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Editorial

W

e are happy to present before you the fourth issue of the Oakbrook
Business Review; this marks two years of existence of OBR. We
have endeavored to make it more vibrant and more
representative of the academic community.
These two years have ushered in signicant changes in the Indian economy.
Initiatives of ination control have yielded results as can be ascertained by
the two rate-cuts that RBI administered in the last six months. Enactment of
the Goods and Services Tax marks a major milestone in the rationalizing and
simplifying the governance system of the country. Forex reserves have
continued to build up and the monsoon has been benevolent this year. Stock
market indexes are also showing positive signals. The economy seems to be
coming out of the recession that the country had fallen into a decade back.
An area that needs to be reformed and energized is the arena of Higher
Education. The Higher Education scenario in India needs to be made open
for innovations and experimentation. The traditional approach of 'one-sizets-all' and of excessive regulation should be made to give way to an open
system where innovation, enterprise, out-of-the-box thinking etc are
nurtured. The entire academic community and the youth of India are eagerly
awaiting the change in the direction of the wind. This wait is reminiscent of
the famous lines of Bob Dylan, “ The answer, my friend, is blowing in the
wind.”

Bala Bhaskaran
Consulting Editor
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Papers
Indian Economy In The Global Context
Robin Infant Raj & Rasananda Panda
Abstract
The paper on “Indian Economy in the Global Context” deals with the explanation of India's economic performance in the current
global context. The first segment of the paper explores the historical context of Indian economy from the year starting 1951 to
1991. The next segment focuses on the economic reforms of 1991 and the impacts thereafter to the economy. The third
segment compares the Indian economy with Scandinavian, BRICS, and the World economies. The fourth segment explores the
current trends in the Indian economy. The final segment provides a future outlook of the Indian economy and the way forward
replete with suggestions.
Keywords: Indian economy; Macroeconomic status; Economic reforms; Scandinavian economies; BRICS; Global economy.

INTRODUCTION
The global economy, at the moment, is going
through a phase of slow growth due to
unsustainable debts of governments, banks, rms,
and households. There has been a decline in the
global growth productivity due to such
indebtedness existing in the economies. Decline in
international trade also can be attributed to the
slowdown in the global economy. For instance,
non-traded services contributing a larger share in
the GDP of an economy will allow GDP to grow at
a higher rate than trade. Since, trade is an
important component in an economy to boost
competitiveness and hence growth, decline in
trade leads to decline in productivity. Global
economy after 2008 nancial crisis has seen both
ups and downs in the market. For instance, though
United States has seen recovery in terms of hiring
along with easy monetary policies, the growth has
not yet become reality and shows a downward

Robin Infant Raj
Research Associate, MICA,
Ahmedabad

Rasananda Panda
Professor of Economics, MICA,
Ahmedabad

trend. Apart from the global nancial crisis of
2008, it is the internal disturbances and the
conicts such as refugee crisis of the European
Union (EU) that has delayed their growth among
the nations. Reasons for the developing world to
slow down after 2011 are attributed to factors such
as high commodity prices, appreciated currencies,
and country-specic issues of macroeconomic
stabilities.
In the past four years, things have got worse in
some countries: Brazil is in serious economic and
political crisis, Russia is in recession, and several
others are barely in the black. On the other hand,
Indian economy despite global slowdown is
prevalent, has a stable economy with 7 per cent
growth of GDP, moderate ination at around 5 per
cent, and a low current account decit of 3.5 per
cent, unlike other emerging market economies. In
terms of nominal exchange rates, Indian rupee is
relatively at since early 2015 and it is a good
signal for the economy. With FDI (foreign direct
investment) reaching $38.7 billion for the tenmonth period (Apr, 2015 – Jan, 2016), and with the
success of 'Make in India' campaign, India is
progressing as one of the successful economies of
the world.

HISTORICAL BACKGROUND INDIAN ECONOMY
As seen in the (Figure 1), the growth rate of Gross
Value Added (GVA) at factor cost at constant
prices for 2004-05 has undergone a uctuating
path over the forty year period. Notably, in the
year 1957-58 there has been a decline in the trend
from positive to negative at the rate of -1.2 per cent.
The next year has shown an unexpected rise in the
rate at 7.6 per cent. Again in the year 1965-66, the
rate has declined to -3.7 per cent from 7.6 per cent
the previous year. Another instance where there is
negative growth rate is in the year 1979-80 at -5.2
per cent from the previous year rate of 5.5 per cent.
The red line in the (Figure 1) shows an overall
increasing trend of gross xed capital formation
(GFCF) as percentage of GDP (GVA at factor cost)
over the forty year period. The range of GFCF as
percentage of GDP over the years is at 15.6 per cent
with the minimum registering at 8.2 per cent and
maximum at 23.8 per cent.
Figure 1: GVA at factor cost (growth rate %),
and GFCF (as % of GDP)

Figure 2: Foreign Exchange Reserves and
Trade Balance
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Source: (Economic Survey 2014-15)

POST - 1991 REFORMS
In the rst three decades after Independence,
India's economic growth averaged 3.7 per cent per
annum. This was pushed up to 5.5 per cent in the
1980s through an unsustainable combination of
scal expansion and rising trade decits, funded
by short-term credits that led up to the 1991 crisis.
In the post-reform period, the average was much
higher at 6.9 per cent. It took 40 years, for per
capita income, adjusted for ination, to double
(2.2 times) by 1990-91. Investment drives growth.
The investment rate crossed 30 per cent of GDP in
the mid-2000s, peaking at 39 per cent.
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Source: (Economic Survey 2014-15)

The (Figure 2) represents India's foreign exchange
reserves and the trade balance in US$ million for
the forty year period. As seen from the (Figure 2),
the foreign exchange reserves started with a bang
in the year 1951-52 registering US$ 2161 million
and thereafter showed a declining path for the
next fteen year period reaching a low of US$ 524
million in the year 1965-66. The forex reserve
reached its maximum in the year 1980-81 with US$
7361 million and generally showed a uctuating
trend. Unlike the forex reserve, the trade balance
of the Indian economy during the forty year
period is in the negative side ranging between a
decit of US$ 7383 million and a surplus of US$
135 million.
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The trade balance is nothing but the measure of
difference between the amount of exports and the
amount of imports in an economy. If the trade
balance of an economy is surplus or decit, then it
represents the productive capability of an
economy respectively. For the twenty year period,
Indian economy showed a trade balance decit for
the reason that the share of manufacturing sector
to the country's GDP is considerably less hovering
around 15 per cent. For the year 1992-93, trade
balance decit was at US$ 3345 million to start
with, and during the twenty periods from 1992-93
to 2011-12, the economy's trade balance had not
seen a surplus trend. Notably, in the year 2000-01,
India's trade balance decit was at US$ 5899
million, which was a good sign of the economy if
compared to its previous year balance decit of
US$ 13023 million. Trade balance decit since
2001-02 has been rising with the highest decit
registering at US$ 183356 million for the year 201112. Hence, it is essential to boost the industrial
activity in order to increase the output of exports,
which in turn, would reduce the trade balance

Oakbrook Business Review

decit in the future (Figure 3).
Figure 3: Trade Balance of Indian Economy
Trade Balance (US$ million)
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Source: (Economy Survey 2014-15)

A nation's development potential can be estimated
using the investment ratio, which is the ratio
between gross xed capital formation (GFCF) and
the GDP, in this scenario GVA. The investment
ratio for the whole world is in the range of 20-22
per cent. None of the economies in the world has
obtained 'miracle' growth rates in their per capita
income, which is over 6 per cent when the
investment ratios of such economies were less
than 25 per cent. For instance, China's investment
ratio was at 45 per cent during the last few years.
The investment ratio of Japan during the late 1960s
and early 1970s was above 35 per cent (Chang,
2014). Hence, it is essential to understand the
investment ratio of the Indian economy.
Although, the investment ratio uctuates between
23 per cent and 35 per cent for the twenty year
period, from the year 2004-05 it has crossed 31 per
cent, the highest being 35.8 per cent during 2007-08
(Figure 4).
Figure 4: Investment Ra o
40.0
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30.0
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20.0
15.0
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0.0

Investment ra o

Source: (Economic Survey 2014-15)

Per capita income growth rate at 6 per cent in an
economy is considered as a 'miracle' economy as in
the case of China and other East Asian countries
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during their peak economic progression. The
growth rate of per capita income during 1992-93
was at 3.6 per cent and the Indian economy has
seen variations in the per capita income until 201112 (as per the data available). During these two
decades, the growth rate of per capita income has
uctuated between 1.4 per cent (lowest) and 8.6
per cent (highest) (Figure 5). Even though, the
investment ratio in the country is meeting the
requirements of becoming a 'miracle' economy
like the neighboring economies, it is essential to
maintain constant growth rate in terms of per
capita income rather than volatile and uncertain
growth rates.
Figure 5: Per capita income growth rate at
market prices (@ constant 2004-05 prices)
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Source: (Economic Survey 2014-15)

INDIA AND SCANDINAVIAN
ECONOMICS
From the (Figures 6 & 7), for the time period
considered, India's agriculture share of GDP
exceeds by a huge margin in comparison with the
Scandinavian countries. For instance, India's share
is well above 20% on an average. Though Iceland
share ranges between 5% and 10% maximum,
other countries have a share of less than 2% to GDP
on an average. In household nal consumption
expenditure growth rate, India in comparison
with Scandinavian countries has shown an
increase in the rates over the time period. For
instance, in 2014, India's rate was at 10.09%
whereas the Scandinavian nations hover around
on an average 1.8% rate. In GDP growth rate as
well, India stays in the positive rate whereas the
Scandinavian countries stays mostly in the
negative rates. Except the year 2000, India's GDP
growth rate has never fell below than the
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Scandinavian countries. For instance, in 2014, the
Scandinavian GDP growth rates were hovering
around 1%-2%, India's growth rate stands rm at
7.3%. It is the same with GDP per capita growth as
well, like GDP growth rate that India exceeds all
the Scandinavian countries. For instance, in 2014,
India registers a GDP per capita growth at nearly
6% whereas Sweden's growth rate was at 1.32%
the second highest among all nations in the
category including India.
Figure 6: India vs
Scandinavian Economics
Agriculture, value added as % of GDP
Growth Rate (%)
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INDIA AND BRICS ECONOMICS
From the (Figures 8 & 9), In comparison to other
countries in BRICS, India's agriculture value
addition to GDP is exceedingly high ranging
between 17% and 27%. China's agricultural share
to GDP was high at around 20%. In the year 2014,
India's household nal consumption expenditure
is registered at 10.09%, the second highest among
the BRICS. All the countries in this category have
shown a highly uctuating trend. Among the
BRICS nations in 2014, India exceeds China by a
margin of 0.02% in GDP growth, registering 7.29%
and 7.27% respectively. When compared with the
other nations, India has a constant growth rate
hovering around an average of 7% GDP growth.
From the year 2009, India stands in the second
position after China, with GDP per capita ranging
from 4%-8%. In 2014, India is close to China with
5.98% and 6.73% gdp per capita growth
respectively.
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Figure 8: India vs BRICS
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Figure 7: India vs Scandinavian Economics
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Figure 9: India vs BRICS
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INDIA AND WORLD ECONOMICS
From the (Figures 10 & 11), it is seen that, in
agriculture share to GDP, the growth rate of India
has performed well than rest of the World, falling
below South Asia with a margin of 1%. Except
South Asia, rest of the World's agriculture share to
GDP has not even par with India's growth rate. As
in the case of GDP per capita growth, India
exceeds South Asia in household nal
consumption expenditure growth with 10.09%
and 9.08% respectively. Other than India, and
South Asia, rest of the world including United
Kingdom, European Union, and United States has
a relatively low household nal consumption
expenditure growth with 2.64%, 1.23%, and 2.31%
respectively. In 2014, GDP growth rate of India
was the highest among the World with 7.29%,
followed by South Asia at 6.89%. When rest of the
world has GDP growth rate below 5% over the
time period, India has shown a progress with
growth rates higher than 5% at a constant pace. In
2014, India's GDP per capita growth rate was just
above South Asia's rate of 5.46%. Other than India,
and South Asia, the GDP per capita growth rate
has stayed below 5% over the time period.
Figure 10: India vs World Economics
Agriculture, value added as % of GDP
30.00

Growth Rate (%)

25.00
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20.00
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Figure 11: India vs World Economics

Source: World Development Indicators

INDIA’S CURRENT ECONOMY
Since 2000, the developing world has been gaining
market share of global output and incomes, up
from 21 per cent to 39 per cent in 2015 and the
developed world have yielded the share. In the
developing world, Asia has gained most, and in
Asia it has been China whose economy has gone
from being a $1.2 trillion economy in 2000 with a
3.6 per cent global share to an $11 trillion economy
with a 15 per cent share of the world economy.
India also gained, but by less: from $0.5 trillion in
2000 to $2.1 trillion in 2015. Though there is no
doubt that emerging market economies (EMEs)
may continue to gain market share, the relative
pace at which they capitalize on opportunities and
manage risk will determine the differential paths
they take and where they end up. The weakness
11

of the developed world in recent times has made
the ground slippery and opened up new ssures.
Which is why, it is all the more important for India
and other EMEs to tread wearily, build their own
strengths and take nothing for granted.
In the 25 years after reform, real per capita incomes
more than trebled (3.2 times). Even with current
weaker economic growth, the investment rate
remains close to 35 per cent of GDP. The nancing
of this investment was primarily out of domestic
savings on net basis. The interaction of domestic
with international nance acted as a powerful
catalyst in the process and provided the excess
capital inows that have helped build our forex
reserves. In the quarter century of reform, almost
all our children go to school, drop-out rates in
higher classes have fallen and gender-wise,
progress is much closer to being even. In rural
India, even small holdings are mechanizing with
hired-in services, as men nd work away from the
farm and animal husbandry and horticulture
catering to urban markets has become as
important an activity as raising grain once was.
Agriculture has also begun to lose net
jobs/livelihoods. After climbing to a peak in 200405, the farm sector has lost 4.2 million jobs per year
to 2011-12. The non-farm sector created 7.2 million
jobs per year in this time period, resulting in an
overall increase in jobs. Both trends showed
acceleration between 2009-10 and 2011-12.
Further, the number of young people staying back
in education rather than seek jobs/livelihoods has
increased dramatically among boys and girls. It is
estimated that over 210 million job/livelihood
opportunities will have to be created by 2027-28 –
roughly 13 million a year – which given the track
record of 2004-05 to 2011-12 – is possible.
However, for that to happen the economy has to

pick up pace.

CONCLUSION
With the prevailing turbulence in the global
economy, there are certain measures which India
should do in order to boost economic growth, and
thus development. The rst and foremost thing to
do is to make sure that our domestic environment
promotes strong, sustainable, and stable growth,
with existing global uncertainties. In order to
achieve domestic growth, there should be a
platform to maintain macroeconomic stability.
The government should lay it's emphasize on
capital spending and structural reforms,
especially in agricultural sector, which is evident
in the current Union Budget. An ultimate goal of
the stabilization agenda is to clean up the nonperforming assets (NPAs) in the banking sector so
that banks have the capability to lend again. Since
there is no proper bankruptcy system in the
country, effective out-of-court resolution systems
should be created to recover bad loans. The
economy is facing a fall-off in trade, it is case with
other emerging market economies as well. It terms
of real and nominal exchange rates of the currency,
it is neither undervalued nor overvalued and it is
competitive in the world. Careful monitoring and
sustaining appropriate exchange rate is an
essential factor to consider. In order to increase
trade, industry sector should be strengthened,
which is showing some good signs with the help of
'Make in India' campaign. Trade is surplus when
the exports are higher than imports. Hence, by
building infrastructure, along with human skill
development, better access to nance, and
conducive business environment, productivity is
increased which in turn increases the exports.
Other crucial elements of boosting the Indian
economy are FDI and public sector investment in
developmental projects.
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A Study on Skill Gap Analysis in
Hospitality & Tourism Sector
Shraddha Sheth & Pragyashree Dubey
Abstract
Hospitality & Tourism Industry is growing at a rapid pace. It is one of the largest contributor to employment, 1 in 11 jobs is in this
sector across world(World Tourism Organization (WTO)). This makes it a manpower intensive industry.
However it is equally important to review the manpower requirement and supply capacity of Institute in the Hospitality & Tourism
Education.
The paper maps the hospitality and tourism institute and seating capacity across Globe and India. The trend in the seating
capacity of the Institutes and programme offered. The paper also analyse the primary survey of hotels and restaurants regarding
manpower requirement in the Industry.
The seating capacity in institute for higher education is 84% and for training programmes is 16% whereas the requirement in
industry for qualified manpower varies from 25-35% and that for skilled workers is 65 – 75 %.
The results clearly show that the institutes are focusing on higher education whereas there is huge manpower supply gap in skilled
workforce in the Industry.

INTRODUCTION
The total contribution of Tourism to employment
in the world, including jobs indirectly supported,
was 276.8 million jobs (9.4% of total employment)
i.e. i.e. 1 in 11 jobs was contributed by Tourism
Industry(World Travel & Tourism Council). In
India, the total contribution of Travel & Tourism to
employment was 36,695,500 jobs in 2014 (8.7% of
total employment). By 2025, Tourism is forecast to
support 45,566,000 job in India (9.0% of total
employment), an increase of 2.0% pa over the
period(World Travel & Tourism Council).
Tourism and Hotel Management education have
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become prime concern in the world as number of
travellers isgrowing and markets are becoming
more sophisticated in most countries. Further,
better coordination of educational systems,
vocational qualications, higher studies and
sectorial training schemes have been encouraged
to improve travel and tourism service quality.
While the world economy has faltered, World
Travel and Tourism Council (WTTC) maintained
its focus on jobs and argued that travel and
tourism offer benets to emerging and developed
states because:
The very high ow-through effect
supports jobs across the economy
Ÿ It creates a high proportion of export
related jobs
Ÿ Jobs-built skills are easily transferable to
other service sectors
Ÿ Opportunities exist for women and
young people and those in urban, rural
and peripheral areas

Ÿ

It generally offers good training and
career prospects
Ÿ Jobs are concentrated in small
businesses and spread across local
communities
Ÿ

MAPPING OF HOSPITALITY &
TOURISM EDUCATION - GLOBAL
AND NATIONAL

5.

France

6.

China(Song)

7.

Germany

37 Bachelor’s
Programme and 40
Master’s Programme

8.

The
Netherlands

23 Bachelor’s
Programmes &16
Master’s Programmes

9.

Canada

53 Bachelor’s
Programmes &29
Master’s Programmes

10.

