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Feature Article

“The strength 
and lightness 

of finished 
products of HSS 

is well recognized 
over the world. 

These categories 
of steel meet 

very stringent 
requirements and 
hence, has usage 

in industries 
like automobile, 
boiler, industrial 
machinery, pipes 

etc.”

*Asstt. General Manager, Management Advisory Services Division, MECON Limited, Ranchi

Market for High Strength Steel Products in India 
and Concomitant Market Strategies based on 

BCG Matrix

Dr Subir Bhattacharya*

ABSTRACT

Indian economy almost reached the point of inflection in its growth path. Except for the 
recent year, economic growth remained stable and robust. Indian steel industry also followed 
similar growth pattern. During 2002-03 to 2012-13, crude steel production grew by a 
Compound Annual Growth Rate (CAGR) of 9.2%. while finished steel demand grew by 
a CAGR of 9.1%.  A number of brown-field and green-field projects are proposed / at the 
implementation stage. Such a buoyant steel industry attracted investors from across the 
globe. Meanwhile, a significant change took place in regard to steel product diversification 
asevident in more use of value added products. Indian steel makers started producing high 
value products which were earlier imported. Along with industry growth, big Indian players 
like Steel Authority of India (SAIL), Tata Steel  (TISCO) etc. are now planning to go in for 
producing high value steel products like High Strength Steel (HSS), Ultra High Strength 
Steel (UHSS) etc. Till now, these products are mainly being used in the developed world. 
On this backdrop, the study deals with the issues such as assessment of the future market 
for HSS products in India, formulation of marketing strategies based on Boston Consulting 
Group (BCG) Matrix analysis of the major end-use segments etc. The study was carried out 
through all-India market survey of the end- users (consumers) and producers. The study 
covered the end-use segments like large diameter pipes, passenger cars, medium and heavy 
vehicles, cement machinery, chemical machinery, earth moving machinery, metallurgical 
machinery and cranes. Major findings of the study reveal that at present the use of HSS 
products (with tensile strength more that 500 MPa1 {1MPa=Mega Pascal}) is negligible in  
India , but such products have a huge market prospect in future as India has reached the 
point of inflection and after that, use of  high value products will increase at a high rate .

Introduction 

Indian economy almost reached the point of inflection in its growth path. Economic 
growth remained stable at a high level despite the economic meltdown till 2011-

12 and then entered into recession which is likely to be a temporary phenomenon. 
Indian steel industry also followed similar growth path. During 2002-03 to 2012-13, 
finished steel demand grew by a hefty 9.1% per annum while crude steel production 
grew by an average annual growth rate of 9.2%. A number of brown-field and 
green-field projects are proposed / at the implementation stage. Such a buoyant 
steel industry attracted investors from across the globe and India has become 
lucrative destination for building new steel plants. Meanwhile, a significant change 
took place in regard to steel product diversification that Indian steel makers started 
producing high value products which were earlier imported. Along with industry 
growth, Indian steel-makers are now planning to go in for producing high value 
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steel products like HSS, UHSS etc. Till now, these 
products are mainly used in the developed world. Use 
of such products provide lighter weight and higher 
efficiency with same tensile strength, to the end-use 
products. On this backdrop, the study deals with the 
issues such as assessment of the future market for HSS 
products in India, formulation of marketing strategies 
based on BCG Matrix analysis of the major end-use 
segments etc. The study was carried out through all-
India market survey of the end-users (consumers) and 
producers. The study covered the end-use segments 
like large diameter pipes, passenger cars, medium 
and heavy vehicles, cement machinery, chemical 
machinery, earth moving machinery, metallurgical 
machinery and cranes. Major findings of the study 
reveal that at present the use of HSS products (with 
tensile strength more that 500 MPa2 {2MPa = Mega 
Pascal}) is negligible in  India, but such products have 
a huge market prospect in future as India has reached 
the point of inflection and after that, use of  high value 
products will increase at a high rate . 

High Strength Steel is sturdier and stronger

‘The sturdier and heavier, the stronger’ is a common 
preconceived notion among the masses. On the 
contrary, since a smaller amount of high strength steel 
is needed to produce a structure of the same or even 
higher strength, the significantly reduced weight of 
High Strength Steel gives great advantages during 
transport, assembly and erection of the structural 
parts. The typical Characteristics of High Strength 
Steel are as follows :

High strength – HSS is up to four times stronger 
than normal strength steel, making them much 
stronger and stiffer.  Peak Load – HSS by virtue of 
Tensile Strength (TS)  composition are capable of 
withstanding high peak loads and the load-bearing 
capacity increases with the increasing strength of the 
steel. Light weight – HSS can be formed in pieces that 
can be up to 10 to 15 percent thinner than normal steel 
without sacrificing strength, which enables weight 
reduction and improved fuel economy.  Shape ability/
Formability – Both laboratory tests and full scale 
tests show that high strength and ultra high strength 
steels can be press formed and roll-formed into 
complex shapes by both stretch forming and drawing 
operations. Weld ability – HSS can be welded with 

traditional welding procedures, when the welding 
parameters are adjusted to the alloy content of each 
grade. The strength of MIG welds increases with 
increasing base material strength even if the tensile 
test is made transverse the weld. Energy Absorption – 
HSS is effective for absorbing large amounts of energy.

Why will the use of HSS increase fast in India

When economy of a country enters the high growth 
phase, demand for value added products like High 
strength steel products increases because people then 
start paying for not only quantity but also for quality. 
Indian steel industry gained substantial maturity and 
growing faster than general economy. Fig-1 depicts the 
pattern of demand for finished steel in India during 
1981-82 to 2009-10. One gets three distinct breaks and 
during 2002-03 to 2012-13, steel demand pattern has 
shown steady high growth with a CAGR of 10.1%.

Fig 1: India’s Finished Steel Demand during 1981-82 to 2012-13
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Going by this trend, if this steel demand growth 
curve till 2012-13, is superimposed on the likely 
long-run growth path of Indian steel industry, one 
finds that the industry is at the point of inflection 
at present. Fi-2 makes it quite clear. After this phase, 
Indian economy is likely to enter  the high growth 
phase where use for value added steel products will 
increase sharply in accordance with up-liftment of 
quality of life3 (3Indians are now pay for not quantity 
but also for quality products.).

During the phase of high growth, demand for 
sophisticated/value added steel products like HSS is 
bound to increase because success in this phase will 
largely depend on technological up-gradation of 
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Fig 2: Long-run growth pattern of Indian Steel industry
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Indian manufacturing industry, specifically the end-
users of HSS products.

