.

17202 1459049 1.18 

Andhra 
Bank 

17980 846840 2.12 Development 
Credit Bank 
Ltd.

2418 54967 4.4 

Bank of 
Baroda 

38818 2054536 1.89 Dhanlaxmi 
Bank Ltd.

1043 88041 1.18 

Bank of 
India 

51697 1779502 2.91 Federal 
Bank Ltd.

13008 388113 3.35 

Canara 
Bank 

38901 2224944 1.75 HDFC Bank 
Ltd.

18149 1909689 0.95 

Central 
Bank 

72735 1506499 4.83 ICICI Bank 
Ltd.

92926 1923338 4.83 

Oriental 
Bank of 
Commerce 

35805 1130498 3.17 IndusInd 
Bank Ltd. 

3471 353164 0.98 

Punjab 
National 
Bank 

86899 2761077 3.15 ING Vysya 
Bank Ltd. 

1495 288335 0.52 

UCO Bank 40197 1078399 3.73 Kotak 
Mahindra 
Bank Ltd.

6142 394519 1.56 

State Bank 
of India 

371560 7578886 4.9 Yes Bank  839 380550 0.22 

(Source – RBI website) 
 
Table 3 exhibits the values of Gross nonperforming assets, Gross advances and the 
ratio of Gross nonperforming assets to Gross advances of ten public and private 
sector banks for the year 2012.   
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Table 3.1: Gross NPA/Gross Advances 
 

2012 Public Sector Banks Gross 
NPA/ 
Gross 
Advances 

Private Sector Banks Gross 
NPA/ 
Gross 
Advances 

 Allahbad Bank 1.91 Axis Bank Ltd. 1.18 

  Andhra Bank 2.12 Development Credit Bank Ltd. 4.4 

  Bank of Baroda 1.89 Dhanlaxmi Bank Ltd. 1.18 

  Bank of India 2.91 Federal Bank Ltd. 3.35 

  Canara Bank 1.75 HDFC Bank Ltd. 0.95 

  Central Bank 4.83 ICICI Bank Ltd. 4.83 

  Oriental Bank of Commerce 3.17 IndusInd Bank Ltd. 0.98 

  Punjab National Bank 3.15 ING Vysya Bank Ltd. 0.52 

  UCO Bank 3.73 Kotak Mahindra Bank Ltd. 1.56 

  State Bank of India 4.9 Yes Bank  0.22 

 
 

 Total Scores 30.36  Total Scores 19.17 

 Mean Scores 3.036 Mean Scores 1.917 

 
Table 3.1 exhibits the ratio of Gross nonperforming assets to Gross advances of ten 
public and private sector banks for the year 2012, and hence further analysis is done 
by the use of “F” test as a statistical tool. 
 

Table 3.2: ANOVA 
 

ANOVA: Single Factor 
SUMMARY 
Groups Count Sum Average Variance   
Public Sector 
Banks 10 

30.3
6 3.036 1.36616 

  

Private Sector 
Banks 10 

19.1
7 1.917 2.729178889 

  

ANOVA       
Source of 
Variation SS df MS F P-value F crit 
Between Groups 6.260805 1 6.260805 3.057527189 0.097397323 4.413873405 
Within Groups 36.85805 18 2.047669444    
       
Total 43.118855 19         
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Analysis and Interpretation 
 
Table 3.1 depicts the ratios of Gross NPA’s to Gross advances in the year 2012. The 
higher ratio leads to lesser confidence among the depositors, customers and lenders. 
Among the ten banks of public sector SBI has a highest ratio i.e. 4.9 and Canara Bank 
has a lowest ratio of 1.75. Among the ten banks of private sector ICICI bank has a 
highest ratio i.e. 4.83 and Yes Bank has a lowest ratio of 0.22.   
 
The Table exhibits the F test (ANOVA) analysis of the single factor i.e. Gross NPA 
to Gross advances for 2012 is calculated for the Public and Private Sector Banks. In 
the above table the sum of squares between the groups i.e. public Sector and private 
sector is 6.260805 and the mean squares within the groups i.e. public Sector and 
private sector is 6.260805. The sum of squares within the groups i.e. public Sector 
and private sector is 36.85805 and  the mean squares within the groups i.e. public 
Sector and private sector is 2.047669444. The degree of freedom in numerator is 1 
and the degree of freedom in denominator is 18. The Calculated “F” value = 
3.057527189 and at 1 % level of significance the Table value “F” value = 8.28. Since 
the calculated value is less than the tabulated value, hence we accept the null 
hypothesis. And we accept the null hypothesis which states that there is no significant 
difference in the ratio of Gross nonperforming assets to Gross  advances of ten public 
and private sector banks for the year 2012 by taking assets quality of banks as a 
covariate. 
 
Hypothesis 3 
 
H01 - There is no significant difference in the ratio of Gross nonperforming assets to 
Gross advances of ten public and private sector banks for the year 2011.   
Ha1 - There is a significant difference in the ratio of Gross nonperforming assets to 
Gross advances of ten public and private sector banks for the year 2011. 
 