United
Kingdom

358 Bachelor’s
Programmes &312
Master’s Programmes

Overview Global Hospitality and Tourism
Education
Higher education today is expanding globally
with rates of change never seen before. Studies
concerned with the global expansion in tourism
education identied three main responsible
drivers of this phenomenon: a set of structural
changes in higher education in general, a
perceived need of increasing qualied human
resources for tourism industry and a common
perception of tourism as a major source of jobs and
careers.
The following are selected nations and their
programmes details with some key noted
points(www.bachelorsportal.eu)&(www.masters
portal.eu):
Sr.
No.

Countries

1.

USA

119 Bachelor’s
Programmes &34
Master’s Programmes

2.

Australia

110 Bachelor’s
Programmes&29
Master’s Programmes

14

Hospitality and
Tourism Education

3.

New
Zealand

8 Bachelor’s
Programmes &5
Master’s Programmes

4.

Switzerland

36 Bachelor’s
Programmes and 48
Master’s Programmes

6 Bachelor’s
Programmes and 32
Master’s Programme
810 Institutes providing
Bachelor’s and Master’s
Programme

Source: An International Handbook of Tourism
Education, Tourism Education Programs in
Mainland China 2010-11,
www.bachelorsportal.eu and
www.mastersportal.eu
There has been a tremendous growth in
hospitality and tourism education on a global
basis in the past 30 years. While planning and
implementing tourism programs, thoroughly
understanding the community served in order to
be effective, Tourism professionals must
understand the community's perception.
According to that each country have their
different programme structure for example
Tourism Institutes and colleges in China now offer
more than 30 tourism programs at various levels,
which cover almost all the areas of the tourism
industry. Tourism management and hotel
management are two major programs, and new
programs have recently been added, such as
Property management, convention and event
management, design and development of tourism
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crafts, e-commerce, environmental science,
anthropology of tourism, etc.
Even in Germany universities provide tourism
education as a compulsory subject, optional
subject or specialization subject within a range of
different study programmes and disciplines:
geography (nine universities), business studies
(six universities), cultural studies (two
universities), transportation economy (one
university), sociology (one university),
environmental sciences (one university) and
education science (one university).
In Netherlands there are three university
departments with a specialist in travel, tourism
and leisure. Major Tourism courses offered in
United Kingdom are Business Management /
Leisure-Sport / Hospitality / Hotel / Catering,
Social-Sciences / Sociology / Environment /
Geography / Land Use / Planning and Tourism /
T o u r i s m M a n a g e m e n t( A n I n t e r n a t i o n a l
Handbook of Tourism Education).
Below mentioned leading Institute names,
location, programs and focus areas are enclosed in
Appendix – II

Spain

9.

Dubai

10. Abu Dhabi
11. Australia
12. Australia
13. China
14. Germany
15. United
Kingdom

Les Roches International
Institutes of Hotel
Management, Marbella
Emirates Academy of
Hospitality Management
European International
College
University of Technology,
Sydney
The University of Queensland
Beijing International Studies
University
Munich University of Applied
Science
Oxford School of Hospitality
Management

Overview of Indian Hospitality and
Tourism Education
The success of tourism as a service sector depends
largely on quality, so a skilled and motivated
workforce is critical. Education and training are
key factors in sustainable tourism development,
providing people at all levels of ability with the
relevant skills to assume active responsibility
aimed at improving employment conditions.

Institutions

The Research has estimated a total of 337 institutes
in the hospitality sector including 101 travel & tour
institutes offering courses related to ticketing and
tourism(MoT & MPS).
The trend of supply is shows below:

144950

Figure 1: Annual Supply Capacity in Hospitality and
Tourism Sector
160000

80000

89355

76753

100000

71172

120000

82800

140000

65617

Glion Institute of Higher
Education
EcoleHôtelière de Lausanne
2. Switzerland
(Lausanne Hotel Institutes)
Les Roches International
3. Switzerland Institutes of Hotel
Management
4. Netherlands Hotel Institutes The Hague
Penn State - Institutes of
5. USA
Hospitality Management
Cornell University - Institutes
6. USA
of Hotel Administration
University of Nevada William F. Harrah College of
7. USA
Hotel Administration, Las
Vegas
1. Switzerland

63040

Country

8.

60000
40000
20000
0
2010 2011 2012 2013 2014 2015 2025F
Source: MPS & MOT Report, Jan 2012 and CAGR Method
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Out of 337 Hospitality and 101 Travel Institutes,
majority are operated by private institutes and not
recognised by any national council.
In India, Hospitality & Tourism Education are
regulated by two bodies i.e. All India Council of
Technical Education (AICTE) and National
Council for Hotel Management and Catering
Technology (NCHMCT). There are 103 Institutes
a p p r o v e d b y A I C T E( h t t p : / / w w w . a i c t e india.org/) and 71 Institutes approved by
NCHMCT offering Hotel Management & Tourism
r e l a t e d
P r o g r a m
(http://www.nchm.nic.in/institutes).
The total intake capacity of all programs focused
on Hospitality & Tourism Industry approved by
National Council such as AICTE and NCHMCT in
2015 is approx. 20,505. It includes PostGraduation, Graduation, Diploma, Trade
Diploma and Certication Program. The
remaining intake capacity of 68,850 are offered by
private institutes.
Figure 2: Ins tutes and Supply Capacity in Hospitality
and Tourism Educa on

Institutes
AICTE &
NCHMCT
Ins tutes
40%

Other
Private
Ins tutes
60%

Supply Capacity

AICTE &
NCHMCT
23%
Other
Private
Ins tutes
77%

The above data for institute's shows that 40% of
institute's are recognised and approved where as
60% is covered by other private institute. In supply
capacity 23% is enclosed by AICTE and NCHMCT
programme students and rest 77% from other
private institutes. From this we can understand
there are shortages of reputed and standard
colleges in India.
Table 1: Mapping of AICTE / NCHMCT approved
Hospitality & Tourism Ins tutes in India (State wise)

More than 10 Institutes
State
Uttar Pradesh
Maharashtra
Karnataka
Haryana
Punjab
Tamil Nadu
West Bengal
Madhya
Pradesh
Total

No of
Institute
18
18
15
15
13
12
12

Student
Capacity
2499
1584
1600
1570
1414
1253
1208

11

1183

114

12311

Less than 10 Institutes
State
Rajasthan
Telangana
Kerala
Uttarakand
Odhisha
Delhi
Gujarat
Himachal
Pradesh
Assam
Jammu and
Kashmir
Meghalaya
Andhra
Pradesh
Goa
Sikkim
Dadra &
Nagar Haweli
Bihar
Total

No of
Institute
9
8
8
6
5
5
3

Student
Capacity
1154
960
1054
720
588
834
350

3

457

2

341

2

408

2

106

2

120

1
1

512
200

1

60

1
59

330
8194

Northern and Southern Regions are major hub of
Hospitality & Tourism education in India
contributing close to 63% of both total intake
capacity and total number of institutes recognised
by AICTE / NCHMCT.

Source: MPS & MOT Report (2012), AICTE and
NCHMCT Website
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Figure 3: Region wise Analysis of No. of Ins tutes
and Intake

6%
Southern - 4987

18%

24%

Northern - 7902
Eastern - 2686

13%

Western - 3720
Central - 1183

39%

Source: AICTE and NCHMCT Website

Classication of Programs
The programs offered by different institutes can be
broadly classied into the following two types:
1) Degree/Diploma Programs: These programs
supply fresh manpower to the industry. The target
group comprises of 12th pass students/ diploma
holders/graduates. The duration of these
programs is the range: 1 year to 4 years.
2) Certication Programs: These programs cater to
the training needs of existing manpower in the
industry. They are much focused on food
Production, Food and Beverage Service,
Housekeeping and front ofce. The typical
duration of these programs is 1 day to 1.5 Year.
Figure 4: Sea ng capacity in Higher Educa on & Skill
Development Training in Hospitality Industry in India

Diploma /
Cer fcate
16%

Higher
Educa on
84%

programs i.e.84% seating capacity
(17246 seats) whereas very few institutes
concentrate on skill development programs i.e
16% seating capacity (3369 seats). The
degree/diploma basically comes in job category of
qualied manpower and Certicate programme
cater the job category of skilled manpower.

Analysis of Degree/Diploma Programs
The Bachelors, Mater's and Diploma Programmes
are shows in table with bifurcation of their
programme details. These programs are focused
on different sectors/subsectors within Tourism
industry. In this section, we have mapped the total
programmes running in approved by AICTE and
NCHMCT to various sectors/subsectors and
identied areas of focus of current tourism
education programs offered in India.
The table below shows the mapping of
programmes to different courses.
Table 2: Mapping of Programmes and Intake
Masters

No. of
Programme

Student
Capacity

MHMCT

5

102

M.Sc.

4

100

PGD

17

779

MBA

4

205

Bachelors

No. of
Programme

Student
Capacity

BHMCT

74

5968

B.Sc

54

7667

BA

2

180

Diploma

No. of
Programme

Student
Capacity

DHMCT

35

2245

Source: AICTE and NCHMCT Website
Source: AICTE and NCHMCT Website
Analysis of these program shows that majority of
the Institutes focuses on Higher Education
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The Intake student capacity is considered only of
approves institutes by AICTE & NCHMCT. The
following is the intake capacity in each
programme.
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hospitality sector. The program
provides opportunity to 3 year diploma
(with any graduation degree) and 3/ 4
year graduates in hotel management to
peruse advanced post graduate course
in Hospitality Administration

The above student capacity considered is data of
2015-2016 in these bachelors, masters and diploma
will gives out job role of future qualied
manpower.
Details of Programme:
(I) Bachelors:
Ÿ

Bachelor of Hotel Management &
Catering Technology (BHMCT) is
highest acknowledged four year degree
program which is a premier
qualication which shall make the
students fully acquainted with all the
aspects of the Hospitality Industry.

Ÿ

B.Sc in Hospitality &Hotel
Administration which is 3 Years course
in Hospitality and Hotel Administration
equips students with all the required
skills, knowledge and attitude to
efciently discharge supervisory
responsibilities in the Hospitality sector.
The merit list is prepared on the central
level.

Ÿ

Ÿ

Post Graduate Diploma in Hotel
Accommodation is 1.5 years
programme in Hotel Accommodation
prepares students to manage hotels
with regards to the rooms' division
operations and housekeeping of the
property. This program provides
opportunity to any graduate willing to
pursue studies in hospitality education.

Ÿ

Post Graduate Diploma in Tourism is 2
years Programme focussing on
management of tourism and travel.
This program provides opportunity to
any graduate willing to pursue studies
in tourism education.

Ÿ

The MBA (Tourism) programme which
offers specialization in different
domains has been designed to meet the
growing demand for skilled and
resourceful managers in the rapidly
expanding tourism industry. This
program provides opportunity to any
graduate willing to pursue studies in
tourism education.

B.A. in Hotel Management is a 4 year
degree program equips students to deal
with the operation and management of
the hotel.

(ii) Masters
Ÿ

Ÿ

18

Masters of Hotel Management &
Catering Technology (MHMCT)
programme is a well-suited for all hotel
management professionals who wish
to upgrade their qualications in order
to gain a competitive advantage in their
careers. 4 Year degree in HMCT or 3 yrs
Diploma in HMCT with a degree from
any faculty & 2 years' experience in the
*relevant Industry with graduation in
hospitality education are eligible for
this program.
M.Sc. Programme equips trainees with
the required skills, knowledge and
attitude to efciently discharge
supervisory responsibilities in the

(iii) DHMCT
Ÿ

Diploma in Hotel Management &
Catering Technology (DHMCT) is
three year technical programme
prepare the student to learn the basics
of the hotel industry and provide
technical training like regional and
international cooking and problem
solving in front ofce and advanced
cleaning techniques and equipment's
in the housekeeping. Students having
passed 10th standard/ SSC
examination obtaining at least 35%
marks in aggregate, is eligible.
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Split of Programmes
Degree/Diploma programs are offered as
Bachelors/Masters/ with program duration
ranging from 1.5 year to 4 years. The following
gure provides contribution of these different
types of programs to the total no of conducting
programmes.
Figure 5: Split of Programmes

Diploma
18%
Graduate
15%

Under
Graduate
67%

Food &
Beverage
Service

Trade
Diploma

19

660

Food
Production

Trade
Diploma

27

1000

Front Ofce

Trade
Diploma

8

230

Housekeepi
ng

Trade
Diploma

10

240

Food
Production
& Patisserie

Craftsma
nship
Certicat
e

22

819

Food &
Beverage
Service

Craftsma
nship
Certicat
e

11

240

Source: NCHMCT Website
Figure 6: Analysis of Trade Diploma and Cer ﬁca on
programmes in Hospitality Sector

Source: AICTE and NCHMCT Programmes
Diploma and Bachelor programs constitute 19%
and 71% of total programme whereas Masters
constitute only 10% of total programmes
respectively.

Mapping of Trade Diploma and
Certication Programs
The total intake capacity of Certication programs
focused on up-skilling existing manpower in the
industry. These programs are focused on different
sectors/subsectors within tourism industry. In
this section, we have mapped the total certication
programs to various sectors/subsectors and
identied areas of focus of current tourism
education programs. The number of programmes
and intake student capacity by NCHMCT for
trade diploma and Craftsmanship Certicate is
considered and as follows:

CC in Food
& Beverage
Service
11%

CC in Food
Produc on
&
Pa sserie
21%

TD in
Housekeepi
ng
10%

TD in
Bakery &
Confec on
ery
6%

TD in Food
& Beverage
Service
18%

TD in Food
Produc on
26%

TD in Front
Oﬃce
8%

TD - Trade Diploma
CC - Craftsmanship Certicate

Table 3: No. of Trade Diploma and Cer ﬁcate
Programmes in Hospitality Sector
Certicate
Programme

Type

No
of
Prog
rams

Intake
Student
Capacit
y

Bakery &
Confectioner
y

Trade
Diploma

6

180
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Comparison of Global and Indian Hospitality & Tourism Education Sector wise
Analyses of the programs offered by Global and Indian best institutes show that majority of the programs are
focused on Hospitality sector.
Figure 7: Global Educa on & Tourism Educa on
Scenario sector wise

Figure 8: Indian Hospitality & Tourism Educa on
Scenario sector wise
Event

Event
14%
Tourism
23%

5%
Tourism
20%
Hospitality
63%

Hospitality
75%

On the other Hand, the type of program offered globally and nationally is also mapped.
Figure 9: Global Hospitality & Tourism Educa on
Scenario Programme wise

Figure 8: Indian Hospitality & Tourism Educa on
Scenario sector wise

Cer ﬁcate
9%
Trade
Diploma &
Cer ﬁcate
27%

Bachelors
43%
Masters
48%

ANALYSIS OF HOTELS AND
RESTAURANTS FOR MANPOWER
REQUIREMENT
The study was undertaken to understand the
detailed demand of employers in hospitality
industry as well as availability of manpower to
meet the requirement.
The Survey was conducted on 31 hotels and 10
restaurants. The list of the surveyed properties
and Eateries is given in Annexure – I.
The basic objective of study was to understand the

20

Bachelors
46%

Diploma
3%
Masters
24%

demand and supply of quality manpower in
Hospitality and Tourism industry. In this context
our assessment is productive to carry out for
overall institutional development in Hospitality
and Tourism sector.
The mix sample of 5 stars, 4 Stars and 3 Star hotels
were selected to understand the manpower
requirement accurately. The Restaurants were
basically Fine-dine restaurants, cafes and Theme
Restaurants. The responded were basically
Human Resource Manager of hotels in his absence
hotel manager/ restaurant manager had replied to
questionnaire. The observations of the study are
Oakbrook Business Review

mentioned below:

Manpo
wer

a) Number of Employees in the job category
Figure 11: Manpower in Hotel Industry

35%

65%

Qualiﬁed
Manpower
Skilled
Manpo
wer

Skilled
Manpower

Figure 12: Manpower in Restaurant Industry
25%
75%

Qualiﬁed
Manpower
Skilled
Manpower

Source: Primary Survey
According to the survey conducted, currently in
hotel industry 25% requirement of qualied
manpower and 75% of skilled manpower. From
this we can understand the percentage of
employee's in hotels and restaurants in respective
job categories.
b) Key issues / challenges faced by industry:
Table 4: Challenges faced by the Industry
Industry
Responsive
Manpower
Communication
Skill Up-gradation
Innovation in
cuisines
Education /
Training
Infrastructure

Quali
ed

Front
Desk

Medium
to High
Very
Low
Very
High
Medium
to High
Very
Low

19
42

78
0
81
58

22

Note:
0-25% : Very Low
25-50% : Low to Medium
51-75% : Medium to High
76-100%: Very High
Source: Primary Survey
The Table clearly depicts the trade wise
requirement of qualied manpower and skilled
workforce.
d) Expected growth rate in manpower
requirement in Hospitality and Tourism
industry over next 5 years
Figure 13: Expected growth rate in qualiﬁed
manpower requirement in next 5 years (by Hoteliers)

English as language
barrier
Absence of skilled
manpower
Lack in capability of
Chef

45

Insufcient Training
centre

Manpo
wer
Demand
Require
Supply
ment (% )
Gap
Assessm
ent
Very
High
100
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40

40

50%-75%

75%-100%

40
35
30
25
20
15

Table 5: Demand Responsive Manpower

Sectors

Very
Low
Low to
Medium

Scarcity of local
manpower

c) Estimated requirement of staff in subsector
categories

Categor
y

Housekee
ping
Food and
Beverages
Food
Productio
n
Front
Desk
Housekee
ping
Food and
Beverages
Food
Productio
n

10

10

0%-25%

25%-50%

10
5
0

Source: Primary Survey
According to 10% of responded approved that 025% growth in manpower requirement for next 5
years, 10% agreed in 25%-50%, 40% in 50%-75%
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and 40% in growth up to 75%-100%.
Figure 14: Expected growth rate in skilled manpower
requirement in next 5 years (by Hoteliers)
45

40

40
35

30

30
25

20

20
15

10

10
5
0
0%-25%

25%-50%

50%-75%

75%-100%

Source: Primary Survey
From received survey data 10% answered that
there will be growthof 0-25%, 30% mentioned
25%-50%, 20% approved 50%-75% and 40%
agreed in growth of 75%-100%.

It is clearly visible in Program mapping that the
existing institute in India are providing courses
related to higher education than skill
development training.
It can be clearly seen from the survey that the
requirement of qualied manpower in Hotels and
restaurants is between 25 – 35 % and that of skilled
manpower is 65 – 75 %.
The primary research also depicts that there is
huge demand of skilled workforce in
Housekeeping and Food & Beverage services
trade, followed by Food Production trade. And
there is high requirement of qualied manpower
in Front desk and Food Production, followed by
Food & beverage Services and housekeeping.The
industry is also nding scarcity in nding quality
manpower that is locally available.
The overall analysis of Industry and Education
shows that there is huge gap in skilled workforce
requirement and supply capacity of the Institutes
across India.