Future Market for High Strength Steel products in India

Demand Analysis

The strength and lightness of finished products of HSS 
is well recognized over the world. These categories of 
steel meet very stringent requirements and hence, has 
usage in industries like automobile, boiler, industrial 
machinery, pipes etc.  For carrying out a demand 
analysis of HSS, it necessary to take individual end-use 
sectors into consideration. In this study, the following 
end-use sectors4  (4Other important end-users of HSS 
products are Boiler, Diesel loco, Electric loco, Railway 
wagon and coach, Ship building,  Housing etc.) are 
chosen :

(i) Large diameter pipes, (ii) Passenger cars, (iii) 
Medium and Heavy vehicles (iv) Cement machinery, 
(v) Chemical machinery, (vi) Earth Moving machinery, 
(vii) Metallurgical machinery and (viii) Cranes.

Market Survey

Market survey was carried out for collection of 
primary as well as secondary data for each end-
use segment. Primary data were collected through 
field survey on a sample of end-users (consumers)5  
(5The sample of probable consumers for each end-
use segment was drawn based on data available in 
Center for Monitoring Indian Economy (CMIE), 2012) 
and all the producers, from across the country, with 
structured questionnaires. List of major respondents 
of the field survey is given in Annexure-1. Field survey 

and review of literature for the study revealed some 
very interesting facts :

 Use of the value-added products considered in 
this study, i.e., HSS -Hot Rolled (HR) steel plates / 
sheets with tensile strength 500 MPa, is negligible 
in India. Till now, in India, H R Plate / sheets up 
to 410 MPa is used. There are only three domestic 
producers, ESSAR Steel, Bhilai Steel Plant (BSP of 
Steel Authority of India Limited (SAIL) and Jindal 
Steel and Power Limited (JSPL). Till now, Indian 
consumers are using lesser strength steel H R 
plates / Sheets. Hence, HSS products are new steel 
products in India.

 Consumers do not have much specific idea on these 
products, specifically, the cost impact on the end-use 
products. 

BOX-1

Maruti Suzuki, the largest passenger car producer in 
India has envisaged plans for using HSS in majority 
variants of their cars by 2012. According to Mr S. K. 
Gupta, DGM (Supply Chain, Maruti Suzuki,  presently 
the company imports about 6 lakhs tonne of HSS. He 
also commented that use of HSS will reduce average 
weight of car by 120kg. However, input costs will  rise 
by 15 – 20%.6 (6Economic Times, 11th September, 2010)

Mr. H. M. Nerurkar, Managing Director, Tata Steel 
said, “In the natural growth curve of the developing 
countries, the use of high strength and high value steel 
increases as technological sophistication takes place. 
India is also at the point of inflection where, after 
this, use of such steel products would only increase”. 7 

(7Business Standard, 16th May, 2011)

Steel Authority of India (SAIL) has also envisaged 
production of high strength steel products for railway 
coaches, auto, cylinder applications etc. 8 (8Director’s 
Report. Steel Authority of India Limited, March, 2010)

Market for High Strength Steel products in India & concomitant market strategies based on BCG Matrix

 But, consumers also feel that these products 
can have tremendous future market or market 
potential in India and is likely to substitute the 
conventional steel plate and sheets in future. 
Hence, future demand may be high. Box-1 
provides some important comments from the top-
class Indian steel technocrats / decision –makers, 
on the use of HSS products.
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Fig 3 : Methodology adopted for demand forecasting for HSS 
products in India
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 There is likely to be gradual substitution of 
conventional H R plates / sheets to HSS plates / sheets 
as Indian end-users are very cautious about the Cost-
Benefit aspect of use of HSS in their products. 

 Future demand for HSS can be derived only 
through the “Substitution Effect”.

As because an established market for these products 
does not exist in India, the field survey can be regarded 
as a “Consumers’ Perception Survey” which is an 
important part of complete market survey. In such 
a case, demand analysis for the considered products 
was done by the substitution effect.

These developments observed in course of the 
“Market Survey” brought significant changes in the 
methodology adopted for the present market study. 
Fig-3 depicts the revised methodology adopted for 
the present study.

In the present study, future demand for the considered 
products are estimated from the likely substitution of 
conventional plates/sheets by the high strength steel 
sheets/plates. The substitution factors for various end-
use sectors are assumed based on discussions with the 

Table-1 : Demand drivers of considered end-use sectors
End-use Sector Demand Drivers of the end-use sectors 

L D Pipes Oil and Gas is a priority area in 12th Five Year Plan9. The plan has a distinct objective of quick 
expansion of transportation network of gas and LNG to reduce pollution by use of gas. Huge 
increase in plan outlay over 7th – 11th Five Year Plan (FYP). Similar increase in outlay is expected 
in the 12th Five Year Plan

Passenger cars High sustained growth of 7.5% – 9% of GDP in the recent years except for 2012-13 which can be 
treated as a temporary phenomenon. High disposable income , specifically, of the middle-class 
change in life-style government’s policy of discouraging old and polluting cars easy car finance etc.

Medium and 
Heavy vehicles

Huge requirement of road transport with rail-road-port linkage required for achievement of 
the development objectives in future years requirement of heavy vehicles for National Security

Cement 
Machinery

Infrastructure development is a thrust area in 12th Five Year Plan. Hence, increased construction 
activities are likely to create huge demand for cement which, in turn is expected to jack up the 
growth of cement industry

Chemical 
Machinery

Chemical products is likely to grow at a high rate in future as per 12th FYP High growth of 
chemical products and good future prospects, are expected to lead to excellent growth of 
Indian chemical industry. 

Earth Moving 
Machinery

Consistent high growth of Indian manufacturing and mining sectors. Ambitious government 
plan of exploration of new mines and modernization of existing mines

Metallurgical 
Machinery

Indian steel has been growing very well a number of big brown field and green field projects 
are ongoing as well as proposed. Likely crude steel production capacity by 2016-17 is 149Mtpa 
as per Working Group Report for 12th FYP

Cranes Consistent growth of industry, mining and construction and good future prospects

consumers in each end-use sector and value judgment 
of the experts or, expert opinion (Delphi Method).  