Table 4 (Year 2011) 
 

Public 
Sector 
Banks 

Gross 
NPA 

Gross 
Advances 

Gross 
NPA/ 
Gross 

Advances 

Private 
Sector 
Banks 

Gross 
NPA 

Gross 
Advances 

Gross 
NPA/ 
Gross 

Advances 
Allahabad 
Bank 

164698 9158545 1.8 Axis Bank 
Ltd. 

158699 12411981 1.28 

Andhra 
Bank 

99564 7215445 1.38 Development 
Credit Bank 
Ltd. 

26357 449467 5.86 
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Bank of 
Baroda 

278623 17180148 1.62 Dhanlaxmi 
Bank Ltd. 

6709 910425 0.74 

Bank of 
India 

435660 16514716 2.64 Federal Bank 
Ltd. 

114833 3289557 3.49 

Canara 
Bank 

298178 20272402 1.47 HDFC Bank 
Ltd. 

166032 15670526 1.06 

Central 
Bank 

239453 13139002 1.82 ICICI Bank 
Ltd. 

981596 16918176 5.8 

Oriental 
Bank of 
Commerce 

192054 9683891 1.98 IndusInd 
Bank Ltd. 

26586 2635869 1.01 

Punjab 
National 
Bank 

437939 24399878 1.79 ING Vysya 
Bank Ltd. 

15156 2366192 0.64 

UCO Bank 309017 9324624 3.31 Kotak 
Mahindra 
Bank Ltd. 

60349 2971873 2.03 

State Bank 
of India 

2307352 66244406 3.5 Yes Bank  8053 3443501 0.23 

(Source – RBI website) 
Table 4 exhibits the values of Gross nonperforming assets, Gross advances and the 
ratio of Gross nonperforming assets to Gross advances of ten public and private 
sector banks for the year 2011 by taking asset quality as a covariate.  
 

Table 4.1: Gross NPA/Gross Advances 
 

Public Sector Banks Gross  NPA/ 
Gross 

Advances 

Private Sector Banks Gross NPA/ 
Gross Advances 

Allahabad Bank 1.8 Axis Bank Ltd. 1.28 

Andhra Bank 1.38 Development Credit Bank Ltd. 5.86 

Bank of Baroda 1.62 Dhanlaxmi Bank Ltd. 0.74 

Bank of India 2.64 Federal Bank Ltd. 3.49 

Canara Bank 1.47 HDFC Bank Ltd. 1.06 

Central Bank 1.82 ICICI Bank Ltd. 5.8 

Oriental Bank of 
Commerce 

1.98 IndusInd Bank Ltd. 1.01 

Punjab National Bank 1.79 ING Vysya Bank Ltd. 0.64 

UCO Bank 3.31 Kotak Mahindra Bank Ltd. 2.03 

State Bank of India 3.5 Yes Bank  0.23 

Total Scores 21.31 Total Scores 22.14 

Mean Scores 2.131 Mean Scores 2.214 
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Table 4.1 exhibits the ratio of Gross nonperforming assets to Gross advances of ten 
public and private sector banks for the year 2011, and hence further analysis is done 
by the use of “F” test as a statistical tool. 
 

Table 4.2: ANOVA 
 
ANOVA: Single Factor 
SUMMARY 
Groups Count Sum Average Variance   
Public 
Sector 
Banks 10 21.31 2.131 0.570077 

  

Private 
Sector 
Banks 10 22.14 2.214 4.450538 

  

ANOVA       
Source of 
Variation SS df MS F P-value F crit 
Between 
Groups 0.034445 1 0.034445 0.013721 0.908047 4.413873 
Within 
Groups 45.18553 18 2.510307    
       
Total 45.219975 19         

 
Analysis and Interpretation 
 
Table 4.1 depicts the ratios of Gross NPA’s to Gross advances in the year 2011. The 
higher ratio leads to lesser confidence among the depositors, customers and lenders. 
Among the ten banks of public sector SBI has a highest ratio i.e. 3.5 and Andhra 
Bank has a lowest ratio of 1.38. Among the ten banks of private sector Development 
Credit Bank has a highest ratio i.e. 5.86 and ING Vsysaya Bank has a lowest ratio of 
0.64.   
 
The Table 4.2 exhibits the F test (ANOVA) analysis of the single factor i.e. Gross 
NPA to Gross advances for 2011 is calculated for the Public and Private Sector 
Banks. In the above table the sum of squares between the groups i.e. public Sector 
and private sector is 0.034445and the mean squares within the groups i.e. public 
Sector and private sector is 0.034445. The sum of squares within the groups i.e. 
public Sector and private sector is 45.18553 and  the mean squares within the groups 
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i.e. public Sector and private sector is 2.510307. The degree of freedom in numerator 
is 1 and the degree of freedom in denominator is 18. The calculated “F” value  = 
0.013721and at 1 % level of Significance  the Table value “F” value = 8.28. Since the 
calculated value is less than the tabulated value, hence we accept the null hypothesis. 
And we accept the null hypothesis which states that there is no significant difference 
in the ratio of Gross nonperforming assets to Gross  advances of ten public and 
private sector banks for the year 2011 by taking assets quality of banks as a covariate. 
 