CONCLUSION
From the below table, it can be said that the
Education programmes for Hospitality industry is
more in demand than tourism education
programme:
World
India
Gujarat

Hospitality
63%
75%
67%

Tourism
23%
20%
33%

Events
14%
5%
0%

The Hospitality and Tourism Education in India
gives more emphasis to Certicate, Diploma and
Bachelors whereas Masters is been given the
priority in foreign countries:
Masters

World
India
Gujarat

22

48%
24%
11%

Bachelor

43%
46%
58%

Diploma,
Trade
Diploma
&
Certicate
9%
30%
31%

Annexure - I
Sr.
No.
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.

Hotel name
Airport Residency
Avalon Hotel & Banquets
Novotel Hotel
The Park Residency
The Pride Hotel
Tree Top Residency
Tune Hotel
ITC Fortune Park Hotel
Hotel Ritz INN
Ginger Ahmedabad
Hotel Accolade
The Cloud Hotel
Fortune Inn Haveli
Hotel Skylon
Hotel Golden Plaza
The White Leaf Hotel
Hotel Platinum Residency
Sarovar Portico
Riverview Hotel
Courtyard Marriott Hotel
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21.
22.
23.
24.
25.
26.
27.
28.

Hyatt Ahmedabad (Vastrapur)
Ganesh Maridian
Budget inn palm regency
Fern Hotel
Aloft Hotel
Cambay Hotel
Grand Bhagwati
Grand Bhagwati

29.
30.
31.

1.
2.
3.

The Taj Gateway Hotel Umeed
Hotel Surya
The Taj Gateway Hotel, Akota
Restaurants
Atithi
Barbeque Nation
Mango
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INNOVATION, INCUBATION &
ENTREPRENEURSHIP
DEVELOPMENT CENTRE (IIEDC)

AICTE APPROVED, GTU AFFILIATED

Start-ups amongst youth is
picking up the momentum in
India. To facilitate and
accelerate start-ups in Gujarat
through innovation and
Entrepreneurship Development
is the most timely needed
initiative.

The IIEDC, an initiative of OAKBROOK BUSINESS SCHOOL, aims to
provide platform to all start-ups in Gujarat through incubation
facilities and mentoring.
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Ÿ

Entrepreneurship Awareness Program (EAC)

Ÿ

Manufacturing (Make in India)

Ÿ

Ideas / Product Development Facilities

Ÿ

Health Products and Services

Ÿ

Business Plan / Model Writing & Strategic Planning

Ÿ

Innovative Education Products

Ÿ

Company Formation, Taxation / Legal

Ÿ

Solar and Alternative Energy

Ÿ

Intellectual Property Protection / Patent

Ÿ

Mobile Application and IT Services

Ÿ

Access to Venture Capital / Micro Finance & Loans

Ÿ

Constructions Related Products

Ÿ

E-commerce and Digital Marketing Help

Ÿ

Life Styles / Fashion Products

Ÿ

Networking with National / International BDS

Ÿ

Ÿ

Buyer - Seller Meet / Trade Show

Innovative Entertainment /
Hospitality Services

Ÿ

Market Assessment and Planning

Ÿ

Rural Technologies

Ÿ

Film Festival / Lecture Series of Innovative
Entrepreneurs

Ÿ

High Growth / Technology Product

EAC Sponsored By :
National Science & Technology Entrepreneurship Development Board (NSTEDB)
Department of Science & Technology, Government of India.

Contact us for enquiry:

Address:

M.: +91 990 9009 753
Ph.: +91 79 2397 0170 / 71
E: iiedc@oakbrook.ac.in
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A Study on the role of Website
Eﬀectiveness Criteria for Hotels
Dr. Tejas Shah
Abstract
The emergence of internet applications has had an unprecedented impact on travel and tourism, in general and in particular on
hotel business. The basic objective of this research is to explore the criteria for Hotel Website Effectiveness. The research also tends
to find the impact of Hotel Website Effectiveness criteria on website appeal as well as website influence. The sample consists of
251 respondents who have frequent experience of travel and hotel bookings through website. The results of factor analysis
revealed four criteria for hotel website effectiveness, namely, visual, engagement, informative and loyalty. The outcome of
regression analysis reveals that all four criteria of hotel website effectiveness create significant positive impact on website appeal
as well as website influence.

INTRODUCTION
The advent of website presents new opportunities
and challenges to establish, build and manage
customer relationships. The use of the internet has
been recognized as an effective relationship
marketing tool (Durkin and Howcroft, 2003).
Today, companies provide not only product
information but also transactional capabilities
through their web portals. Internet provides the
source of transactional and relationship
capabilities for companies (Jang et al., 2006). With
the advancement in web technologies and its
embracement by people, website has made a
signicant transition from simple and static
websites to dynamic, multimedia rich websites,
capable of interacting with visitors in a
sophisticated way. Web development is an everchanging phenomenon, highly sensitive to all the
expectations and requirements of a modern web
user.
Since selling and purchasing over the internet
carries distinct characteristics, traditional
marketing models, developed specically to
support ofine marketing, cannot be used to fully
explain and assess marketing efforts of rms

Dr. Tejas Shah
Shanti Business School,
Ahmedabad.

trading online. Consequently, a signicant
amount of work has been done to either extend
established marketing models to include elements
of digital marketing or build new theoretical
paradigms to assess and evaluate marketing over
the web. With the exception of a few, researchers
have concurred that the effectiveness of marketing
efforts of rms trading online should be assessed
by evaluating their websites. This is because, for etailers, a website is not just a platform for digitally
representing the company and its products or
services; rather, it serves as the prime mode of
revenue generation, and is the main, if not the sole,
contact point between the buyer and the seller.
To establish relationship with customers through
website, it is imperative that a rm understands
the user experience and how people interact with
the web. Web development need to harmonize the
purpose of the website as well as its structure and
interface with the expectations of the users.
User–centered design is the solution to meet the
expectations of the target web users. Huang et al.
(2006) mentioned that companies need to
effectively invest in website design in terms of
meeting strategic needs of helping to increase
prots for the organization.
The emergence o nternet applications has had an
unprecedented impact on travel and tourism, in

general and in particular on hotel business (Law,
2009). Guillet and Law (2010) mentioned that
hotels around the world are increasingly relying
on effective electronic distribution partners in an
attempt to maximize their revenues. According to
Pilia (2008), 40 percent of hotel bookings were
made online in 2008. Additionally, more than twothird of hoteliers shifted their promotion
investment from ofine to online. Hotels prefer
bookings through their own websites due to zero
cost per booking in comparison to $ 6.00 for online
agencies and $ 6.00 plus 10 percent of the revenue
for traditional travel agents (Guillet and law,
2010). Apparently, the internet has been and will
likely be, a major source of distribution channel for
hotel rooms. The consequence of this competitive
environment is the need for hotels to rethink their
competitive strategy (Rodriguez-Diaz and
Espino-Rodriguez, 2006).
Some recent articles have highlighted the
importance of having specic criteria on which to
assess the effectiveness of hotel websites (Elliot
and Mend, 2011). Law (2009) signied the
importance of hotel website dimensions to
generate effectiveness. The past literature mostly
focused on either service quality aspect of website
or advantages of using website in marketing of
hotels. The literature reveals both the importance
and difculty of developing a set of detailed
website features that is useful to customers.
The above discussion leads to generate following
research questions:
What is the applicability of website in
generating business of hotel?
Ÿ What are the website features that lead to
generate effectiveness from customers’
perspective?
Ÿ

REVIEW OF LITERATURE
Hotel Websites
The role of web sites has grown signicantly in
recent years (Phelan et al., 2011). Websites have
greater role in terms of affecting the consumer
buying behaviour rather than mere supplement to
the efforts of salespeople and retail outlets
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(Geissler et al., 2006; Schlosser et al., 2006). Web
sites are frequently utilized because of their
convenience, allowing browsers to visit 24 hours a
day, seven days a week and provide potential
customers the ability to comparison shop multiple
brands and/or products. Additionally, the
internet creates new opportunity in terms of new
markets rather than being limited by geographical
location unlike the “bricks and mortar”
establishments. Extant research states that the
service industry has benetted tremendously
from the widespread implementation of web sites
because of the ability of sites to “sell the
experience” on which many service providers
pride themselves (Lai et al., 2007). Manufacturers
of physical goods are more rationale in their
approach for marketing on web sites, companies
marketing intangible services attempt to be more
hedonic in their approach (Magnini and Parker,
2009).
The use of websites for hotel business brings many
advantages for hoteliers (Phelan et al., 2011). It
facilitates global distribution, due to its being
automated and accessible 24 hours a day, seven
days a week (Law et al., 2006). Web sites are also
largely self service, meaning more patrons can be
assisted simultaneously without having to
signicantly increase the size of the support staff.
Additionally, hotel amenity and accommodation
information provided online is often more
accurate and consistent than telephone sales due
to the lack of human interaction and therefore,
error, and can be updated faster than training
employees in new policies and procedures. The
shift to e-commerce can reduce costs, allow hotels
to interact directly with customers, improve the
reservation and sales process through the
availability of more timely information, and
consequently result in an organization
outperforming its competition (Liu and Arnett,
2000; Milligan, 2004; Wong and Law, 2005).The
use of web site improve the customer
relationships of hotels (Jang et al., 2006). Wan
(2002) explained that website provides hotels as
well as customers an unparalleled way of
information gathering and conducting business
transactions. Law and Su (2005) found that use of
website leads to reduce the distribution costs. this
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increase their prots as well as reach a larger
potential target market for hoteliers. Elliot and
Meng (2001) mention that use of website for hotels
bring many competitive advantages for them.
Voorveld et al. (2009) explained that the websites
is an important tool for branding of hotels.

Website Appeal
Website appeal refers to the quality of a website's
perceptual features to generate user interaction
and persuade online shoppers towards a site
(Abdallah and Jaleel, 2015). Site appeal is
particularly important in the online marketing
process because this directly impacts the amount
of time an individual spends visiting the site as
well as its inuence on the purchase decision
(Danaher et al., 2006). An appealing website is
more likely to attract visitors, stimulate positive
purchase intentions, and establish higher
standards of trust and usability. Reibstein (2002)
relate website appeal to enjoyment and suggest
that a website with appealing features would lead
to repeat visits. While research work focusing on
this particular construct is scant, its usefulness, as
an attribute that inuences consumer perceptions,
is well established, especially in the context of
creating a good rst impression (Kim and
Fesenmaire, 2008). Studies have also found that a
website appeal has long term implications on how
a site's usability and credibility is perceived by the
users, as well as the consumer's intention to
purchase (Everard and Galletta, 2006).
Many studies have examined the factors leading to
the successful implementation of e-commerce web
sites. Reibstein (2002) found that website
dimensions attract users to a website and critical to
maintain customers for a long time. Research has
suggested that information quality, the user's
operational experience on the site, playfulness of
the site, and system design robustness are critical
success factors in determining site appeal to
customers (Liu and Arnett, 2000). Site success is
signicantly associated with web site download
delay (speed of access and display rate within the
web site), navigation (organization, arrangement,
layout, and sequencing), content (amount and
variety of product information), interactivity
(customization and interactivity), and
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responsiveness (feedback options and FAQs)
(Palmer, 2002, p. 151). Research specic to the
travel industry found that web site content quality
is one of the most important factors travelers seek
when browsing online (Wong and Law, 2005).
Web site accuracy and credibility; ease of
navigation; relevant, timely and straightforward
information; and the convenience provided for
purchasing were the most signicant web site
characteristics requested by respondents
(Shchiglik and Barnes, 2004). Other research
examined factors that consumers in
Other factors contributing to a web site's appeal
included comprehensive destination information
and the availability of customer service functions
such as toll free phone numbers and contact email
addresses. One interesting nding from this study
established that web site users were indifferent
toward factors related to the aesthetics of the site,
such as background color and inclusion of
attractive photos (Law and Wong, 2003). This
nding was contradictory to previous research,
but cultural differences may have been
responsible for this discrepancy. Researchers have
investigated various web site heuristics related to
online hotel reservations systems, including: web
site usability; contact, facility, and surrounding
area information; and site management (Law and
Wong, 2003). Another study found the most
desired hotel web site features were room rates,
reservation and facility information (Law and
Hsu, 2005). Hotel location maps, site amenities,
and pictures of hotel and guest room features were
also highly requested. Virtual tours, meeting
facility specications, FAQ's (frequently asked
questions), information concerning the city and
surrounding area attractions, and links to other
related businesses were not statistically signicant
(Law and Hsu, 2005).

Website Inuence
Consumer’s online experience creates signicant
impact on website inuence. Including features
which provide positive mood-relevant and taskrelevant cues lead to the site being highly
inuential on the browser’s purchase decision
(Parboteeah et al., 2009). Mood-relevant cues
include site attributes which effect the level of
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enjoyment the customer experiences from visiting
the site, and are often conveyed through visual
and auditory features. By contrast, task-relevant
cues enable customers to fulll the goal of their
visit to the site, such as retrieving information and
completing secured online transactions
(Parboteeah et al., 2009). An earlier model may
provide some insight into the importance of site
inuence and the web site characteristics which
determine site inuence. Huizingh and Hoekstra
(2003) employed the “Hierarchy of effects” model
and concluded the effectiveness of web sites as a
marketing tool. Three behavioural dimensions
create signicant impact on website inuence:
cognitive, affective, and conation. The cognitive
component refers to the intellectual, rational realm
in which individuals are concerned with obtaining
information and facts. Thus, the cognitive
dimension is represented by awareness (of the
existence of the product or service) and
knowledge (of specic elements of the
product/service). This is followed by liking
(having a positive attitude and acceptance about
the product/service) and preference (over other
options) which embody the emotional signicance
prevalent in the affective dimension. Finally, the
conation dimension signies motivation and is
characterized by conviction (desire to purchase
and belief the purchase would be worthwhile),
and ultimately, purchase.
Including web site viewers in the marketing
experience is of utmost importance because unlike
conventional marketing techniques such as
television or radio advertisements, the consumers
control the length of the engagement with the
supplier. This practice is referred to as permission
marketing because customers voluntarily
participate or “opt-in” to the advertising
experience (Godin, 1999). Since consumers
exclusively initiate, manage, and terminate the
online encounter, the stream of web messages
must be interesting, informative, and provide
economic and entertainment value so as to
maximize the interaction and website inuence
(Huizingh and Hoekstra, 2003).

Objectives

of website for Hotels
2. To explore the impact of website
effectiveness criteria on site appeal as
well as site inuence for Hotels

Research Methodology
The exploratory and descriptive designs were
used to conduct this study. In the rst phase,
exploratory study was conducted to explore the
common criteria for effectiveness of web heuristic.
Later, descriptive study was undertaken to nd
the impact of web heuristic effectiveness criteria
on site appeal as well as site inuence. The
judgmental sampling method was used to select
the sample. The personal contact method was
used to collect the data. In total, 289 respondents
were contacted out of which 251 completely lled
questionnaires were received. So, the nal sample
size consisted of 251 respondents. The sample
consists of respondents who have frequent
experience of booking hotel through website.
Structured questionnaire was used having closedended questions. The criteria for website
effectiveness for hotels were taken from earlier
study conducted by (Phelan et al., 2011). In total,
11 variables were rated using Likert scale with 1 =
least important, 2 = unimportant, 3 = neutral, 4 =
important and 5 = most important. The
respondents were asked to rate each variable in
terms of the amount of importance they attach
respectively.

DATA ANALYSIS
AND DISCUSSION
Factor Analysis
Factor analysis was conducted for analyzing the
structure of the interrelationships among a set of
variables by dening a set of common underlying
dimensions. Crobach's Alpha was calculated to
assess the degree of consistency between multiple
measurements of a variable. Mean analysis was
conducted to measure the importance of website
heuristic effectiveness criteria. Regression
analysis was conducted to nd the impact of web
heuristic effectiveness criteria on site appeal as
well as site inuence. (Malhotra and Dash, 2010).

1. To explore the criteria for effectiveness
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Table 1: Factor Analysis, Reliability Analysis and Descrip ve Sta s cs
Factor 1
Variables
(Visual)

Factor 2
(Engage
ment)

Factor 3

Factor 4

(Informative)

(Loyalty)

Communality

Mean

S.D.

Pictures

0.870

0.685

4.25

0.65

Design

.0.790

0.735

3.75

1.12

Colour

0.693

0.716

4.25

0.74

Neat

0.601

0.704

3.33

1.04

Fun Pictures

0.849

0.748

3.90

0.87

Distinctive

0.702

0.602

3.55

1.12

Ease of Use

0.840

0.793

3.33

1.04

Informative

0.761

0.794

3.50

0.88

Rate

0.635

0.734

3.33

0.33

Responsibility

0.874

0.792

3.33

0.45

Loyalty

0.553

0.676

3.25

0.56

Eigen value

2.776

2.426

1.458

1.319

% of Variance

25.240

22.055

13.254

11.990

Cumulative %

25.240

47.295

60.549

72.539

Cronbach Alpha

0.709

NA

0.784

NA

(Only
Two
Items)

(Only
Two
Items)

Mean

3.90

3.72

3.87

3.30

Std. Dev.

0.56

0.46

.78

0.48

The objective of this research is to explore the
various components of criteria for effectiveness of
online and in-store apparel purchasing. The 11
statements have been subjected to multivariate
data analysis tool – factor analysis – to reduce
them to a few uncorrelated factors. In order to test
the suitability of the data for factor analysis, the
correlation matrix was computed and examined.
This revealed that there were enough correlations
to go ahead with factor analysis. Anti image
correlation were computed. These showed that
partial correlations were low, indicating that true
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factors existed in the data. Kaiser-Meyer-Olkin
Measure of Sampling Adequacy (MSA) was
calculated both for the entire correlation matrix
and each individual variable evaluating the
appropriateness of applying factor analysis.
Bartlett's Test of Sphericity was calculated to nd
whether the number of correlations among the
variables is statistically signicant or not. The
value of MSA was found to be 0.713, which is
much higher than the minimum cut off rate of 0.50.
Bartlett's Test of Sphericity showed the value of
Chi-Square at 978.814 with 55 degrees of freedom,
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which was signicant at 0.05 level, indicating the
suitability of data for factor analysis. Thus, all of
these examinations revealed that data was t for
factor analysis.
Principle component analysis was employed for
extracting factors. The number of factors to be
extracted was nalized on the basis of latent Root
Criterion. Orthogonal rotation with Varimax
method was used for factor analysis. Rotations
converged into 6 iterations. In orthogonal rotation,
each factor is independent of or orthogonal from
all other factors. The correlation between the
factors is determined to be zero. As, the sample
size taken for data analysis was 251 respondents,
all factor loadings greater than 0.40 were
considered for the analysis (Hair et al. 2009).
Table 1 shows the communality values of all
variables. Communality is the amount of variance
an original variable shares with all other variables
included with analysis. Large communality
indicates that a large amount of variance in the
variable has been accounted for by the factor
solution. As shown in the table 2, all the variables
are having the communality values above cut off
value of 0.40, which indicate that all the variables
should be considered for further analysis. The
results of Principle Component Analysis with
Varimax rotation for sample are shown in table 2.