Demand Forecasting

Demand forecasting was carried out based on Demand 
drivers of the end-use sectors, fore casted growth of end-
use sectors and Substitution Factors. Table-1 depicts the 
demand drivers of considered end-use sectors.
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Table-2 : Year-wise Substitution Factors in the 
end-use sectors (%)

End-use Sector 2013-14 to 
2016-17

2018-19 to 
2019-20

L D Pipes 40.0 50.0

Passenger cars 20.0 30.0

Medium and Heavy vehicles 40.0 45.0

Cement Machinery 15.0 20.0

Chemical Machinery 25.0 35.0

Earth Moving Machinery 25.0 35.0

Metallurgical Machinery 30.0 35.0

Cranes 20.0 30.0

Table-3  :  Demand for HSS products (‘000 tonnes)

End-use sector Type of HSS
product

20
13

-1
4

20
16

-1
7

20
19

-2
0

L D Pipes HSS Plate 1390 2002 3806
Passenger cars HSS Sheet 291 378 755
Medium and 
Heavy vehicles

HSS Plate 1864 2094 2727

Cement Machinery HSS Plate 4 6 15
Chemical 
Machinery

HSS Plate 67 152 306

Earth Moving 
Machinery

HSS Plate 15 25 58

Metallurgical 
Machinery

HSS Plate 160 231 531

Cranes HSS Plate 4 10 23
TOTAL HSS Plate 3692 4708 7972

Table-4 : Existing production of HSS in India
(’000 Tonnes)

Producer Production Grade / Specifications
Essar Steel 193.10 H R Plate 510 Mpa – 

625 Mpa (completely 
exported) 

JSPL 730.00 H R Plate – 510 Mpa 
(sold to machinery 
segment)

BSP, SAIL 1.75 H R Plate - SAILMA 
550 Mpa (sold for 
Pen stock for dam)

2.46 H R Plate SAILMA 
690 Mpa (sold for 
ATM shed)

Total BSP, SAIL 4.21
TOTAL 927.31

CAGR of production of the end-use sectors during 
2004-05 to 2011-12 and CAGR assumed for the forecast 
period are given in Annexure-2. 

Table-2 presents the year-wise Substitution Factors for 
substitution of conventional HR plates / sheets in each 
end-use sector.

Market for High Strength Steel products in India & concomitant market strategies based on BCG Matrix

Demand forecasts

Based on the demand drivers, substitution factors and 
the consumption norms, derived through field survey, 
demand for HSS sheets and plates were estimated 
(Table-3). It is observed that the demand for HSS 
products by 2019-20 is likely to be about 8 Mt. Of this, 
major portion will be H R Plates (6.5 Mt). Maximum 
portion of the demand for HSS plate will generate 

Medium and Heavy Vehicle and L D Pipe segments. 
Survey revealed that in the machinery segment the 
rate of penetration will be low.

Supply

HSS and UHSS are the future prospects in steel use in 
India. The market prospects are bright. But at present 
domestic availability is negligible.  Only a small 
quantity is supplied by four domestic producers and 
a negligible quantity is imported  and that depends 
on specific contracts at hand of  the end-users (e.g. 
800 km line pipe contract of PSL for which they are 
importing from HSS steel from China)

The domestic producers producing HSS products are 
Essar Steel at Hazira, Gujarat, Jindal Steel and Power 
Limited(JSPL) at Raigarah, Chattisgarh and Bhilai 
Steel Plant (BSP), SAIL at Bhilai, Chattisgarh. Table-4 
presents the existing production of the producers.

927.3 thousand tones of HSS Plate is supplied by 
the domestic producers. Of these, JSPL supplies the 
maximum quantity. Although Essar Steel is now 
exporting the total production, in future they may sell 
in India as market for such products pick up. Hence, it 
is considered in total future availability. 

As far as sheet is concerned, the domestic supply 
is nil. Discussion with the producers revealed that 
in near future several producers may go in for 
production of HSS products depending on the 
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Fig 4 : Size of the market for HSS sheets (‘000 tons)

Fig 5 : Size of the market for HSS plates (‘000 tons)

Fig 6 : Market survey findings are presented through “4 – As 
Model” framework
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Strategy for Marketing of HSS products in Indian Market

Marketing strategies play very crucial role for 
penetration of the product in the market, specifically, 
the new products such as HSS, UHSS and WASS 
products. To this end, major players in eachconsidered 
end-use segments for HSS products is analysed 
byBoston Consulting Group (BCG) Matrix model . 
In accordance with the situation / positioning of the 
companies, marketing strategies are suggested.    

The BCG matrix of major players in each end-use 
segment, considered in this study, are presented 
through Annexure–3 to 10.  It is observed that in all 
the end-using segments except for Boiler and Medium 
& Heavy vehicle (M&HV), Indian companies fall in 
the category of “Question Mark”. In boiler segment, 
BHEL falls in the category of   “Star”  and in M&HV 
segment, Tata Motors falls in the same category.  The 
Star companies are likely to move towards the stage of 
“Cash Cow” in future. 

Major players in all the end-use segments fall 
in the category of Question Mark. These are the 
opportunities no one knows what to do with. They 
aren’t generating much revenue right now because 
you don’t have a large market share. But, they are in 
high growth markets so the potential to make money 
is there. Question Marks might become Stars and 
eventual Cash Cows, but they could just as easily 
absorb effort with little return. These opportunities 

For penetration of the HSS products in Indian market 
serious efforts are required.

It is quite visible that the likely market for HSS 
products may be of the size of 8.8 Mt by 2019-20. 
Market survey findings are presented through “4 – As 
Model” framework as given in Fig-6. 

adoption of such high value products by the major 
consumers. But as of now, no new capacity addition 
target is proposed. Neither the existing producers 
have any official plan for increase in production of 
these products. Therefore, existing availability of HSS 
Plate is assumed to continue in future. However in 
the long-run, possibility of higher domestic supply 
can not be ruled out because as market picks up, new 
players may start producing and the existing players 
may increase production.  