Hypothesis 4 
 
H01 - There is no significant difference in the mean scores of ratios of Gross NPA to 
Gross Advances of public and private banks for the three consecutive years i.e. from 
2011-2013. 
Ha1 - There is a significant difference in the mean scores of ratios of Gross NPA to 
Gross Advances of public and private banks for the three consecutive years i.e. from 
2011-2013. 
 
Table 5 (Hypothesis – T – Test) 
 
Averages of Ratios of Gross 
NPA/ Gross Advances 

Public Sector Banks Private Sector Banks 

2013 3.804 1.986 
2012 3.036 1.917 
2011 2.131 2.214 

 
T-test Table 5.1 
t-Test: Paired Two Sample 
for Means   

  Variable 1 Variable 2 
Mean 2.990333333 7.79 
Variance 0.701296333 97.1413 
Observations 3 3 
Pearson Correlation 0.035669003  
Hypothesized Mean 
Difference 0  
Df 2  
t Stat -0.842982288  
P(T<=t) one-tail 0.243991607  
t Critical one-tail 2.91998558  
P(T<=t) two-tail 0.487983214  
t Critical two-tail 4.30265273   
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Analysis and Interpretation 
 
The Table exhibits the T test analysis: Paired Two Sample for Means of the single 
factor i.e. Ten Public and Private and the single factor taken into context is the ratio 
of Gross NPA to Gross advances for three consecutive years i.e. 2011 to 2013, and 
further their mean is calculated for ten banks respectively. 
 
The above table 5 consists of the mean score of ratios of Gross NPA’s to Gross 
Advances of Public and Private Sector Banks or three years. The mean ratios of Gross 
NPA to Gross advances for Public Sector banks for the year 2013,2012 and 2011 are 
3.804,3.036 and 2.131 respectively and the mean ratios of Gross NPA to Gross 
advances for Public Sector banks for the year 2013,2012 and 2011 are 1.986,1.917and 
2.214 respectively. 
 
 In the table 5.1the calculated value is -0.842982288 and the table value at 1 % level 
of significance and the degree of freedom being 2, “T” value = 69.925 .Since the 
calculated value is less than the tabulated value, hence we accept the null hypothesis. 
And we accept the null hypothesis which states that there is no significant difference 
in the mean scores of ratios of Gross NPA to Gross Advances of public and private 
banks for the three consecutive years i.e. from 2011-2013. 
 
Findings  
 
• The above analysis and interpretation depicts that both the public and private 

sector have higher as well as lower ratios of Gross NPA’s to Gross advances 
which ranges from 0.2 to 5.86 in three years i.e. 2013, 2012 and 2011. 

• In last three years, in public sector banks SBI has a higher ratio of Gross NPA’s 
to Gross advances for two years i.e.2012 and 2011. In private sector banks YES 
Bank has a lower ratio of Gross NPA’s to gross advances for two years i.e.2013 
and 2013. 

• There is a significant difference in the ratio of Gross nonperforming assets to 
Gross  advances of ten public and private sector banks for the year 2013 by taking 
assets quality of banks as a covariate. 

• There is no significant difference in the ratio of Gross nonperforming assets to 
Gross  advances of ten public and private sector banks for the year 2012 by taking 
assets quality of banks as a covariate. 

• There is no significant difference in the ratio of Gross nonperforming assets to 
Gross  advances of ten public and private sector banks for the year 2011 by taking 
assets quality of banks as a covariate. 
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• There is no significant difference in the mean scores of ratios of Gross NPA to 
Gross Advances of public and private banks for the three consecutive years i.e. 
from 2011-2013. 

 
Conclusion 
 
• Higher NPAs ratio shakes the confidence of investors, depositors, lenders etc. and 

leads to poor recycling of funds and creates effect on the deployment of credit. 
Thus, when a loan becomes non-performing, it affects recycling of credit and 
credit creation. 

• The non-recovery of loans effects not only further availability of credit but also 
harm financial soundness of the credit of organization.  

• Credit appraisal policies followed by the banks are old and ineffective. 
• NPAs affect profitability as well, since higher NPAs require higher provisioning, 

which means a large part of the profits needs to be kept aside as provision against 
bad loans. 

• It takes a number of years to recover the amount. It is evident from this research 
paper that the problem of NPAs exists in India. 

 
Suggestions 
 
• Effective provision of loan accounts and technical and managerial expertise on 

the part of borrowers should be practiced.  
• There should be effective credit management, credit recovery mechanism and 

faulty lending policies should be avoided. 
• Lack of professionalism in the work force, time lag between sanctions and 

disbursement of loan, unscientific repayment schedule, non-utilization of loans by 
user, untimely communication to the borrowers regarding their due date should 
be avoided. 

• The role of joint liability groups (JLGs) or self help groups (SHGs) can be 
formed which will enable in enhancing the loan recovery. 

• Banks need to have effective credit monitoring policy for follow up. 
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