It shows that 4 factors have been extracted which
together accounted for 72.539% of the variance.
Eigenvalues for the factors 1 to 4 are 2.776, 2.426,
1.458 and 1.319 as revealed in table 1. The
percentage of the variance explained by
individual factors is shown in the table 1. It is
observed that the percentages of variance
explained by factors 1 to 4 are 25.240, 22.055, 13.254
and 11.990 respectively.
Reliability test is conducted to check the
consistency and accuracy of factors. As shown in
table 1, the Cronbach Alpha vales for all factors are
above the cut off rate of 0.70 (Hair et al., 2010) for
factor analysis that proves the reliability of these
factors.

Regression Analysis
Hypothesis
H1(V): There is a signicant impact of visual aspect
of Website on Site Appeal.
H1(E): There is a signicant impact of Engagement
aspect of Website on Site Appeal
H1(I): There is a signicant impact of Informative
aspect of Website on Site Appeal
H1(V): There is a signicant impact of Loyalty aspect
of Website on Site Appeal

Table 2: Regression of Website Factors on Site Appeal
Variables

Adjusted
R2

Anova Test

Standardized β

T-test

Sig.

VIF

0.213

3.492

0.01*

1.099

F = 102.558

0.182

2.870

0.04*

1.185

Df (4,246)

0.199

3.060

0.02*

1.252

0.126

2.030

0.043*

1.135

Visual
Engagement
0.473
Informative
Loyalty
(* indicates signicant)

The table 2 shows that the regression co-efcient
for Visual aspect is + 0.213 (p value - 0.01), which is
statistically signicant at 0.05 level of signicance.
So, Visual aspect of website exerts signicant
positive impact on Site Appeal. The regression coefcient for Engagement aspect is + 0.182 (p value 0.04), which is statistically signicant at 0.05 level
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of signicance. So, Engagement aspect of website
exerts signicant positive impact on Site Appeal.
The regression co-efcient for Informative aspect
is + 0.199 (p value - 0.02), which is statistically
signicant at 0.05 level of signicance. So,
Informative aspect of website experts signicant
positive impact on Site Appeal. The regression co-
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efcient for Loyalty aspect is + 0.126 (p value 0.043), which is statistically signicant at 0.05 level
of signicance. So, Loyalty aspect of Website
exerts signicant positive impact on Site Appeal.
The adjusted R2, i.e. the co-efcient of
determination stands at 0.473 indicating that the
equation can explain 47.3% variations in Site
Appeal. The variance analysis shows F = 102.558 at
a signicance level of 0.000 with df (4, 246), which
indicates that all regression co-efcient will be non
zero and proves the validity of regression
equation. The VIF statistics of all the independent
variables are very much far from cut off rate of 10.
Hence, there is no cause of concern from

viewpoint of multicollinearity among the
independent variables.
Hypothesis
H1(V): There is a signicant impact of visual aspect
of Website on Site Inuence.
H1(E): There is a signicant impact of Engagement
aspect of Website on Site Inuence.
H1(I): There is a signicant impact of Informative
aspect of Website on Site Inuence.
H1(V): There is a signicant impact of Loyalty aspect
of Website on Site Inuence.

Table 3: Regression of Website Factors on Site Inﬂuence
Variables

Adjusted
R2

Anova Test

Standardized β

T-test

Sig.

VIF

0.382

9.989

0.01*

1.099

0.499

12.198

0.00*

1.185

Informative

0.390

10.025

0.00*

1.252

Loyalty

0.176

4.426

0.02*

1.135

Visual
F = 144.160
Engagement

0.675
Df (4,246)

*indicates signiﬁcant

The table 3 shows that the regression co-efcient
for Visual aspect is + 0.382 (p value - 0.01), which is
statistically signicant at 0.05 level of signicance.
So, Visual aspect of website exerts signicant
positive impact on Site Inuence. The regression
co-efcient for Engagement aspect is + 0.499 (p
value - 0.04), which is statistically signicant at
0.05 level of signicance. So, Engagement aspect of
website exerts signicant positive impact on Site
Inuence. The regression co-efcient for
Informative aspect is + 0.390 (p value - 0.00), which
is statistically signicant at 0.05 level of
signicance. So, Informative aspect of website
exerts signicant positive impact on Site
Inuence. The regression co-efcient for Loyalty
aspect is + 0.176 (p value - 0.02), which is
statistically signicant at 0.05 level of signicance.
So, Loyalty aspect of Website exerts signicant
positive impact on Site Inuence.
The adjusted R2, i.e. the co-efcient of
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determination stands at 0.675 indicating that the
equation can explain 67.5% variations in Site
Appeal. The variance analysis shows F = 144.160 at
a signicance level of 0.000 with df (4, 246), which
indicates that all regression co-efcient will be non
zero and proves the validity of regression
equation. The VIF statistics of all the independent
variables are very much far from cut off rate of 10.
Hence, there is no cause of concern from
viewpoint of multicollinearity among the
independent variables.

CONCLUSION
This research has explored the four criteria for
Website Effectiveness Criteria for Hotels, namely,
Visual, Engagement, Informative and Loyalty.
The results also reveal that website effectiveness
criteria create signicant positive impact on
Website Appeal and Website Inuence. The visual
criterion of website is related to hedonic approach.
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The literature also conrms that hedonic approach
to marketing through website creates positive
impact on users' emotions. The structure of
website in terms of neatness and format of website
pages lead to more favorable response from the
users' perspectives. Most of the literature also
conrms the positive impact of visual and esthetic
aspects like colour, design and pictures on website
appeal and inuence (Abdallah and Jaleel,
2015).The visual and aesthetic aspects improve
website's usability, credibility and web page
preferences. The recent literature in case of emarketing focuses more and more on consumer
engagement. Hotels have incorporated certain
feature like games, fun pictures, discussion
forums, online chat, etc. to engage customers on
their websites. Engagement strategy might be
related or unrelated with the main business, but
leads to fun, enjoyment and positive behavioural
intension from customers towards hotel website.
It also brings competitive advantage to the hotel
website among competitors. The informative
criterion of hotel website represents rational view
of marketing. The hotel website should be
informative in terms of information regarding its
basic facilities, rates, unique aspects, core
offerings, etc. The more neat and accurate
information leads to create positive and lasting

impact on website appeal and inuence. The hotel
should be loyal towards its customers in terms of
assurance and responsiveness. There is a lack of
face-to-face interactions among hotel staff and
customers, which necessitates that hotel should be
responsive to customers through websites in
terms of solving their queries or doubts, either
through phone, e-mail or chat. The hotel website
sh ou l d f u r n i sh e t h i ca l w h i l e f u r n i sh i n g
information about its management, facilities and
rates. The loyalty of hotel website in terms of
assurance and responsiveness creates positive
impact on hotel website appeal and inuence.
This research presents two different views for
effectiveness of hotel website rational
(informative and loyalty) and emotional (visual
and engagement). Both rational and emotional
aspects are important to create positive impact on
website appeal and website inuence. Future
research can be done to check the impact of these
website effectiveness criteria on customer
satisfaction, purchase intention and ultimately
hotel protability. A further research can also
focus on impact of customers' demographic
variable on their preferences for these criteria and
how hotels can use this analysis for customization
of hotel websites.
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CENTRE OF EXCELLENCE HOSPITALITY & TOURISM

AICTE APPROVED, GTU AFFILIATED

“Centre of Excellence in Hospitality
& Tourism” is developed with the
aim to train large percentage of
manpower and make them readily
employable or up-scaling
manpower in Hospitality and
Tourism Sector. It has also
envisioned to up-lift overall
Hospitality / Tourism Sector through
skill development training and
research.

Centre of Excellence - Hospitality & Tourism (CoE-H&T) is
dedicated for Skill Development and Development of Hospitality and
Tourism Industry in India.
Aim
Ÿ
Ÿ
Ÿ

To train large percentage of manpower in Hospitality and Tourism Sector in Gujarat
To make them readily employable or up-scaling manpower in Hospitality and Tourism Sector
To overall up-lift Hospitality / Tourism Sector through Skill Development Training and Research

Objective
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ
Ÿ

Provide Knowledge sharing Platform to all stakeholder of Hospitality & Tourism Industry
Develop Industry responsive manpower
Providing platform for bridging skill gap
Increase Employability quotient
Standardize the basic skill set of Casual workers in the sector
Empowering Rural youth by providing Vocational Training

Ÿ Tour Operator
Ÿ Tour Guide

Ÿ Food and Beverage

Services
Ÿ Housekeeping

Ÿ Front Desk Staff
Ÿ Soft Skill and Grooming

Empanelled with

Contact us for enquiry:

Address:

M.: +91 9824388806
9574404499
Ph.: +91 79 2397 0170 / 71
E: events@oakbrook.ac.in

Opp. Maharaj Hotel Lane,
Jamiyatpura Road, Sarkhej-Gandhinagar Highway,
PO. Jamiyatpura, Gandhinagar - 382423.
Visit: www.coe-ht.oakbrook.ac.in

Tourism Corporation of Gujarat Ltd.
(Govt. of Gujarat Undertaking)
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Internationalization Strategy:
The Case of PDPU
Palak Sheth, Naresh Patel & Kishlaya Misra
Abstract
Internationalization of higher education is the process of integrating diverse, global, cultural dimensions into the objectives,
functions and delivery of higher education. It is perceived differently in each country at different times. This paper is an attempt to
explore the various aspects of this phenomenon through a case study of Pandit Deendayal Petroleum University (PDPU). The paper
traces the evolutionary process that PDPU had adopted in its quest for internationalization, chronicles the challenges it has
undergone in the process and tries to capture the outcome that has come about in a period of less than a decade.
Keywords: Internationalization of higher education. World-class University. Value-driven models of internationalization. Joint
Research. Research Internship. Exchange Program.

INTRODUCTION
Indian education system is the third largest in the
world; and perhaps the oldest too. The socioeconomic transition of the country and the
emerging size of the middle-class can possibly
make India's higher education system the largest
in the world in the near future. In the current
context, the Indian higher education system is
predominantly not characterised by high quality
and class. Today we have very few institutions
and universities that are listed or ranked among
world-class institutions. To sustain a growing
economy and the aspirations that go with it in a
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globally interlinked world, the higher education
system has a signicant role to play; in order to
play this role it needs to achieve quantum leaps in
terms of quality and global standards. Given this
situation, Government of India in its draft
National Education Policy has identied a set of
themes for focused attention in the coming years.
One of these is Internationalization of Higher
Education. One of the facets of
internationalization of higher education is the
mobility of students across the countries. Indian
students accounted for less than 5 % of the total
internationally mobile students, second only to
China. [See Annexure-1].
Internationalization refers to the policies and
practices followed by academic systems and
institutions – and every stake-holder within the
higher education system – to cope with the global
academic environment. This paper attempts to
chronicle the initiatives taken by Pandit
Deendayal Petroleum University [PDPU],
Gandhinagar, Gujarat in the direction of
internationalization. It explores the efforts made,
strategies pursued and the results achieved over
the rst decade of its existence.

Review of Literature
The internationalization of higher education is a
dynamic process, evolved through continuous
interaction with the emerging international

contexts. With the changes in contextual factors,
the purpose, goals, meanings, and strategies of
internationalization would also undergo changes.
In the post-world-war scenario the world has
changed dramatically triggering enormous
changes in terms of socio-economic and
technological context of the globe; these changes
have brought about tremendous changes in the
scope, methodology, applicability and relevance
of higher education in every country.
Internationalization Association of Universities
states “Internationalization today is remarkably
different from what it was in the rst half of the
20th century, in the 1960s or 1980s. The resulting
changes in goals, activities and actors have led to a
re-examination of terminology, conceptual
frameworks and previous understandings and,
more importantly, to an increased but healthy
questioning of internationalisation's values,
purposes, goals and means” (IAU, 2012). Jane
Knight denes Internationalization of Higher
Education 'as the process of integrating an
international, intercultural and/or global
dimension into the goals, functions
(teaching/learning, research, services) and
delivery of higher education'(Knight 2012). Many
experts see internationalization as a process of
integrating international education into the
curriculum in order to increase international
cooperation, enhance national security and
improve economic competitiveness (Harari, 1992;
Klasek, 1992; Mestenhauser & Ellingboe, 1998;
Powell, 2004). Internationalization is also seen as a
dynamic process and a means to multiple ends
that can bring numerous benets (Egron-Polak,
2013). Soderqvist (2002) denes it as a “change
process from a national higher education
institution to an international institution leading
to the inclusion of an international dimension in
all aspects of its holistic management in order to
enhance the quality of teaching and learning and
to achieve the desired competences” (Soderqvist,
2002; p. 29). Internationalization is also dened as
a process of strengthening the international
character of campuses with the support of a
leading institution (Hanson & Meyerson, 1995;
Harari, 1992; Pickert & Turlington, l992). Earlier
Knight had dened internationalization as “a
sustainable process of integrating an international
and intercultural dimension into the teaching,
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research and service functions of the institution”
(Knight, 1994; p. 7). The meaning of
internationalization, therefore, varies from its
traditional campus-based initiatives, study
abroad programs, stand-alone travel experiences,
student and faculty exchanges, and collaborative
research to processes of integrating international
or intercultural perspectives into the teaching,
research, and service functions institutionally
(Altbach & Knight, 2007; Bogotch & MaslinOstrowski, 2010; and Knight, 2003).
De Wit critiques different misconceptions and
misunderstandings of internationalization policy.
He argues that the reality about
internationalization is less promising than its
conceptual denitions (De Witt, 2011). He points
out that for many experts internationalization in
practice is still similar to teaching in English, or
studying abroad or teaching an international
subject to international students. According to
him, the worst misconception regarding the
internationalization of higher education is that it
means having many international students on
campus.

Forms of Internationalization
Internationalisation as an inevitable dimension of
higher education in this era of Globalisation,
though, there are both opportunities and
challenges in the process. The opportunities are
the increased supply of higher education, greater
access for students, support for the knowledge
economy, development of joint degrees, fusion or
hybridisation of cultures, growing comparability
of qualications, an increasing role for the marketbased approach, economic benets for education
providers, and the diversication and generation
of new academic environments. The challenges
include concern about quality of provision,
inequality of access leading to a two-tier system,
the growing problem of physical and virtual brain
drain, homogenisation of culture, weakening role
of the state in establishing national policy
objectives, growth in market-oriented programs
(business, IT etc), and decline in liberal arts and
pure science disciplines.
There are six major components of
internationalization: (a) international students
recruitment (b) talent mobility (students and
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scholars) (c) research/ knowledge exchange and
technical assistance; (d) expansion of university
campuses/branches abroad; (e)
internationalization of curricula; and (f) virtual
transnational academic exchanges (like MOOCs).
Internationalization is a multiple strategy that
engages, incorporates and affects higher
education institutions across the borders and
dimensions (Altbach & Knight, 2007; de Wit, 2011;
Knight, 2008; Kehm & Teichler, 2007; Marginson &
van der Wende, 2009; Maringe et al., 2013).
The goals of internationalization are converging
towards educating global citizens, building
capacity for research, to generating income from
international student fees and enhancing

institutional brand equity.
The process of Internationalisation revolves
around six points: [a] student mobility, [b]
institutional mobility, [c] academic mobility, [d]
program mobility and [e] development of
educational hubs. In the Indian context the
comparative cost advantage can be utilised to
attract students from less developed countries;
catering to the educational needs of the Indian
diaspora could be another strategy; creating
international institutions offering courses on
Indian culture, music, yoga, holistic medicine etc
could be another strategy.
Three value driven models of Internationalization
are described in Table-1 (Maringe et al, 2013).

Table 1: Vale Driven Models of Interna onaliza on
Eurpoe

Cultural-Value driven
International Universities

Curriculum-Value driven
Universities

Representative
World Regions

Mainly Anglophone: North
America, Canada, Australia,
New Zealand, UK and
Western Europe

Mainly Confucian: China,
Eastern Asia, Persian Gulf
states, North Africa

Mainly developing nations:
Sub-Saharan nations, South
America

Dominant views
about
Internationalization

Largely based on recruiting
more international students
and staff. Developing visible
international presence and
identity

Largely based on recruiting
more international staff (Not
so much students).
Challenging the orthodoxy
of western hegemony

Largely based on an
academic rationale.
Developing an appropriate
international curriculum

Dominant
institutional
Internationalization
strategies

Talent identication and
recruitment processes
Commercialization of
international collaborative
research. International
student experience and
league table strategies

Cultural exchange programs.
Language training
opportunities and
International collaborative
research and partnerships

Internationalization of
university curricula.
International research
collaborative

Dominant
challenges / issues
associated with
Internationalization

How to become more
commercially efcient
organizations in depressed
economic environments.
How to be more competitive
in global markets

How to challenge the
dominance of western
ideology. How to promote
the Confucian ideology
more. Achieving greater
cultural integration

How to stem talent
migration to the west. How
to promote more locally
driven development. How to
promote more equitable and
sustainable partnerships and
development programs

Note: Adapted from Marriage et al (2013, p. 38-41)

Benets of Internationalization
Internationalization of higher education is found
to bring in one or more of the following benets:
Ÿ Improvement in the quality of teachinglearning process and research.
Ÿ Deeper engagement with national,
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regional, and global issues and
stakeholders.
Ÿ Nurturing global perspective among
students and citizens; more proactive
workforce
Ÿ Access for students to programs that are
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Ÿ

Enhanced opportunities for faculty; higher
mobility; less chances of in-breeding.

Ÿ

Increased prospects of international
research networking.

Ÿ

Increased prospects of international best
practices.

Ÿ

Enhancement in institutional policymaking, governance, student services,
outreach etc.