Market potential HSS products

Size of the market for HSS product is identified by the 
Demand  - Supply  gap10 (10Size of market = Gap=Supply-
Demand). Fig-4 and Fig-5 depict the size of the market for 
HSS sheets and HSS plates in India. It is estimated that the 
market size for HSS products in India is likely to be 0.7 Mt 
for HSS sheets and 6.1 Mt for HSS plates by 2019-20.
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Annexure-1: List of major respondents of field survey

1. McNalyy Bharat, Kumardubi
2. L & T, Kansbhal
3. HEC, Ranchi
4. L & T, Chennai
5. WMI, Mumbai
6. Anupam Cranes, Amand
7. Caterpiller
8. PSL Limited
9. Maruti Uduyog, Gurgaon
10. Honda Cars, Noida
11. Thyseenkruup, Pune
12. Vessans Energy Systems, Trichy
13. A D Electrosteel Limited, Kolkata
14. Alstom, Durgapur
15. CetherVessles, Trichy
16. Jindal Steel and Power Limited, Raigarha
17. BhilaiStel Plant, Bhilai

Market for High Strength Steel products in India & concomitant market strategies based on BCG Matrix

Annexure-2 : CAGR of production of end-use sectors 
and growth rates assumed  for projection (%)

End-use Sector 2004-05 to 
2011-12

Forecast

2013-14 to 
2016-17

2017-18 to 
2019-20

L D Pipes 13.6 20 15
Passenger cars 13.4 14.0 10.0

Medium and 
Heavy vehicles 3.4 6.0 5.0

Cement 
Machinery 21.6 22.0 20.0

Chemical 
Machinery 22.8 23.0 20.0

Earth Moving 
Machinery 19.1 20.0 18.0

Metallurgical 
Machinery 13.4 30.0 25.0

Cranes 17.8 25.0 20.0

Acknowledgment : paper was jointly started with Late Tushar Banerjee, Ex-DGM I/C, Metallurgical wing, MECON Ltd. 
Ranchi. I acknowledge the approach & guidance provided by him for writing this paper. He was a metallurgist and was 
involved in modernization of steel plants and new product development.

need serious thought as to whether increased 
investment is warranted. 

Strategic options for question marks companies include

Market penetration
Market development
Product development  etc.

In India, these companies have good financial 
conditions and they also spend good amount of 
money in Research and Development (R&D). As 
India’s economic and industrial growth rises as per 
expectation, these companies are likely to follow the 
success path and move towards the category of “Star”. 

Based on the findings of the BCG Matrix analysis, the 
following strategies were suggested :

Extensive efforts to convince 
these end-users for use of 
HSS  products as these are 
industry leaders

Preference should be given 
on direct interactions with 
the end-users

Same as that of star

consultations in quick Sucessions

Promotion of brand names 
of the HSS products through 
meeting, small functions    ?

Awareness campaigning through 
Print media, TV etc.

Test marketing of the products
No strategy for this 
category as these 
companies do not have 
the ability to pay

Extensive stakeholders’
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Fig 7.3 : BCG Matrix of Major Passenger Cars
Producers in India
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Fig 7.5 : BCG Matrix of Major Cement Machinery 
Manufacturers
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Fig 7.4 : BCG Matrix of Major and Heavy Vehicles 
Producers in India
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Market Share (%)Fig 7.2 : Bcg Matrix of Major L D Pipes Manufacturers in India
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Fig 7.6 : BCG Matrix of Major Chemical Machinery 
Manufacturers in India
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Fig 7.7 : BCG Matrix of Major Earth Moving Machinery 
Manufacturers in India
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Fig 7.8 : BCG Matrix of Major Metallurgi cal Machinery 
Manufacturers in India
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Fig 7.9 : BCG Matrix of Major Crane
Manufacturers in India
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ABSTRACT

The issues of appropriate organisational structure or organisational design for meeting 
business objective and results have always hounded the HR professionals and business 
leaders. Each time there is a new CEO or the HR head joining the organisation the one knee 
jerk reaction expected is tweaking the existing structure with some vague ideas of how it will 
deliver results and overcome business challenges. The action is rooted more in application 
of business & administrative acumen rather than any precise methodology. This article 
does not in general seek to make a case against sound business and administrative acumen 
acquired over years but intends to be a guide to those designing performance management 
systems.

Introduction 

An organisation is a social entity formed by a group of individuals bonded by 
a common goal. Previously the organisations were small and manageable 

but with times and improved means of communication the average organisation 
size has increased manifold and structure has gone a lot more complex. Earlier 
people felt that organisational behavior as a subject of study was highly academic 
with very less practical value, but today, given the multitude and magnitude of 
problems being faced by different organisations more and more people are forced 
to find solutions to their organisational problems in this science.

One of the most significant issues confounding organisation behaviourists is how 
to evolve an acceptable standard for performance evaluation where a group of 
individuals are pursuing a common goal. A person contributing more shall be 
given a larger share of the gains accrued through successful pursuit of common 
objective. Unfortunately till date no sure shot formulae has been evolved, and 
whichever organisation one visits, individuals harbor a deep seated grouse against 
performance evaluation system adopted in their organisation.

For evaluating the efficacy of any performance evaluation system it is very 
important to identify denominators responsible for more acceptable performance 
evaluation standard.

If one studies any performance evaluation system one will find that it has its 
genesis in the need to evaluate a performance within an organisation structure. 
An organizational structure in turn consists of activities such as task allocation, 

“While it is 
humanly 

impossible to 
design a system 

completely shorn 
of subjectivity and 

bias, perhaps the 
best service to the 
cause of relatively 

fair performance 
management 

system is to adopt 
correct approach 

towards the same 
so as to minimize 
the subjectivities 

and bias.”
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coordination and supervision, which are directed 
towards the achievement of organizational aims. This 
structure also in turn defines the relationships between 
different role holders within the organisation. One 
of the most important relationships defined by this 
structure is that of a subordinate and the supervisor. 
This relationship forms the bedrock of a major activity 
of HR function i.e Performance Management.

Performance Management process is known by 
different names in different organisations. While 
some call it “Talent Management” others prefer to call 
it “Performance Review”, “Annual Plan Review” etc. 
In its earlier known avatars, very much derided in 
professional circles today, it was known by the name 
of “CCR”, “Performance Appraisal” etc. However, 
whatever we might call it, basically it involves a 
process wherein one individual is assessed by another 
individual within the organisation based on the 
relationship defined by the organisation structure. In 
many mature organisations this process of assessment 
of one individual by another has a number of logical 
sub elements namely an agreed performance 
standard, self-assessment by the assesse, supervisor’s 
observation on the performance standard and 
the actual performance, and incentives linked to 
good performance. This incentive is the reason for 
celebrations for those who get it and this very incentive 
is the major reason for discontent for those who do not 
get it. Unfortunately the discontent far outnumbers 
those who celebrate for the simple reason that people 
always compare their incentive with those who 
received more than themselves and never with those 
who received less. And thus so many questions are 
raised on the organisational structure, organisational 
design and the performance management system and 
its underlying principles. The result is that till date the 
HR function is still in search of that elusive perfect 
performance management system which will take 
away all the complaints of subjectivity and bias and 
satisfy the majority in any organisation.