The Institutions' number one priority for
Internationalization
as per the report titled
“Internationalization in European Higher
Education: European policies, institutional
strategies and EUA support” – European
University Association Membership Consultation
paper 2013 have priorities like: Attracting
students from abroad at all levels ;
Internationalization of learning and teaching ;
Providing our students with more opportunities
to have a learning experience abroad etc. More
number one Institutional priority with respect to
Internationalization are described in Annexure-4.

Ÿ

Quality enhancement through sharing of
experiences across national borders.

Myths of Internationalization

unavailable or scarce in their home
countries.

Ali Khorsandi Taskoh (2014) classies the
rationales of Internationalization at Public
University as
Ÿ

Research Academic Purposes,

Ÿ

Economic Financial Incentives,

Ÿ

Socio Political Intentions,

Ÿ

Visibility prole status

Based on an elaborate survey IAU concludes that
the principal benets of internationalization as
improved teaching-learning process and
increased research capability (IAU, 2014). In
another study, European University Association
Membership Consultation Paper, have concluded
that the principal purpose of internationalization
ranged from attracting foreign students to the
parent universities, international teachinglearning experience etc. (EUA, 2013).
The prominent benets of Internationalization of
Higher Education as per the report titled
“Rationale for Internationalization – Analysis of
Benets & Risks by International Association of
Universities (IAU) – 4th Global Survey in 2014”
participated by 131 Countries and 1336
Institutions are Increased International awareness
of students, Improved quality of teaching and
learning, strengthened research and knowledge
production capacity etc. More prominent benets
are described in Annexure-3.
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Jane Knight has tried to demystify the myths of
Internationalization. She lists “Five Myths of
Internationalization” as below:
Ÿ

Myth 1: Foreign Students are agents of
Internationalization.

Ÿ

Myth 2: International reputation is a
proxy for quality

Ÿ

Myth 3: The greater the number of
international agreements/ network
memberships, the more prestigious and
attractive the university to other
institutions and students

Ÿ

Myth 4: The more international
accreditation stars an institution has, the
more internationalized it is and ergo the
better it is.

Ÿ

Myth 5: The purpose of a university's
internationalization efforts is to improve
global brand or standing

Internationalization has varied contextual
meanings and derivations, each Institution should
develop its own perspective of
Internationalization.

THE CASE OF PANDIT DEENDAYAL
PETROLEUM UNIVERSITY (PDPU)
Pandit Deendayal Petroleum University (PDPU)
has been established by GERMI1 as a Private
University through the State Act enacted on 4th
April, 2007. Located in a 100 acre campus near
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Gandhinagar, capital of the state of Gujarat, it
offers various programs in science, technology,
management liberal arts etc. It has been
established with the object of becoming a world
class university with a variety of centres of
excellence supporting the key sectors of the
economy.
The vision of the University is “To Be an
Internationally Renowned & Respected Institution
Imparting Excellent Education & Training Based upon
the Foundation of Futuristic Research & Innovations".
The objectives of the University with respect to
internationalization are:
Ÿ

Ÿ

Ÿ

To create capabilities for upgrading the
infrastructure to global standards for
education, training and research in the
areas related to energy, engineering,
management and liberal studies.
To provide inter-relationship for national
and global participation in the eld of
energy, engineering, management and
liberal studies.
To establish close linkages with industries
to make teaching, training and research at
the University relevant to the needs of the
society at national and global levels.

The concept of Internationalization has been built
into the core of the University's vision, mission
and objectives. The strategy in this direction has
been evolving accordingly.
In the initial phase (2006 to 2009) the University sent
out delegations to prominent universities abroad
for short durations in the eld of petroleum
technology which was the core program of PDPU
at that time. The objectives were:
Ÿ To study the academic programs, processes
infrastructure and and the academic ecosystem
Ÿ

To gain insight into the process of building
world-class university and the eco-system.

This process sensitised PDPU to the process of
institution building, established trust with many
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of the leading institutions abroad; these visits lead
a set of academic collaborations with a number of
universities in the form of Memorandum of
Understanding [MOU].
Ÿ University of Houston, USA
Ÿ University of Tulsa, USA
Ÿ Georgia Tech, USA
Ÿ University of Oklahoma, USA [ under
process]
The second phase of internationalization was
started when the Ofce of International Relations
[OIR] was established on1st December 2009 with a
set of objectives:
Ÿ
Ÿ
Ÿ
Ÿ

Ÿ
Ÿ

To provide international exposure to
students
To develop study abroad programs
To pursue joint research projects with
Universities abroad
To create International learning
environment by inviting faculties from
abroad
To attract international students to long
term and short term courses at PDPU.
Infrastructure sharing with other
international universitie

The rst initiative of the OIR was to provide
'International Exposure' to PDPU students which
materialised in 2010 in the eld of petroleum
engineering with the following universities
Ÿ University of Houston : 34 students
and 1 faculty
Ÿ University of Tulsa
: 25 students
and 1 faculty
Ÿ Oklahoma University : 35 students
and 1 faculty
The initial challenges were understanding the US
visa system, making the program economically
viable, communicating to students and their
parents about the value addition, getting the
Industry sponsors, developing a credit
equivalence system, and host of logistics issues.
The tangible and intangible benets of the
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program can be listed as
Ÿ Sensitisation of the students and faculty
to the academic, research and industry
practices in the United States.
Ÿ Enhanced the self-condence,
perspectives and motivation of the
students
Ÿ Opportunity to explore prospects of joint
research by faculty members.
Ÿ Inculcation of the culture of excellence

among the participants; this was
transmitted across the University
through their talks, actions, results,
orientation.
Ÿ PDPU had developed around 100 student
ambassadors of Internalization.
Based on very positive feedback, the program got
institutionalized as an annual practice. Data for
the subsequent years are tabulated below:

Table 2: Details of the Interna onal Exposure Program
Year

No of participants from each discipline@

University

Petroleum Engg
2012

2013

University of Houston, USA

31 + 1

University of Tusa, USA

16 + 1

University of Houston, USA

33 + 1

University of Saskatchewan, Canada

General Engg

40 + 1

Seneca College, Canada

17 + 1

University of Saskatchewan, Canada.
2014

42 + 3 + 2

University of Wollongong, Australia

12 + 2

University of Oklahoma, USA

24 + 1

Technion University

10 + 1 from across all disciplines

University of Saskatchewan, Canada
2015

Lamar University, USA
2016

43 +2

University of Wollongong, Australia
University of Oklahoma, USA

Liberal Studies

30 + 2
24 +1
40 +2

Washington & Jefferson College, USA

25 +2

Sacred Heart University, USA

45 +2

Source: PDPU @While including the number of par cipants a+b+c for mat is followed; a,b and c represent number of
students, faculty and staﬀ respec vely.

The spin-off effect of the IEP are [a] PDPU found it
easier to get access to prestigious international
universities for admission to higher studies; [b]
exposure to international best practices enabled
PDPU students to plan their career progression
better; and [c] joint-research programs became
very common among PDPU faculty members.
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Hence, IEP has evolved from one course program
anchored at one nation and was diversied to
discipline specic program aligned with
respective country. This diversication lead to
various versions of Internationalization being
created as per the respective experiences hence
ensuring that International culture being built in
the campus is not having a singular facet and must
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be multi-faceted. The major outcomes of the
program over the years has been as per the
expectations, namely:
Ÿ

PDPU students getting International
admissions in prestigious international
universities with scholarships

Ÿ

PDPU students with exposure to
International best practices are able to
prepare and decide best career
progression paths for themselves

Ÿ

Visiting faculty members have resulted
in joint research publications

Based on the experience of IEP, OIR reworked its
strategy for internationalization constituting three
major elements. Fig-1 is a diagrammatic
presentation of this. Further description of the
strategy is given in the ensuing paragraphs.

Figure 3: Current Strategy of OIR. Source: PDPU

INSTITUTIONAL CENTRIC
ACTIVITIES
The object of this stream of initiatives is to foster
International partnerships with various
stakeholders from Industry and Academia and
nurture transformative global opportunities and
programmes. Some of the major initiatives in the
recent past are:
Ÿ

India US roundtable on Educational
Collaborations

Ÿ

India Australia partnership on
Education, Energy and Trade
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Ÿ

India Singapore Economic Relations

Ÿ

India Canada roundtable on Energy,
Education and Entrepreneurship

Ÿ

India Japan roundtable on Investment
opportunities in Solar Energy

Ÿ

Experience Sharing of Raising Resources
for Internationalization along with
Institute of International Education (IIE)2

Ÿ

India Britain roundtable on Power sector
reform and renewable energy
development

The collaboration with IIE facilitates networking
with international institutions with the objective
of advancing international and access worldwide.
Partnership with British Council, NUFFIC and
other International Education associations and
Consulate ofces of partner countries enables
PDPU to host the educational delegations and
facilitate interaction with PDPU students and
faculties. The above initiatives generate
tremendous interaction with institutions, visiting
dignitaries, faculty and students thus nurturing
high level of awareness, familiarity, credibility
and learning opportunities.
PDPU has been signing MOUs with prominent
institutions on a selective basis with a view to
enhance academic collaborations to the next
higher level. Initially these were happening in the
area of petroleum engineering; later on it spread to
general engineering area as also to the liberal
sciences area.

STUDENT CENTRIC ACTIVITIES
Students form the core of any university and hence
the core of internationalization program too.
Initiatives of student centric activities have been
taking the following formats
Research Internships
Initially the attempt was to organize shortduration research projects; this took the format of
summer schools and summer internships. The
time and duration had to be aligned with the
academic calender at PDPU. University of
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Manitoba, Canada was on of the earliest
universities with which PDPU worked in the early
stages. Faculty members dened the projects and
students were selected based on academic
capability. The tangible outcomes of these projects
were the self-condence that students gained in
planning and executing the projects.
Travel Grant Policy:
In 2012, PDPU started Travel Grant policy (on the
lines of the policy IIT Bombay) to support
nancially the travel expenses of meritorious
students in connection with paper presentations
and taking research projects. Till the beginning of
2016, 250 students have taken advantage of this
policy; majority of these students have applied
and have got selected for their higher studies in
International Universities.

managed in alignment with the policy of the
government of India and its policies. Currently
around 20 International students are pursuing
their full time courses at PDPU.
Study in India:
This is an initiative to encourage short duration
program at PDPU. Together with IIE another
program titled Generation Study Abroad has
been initiated in 2015 for US / International
students. Some of the specialized programs
developed by PDPU under these initiatives are:
Ÿ

Indian Heritage and Modernity (using
art forms, media, lmwork);

Ÿ

Working in a Cross Cultural context
considering People, Behaviour and
Communication;

Ÿ

Discovering India through Rural- Urban
perspectives;

Ÿ

Conict Resolution: Gandhi's Non
Violence way;

Ÿ

Understanding Indian Business
Framework;

Ÿ

India's World View;

Ÿ

Socio- Economic & Political Dynamics in
India;

Ÿ

Gender, Technology & Development in
India;

Ÿ

Sustainable Development Goals;

Ÿ

India's Culture for Climate Friendly
Sustainable Practices

AIESEC Activities:
AIESEC4 has been on the forefront of nurturing
leadership, cross-cultural understanding and
international relations. PDPU decided make it
accessible to its students; students of the School of
Liberal Studies took to it very fondly. Till 2016
nearly 400 inbound students have been hosted by
PDPU while 100 outbound students from PDPU
have visited many countries to participate in
community development internships. The
average internship durations has been 4 to 6
weeks.
International Admissions:
Admitting international students is one of the
elements of the process of internationalization.
PDPU has partnered with Direct Admissions of
Students from Abroad (DASA), a scheme of
Ministry of Human Resources Development,
Government of India for admission of
International students. To ensure more inclusive
approach PDPU has been offering tuition waivers
for students belonging to SAARC and African
Nationalities. PDPU has built a world class hostel
block for international students. PDPU had also
partnered with EdCIL India limited, a body under
Ministry of Human Resources Development,
Government of India for International
Admissions. International Admissions are
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The rst PDPU Study in India program was
undertaken with Edith Cowan University, Perth,
Australia in the area of Psychology. The objective
of the program was to understand how Indian
Culture and Social Values affected Indian
Psychology. The program had 13 students and 2
faculty members for a duration of 2 weeks at the
University campus.
International Scholarships
PDPU and Memorial University of New
Foundland, Canada had jointly applied and
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received The Canadian Queen Elizabeth II
Diamond Jubilee Scholarship for one male student
and one female student for Masters of Arts in
Gender Studies. The Scholarship aims to activate a
dynamic community of young global leaders
across the Commonwealth to create lasting
impacts both at home and abroad through intercultural exchanges encompassing international
education, discovery and inquiry, and
professional experiences. The scholars will receive
support to pursue full master's degrees at
Memorial University.

FACULTY CENTRIC ACTIVITIES
Faculty are the catalyst in any university; their role
is signicant in the process of internationalization
also. The programs designed to nurture and
enable the faculty in this process are:
Research Partnerships:
PDPU has developed Research partnership with
IC-IMPACTS5 and is working with the Integrated
Water Management team of IC-IMPACTS. The
project is part of the larger mission of testing the
new technologies in rural community setting and
making them reach the larger communities in the

hinterlands of India. The faculty and the students
of Department of Public Administration, School of
Liberal Studies are actively involved in the project
work. Also the collaboration is facilitating the
meritorious students to undertake Summer
Research Internships.
International Faculty:
Internationalization is incomplete without
facilitating the visit and teaching by international
faculty. PDPU in association with partner
universities arrange for the visit of international
faculty for short durations when they teach
specied courses or topics. This facilitates
familiarisation, enhancement and benchmarking
of the pedagogy to global level.
International Paper Presentations:
PDPU has modied its HR policy to facilitate its
faculty to present papers in international
conferences. The policy provides adequate
nancial support buject to eligibility criteria and
budgets. This enables the faculty to benchmark
their capabilities with their colleagues in the
global arena.

END NOTES
1. Gujarat Energy Research and Management Institute [GERMI] is a non prot organisation initiated by Government of India to
pursue research and education in the eld of energy studies.
2.

The Institute of International Education is a non-prot organisation registered in New York, USA. It focuses on international
student exchange, aid, foreign affairs, international peace and security. Its mission is “advance international education and access
worldwide”.

3. NUFFIC is a Netherland organisation for international cooperation in higher education. It enables professionals and scholars from
51 countries to access specied programs in a set list of universities. By aligning with this organisation, scholars from PDPU can
access the specied programs in those specied universities.
4. AIESEC is an international, non-government, non-prot organisation that provides young people with leadership development
and cross-cultural global leadership global internship and volunteer exchange experience across the globe with focus to empower
young people so that they can make positive impact on society. The organisation is spread in 126 countries with more than 75,000
members.
5. IC-IMPACTS (the India-Canada Centre for Innovative Multidisciplinary Partnerships to Accelerate Community Transformation
and Sustainability) is the rst, and only, Canada-India Research Centre of Excellence established through the Canadian Networks
of Centres of Excellence (NCE) as a new Centre dedicated to the development of research collaborations between Canada and
India. Built upon the vision of three of Canada's leading research universities – The University of British Columbia, the University
of Alberta, and the University of Toronto – IC-IMPACTS is a pan-Canadian Centre bringing together researchers, industry
innovators, community leaders, government agencies, and community organizations from across India and Canada, to work handin-hand to nd solutions to the key challenges that affect the quality of life of millions of people in Indian and Canadian
communities. The research consortium has around 15 Canada Higher Education / Research Institutions and around 20 Indian
Higher Education / Research Institutions.
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Annexure 1: Top 10 des na ons of Indian Students: 2005, 2008 and 2012
2005
Country

2008
Number

Country

2012
Number

Country

Number

USA

84044

USA

94664

USA

97120

Australia

20515

Australia

26520

UK

29713

UK

16685

UK

25901

Australia

11684

UAE

6684

Russian Fed.

4314

Canada

8142

landGermany

4339

New Zealand

4094

UAE

7310

Canada

2829

Germany

3257

New Zealand

7248

New Zealand

1563

Canada

3219

Germany

4312

Kazhakhistan

1003

Ukraine

1785

Russian Fed.