While it is humanly impossible to design a system 
completely shorn of subjectivity and bias, perhaps the 
best service to the cause of relatively fair performance 
management system is to adopt correct approach 
towards the same so as to minimize the subjectivities 
and bias.

Effects of organisation structure

Long term viability of any organisation is a function 
of its ability to review its progress towards desired 
objectives. This review takes place at the level of 
functional units and also at the level of individual 
role holders who review their performance against 
expected performance standards aligned to the 
organisational purpose and objective. This review 
and coordination requirement between different 
functional groups and individuals creates a structure 
within the organisation which as discussed earlier 
also defines different relationships within the 
organisation. 

One very significant effect of organisation structure 
on the process of performance management is  how 
many subordinates are being assessed and evaluated 
by a single supervisor. An ill designed organisation 
structure will result in a situation where single person 
is required to control a number of subordinates which 
is humanly difficult.  

In their article “How Many Direct Reports?” Gary 
L. Neilson and Julie Wulf highlight the trend of the 
Senior leaders broadening their span of control despite 
being hard-pressed for time. They highlight research 
finding over two decades, the CEO’s average span of 
control, measured by the number of direct reports, 
has doubled, rising from about five in the mid-1980s 
to almost 10 in the mid-2000s. Another very significant 
trend is that, of late CEOs are preferring not to have a 
second person in command with a view to have more 
hands on control on the organisation. This trend is 
exemplified by the fact that over the years posts such 
as Deputy Managing Director, Vice Chairman, Chief 
Operating Officer etc are increasingly going out of 
fashion. Neilson and Wulf quote a research finding 
that in 1986 some 55% of Fortune 500 companies had a 
chief operating officer. By 1999 the number was down 
to 45%, and it has continued to decline over the past 
decade.

An important question that can be raised here is just 
how many workers can an individual supervise? This 
remains one of HR functions oldest predicaments. 
With an objective to reduce management costs and 
response time to challenges, there has been attempt 
to increase the average span of control in many 
organizations.

Performance Management and Organisational Structure
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At this point it is very important to examine the span 
of control and its effect on an organisations.

Span of Control

Span of control is a concept in management which 
defines the number of subordinates supervised by a 
superior effectively and efficiently in an organization. 
Span of control can either be narrow or wide which 
have their respective implications on organizational 
structure which at times can be advantageous or 
disadvantageous.

Typically a narrow span of control entails more time 
spent together by supervisor and subordinate. More 
levels of reporting in the organization thereby making 
it hierarchical and thereby affording more avenues 
for growth. On the other hand the disadvantages of 
narrow span of control have serious ramifications 
for the organisation in terms of affecting the level of 
communication within the organisation and tendency 
amongst the supervisors to micromanage the sub 
ordinate’s job instead of looking after developmental 
aspect at their own level thereby affecting 
organisational evolution. Also due to this narrow 
span of control an organisation loses nimbleness 
thus adversely affecting its speed of response to ever 
growing business challenges.

On the other hand apart from the above facts a wide 
span of control typically encourages empowerment 
and there is less pressure on its finances on maintaining 
the organisation but it affects severely the frequency 
and quality of interaction between the subordinate 
and the supervisor.

The questions here arises that what is the ideal span 
of control. The answer is not one and simple due to 
the fact that the decision on span of control apart 
from being dependent on the stage of life cycle 
of an organisation and also sometimes on special 
circumstances requiring concentration of decision 
making is dependent on number of factors but chief 
amongst them is the limit posed on human beings 
ability to manage and supervise the performance of 
the subordinates.

Thus there is nothing like an ideal span of control, 
each situation demands its own unique response. 
However, in terms of maintaining the ideal balance 

to reap the benefits of both narrow and wide span 
of control and also to ward off the ill effects of both 
narrow and wide span of control much research has 
been done on what is that optimum ratio between 
a supervisor and a subordinate in terms of boosting 
organisational performance.

In Gulick’s (1937) classic essay “Notes on the Theory 
of Organization,” he argued that span of control 
structures relationships between leaders and 
subordinates in organizations. He identified three 
key determinants of span of control: diversification 
of function, the element of time, and the element of 
space. Studying the effect of diversification of function 
he asserted that an organization that combines 
diverse functions (Gulick contrasts an Army general 
and a director of public works) will need to reduce 
the size of its spans of control simply because the 
supervisor must interact with more different types 
of individuals. If subordinates are all performing 
the same task with the same set of inputs, jobs can 
be routinized. This similarity of  jobs should permit a 
single individual to supervise more subordinates. The 
element of time in Gulick’s view focused essentially 
on stability. In stable organizations, managers do not 
have to train and oversee new workers. Individual 
workers needless supervision simply because they 
are more familiar with their jobs. Stability might not 
only include stability of workers but also stability of 
the organization’s other inputs. A stable environment 
that provides similar inputs to an organization 
over a long period of time should permit greater 
routinization and thus larger spans of control. Finally 
examining the effect of space he observed that the 
number of buildings that housed the organization; 
the more buildings the less face-to-face contact and, 
in Gulick’s mind, the more closely individuals would 
need supervision. 

A classic study of British industrial firms revealed that 
span of control varied a great deal across different 
organizational settings. Large batch production firms 
use more advanced technologies such as assembly 
lines and techniques of mass production in their work. 
Continuous process organizations employ the most 
technologically advanced techniques of production 
to create products over a series of stages, such as 
the production of chemical compounds. In looking 
for commonalities among exemplary firms in each 
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category, Woodward found that structure, including 
span of control, was an important determinant of 
organizational performance. 

Typically, three or four reporting levels are sufficient 
for most organizations and in some special cases 
it may extend to five. For decades, management 
experts have said that, for effective supervision, 
the number of direct reports overseen by a single 
manager should be relatively small. The numbers 
vary (some say seven, others no more than 10 per 
manager), but the consensus has been that increasing 
such ratios will lead to ineffective performance.3 
However, modern thought, with technology abetting 
quality of interaction between a supervisor and a 
subordinate, stretches this ratio to fifteen subordinates 
to a supervisor. It is therefore very important that 
while designing organisation structure number of 
subordinates in a team does not exceed this optimum 
number. If at all due to organisational necessities this 
number has to be increased it will create an imbalance 
which will need to be corrected in shortest time 
possible. 