3351

Ukraine

957

Cyprus

1076

Ukraine

2516

Malaysia

8285

Malaysia

1065

France

1955

Worldwide

146267

Worldwide

176881

Worldwide

189472

Source: UNESCO Ins tute of Sta s cs (UIS)

Annexure 2: Ra onales of Interna onaliza on at Public University
•Interna onal Research
Collabora on and
Partnership
•Interna onal
demension teaching /
learning

•Diversity of campus with
interna onal researchers
and students
•Establishing interna onal
campuses

•Genera ng revenue by
tui on fees
•Genera ng revenue by
selling research products

Research Academic
Purposes

EconomicFinancial
Incen ves

Visibility Proﬁle
Status

Sociopoli cal
Intensions
•Immigara on and human
resource development
•Brain Drain / Gain
balance

Figure 5.1: Ra onales of Interna onaliza on at Public University
Source: Khorsandi, Ali Taskoh, (2014)
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Annexure 3: Analysis of Beneﬁts by Interna onal Associa on of Universi es (IAU) 4th Global Survey in 2014
Increased Interna onal Awareness of Students
Improved Quality of teaching and Learning
Strengthened research and knowledge
produc on capacity
Enhanced Interna onal Coopera on and
capacity building
Enhanced Interna onaliza on of the curriculum
Enhanced pres ge / proﬁle for the ins tu on
Increased interna onal networking by faculty /
researchers
Increased / Diversiﬁed revenue genera on
Benchmarking ins tu onal performance
according to interna onal prac ce
Other

Source: Interna onal Associa on of Universi es (IAU) 4th Global Survey

Annexure 4: Top priority for Interna onaliza on: European University Associa on Membership
Consulta on paper 2013
What is your ins tu on’s top priority for interna onaliza on? (1 Choice)

Generally, A rac ng Students from abroad at all
levels
Interna onaliza on of learning and teaching
Providing our students with more opportuni es
to have a learning experience abroad
Developing strategic research partnerships with
other ins tu ons
A rac ng graduate students from abroad
Crea ng an interna onal environment for our
students / “Interna onaliza on home”
Developing strategic partnerships with other
ins tu ons regarding teaching and learning
Improving our posi on in na onal and
interna onal rankings
A rac ng researchers and staﬀ from abroad
Helping to build the capacity of partners in
developing regions
Providing our staﬀ with opportuni es to go
abroad

Source: European University Associa on Membership Consulta on Paper 2013
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Microﬁnance in India with Special Reference
to SHG - Bank Linkage Programme
Dr. Yogesh C. Joshi & Dr. Riddhi Dave
Abstract
Poverty alleviation has been the foremost goal India is striving to achieve and microfinance has contributed significantly towards
this goal by providing the poor with improved access and efficient provisions of savings, credit, insurance and other financial and
non financial services. Though, Microfinance as a model appeared late on Indian Scene, it was already present and operational
at an ideological level. However, the last decade has seen the Indian Microfinance Sector experiencing phenomenal growth
and enshrining the ideology of financial inclusion. The robustness and potential of the sector is acknowledged by the policymakers; this is evident from RBI upgrading eight Small Finance Banks and one MFI into full-fledged universal banks. Behind the
success of the microfinance sector in India lies the strong SHGs (Self Help Groups)- Bank Linkage Program/ Model which relies on
the prudence and strength on Indian banking system and the potency of the SHGs. The SHG-Bank Linkage program was initiated
by NABARD in 1992. The paper shows the growth of program, its savings and access to credit across years and across
geographical regions of the nation.
Keywords: Microfinance, Self Help Groups-Bank Linkage Program, NABARD, Loans to Savings Ratio

INTRODUCTION
Poverty alleviation has been the foremost goal
India has been striving to achieve. The
contribution of micronance in achieving poverty
reduction in India till now has been noteworthy. A
major contribution of the micro-nance has been
providing the poor with improved access and
efcient provisions of savings, credit, insurance
and other nancial and non nancial services.
Micronance has assisted the poor by providing
needed nances and also by helping them in
developing markets for their products and by
lucratively marketing their products and thus has
turned them into successful micro entrepreneurs
which helped them in escaping poverty.
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Micronance through Self Help Groups (SHGs)
has shown the vigor of economically empowered
women in achieving poverty alleviation and thus
has enhanced their stature not only economically
but also socially in our male dominated society.
Very often, the terms microcredit and
micronance are used interchangeably. However,
while micro credit refers to purveyance of loans in
small quantities, the term micronance has a
broader meaning and covers in its realm other
nancial and non-nancial services such as
savings, insurance, guidance, skill development
training, capacity building and motivation to start
income generating activities to enhance the
productivity of credit. The taskforce on Policy and
Regulatory Framework for Micronance has
dened micronance as “Provision of thrift, credit
and other nancial services and products of very small
amounts to the poor in rural, semi-urban or urban areas
for enabling them to raise their income levels and
improve living standards”. The term “Micro”
literally means “small”. But, the task force has not
dened any amount. However, as per Micro
Credit Special Cell of the Reserve Bank of India,
the borrowing amounts up to the limit of Rs.
25,000/- could be considered as micro credit

products and this amount could be gradually
increased up to Rs.40,000/- over a period of
time.–As per international perceptions a standard
for South Asia roughly equals to $500. (Das
Lipishree, 2012).
Micronance enables access to a wide range of
nancial services to people who have little or
nothing in the way of traditional collateral. It helps
them to build up assets, survive crises and to
establish small business to come out of the trap of
poverty. This innovative program is reaching the
poor people especially women and has an impact
on their socio-economic development as well as
their empowerment. It is becoming popular and
emerging as a powerful instrument for poverty
alleviation in many countries of Asia, Africa,
Europe and America especially Latin America.
Though, Micronance as a model appeared late on
Indian Scene, it was already present and
operational at an ideological level. Its
manifestation on Indian landscape has been
evolutionary rather than revolutionary. However,
'Micronance' as an ideology started gaining its
distinct identity with success of programs and
model adopted by SEWA bank. The further
initiatives in this direction by National Bank for
Agriculture and Rural Development, Rashtriya
Mahila Kosh and Small Industries Development
Bank of India strengthened the micronance
concept and its ideology. The success of Self Help
Group (SHG)-Bank Linkage Program proved that
foray of banks, especially commercial banks can
make it more robust and credible.
NABARD, during the early eighties, conducted a
series of research studies in association with
MYRADA (a leading NGO from South India) and
also independently which showed that despite
having a wide network of rural bank branches that
implemented specic poverty alleviation
programs and self-employment opportunities
through bank credit for almost two decades, a
very large number of the poor continued to remain
outside the fold of the formal banking system.

These studies also showed that the existing
banking policies, systems and procedures, and
deposit and loan products were perhaps not well
suited to meet the most immediate needs of the
poor. It also appeared that what the poor really
needed was a better access to these services and
products, rather than cheap subsidized credit.
Against this background, a need was felt for
alternative policies, systems and procedures,
savings and loan products, other complementary
services, and new delivery mechanisms, which
would fulll the requirements of the poorest,
especially of the women members of such
households. The launching of its Pilot phase of the
SHG (Self Help Group)-Bank Linkage program in
February 1992 could be considered as a landmark
development in banking with the poor and new
saga in the chapter of poverty alleviation. The
small beginning of linking only 500 SHGs to banks
in 1992, had grown to over 0.5 million SHGs by
March 2002 and further to around 8 million SHGs
by March 2015.1 Within the Indian banking sector
consisting of Cooperative banks, Regional Rural
banks (RRBs) and Commercial banks, the
contribution of commercial banks has been
highest under SHG-Banking model so far; it has
been more than combined contribution of the
Cooperative banks and RRBs.2
The following are the key statistics under
SHG - Bank Linkage Program as on March,
2015

Ÿ The number of SHGs with savings
with Banks - Rs. 76.97 Lakh
Ÿ Total saving amount of SHGs linked
with Banks - Rs. 11060 Lakh
Ÿ Total number of SHGs with loans
outstanding with Banks - Rs. 44.68
Lakh
Ÿ Total loan amount outstanding - Rs.
51, 545 Lakh
Ÿ Total Number of SHGs credit linked
during 2014-15 - Rs. 16.43 lakh
Ÿ Total amount of loans disbursed
during 2014-15 - Rs. 30,334 Crore3

1

Report of NABARD on status of Micronance in India 2015
Reports of NABARD on status of Micronance in India 2007 - 2008 to 2014 - 15, Mumbai.
3
Report of NABARD on status of Micronance in India 2015
2
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REVIEW OF LITERATURE
Robinson Marguerite (1996) denes micronance
as small scale nancial services provided to the
people who work in agriculture, shing and
herding; who operate small or micro enterprises;
who provide services; who work for wages or
commission; and other individuals and groups at
the local level of developing countries, both rural
and urban. In succinct she says Micronance is a
type of nancial service provided where the unit
size of transaction is small, micro in nature,
typically lower than the average GDP per capita of
the nation, although the denition varies from
country to country.
Rutherford (2003) (as cited in Montgomery and
Weiss, 2005) reveals the two different ideologies in
the eld of Micronance: one propounded by the
Grameen Bank of Bangladesh and the other
propagated by the Banco Sol of Bolivia in Bolivia,
Latin America. He says modern micronance was
born in Bangladesh in the 1970s, in the aftermath
of the country's war of independence, when
Muhammad Yunus, an economics professor at the
University of Chittagong, began an experimental
research project providing credit to the rural poor.
That experiment, driven by a strong sense of
developmental idealism, developed into what is
now the world's most famous Micronance
Institution, the Grameen Bank, and institutions
that replicate its pioneering methodology
worldwide.

less concerned with poverty and more focused on
Micro-Enterprise. It targeted the poor people with
established businesses that needed capital to
grow. From the start, Bolivian Micro credit was
itself seen as a business, potentially as a branch of
commercial banking.”
Srivastava, P and Basu, P (2000) have done work
on micronance sector in India. Their work
reveals various ndings. Prominent of them
being, the Indian economy provides scope for the
co-existence of diverse approaches to
micronance; private sector micro nanciers need
to acquire greater professionalism; the
Government can help by providing a exible
architecture for micronance innovations
including a more enabling policy, legal and
regulatory framework; the medium-term strategy
to scale-up access to nance for the poor should be
to 'graduate' micronance clients to formal
nancial institutions. They further say that among
various micronance models SHG-Bank Linkage
model seems to be the most successful and
sustainable however its outreach remains modest.

OBJECTIVES OF THE STUDY
The objective of the study is to analyze the impact
of the SHG-Bank Linkage Program by evaluating
savings of SHGs with banks and availability of
credit to SHGs by Banks, the geographical spread
of the program and sustainability of the model.

RESEARCH METHODOLOGY:
On the other hand, he says, micronance in Latin
America developed under quite different
conditions. In Bolivia, a collapsing populist
regime led to widespread unemployment. Banco
Sol, a pioneering Micronance Institution in the
region, developed to address the problem of urban
unemployment and provide credit to the cashstrapped informal sector. The notion of
commercial protability was embraced relatively
early in this approach. As a result of the different
conditions under which the very rst
Micronance Institutions (MFIs) were founded,
the industry in the two regions developed
distinctive characteristics. In his words “By
comparison with Bangladesh, the Bolivian
intervention was typically urban rather than rural,
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The data has been taken from reliable secondary
sources especially from reports on micronance
published by NABARD for various years and the
data has been compiled and analyzed
systematically to serve the purpose of the
research. Apart from this personal visits to the
ofcials pertaining to the eld have also been
made to understand the program under study. So,
our research methodology is a combination of
secondary and primary data and inputs.
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FINDINGS
1.

Chart 2.1: Loans to SHGs by Indian Banks

Savings of SHGs under SHG - Bank Linkage
Program

35000

30333

30000
25000

The savings of SHGs held at Indian Banking
System has been increasing over the years except
for a marginal decline in the year 2011-12. As of
March, 2015, the saving of SHGs with Indian
banks turn out to be Rs. 11060 crore- 12% more
than the previous year. The following chart shows
the trend from the year 2009-10 to 2014-15.
Chart 1.1: Savings of SHGs with Indian Banks
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(Source: NABARD)
It is also important to consider average saving per
SHG with Indian Banks. The average saving per
SHG amounts to Rs 14370 as of March 2015 which
is also increasing over the years except for the year
2011-12. The following chart depicts the trend.

Bank Loan to
SHGs (in Rs
Crores)
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20000
14859

13321
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5000
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8915
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(Source: NABARD)
It can be very well seen from the chart that SHGs
are availing more and more loans from banks and
the amount of loan given by banks to SHGs in
2014-15 is more than double of the loans given in
2009-10 which not only shows that SHGs are
getting better nancial accessibility but also shows
the business viability of lending to SHGs for
banks.. Not only that average loan disbursed per
SHG is also showing the rising trend which can be
seen in the graph below.
Chart 2.2: Average Loan Amount disbursed
per SHG by Indian Banks
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Chart 1.2: Average Savings per SHG with
Indian Banks
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It is also important to know the SHG loans
outstanding in the books of Indian banks. The
following chart shows the same.
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Chart 2.3: SHGs Loans Outstanding in the
Books of Indian Banks

2. Disbursal of Loans to SHGs by Banks
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Indian banks are not just enabling the SHGs in
inculcating the habit of thrift and creating pool of
savings but are also providing credit to them
which is perhaps the greatest hurdle faced by
poor. The following graph depicts loans given by
Indian banks to SHGs each year from 2009-10 to
2014-15.
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It can be seen from the graph that SHGs loans
outstanding in the accounts of banks are
increasing and the same stands at Rs. 51545 crores
as on March,2015 and it is obvious as loans
disbursed to SHGs are increasing on year on year
basis. The chart below shows average per SHG
loan outstanding.
Chart 2.4: Average per SHG Loan
Outstanding in the Indian Banking System
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the years except for 2011-12.Howerver, post 201112 as can be seen in the graph the ratio was again
brought in the range with average loans to savings
ratio over the years from 2009-10 to 2014-15
turning out to be 4.72.
3.

Regional Penetration of SHG - Bank Linkage
Program

One of the objectives of the paper is to nd out the
region-wise penetration of banks linked SHGs in
India and their savings and loans with the Indian
banking system. The following table shows the
same.
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Table 1: Region - wise Penetra on of Banks
linked SHGs
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Through the research it was also gathered that
Indian banks have been quite prudent by
maintaining consistent loans to saving ratios as
shown below in the graph.
Chart 2.5: SHGs Loans to Savings Ra o
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As can be seen from the graph the southern region
dominates in respect of number of SHGs linked
with banks and their savings and loans
outstanding followed by the eastern region. It is
clear from the above table that SHG-Bank linkage
model is present and working successfully in all
the regions of India and is dominated by the
southern region and hence there exists need and
scope to expand its reach in other regions.

(Source: NABARD)
It is widely acceptable fact that consistent and
reasonable loans to savings ratio is must for the
viability and survival of any nancing institute.
Indian banks can be lauded for achieving the same
as the ratio hovers in the range o 4.34 to 4.79 over
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It is very crucial to know how SHGs in different
states of India are able to save and get loans. The
following table shows the state-wise savings,
loans outstanding of SHGs with Indian banks and
loans to savings ratio as on 31st March, 2015.
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Table 2: State-wise Savings, Loans Outstanding and Loans to Savings Ra o SHGs with Indian Banking System as on
31st March, 2015

States
A & N Islands
(UT)
Andhra Pradesh
Arunachal
Pradesh
Assam

Savings
( Rs Lakh)

Loans Outstanding
(Rs Lakh)

Loans to Savings
Ratio

125

595

4.75

262950

1590093

6.05

256

335

1.31

9943

61754

6.21

Bihar

29667

102676

3.46

Chandigarh

4

93

22.05

Chattisgarh

17954

23688

1.32

Goa

1199

2969

2.48

Gujarat

17543

42487

2.42

Haryana

3651

22641

6.20

Himachal Pradesh

2649

11273

4.26

Jammu & Kashmir

378

1121

2.96

Jharkhand

8493

37646

4.43

Karnataka

130241

592752

4.55

Kerala

64525

223672

3.47

Lakshadweep

649

4

0.01

Madhya Pradesh

23902

58613

2.45

Maharashtra

90381

153282

1.70

Manipur

197

1004

5.10

Meghalaya

863

1318

1.53

Mizoram

313

1407

4.50

Nagaland

273

956

3.50

New Delhi

695

961

1.38

Odisha

49704

189705

3.82

Puducherry

1559

7101

4.56

Punjab

2235

9862

4.41

Rajasthan

14379

108019

7.51

Sikkim

231

615

2.66

Tamil Nadu

103457

621755

6.01

Telangana

98761

828591

8.39

Tripura

946

4819

5.09

Uttar Pradesh

35476

153246

4.32

Uttarakhand

5038

13068

2.59

West Bengal

127348

286424

2.25

Total

1105984

5154547

-

(Source: NABARD)
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As revealed by the table SHGs in Andhra Pradesh
have the highest savings – Rs 2630 crores,
followed by SHGs in Karnataka with savings of Rs
1302 crores. SHGs in Chandigarh are having the
lowest savings which stands at Rs 4 lacs. Besides,
SHGs in Andhra Pradesh have the highest amount
of loan outstanding at Rs 15900 crores followed by
Telangana at Rs 8286 crores and Tamil Nadu at Rs
6218 crores. It can be clearly seen from the table
that both the savings and loans are dominated by
Southern Region ( especially the state of Andhra
Pradesh.)
It can be seen from the table that the SHGs in
Chandigarh have abnormally high Loans to
savings ratio standing at 22 and such a high ratio
demands investigation at policy level. All other
SHGs in the rest of the states have loans to savings
ratio ranging from almost nil to 8, with average
loans to savings ratio of SHGs in all the states
coming out to be 4.66.
4. Bad Loans under SHG-Bank Linkage
Programme
There is no doubt that SHG- Bank Linkage Model
is working quite successfully and improving lives
of the poor by providing them access to nance
facilities. However, it is also important to nd
sustainability of the model with respect of Non
Performing Assets as a percentage of loans given
by banks.
Chart 4: Trend in NPAs of SHGs as a
Percentage of Loans

As can be seen in the graph above, the gross NPAs
of SHGs are continuously rising year after year
except for marginal decline in 2013-14 compared
to previous year. This trend of rising NPAs
warrant a cause of concern and must be addressed
with prudence and vigilance without forgetting
the heart of micronance ideology enshrined by
the SHG-Bank linkage Programme.
CONCLUSION AND WAY FORWARD
Micronance revolution has proved that poor
really need a better access to the nancial services
and products rather than just cheap subsidized
credit. The Self Help Groups- Bank Linkage
Program in India has proved it to be the best
micronance program by facilitating sustained
access to nancial services to the poor through
various products and delivery channels in a cost
effective and sustainable manner. The model has
inculcated the saving habits among the poor and
has also enabled them to meet their nancial
decits by providing timely and hassle free credit
and has thus championed the cause of nancial
inclusion. The program is working successfully
however to reap its benets to the fullest its reach
should be enhanced in the states where the model
is not much penetrated. Apart from this, the SHGBank Linkage Program has not just helped the
poor in fullling their dreams but also has been a
viable business opportunity for banks and thus
has proved to be a win-win situation for both the
SHGs and banks however the trend of rising NPAs
is a matter of concern and warrant suitable actions
to let the program ourish.

(Source: NABARD)
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Case
The Fable of Kingﬁsher Airlines
Yasmeen Pathan, Mansi Vahia & Arvind Rajshekar
Abstract
Vijay Mallya, the flamboyant liquor baron of India, left the country on 2nd March 2016 owing more than $1bn in unpaid debts.
Once nicknamed 'India's Richard Branson' he had gone to London, leaving creditors with massive unpaid loans. He has been
tagged as a willful defaulter by two nationalized banks. Before leaving he stepped down as the chairman of United Spirits, the
Indian arm of Britain's beverage giant, Diageo following allegations of financial lapses. He was the chairman and managing
director of “Kingfisher Airlines” and was known as the “King of Good Times” before 2012 after which the airlines collapsed leaving
many workers unemployed and huge amounts of unpaid bills. He diversified into the aviation business by 2005 following the
success of his beer and spirits conglomerate “United Breweries” in the 2000s. Kingfisher was the name of his best known beer from
the beverage business. The airline was grounded in 2012 having never made a profit during its short stint in the aviation sector from
2005. The self crowned “King of Good Times” had fallen on hard times.

THE MAKING OF THE MALLYA
EMPIRE
The United Breweries Limited was founded in
1915 in Madras by a Scotsman – Mr. Thomas
Leishman. UBL manufactured and sold only bulk
beer for troops of both the world wars. It was a
classic case of role reversal – India being
introduced to this 'exotic' brew and in turn
becoming its major exporter. Vittal Mallya was
elected as one of the rst Indian to be on the Board
of Directors of UBL in 1947; he became the
Chairman of UBL within a span of one year. In
1951, UBL added wines and spirits to its product
cabinet when McDowells became its rst
subsidiary.
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The company became the rst to manufacture
Indian substitutes of foreign liquor which gave
rise to a new term – Indian Made Foreign Liquor
(IMFL).
Vittal Mallya was a man of simplicity with an
excellent acumen for number-crunching and
consequently to accounting, which helped him
create the UB group over a period of time. With
sharp business acumen, foresight and dedicated
efforts, he acquired a host of breweries in 1952 and
set up new ones in Kerala, Andhra Pradesh, Goa
and Bihar. He moved on to the business hops (a
crucial input for beer) by getting two acres on lease
from the Kashmir Government to start a nursery
and further distributing hops seedlings to
Kashmiri farmers. This gave him effective control
of the beer industry's most vital ingredient.
The group then diversied into agro-based
industries by acquiring Kissan Products from
Mitchell Bros in the year 1950 and the
pharmaceutical industry by forming a long term
relationship with Hoechst AG of Germany to
create the Indian pharmaceutical company known
as Aventis Pharma. Then through Cadbury
Schweppes (International associates of Kissan
Products), he moved on to the board of Cadbury
India, to become its chairman a few years later. He

also became the chairman of the Indian Sewing
Machine Company and Malayalam Plantations
(Tea and Rubber Company) and the director of
Bush Boake Allen. Other important acquisitions
included Hindustan Polymers and Mysore
Electro-Chemical Works.
Vittal Mallya in all controlled 10 breweries and 14
distilleries, seven food-processing companies, six
investment companies, two small packaging
units, three drug rms, soft drinks bottling plants,
a battery unit and one styrene company, while
heading a handful of other companies even
though he did not have controlling interest.
Business rivals charged him with reveling in the
unethical practices of the liquor industry and
maximizing prots by making whisky from
molasses instead of malt – the former process
allegedly costs 5 percent of the latter, but the
resultant whisky is far more harmful to health.
But, his employees talked of his regard for
professionalism, his stress on quality, willingness
to give managers elbow room and his
scrupulously clean business practices.
A Mangalorean by birth, Vittal Mallya lead a clean
and simple life, desires privacy, drove his own
Fiat to work (though he owned a Mercedes),
preferred staying in less grandiose hotels, used to
drink but sparingly – rather preferred to be a
workaholic and had neither refurnished nor
carpeted his old ofce. Till his death in 1983,
Mallya remained the idol of millions who adored
him for his tenacity in understanding people both
rich and poor.

PASSING OF THE BATON
In the 80s Vittal Mallya started handing over the
breweries business of the group to his son, Vijay
Mallya. The sudden demise resulted in an equally
sudden handover of the baton to the Junior
Mallya. Decades later, the road where the UB
Head Quarters was located in Bangalore, was
renamed as Vittal Mallya Road as a betting
tribute the illustrious leader.
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VIJAY MALLYA - THE CHAIRMAN
Under Vijay Mallya's Chairmanship, the group
grew into a multinational conglomerate of over 60
companies, with an annual turnover which
increased by 64% over 15 years to US $ 11 billion in
1998-1999. He consolidated the various companies
under an umbrella called the 'UB Group' by
spinning off non-core and loss-making businesses
and focused on the core business of alcoholic
beverages.

THE POST 1991 SCENARIO
Till 1991, the doors of the Indian aviation sector
were closed to foreign investors. In 1991, when
Government of India threw open the doors of a
moribund Indian public sector economy, several
enterprising businessmen came forward to
participate in India's development. Domestic
aviation sector was solely operated by Indian
Airlines, an ailing public sector company. A
dynamic civil aviation minister Madhav Rao
Scindia opened the sector to competition by
modifying the Air Corporations Act, 1953;
Licenses were given to “Air Taxi Operators
[ATOs]” as the private operators were called. The
players as well as the government were new to the
game of a competitive market; the regulatory
mechanism was slow in learning and perhaps the
leading player, Indian Airlines, had a major say in
most of the rules regulations and the decisions of
the regulator namely the DGCA [Director General
of Civil Aviation].
Many new companies entered the arena as ATOs:
East West Airways, Jet Airways, Damania
Airways, NEPC Airlines, Modi Luft, Air Sahara
etc were some of the leading ATOs of the time.
Major market share continued to be with Indian
Airlines. Most of the ATOs were operating with
leased aircrafts, senior executives hived off from
the Indian Airlines and fresh hands for all junior
levels. Presence of a number of players in the
market brought about vibrancy in the market in
terms of quickness of response to customer needs,
competitive pricing, quality of services etc. But
then the euphoria did not last very long.
Successful operation of an airline needed deep
pockets, a variety of routes, good occupancy in the
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ights they operated etc leading to economy of
scale in operations. Only limited routes were
offered to the ATOs where almost every body
competed; this adversely affected the occupancy
levels. Airport duties and charges were not
designed proactively to help the growth of the
ATOs; so they also impacted the economics of
operation of the ATOs adversely. Promotion of the
services needed signicant advertisement
budgets. The era of internet was just emerging and
so most of the ticketing process was through the
network of travel agents. All these made the
operation of ATOs nancially very delicate and
the result was that many of the ATOs bowed out of
the scene. By late 1990s only few survived: Jet
Airways and Sahara Airlines were prominent
among the survivors. In 2003, Capt G R Gopinath
oated India's rst low-cost airlines called Air
Deccan which had its base in Bangalore.
@The debut was made by “Damania Airways”
which was carrying around 2 lakh passengers in
1992 and accounting for around 2 per cent of the
total trafc. But it started facing the heat soon with
dwindling sources of capital, lack of skilled
availability of manpower, government's policy on
'no advertisements' for ight schedules or hiring
of pilots from state owned carriers. It became
increasing difcult for them to raise money.
Finally in 1995, Damania had to sell its brand and
aircrafts. The legacy still continues today with Air
Carriers like Spice Jet, Kingsher, Jet Airways and
others facing turbulent times.

THE LAUNCH OF KINGFISHER
(2005)
Kingsher Airlines [KFA] was launched in May
2005 with lot of fanfare by Vijay Mallya as a
premium brand among the airlines. It was the rst
airline in India to offer TV screen to every
passenger. Vijay Mallya claimed that the
promoting Kingsher Airlines meant promoting
the brand of Kingsher; this indirectly meant
promoting the brand of the liquor which
otherwise could not be advertised due to statutory
restrictions. KFA competed against Jet Airways
and other premium airlines, not with Air Deccan
which was a low-cost airline. In 2006, IndiGo was
launched by InterGlobe Aviation Ltd. IndiGo was
Volume 2, Number 2 | October, 2016

not promoted as a premium airline; its pricing was
in the medium range and it emphasized more on
quality of service and punctuality. Exhibit 2 shows
the market share in terms of passengers carried. It
can be noted that IndiGo has the highest market
share while Kingsher is grounded since end of
2012. Mallya once quoted that Kingsher is in
hospitality business and not transportation. The
USP of the air line was “Glamour”. It was
personication of Vijay Mallya himself. The
launch was not only a high ier event with all the
top notch people (atleast in Bangalore) attending it
but it was aggressive in terms of offerings in a quest
to grab the market share of rival brand Jet
Airways. Mallya also wanted to y overseas
which was only possible for airlines which were
ying domestic for at least ve years. He made a
bid for Air Sahara in 2006 but was not successful.
Jet Airways acquired it and renamed it as JetLite.
Later in 2007 Mallya made a decision to buy India's
rst low fare carrier Air Deccan, promoted by G.R.
Gopinath, which had the largest network at that
time. Kingsher merged with Deccan Aviation
limited in 2008 and rebranded it as Kingsher Red
later. International operations began in 2008 with
Kingsher's maiden ight from Bengaluru to
London.

The Operations (2005-2012)
The airline had barely ran for seven years before it
was nally grounded after authorities suspended
its license to y on safety concerns. With
accumulated debts exceeding $2bn, KFA was
stressed and could no clear pressing liabilities
including employee-salaries. The agitated
captains, the crew members, the engineers and the
staff members crippled the daily operations of the
airline. The employee strength was 4000 plus at
the peak of its operations. Following the subprime crisis in the US, Indian economy had
entered recessionary phase in 2008. The
slowdown in economy was impacting the air
trafc like all other sectors. KFA was characterized
by premium branding and a betting style of
operations, frugality was conspicuous by its
absence in the lexicon of KFA. Like many other
airlines, even kingsher was an international
carrier which was dependent on foreign trafc or
international passengers along with revenue from
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cargo operations. This was a time of frugality. The
2011 F1 Grand Prix registered a third less seats
even after slash in ticket prices. But the
celebrations by Mallya did not seem to be slowing
let alone halting, his parties, his calendar girls, his

$95m yacht already seemed too dear for a country
like India and its population. Most of the airlines
were struggling and managing to keep themselves
aoat; KFA found it too hard to keep both ends
meet.

THE TURN OF EVENTS (2011-2016)
Nov 2011
Aug 2014
Sep 2014
Feb 2015
Jun 2015
Sep 2015
Nov 2015
Feb 2016
Feb 2016
Mar 2016
2ndMar 2016
Apr 2016
2ndMay 2016
5th May 2016

Turbulence hits KFA
SBI sends willful defaulter notice to KFA
Kingsher seeks documents from SBI to substantiate the allegations in the Notice
Kingsher moves Bombay HC to seek legal representation in willful defaulter hearing
SBI writes to Vijay Mallya to appear for a personal hearing
Supreme Court allows Vijay Mallya’s lawyers to be present at the willful defaulter
hearing
SBI declares Mallya, UBHL, Kingsher willful defaulters
PNB declares UB Holdings willful defaulter
Lenders move debt recovery tribunal to attach Mallya’s Passport
Lenders move Supreme Court seeking Mallya’s arrest
Liquor Baron Vijay Mallya ees the country owing more than $1bn
Vijay Mallya’s passport revoked, he has been asked to present himself in the court
Independent MP Vijay Mallya, who faces a case of loan default of over Rs 9,400 crore,
resigned from the Rajya Sabha.
Mallya’s resignation as a MP is accepted

Vijay Mallya was elected to the Rajya Sabha in
2002 and again in 2010, both as an independent
from Karnataka. In April 2016, he resigned as
member of Rajya Sabha, the upper house of Indian
Parliament. Mallya's second term, of six years, in
the Rajya Sabha, was coming to end by 30th June
2016. He saved himself from the disgrace of being
thrown out as the 15th member of Rajya Sabha on
charges of misconduct.

MONEY MATTERS
Financial statements of the company from 2008-09
to 2012-13 indicate that KFA never made prots.
The Cash Flow position (Exhibit 1) of the airline
clearly highlights the negatives in operating
income. The Balance Sheet (Exhibit 2) and the
Income Statement (Exhibit 3) present the poor
state of nancial health of the company.
There were allegations against Vijay Mallya of
misuse of funds for personal uses. The Serious
Frauds Investigation Ofce (SFIO), under the
ministry of corporate affairs had launched an

58

investigation into suspected diversion of funds
and other nancial irregularities at Kingsher
Airlines in April 2016.
The Consortium of Banks have also requested the
government not to give access to Mallya the funds
that he received from Diageo on 26 February as a
sweet-deal under which Mallya was eligible to
receive $75 million, in return for stepping down as
chairman of United Spirits Ltd and entering into a
non-compete agreement with the British distiller.
Total liabilities to 17 banks were estimated to be
more than Rs. 9000 crores including the
accumulated interest. Mallya made an offer to
settle the debt at Rs. 6000 crores but the
consortium has rejected the offer.

THE AVALANCHE DUE TO GLOBAL
FINANCIAL CRISIS OF 2008
Global nancial crisis begin in 2008 and had its toll
on all the air carriers including Kingsher.
Kingsher was present both in premium and low
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fare business, but the premium business was more
affected due to shrinking margins. It started facing
a cash crunch and had to cut its eet from 66 to 28
planes. Payments to vendors, to employees, to
government started getting delayed. Employees
went on a strike for delayed salaries. Operations
got affected. Cancellations started taking place
adding fuel to the existing re. Mallya tried his
best to attract some foreign airline to invest in
Kingsher but Indian FDI rules did not allow
foreign participation. Finally the government
suspended the license of Kingsher in 2012.
Ironically for KFA, government allowed foreign
participation in aviation sector just a month later.

THE CAUSES OF THE AVALANCHE
Nature of the Industry: The Industry per se is very
demanding – demanding huge capital
investments, highly skilled manpower, low
margins, strict regulations and deft management
of people and resources.
Recessionary phase of the economy: After the subprime crisis global economy and the Indian
economy had gone on a recessionary trend. There
has been a general slow-down in the industry
leading to signicant slow-down in the airline
trafc. The airlines could not reduce their prices
beyond certain limits. KFA being a premium
airline tended to be hit more.
Fuel prices: There has been a continuous rise in the
prices of petroleum leading to the increase in the
fuel costs of the aviation sector. This was affecting
the economics of the sector adversely. The
contribution margin available to the airline
operators was being squeezed very badly.
Continuous depreciation of the Indian Rupee
made things worse for the airline companies. The
airlines had most of their earnings in Indian Rupee
while fuel costs were denominated in foreign
currencies.
Responses from the Govt of India: The aviation
industry in India represented to the Govt of India
to reduce the fuel surcharge and airport charges to
make the airline operation easier and smoother.
The government for its own reasons could not
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heed to such requests. The airlines felt that the
government was not proactive to the problems of
the industry.
The management style of Vijay Mallya was not in sync
with the prevailing economic scenario: Vijay Mallya
had his own amboyant style percolating to the
working of the company. While frugality and
economy was demanded for the survival of KFA,
Mallya's style was characterized by amboyance,
luxury and extravagant spending.

STRATEGY, STYLE AND
LEADERSHIP OF VIJAY MALLYA
The liquor and beer industry has been a heavily
regulated and taxed segment of the Indian
economy. Scales of operations were more often
than not fragmented and protability was always
constrained. The segment was susceptible to
frequent policy changes. As a result large volumes
and signicant market shares did not always
ensure protability.
In the pre-liberalization era unrelated
diversication was a sure bet strategy against the
frequent policy changes from the government
side. Most industrial houses in India practiced
this; the UB group had presence in pharma,
engineering, fertilizer, food-processing and host
of other segments besides the predominance in
liquor and beer. Best & Crompton Ltd as well as
Mangalore Chemicals & Fertilizers Ltd were two
prominent companies in the group that had
consumed huge investments but were sick in
terms of nancials and cash generation. Post
liberalization strategies of the group to wriggle
out from these were slow, costly and ineffective.
Vijay Mallya's personal style of management was
characterized by decentralization and remote
control. In the 1980s when Vijay Mallya took over
the reins of the group he had acquired large
companies with well-established organization
structures. Given this situation it was natural and
appropriate to operate through decentralization.
Vijay Mallya had become a non-resident Indian
[NRI] and has been living abroad most of the time;
his monitoring and management of the companies
had acquired the ‚remote-control’ mode. When
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everything is working well and the companies are
doing well, such 'remote-control' mode may be
adequate and sufcient for their continued goodhealth. When the companies are not doing well
and are in dire need of top-management attention
such an approach would be disastrously
inadequate.
Vijay Mallya's personal style is characterized by
extravagance, amboyance and heterogeneous
interests. Whether it is Tipu Sultan's Sword, or a
Derby Horse, or Indian Premier League (cricket),
or car racing, Vijay Mallya would be part of it.
Frugality is anathema to his nature; whatever he
does is done extravagantly. The advertizing
campaign of KFA is a classic example. He argued
that through KFA campaign he was extending the
visibility of the Kingsher brand of liquor which
otherwise could not be advertised. He also
acquired a stake in Force India Formula One Team
and ownership of the Royal Challengers
Bangalore Cricket Team. Such amboyance was
ne for a group of companies that was cash-rich
and devoid of nancial difculties. The UB group
and KFA had ceased to deserve such
qualications in the post 2010-era.

distinctly different. The merger of Air Deccan, in
2007, is a tacit admission of the fact that the
premium product alone was not a sustainable
proposition in the airline business.
Throughout the short history of its operations,
KFA was liberal on investments in aircrafts. In the
year 2010-11, it operated 67 aircrafts (scheduled
and non-scheduled), 13 of which were owned
through nancial lease and 54 were held under
operating lease. This caused a huge nancial
burden on the organization. This nancial burden
only got compounded with increasing fuel prices
and depreciating Indian Rupee in the subsequent
years. The international operation embarked by
KFA was hardly any hedge to the increasing losses
of the company.
To sustain, the company kept on borrowing funds
and poured them into the bucket which was
already leaking. The borrowings were from
nancial institutions and nationalized banks. The
overall operations of the company were not at all
sustainable; the debts only accumulated over time
leading to the crisis.

THE EPILOUGE
Vijay Mallya was very good at spotting business
opportunities. Even before South Africa amended
the regulations of 'aparthied' completely and
amended the rules of business for foreigners, Vijay
Mallya entered South Africa because he spotted
Singapore Airlines operating there. He argued
that if a conservative organization like Singapore
Airlines could operate in South Africa, there is no
reason why UB group could not be there.
KFA was launched as an elite business class
airline. It was based on the assumption that there
was a latent demand for luxury services in the
airline business also despite the income prole of
Indians at that time. Probably KFA team assumed
that the liquor business and airline business were
similar without understanding the differences in
demographics and purchase preferences of Indian
consumers. The events of the subsequent years
proved that demographics and psychographics of
Indians with respect to the two businesses were
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KFA was a maverick of an airline who tried to set
its own standards and parameters of operation,
service, and customer comfort. It failed to gauge
the market dynamics and be aoat to tell the story
to a future generation. It had grand plans, made
grandiose budgets and tried to execute its ideas in
extravagant manner. Somewhere common sense
and fundamentals of nance and ethics were
compromised and unfortunately the nemesis
caught on rather rapidly. So we have lot of people
searching the archives to tell a story to the next
generation – how not to do the business.