It is not difficult to understand why the span of 
control for a supervisor should not exceed an ideal 
number. This is defined by span of control in an 
organisation. Span of control refers to the number 
of subordinates that can be managed effectively 
and efficiently by supervisors or managers in an 
organization. Supervisory control entails a number 
of responsibilities namely assigning responsibilities 
and tasks, giving instructions and receiving feedback, 
developing subordinates, coaching and mentoring for 
a role, periodically reviewing performance and not 
necessarily waiting for the end of the year, counselling 
etc. Almost day to day interaction is necessitated for 
effective supervision as all the activities involved thus 
entail time commitments. 

However, apart from the above there are a number of 
other factors impinging on maintaining ideal span of 
control within an organisation. 

For better understanding we need to take the case of 
a company,  which passing through a lean business 
cycle decided to flatten the hierarchy with a view 
to centralize decision making process for keeping 
tab on expenditures and reduce cost. The result was 
a flatter organisation with too many subordinates 

under the same manager for ensuring quick response 
time. However, once the difficult phase passed off the 
organisation failed to revert to traditional reporting 
structure with decentralized decision making. The 
result was that its top management always had its 
hands full in managing the affairs of its subordinates 
and routine operational issues. Thus the leadership 
team failed to give themselves creative time very much 
required for devoting strategic issues. Allegorically 
they were still in war-front mode despite peace 
having returned. Consequently the organisation 
failed miserably in building up the capabilities in 
time and continued to be an average performer even 
during good times.

Apart from faulty organisational design there are 
other behavioural issues which results in larger span 
of control for a manager. In many organisations the 
leadership team has the tendency to acquire more and 
more control than what they can normally handle. 
They want to have a sense of control on everything 
and end up micro managing things. They prefer flatter 
organisation as it helps them in getting information 
and passing instructions. The leaders are too content 
solving their subordinates’ problems as it gives them 
a sense of vindication in resolving issues which in 
past seemed daunting to them. This results in leaders 
meddling in operational issues which otherwise 
should have been handled by their subordinates. 
While spoiling organisational culture it also robs the 
subordinates of the opportunity to develop and grow. 
This trend is very much discernible in organisations 
which get sits leadership team from within its ranks. 
In India this tendency to overdo one self also has its 
roots in feudalistic values in our society which makes 
people add more and more direct subordinates for 
that feel of power and authority. These are some of 
the few behavioural contributing to increase in span 
of control of managers and leaders over the years 
thereby robbing the organisation the benefits of a 
more agile and responsive entity.

Another major issue resulting in unmanageable 
number of subordinates with a single supervisor 
is the misunderstanding of the process of review 
in the performance management system. Many 
organisations, have a system of review by the manager 
one step higher than the immediate supervisor. Also 
in many organisations there is a system of moderation 
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of ratings given by the immediate supervisors and 
the reviewing officer. To complicate the matters this 
review is done by a team of top leadership team which 
might not have even interacted with the appraisees 
at all. In principle these mechanisms of review and 
moderation of ratings is basically a safeguard against 
misuse of the ratings by a few supervisors. Generally 
speaking in regular course, the reviewing officer and 
the apex moderation system should not be interfering 
with the assessment of the ratings of the immediate 
supervisor and wherever they feel they need to 
interfere they should be giving reasons for differing 
with the assessment of the immediate supervisor. But 
again in many organisations the reviewing officers 
apply their independent mind in all cases in which 
they are the reviewing officers for the simple reason 
that it gives them a sense of greater power and 
authority beyond what is reasonably due to them. In 
the process they significantly undermine the position 
of the supervisor vis-a-vis their subordinates thereby 
denting their authority to supervise.

Technology has come a long way in overcoming the 
limitations of span of control of supervisors. Earlier 
span of control was mostly restricted to subordinates 

and supervisors belonging to same location. A 
subordinate in a different location was ceded higher 
degree of independence by the controlling authorities. 
Only their business results were monitored either on 
monthly or quarterly basis. But today with multiple 
instant communication options and ease of video 
conference calls the degree of control over such 
subordinates have also increased thereby further 
filling the already full platter of supervisors and 
business leaders.

Conclusion

The whole concept of independent verticals within 
an organisation which became popular in this 
century in part has its roots in limiting the span of 
control for the supervisors. It is true that businesses 
at time need to increase the span of control to meet 
business objectives. Also newly appointed leaders 
need to interact with more number of people to get 
the feel of the organisation faster. But at the same time 
sight should not be lost of difficulties inherent in a 
larger span of control and at the first opportunities 
the natural span of control shall be restore in the 
organisaton.
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ABSTRACT

The article talks about the significance that "Social Connection" hold for achieving 
organizational excellence, particularly in the increasing complex organizational set-up 
where, more than individuals, it is the collaborative and collective output of diverse teams 
that are creating organizational success stories. The teams and networks may be formal 
within the structure but there are these informal set of networks that thrive in and around the 
formal ones. They both help the organizations leverage the knowledge/ domain expertise pool 
and also in building a cushion for the emotional well-being of its employees. However these 
formal and informal set of networks and social connections require a conscious effort from 
the organisation in nurturing them through various cultural, structural  & technological 
approaches. The article elaborates on these approaches and how it is important to nurture 
"Social Connection" in the organizational context so that leveraging the value of these social 
networks can become a long-lasting proposition.

Introduction 

The Importance of Social Connections in Organizations

Organizations are socio-technical systems. Among the many reasons that 
people join organizations, one is the need to achieve something with the help 

of others that they couldn’t possibly achieve alone keeping in view the limitations 
of capabilities and resources that an individual can draw upon on his or her own 
without support from others. People also join organizations to belong to a group 
from which they can draw a sense of identity and the social support that comes 
from being a member of a group or community.

With the increasing complexity, the nature of work also has become more 
collaborative, with business outcomes depending less on individuals and more 
upon the collective output of diverse teams having members from various 
disciplines and geographies. Increasing interdependences within organizational 
units and even between organizations within business eco systems have further 
reinforced the importance of ties between people for the success of organizations. 
This has also affected the manner in which individuals in an organization can 
hope to achieve excellence, with collaborative abilities and social ties getting an 
increasingly important role in individual success too.