END NOTES
1

A company can be classied as wilful defaulter
when it fails to repay loans even when it has the
capacity to honour it, or when it diverts funds for
purposes other than for which the loan was
disbursed, or when assets which were used as
guarantees are sold off without the prior
knowledge of the bank.
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Exhibit 1: The Cash Flow Position of Kingsher Airlines from 2009 to 2013
(Rs. Crore)

Prot before tax

Mar ' 09
-2,155.21

Mar ' 10
-2,417.92

Mar ' 11
-1,520.78

Mar ' 12
-3,446.09

Mar ' 13
-4,301.12

Net cashow-operating activity
Net cash used in investing
activity
Netcash used in nancing
activity
Net increase / decrease in cash
and equivalent
Cash and equivalent beginning
of the year

-645.78

-1,665.09

-2.23

-885.55

-1,390.86

206.63

235.13

38.05

-387.57

-69.72

290.11

1,464.55

-81.72

1,203.02

1,297.36

-149.04

34.6

-45.9

-70.1

-163.22

320.91

171.87

206.47

252.36

182.27

Cash and equivalent end of year

171.87

206.47

160.57

182.27

19.05

Exhibit 2: The Balance sheets of Kingsher Airlines from 2009 to 2013
(Rs. Crore)
Mar ' 09

Mar ' 10

Mar ' 11

Mar ' 12

Mar ' 13

265.91

265.91

497.78

577.65

808.72

Share application money

8.11

7.48

2.95

-

-

Preference share capital

97

97

553.1

553.1

553.1

-2,496.36

-4,268.84

-4,005.02

-6,213.15

-14,281.64

Sources of funds
Owner's fund
Equity share capital

Reserves & surplus
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Loan funds
Secured loans

2,622.52

4,842.43

5,184.53

5,368.76

504.2

Unsecured loans

3,043.04

3,080.17

1,872.55

2,661.24

8,153.44

Total

3,540.21

4,024.15

4,105.88

2,947.60

-4,262.18

1,891.80

2,048.14

2,254.26

2,193.66

1,287.37

-

-

-

-

-

316.29

493.62

682.37

750.63

575.43

Net block

1,575.52

1,554.51

1,571.89

1,443.03

711.93

Capital work-in-progress

1,630.95

980.61

673.35

-

-

0.05

0.05

0.05

0.03

0.03

4,189.37

5,298.13

6,260.73

7,636.98

2,099.09

3,860.18

3,954.80

4,525.97

6,132.43

7,073.22

329.19

1,343.34

1,734.76

1,504.54

-4,974.13

4.51

145.64

125.84

-

-

3,540.21

4,024.15

4,105.88

2,947.60

-4,262.18

Uses of funds
Fixed assets
Gross block
Less : revaluation reserve
Less : accumulated depreciation

Investments
Net current assets
Current assets, loans & advances
Less : current liabilities &
provisions
Total net current assets
Miscellaneous expenses not
written
Total

Notes:
Contingent liabilities
Number of equity
sharesoutstanding (Lacs)

27,468.70

23,135.77

22,920.23

27,501.22

25,229.58

2659.09

2659.09

4977.79

5776.47

8087.23

Exhibit 3: The Income Statements of Kingsher Airlines from 2009 to 2013
(Rs. Crore)
Mar ' 09

Mar ' 10

Mar ' 11

Mar ' 12

Mar ' 13

Income
5,269.17

5,067.92

6,233.38

5,493.41

501.38

51.19

40.89

56.69

-

-

3,715.47

2,911.81

3,466.83

2,945.89

402.17

Personnel expenses

825.42

689.38

680.54

669.51

349.16

Selling expenses

683.82

687.02

659.07

-

-

Operating income
Expenses
Material consumed

Manufacturing expenses
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546.47

489.1

426.21

4,036.41

2,558.32

-

-

-

-

-

Cost of sales

5,822.36

4,818.20

5,289.34

7,651.80

3,309.64

Operating prot

-553.19

249.72

944.04

-2,158.39

-2,808.26

Other recurring income

594.43

72.08

189.2

330.5

182.08

Adjusted PBDIT

41.24

321.8

1,133.24

-1,827.89

-2,626.18

2,029.33

2,245.59

2,340.32

1,276.34

1,436.15

Depreciation

133.2

162.8

203.02

341.87

238.78

Other write offs

38.39

54.49

38.01

-

-

-2,159.68

-2,141.08

-1,448.12

-3,446.09

-4,301.12

-546.38

-770.69

-455.35

-1,118.08

-

-1,613.30

-1,370.39

-992.76

-2,328.01

-4,301.12

4.47

-405.38

-107.62

-

-

-

31.28

72.99

-

-

Reported net prot

-1,608.83

-1,744.49

-1,027.40

-2,328.01

-4,301.12

Earnigs before appropriation

-2,576.59

-4,321.08

-5,348.47

-7,676.48

-16,023.47

Equity dividend

-

-

-

-

-

Preference dividend

-

-

-

-

-

Dividend tax

-

-

-

-

-

-2,576.59

-4,321.08

-5,348.47

-7,676.48

-16,023.47

Adminstrative expenses
Expenses capitalised

Financial expenses

Adjusted PBT
Tax charges
Adjusted PAT
Non recurring items
Other non cash adjustments

Retained earnings

Exhibit 4: Passenger Trafc Carried by Scheduled Carriers during Fy6 to FY15
Year

Number of
Number of
Domestic
International
Passengers (in Passengers (in
millions)
millions)
2005-06
25.2
20.2
2006-07
35.8
23.4
2007-08
44.4
27.2
2008-09
39.5
28.9
2009-10
45.3
32.1
2010-11
53.8
35.1
2011-12
60.8
38.8
2012-13
57.6
40.3
2013-14
60.6
43.08
2014-15
70.08
45.7
CAGR
12.03%
9,52%
Source: Directorate of Air Transport, DGCA
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Exhibit 5: Domestic Market Share (%) in terms of Passengers Carried for the year 2014-15
Indigo
Jet Airways
Air India
Spice Jet
Go Air
JetLite
Air Costa
Alliance
Air India Express

18.0
16.9
15.4
9.4
4.4
1.0
0.4
0.3

Source: Directorate of Air Transport, DGCA
Disclaimer: The case has been written to facilitate class-room discussion, it is not intended to illustrate either
effective or ineffective handling of an administrative situation.
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Book Review
An Economist in the REAL WORLD
The book chronicles the experience of the author
during his tenure as the Chief Economic Advisor
(CEA) to the Government of India (GoI). The
author claims the book to be a hand-book to the
Governance of India.
The book is divided into ten chapters. The rst one
describes the authors entry to the cultural and
bureaucratic milieu of Delhi in 2009, as Economic
Advisor to GOI, in response to an invitation from
the then Prime Minister Manmohan Singh.
The author perceives economics to be located at
the intersection of politics and society; he claims
the book to be on Indian economy and not on
economics. He perceives eEconomics as a
discipline which has one foot in Science and one in
Intuition and Common Sense. This leads to
participation of people and to some extent restricts
the hijack of the policies for the benets of only the
elite. To arrive at policy fruition, a blending of
science with political persuasion is required. In
India, policy making is more of re ghting
variety and prior analysis is given mostly a back
seat. The author recommends taking breaks to do
research to discover new nonammable materials
which would lead to fewer res in future.
In the next chapter the author describes the
evolution of Indian economy through the CoffeeHouse discussions, through the 'Licence-Raj',

Author/s

Kaushik Basu
Publisher

Penguin Group, 2016
Reviewed By

Yasmeen Pathan

through the 'Naxalite' uprisings, through the
OPEC crisis, through the Gulf War and through
the process of liberalization. He takes a deep
breath only when India started growing at 7 % in
1994 onwards along with a rise in foreign
exchange reserves. He recognizes the limitations
of judging nations by GDP alone; the focus should
be on Distribution of Income along with nonmonetary markers of development such as indices
of health, security and more importantly the sense
of dignity among ordinary people. Obviously
these indicators are very difcult to measure.
In the same chapter the author admires the larger
than life pictures of Mahatma Gandhi and
Jawaharlal Nehru. He distinguishes the
differences in their political philosophies and how
they have inuenced modern India's policies.
Gandhi lived with minimal of material comforts,
but he did not believe in socialism. Nehru was
deeply inuenced by Marxism and Leninism, but
he was not used to a frugal life. The actual policy
regime that India followed in the next half-acentury was a blend of many competing visions. A
Soviet style planning system was developed, but
without the state having control over resources.
Capitalism was allowed under the control of the
bureaucratic system. Focus was on development
on core large scale industries without forgetting to
reserve special activities to the small scale sector.
In the Gandhi-nehru hybrid system of policy that
got evolved socialism was preached by all, but
never practiced.
Indira Gandhi reign had two distinct avatars or
faces. Indira of 1966 to 1975 was more like Nehru's
daughter while post-1980 Indira was more like the
mother of Rajiv and Sanjay. The rst innings saw
initiatives like nationalization of banks,
nationalization of grain trade etc; the second
innings saw moves to liberalize the economy

albeit in a small way. Basu describes India's tryst
with the birth-pangs of Bangladesh, ination
touching 30 % in 1973, invoking article 352 to
declare emergency in 1975 and condentally
calling for elections in 1977. Curiously he cites that
India's GDP grew at 9 % in 1975. He does not dwell
much on the reign of Janata Party.

expenditure under control but most of the time
since governments spend more than they earn, the
scal decit is positive. The author draws from
Arthshastra to explain the management of the
scal policy with decit. Fiscal stimulus is
compared to an antibiotic: it works well in the
short-run, but harms more in the long-run.

Basu says that post-1980 saw Indian economy
transiting from the trap of 'Hindu growth rate' to
more perceptible growth rates. The decade of
1980s saw the consecutive assassinations of two
prime ministers and India capitulating into an
economic crisis in 1991. Narasimha Rao who
became the premier in 1991 nullied the
leadership vacuum and led the country through
the crisis to safety. That was the dawn of a new era
characterized by economic reforms, industrial
reforms, nancial sector reforms and opening of
the economy. These moves had steeled the
economy to withstand a host of crisis that plagued
the globe in the next decade.

While emphasizing the importance of tax
collection, Basu observes that the tax-to-GDP ratio
is a critical indicator of the wealth of a nation.
Among developed countries it is about 40 % while
in India it is 10.5 %. Of all the investments, Basus
observes, the investment in Infrastructure bears
the most fruits. During the 12th plan GoI had
envisaged raising $ 1 trillion of infrastructure
investment with 50 per cent contribution from the
private sector. This was expected to yield
signicant results on the economy. But then
allocating funds for investment is one thing while
effectively and efciently executing those
investments is another. The next important scal
instrument is the exchange rate management. The
exports and the imports play a critical role in
deciding the exchange rates and also the foreign
exchange reserves.

The author has dedicated a chapter for ination
management. He argues that ination is perhaps
the most sensitive variable that impacts the mood
of the citizens very closely. All sensitive politicians
are aware of this. Basu explains how ination was
managed during his tenure with anecdotes and
experiences of other countries on different
occasions. He has discussed the relevance of WPI
and CPI as ination indexes in different situations.
He also recommends that ample research needs to
be undertaken on ination management since the
situations in each country were unique.
A chapter is devoted to macroeconomic policies
relevant to an emerging economy. The author
highlights that it is practically not possible for the
government to attend to all the needs of the
society. The solution is to build a philosophy
where people are incentivized to deliver what
needs to be delivered. But some functions are still
needed to be delivered by the Government like
provision of public goods, building of
infrastructure, carrying out redistributive
functions in favor of the disadvantaged etc. For all
the governments the aim is obviously to keep
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Basu cites China's exchange-rate- management as
a useful lesson. India adopted oating exchange
system in 1991, a “dual exchange rate regime” in
1992 and since then current account convertibility
was instituted in a gradual manner. Later the
focus was on capital account convertibility. The
author discusses the mechanics engaged by RBI,
the gradual transition and the challenges of
implementing monetary and scal theory. Finally
he concludes that implementation is far more
challenging than conceptualizing in theory.
In another chapter, the author discusses the
challenges and impact of globalization. He
discusses the impact of downgrading of credit
rating, the impact of US and China holding large
chunks of forex reserve, the process and impacts of
creation of Eurozone, the dynamics of liquidity
injections like Quantitative Easing, the emerging
role of multilateral agencies (WB, ILO, WTO etc)
in sharing wealth and poverty across the nations,
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the need for coordinating the game of taxation and
the challenges of money laundering.
The sixth chapter is devoted to India's challenges
of poverty and food problems. While the poverty
has declined from 65.9% in 1977 to 21.90 % 2012, it
is still a signicant concern. The author after
examining the anti-poverty programs concludes
that they have been unable to serve the purpose.
While there are buffer stocks of food kept for the
poor, 67% tend to miss the target. 58 % of labour
force are dependent on agriculture while its
contribution to GDP is only 14 %. He argues that
increasing incentivisation of agriculture will be
counter-productive _ it would draw more people
into the already miniscule segment. A better
approach would be to improve the distribution
system. In a similar vein he argues that the
minimum support price (MSP) would have
meaning only if it is above the market prices. At
the same time grain should be offered to the BPL at
subsidized prices.
The author explores the “nuts and bolts” of the
economy in the remaining chapters. Finance, one
of them is compared to plumbing in a house: you
realize its signicance only when it fails. He
discusses the evolution of the nancial sector in
India and contrasts with the experience of subprime crisis in the US. The need for nancial
literacy, nancial inclusion and the challenges of
the emerging scenario are also discussed.
The author explores the signicance of law in the
evolution and development of an economy. He
argues that this aspect has not been adequately
understood by the underdeveloped economies.
He has gone deeper and explored the implication
of law on society, its culture, social norms,
corruption, GDP growth-rate and argues that
judicious administration of law is a pre-requisite
for the development of civil society.
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These social and organizational foundations of
economic development are the themes of the next
chapter. Basu states that economic development
depends critically on the presence of appropriate
social norms, mindsets and institutions. Economic
theories evolved in the developed world, their
replication in developing economies without
understanding the social norms has serious
limitations. The social norms need to be modied
through a development process before
implementing economic theories. He cites the case
teacher absenteeism in rural schools as classic
example.
@@
The last chapter looks at the options and
challenges before India for crafting its future.
Global environment has changed for the better –
technology, infrastructure, communication,
judicial system, enterprise cooperation and crossborder investments. India's relations with the USA
has changed signicantly since the 1950s and
1970s. Indian diaspora is signicant across the
globe and in signicant positions. Indian
democracy is gradually maturing and has shown
the sagacity of smooth transition of leadership
from one spectrum to another. All these add to the
enhanced capabilities of India and its ability to
grapple with the future.
On the ip side he observes that higher education
in India is still in a quagmire. He argues that
deregulation of the higher education system is a
must for its growth and development. He is
pleading for strengthening the market forces
under a broad frame-work of social objectives.
Finally the author ends the book on a positive note
that India's secular nature is its strength and
though there have been lapses, this principle
makes up the idea of India. But beyond our
national boundaries, there is a fairly small world
that we all share and there is a global agenda that
all people can shape and cherish.
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Eﬀective People
The Book “Effective People” is a valuable addition
to the legacy of management literature by T V Rao.
The topic 'Effective People' chosen by the author
is hackneyed and much researched one but we
nd TV Rao presents it in a distinct style which is
simple, subtle and expressive. His study revolves
around few famous personalities of different
profession and what have they done to be
successful in their arenas.
Scheme of The Book
The scheme of the book is lucid and in resonance
with the theme. The rst seven chapters deals with
the stories of each profession and the next eight
chapters explores the qualities of the three
categories of the effective people that the author
has chosen to study. He also explains how people
can make the upward transition from one level to
the next. Each of his earlier seven chapters also
consists of tools for self assessment on the scale of
being effective. The depiction of life of the great
personalities is meticulously and descriptively
done.
TV Rao denes an effective person as anyone who
uses his or her talent to make a difference through his
work creating a change for betterment. However, the
foundation of his proposition is on the criteria that
the other person should recognize that the
candidate has made a difference in their life and
has contributed to the same. He dene s that
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anyone who does their duty well by the virtue of
their profession can be said to be an effective
person as every service to a certain extent is meant
to help others. He lists few professions like
doctors, educationists, lm actors, civil servants
and others whose works in some way touch the
lives of the people. They all are effective in their
own way. But, Rao further creates category of
very effective Person (VEP) and super effective
person (SEP) who shine over and above the
effective person. The dimensions that denes the
VEP above EP is that he or she is a person who
reach out their services to a larger extent of
people and take it as their mission. The third
category that the author describes is that some
people extend their services to others through
their talents and their expertise in the area of
specialization. They take it as their mission in life.
They also institutionalize their expertise and pass
it to the generation to come. Thus, they not only do
devote their lives to their services but they extend
their talent and services beyond their lifetime.
They extend their services in building up
institutions and thus touch the life of the
generation to come. They are called as super
effective persons (SEP).
Several facets of the Human Service organization
like education, healthcare, entertainment, public
services, etc. are selected by the author. These are
all the sectors that in some way provide direct
services to large number of people and touch their
life in some way or other. The revered doctors,
actors, civil servants, educationists etc. are those
stars in the Indian horizon that have made their
name in their specialized areas and have affected
many people and changed their lives.
Chapter 1 to Chapter 8 in the ow of the book is the
collection of star performers from each of the
sector and their life and the work characteristics

that has made them effective. Chapter 2 depicts
the example of doctors like Dr. Nareshh Trehan ,
Dr. Reddy , of the recent times who are achievers
and dedicated to their profession . He also, cite the
example of Dr. Murugappa Channaverappa
Modi (1916-2005) the Super effective doctor whose
dedication in curing the patients with 99.5%
accuracy in cataract operation made him an iconic
gure among his patients . His philosophy of life
was to consider “his patients as God and himself as
priests and his profession as the religion and his
performing the surgery as the offering to the God in the
temple.”
Chapter 3 describes the lm actors in the business
of entertainment, education and transitions of the
cultural values. Actors like Anupam Kher,
Amitabh Bachchan, Rajnikanth who are
applauded as the celluloid lords are super
effective personalities and have touched the
Indian milieu in more ways than one. In Chapter 4
we see examples of civil servants; in chapter 5
Educational entrepreneurs , in chapter 6
Professors , in Chapter 7 Social workers and
Chapter 8 other professions. The professionals
taken are Mrs. Manjula Shroff of Calorx
Foundation, Kiran. B. Sethi of Riverdale School,
E.Sreedharan, the 'metro-man', Kiran Bedi, the
reformer police-ofcer, Dr. Anil Gupta of IIM A, as
well as Prof. Shantha Sinha of Hyderabad Central
University and many more.

Relevance of the Book

stage to the next happens when we try to think
differently from the rest, when we try to stretch
one`s talent to explore new dimensions and
circumstances . In the process one discovers
more about self and become self aware and self
managed. He emphasizes on importance of the
values, compassion, the ability to reach out to
many and to build institution for the
generation to come and the competency to
integrate and not divide. They build nations
and are constructive and positive through all
hurdles.
A truly inspirational book, TV Rao makes the
reader understand that true effectiveness lies
within an individual and how he manages
and diligently tackles a problem. The
effectiveness evaluation tools propels one to
self assess. He has taken the commonly
espoused values and converted them into
doable-action-points as this motivates any
reader to reach the pinnacles of his profession.
It may appear that the book gives details of
the well-known aspects of the effective
person and is silent on many other aspects
like environment, process of doing an activity
etc. The book does not answer all the
questions or give a sure format for success but
it does help in creating a vision or purpose for
someone who wants to be effective.

T.V Rao describes that the transition from one
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