Organizations have traditionally connected the people who work in them, top 
down through interactions structured around the organization chart, or hierarchy, 
and connected people across a work flow, end to end, structured around their 
business processes. These two dimensions-hierarchy and process-have shaped the 

“Because informal 
networks are not, 

by their very nature, 
part of official 

hierarchy, they 
are often starved 
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the right kind 

of management 
attention. For 

organizations to get 
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nurture existing 
networks and 

design networks to 
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way organizations saw the world, its challenges and, 
more importantly, the portfolio of potential solutions 
to those challenges. But there is a crucial third 
dimension to organizational effectiveness. We see this 
when people get things done by working in the so-
called “white space” in the organizational structure, or 
by working across the “seams” of a business process. 
In their ways of working and connecting with each 
other, they do more than just what they are told top-
down and more than what is defined as their job. This 
is the social dimension.

Given this context, it is important to understand 
how social connections can affect individual and 
organizational performance and how organizations 
can leverage social connections to achieve excellence.

Leverages of Social Connections

The Knowledge Lever

The need for more radical innovation for 
competitiveness has increased the need for combining 
knowledge from different disciplines, which has 
emphasised the need to connect people who would 
not normally fall within any administrative chain 
of command. The confluence of varied knowledge 
streams requires people from different domains to 
reach out and explore technologies and issues on 
the interfaces of different disciplines. Social collateral 
is a great enabler for knowledge combinations and 
effective working of cross functional team, who 
would be required not only to bring in their know-
how but also draw upon the knowledge base of 
their network of contacts. Personal social networks, 
both within and outside of companies, increase the 
value of collaboration by reducing the search and 
coordination costs of connecting parties who have 
related knowledge and interests. Large R&D projects 
are nowadays done by X (Extended)- teams, with 
core team members using their extended networks 
as the support system. Co-creation with customers 
and suppliers has become a norm with organizations 
focusing a lot on open innovation, which again relies 
on mechanisms for drawing upon knowledge beyond 
the organization. Companies like SAP are creating 
forums for users, which provide not only solutions 
to problems faced by their clients, but also new 
product ideas. By providing a forum for application 
developers, Apple manages to get a huge basket of 

high quality apps developed by people not directly 
working for Apple.

As organizations shift from selling products to 
solutions, knowledge management systems are used 
to leverage the knowledge bank of the organizations 
and expertise of the people spread across geographies 
to be used in an integrated manner. The chemical 
industry is an example of this shift. 

The Emotional Well-Being Lever

An increasing body of research is confirming that 
emotional well-being is closely tied to motivation and 
innovation. Most high performing organizations also 
figure in the list of great places to work. The competitive 
advantage from people comes from the discretionary 
efforts that people make at work to provide better 
solutions to problems, services to clients and support 
to colleagues who need help. Employee engagement 
is a key performance area for people management in 
any organization because competitiveness, more often 
than not, comes from superior execution of strategies, 
which requires people to take up activities which are 
not explicitly defined in organizational procedures. 
Responsiveness of organizations comes essentially 
from empowered people who can take spot decisions 
because the social system in the organizations 
supports it. Dense networks generate bonding social 
capital that allows transacting valuable assets, while 
loose networks create bridging social capital that 
improves access to cheap favors like information. 
These networks provide confidence to individuals to 
exercise discretionary control without fear of failure. 
Social networks also help intermediaries to connect 
people seeking help on problems to people who have 
the solutions by using their social connections to both 
sides as a bridge. The quality of the social atmosphere 
in an organization has strong bearing on motivation, 
which in turn affects productivity. Low social capital 
organizations tend to have high turnover rates, and 
salary alone does not reliably assure longevity: people 
who do not have other ties to an organization can be 
enticed away by a higher bidder.

In addition to the effect of low morale and low trust 
on the quality of work, companies that ignore social 
capital issues are saddled with additional expenses for 
hiring and training and costs of monitoring employees 
that high-trust organizations can minimize. Also, 



17

Leveraging Social Connections for Organizational Excellence

organizations cannot hope to have lasting, loyal, effective 
relationships with customers if lasting, loyal, effective 
relationships are not common among employees.

Nurturing Social Connections

Considering the strong impact on organizational 
performance, there is a need to actively nurture them 
and this can be done by managers using both cultural 
and structural approaches. Both these approaches 
can work in synch to make the right kinds of social 
connections to thrive and harness the social capital for 
organisational advantage.

Cultural Approaches

At many leading-edge enterprises, a new form of 
organization is emerging--one that is simultaneously 
innovative and efficient, agile and scalable.  An 
organization built around collaborative communities. 
Collaborative communities encourage people to 
continually apply their unique talents to group 
projects--and to become motivated by a collective 
mission, not just personal gain or the intrinsic 
pleasures of autonomous creativity. By marrying a 
sense of common purpose to a supportive structure, 
these organizations are mobilizing knowledge 
workers’ talents and expertise in flexible, highly 
manageable group-work efforts. The approach 
fosters not only innovation and agility but also 
efficiency and scalability.  Building such a community 
based organisation requires organizational effort 
in nurturing a contribution ethic and high quality 
connections that energise the workforce.

Nurturing A Contribution Ethic

Collaborative communities share a distinctive set of 
values, an ethic of contribution. It accords the highest 
value to people who look beyond their specific roles 
and advance the common purpose. The collaborative 
view rejects the notion of merely “doing a good job,” 
unless that actually makes a contribution. An ethic 
of contribution means going beyond one’s formal 
responsibilities to solve broader problems, not just 
applying greater effort. It also rejects the strong 
individualism of the market model and instead 
emphasizes working within the group (rather than 
trying to gain individual control or responsibility) and 
eliciting the best contributions from each member for 

the common good. Trust in collaborative communities 
arises from the degree to which each member believes 
the other members of the group are able and willing 
to further the shared purpose.

Every organization has two kinds of people, givers, 
who are more concerned about their contribution 
and takers who are very assertive about what they 
want. People can demonstrate these opposing traits 
across a whole range of behaviours ranging from 
outright selfishness to selfless sacrifice, with most 
people ranging in-between.Every day, employees 
make decisions about whether to act like givers or like 
takers. When they act like givers, they contribute to 
others without seeking anything in return. They might 
offer assistance, share knowledge, or make valuable 
introductions. When they act like takers, they try to 
get other people to serve their ends while carefully 
guarding their own expertise and time. Organizations 
have a strong interest in fostering giving behavior. 
A willingness to help others achieve their goals lies 
at the heart of effective collaboration, innovation, 
quality improvement, and service excellence. In 
workplaces where such behavior becomes the norm, 
the benefits multiply quickly. When employees act 
like givers, they facilitate efficient problem solving 
and coordination and build cohesive, supportive 
cultures that appeal to customers, suppliers, and top 
talent alike. Giving behaviours become productive in 
the organizations suitably shape the behaviours in a 
manner that makes givers productive and provides 
takers with incentives to collaborate and repercussions 
for refusing reasonable requests. 

• Building a network of givers, will enable employees 
to fulfill requests without accepting the entire 
burden themselves. 

• Asking recipients to pay it forward also serves 
as a mechanism for sincerity  screening,  letting  
employees  see  who’s  willing  to  help  and  who  
isn’t.  Encouraging the givers to be more assertive 
by making them see that their assertiveness is 
required for the benefits of many other people 
also, not just them is also required. 

• Employees who are uncomfortable with self-
advocacy should be encouraged to shift their 
frames of reference and see their assertiveness 
as a means of advocating for others using their 
organizational goodwill. 



GROWTH • Oct. - Dec. 2013

18

• Managers can encourage the types of giving that 
are best aligned with employees’ skills, interests, 
and values. The more an employee becomes 
known for offering specific kinds of help, the less 
likely people are to pile on miscellaneous requests. 
Over time the questions directed toward that 
employee will become more aligned with his or 
her expertise and enjoyment, making giving more 
sustainable. When helping is based on a sense of 
mastery and personal choice rather than duty and 
obligation, it’s more likely to be energizing than 
exhausting. 

By ensuring that those who exemplify collegial 
generosity are protected from  being  taken  advantage  
of  and helping  them  to  gain  stature  as  successful  
givers, enabling  employees  who fear the risks of 
giving to contribute more to others and to the  success  
of  the  enterprise and  creating  a culture  of  and  
reputation  for  generosity  that  attracts more givers to  
the organization and appeals less  to takers, managers 
can leverage the power of social connections  for 
building a collaborative high performance workplace 
that outperforms competitors and gives its people a 
sense of mastery and well-being.

Nurturing High Quality Connections (HQC)

In the course of getting work done in an organization, 
every person ends up having a large number of 
interactions with other people. While the frequency 
of these interactions varies between different people, 
each of these interactions is a potential source for 
building a connection. These interactions gain 
increased significance especially in work teams which 
impact workforce morale and productivity, and in 
interface points in organizations like customer service, 
which have a significant bearing on how customers 
perceive the organization. Work connections are the 
dynamic, living tissue that exists between two people 
at work when there is some interaction involving 
mutual awareness. Connection quality is marked by 
three subjective experiences. 

• First, connection quality is sensed by the feelings of 
vitality in connection. People in an HQC are more 
likely to feel positive arousal and a heightened 
sense of positive energy. 

• Second, the quality of a connection is also felt through 
a sense of positive regard. Being regarded positively 
denotes a sense of feeling known and loved, or 
being respected and cared for in connection. 

• Third, the subjective experience of a connection’s 
quality is marked by the degree of felt mutuality. 
Mutuality captures the feeling of potential 
movement in the connection, borne out of mutual 
vulnerability and responsiveness as both people 
experience full participation and engagement in 
the connection at the moment. 

These three subjective markers help to explain why 
HQCs are experienced as attractive and pleasant, but 
also as life-giving. Higher connection quality implies:

• Greater emotional carrying capacity, which is 
evidenced by both the expression of more emotion 
when in the connection and the expression of both 
positive and negative emotions. 

• Tensility of the connection, which captures the 
connection’s capacity to bend and withstand strain 
and to function in a variety of circumstances. It is the 
feature of the connection that indicates its resilience 
or the capacity to bounce back after setbacks. 

• Connectivity describes a connection’s level of 
openness to new ideas and influences

The three structural features help specify why 
connections of higher quality between two people 
foster beneficial outcomes.

Organizational members can shape connecting 
possibilities through actively judging the presence of 
qualities such as warmth, support, and acceptance in 
others. 

• Using the emotions pathway, employees might 
intentionally cultivate a capacity for gratitude for 
the contributions of others to their success. 

• From the behavioral pathway, individuals might 
experiment with different methods of playing 
with their work colleagues. 

Each option broadens the repertoire of possibilities for 
how individuals can actively participate in cultivating 
possibilities for HQCs at work for self and for others, 
by attending to the engines of connection-building 
identified in each of the mechanism discussions.
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Structural and Technological Approaches

Structural and technological adjustments also make 
it easier to make the interactions necessary for 
establishing and sustaining the social connections 
more probable and richer. The organization design, 
the technological context and the workflow can 
be tweaked to reduce the costs of establishing and 
maintaining connections between people, thus 
increasing the probability of more connections being 
established.  Web 2.0 technologies provide a very 
effective means of breaking the barriers of time and 
space to enable global communities of interest to 
be formed and enable people to collaborate across 
multiple domains. However, this process can also get 
inefficient if the social interactions are not managed 
effectively and left to natural processes of socialisation. 
Social network analysis of an organization can help 
in identifying areas where these interactions can be 
more fruitfully channelized.

Using Web 2.0 for Organizational Effectiveness

Web 2.0 technologies can be a powerful lure for an 
organization; their interactivity promises to bring 
more employees into daily contact at lower cost. 
When used effectively, they also may encourage 
participation in projects and idea sharing, thus 
deepening a company’s pool of knowledge. They may 
bring greater scope and scale to organizations as well, 
strengthening bonds with customers and improving 
communications with suppliers and outside partners.

Looking beyond company borders, significant 
benefits have stemmed from better interactions 
with organizations and customers. The ability to 
forge closer ties has increased customers’ awareness 
and consideration of companies’ products and has 
improved customer satisfaction.

Web 2.0 delivers benefits by multiplying the opportunities 
for collaboration and by allowing  knowledge to spread 
more effectively. These benefits can accrue through 
companies’ use of automatic information feeds such as 
RSS or micro blogs, of which Twitter is the most popular 
manifestation. Although many companies use a mix 
of tools, the survey shows that among all respondents 
deriving benefits, the more heavily used technologies 
are blogs, wikis, and podcasts—the same tools that are 
popular among consumers

Using Social Network Analysis to Improve 
Communities of Practice

Social network analysis (SNA) can help address this 
question by allowing executives to visualize the 
myriad relationships either facilitating or impeding 
community effectiveness. SNA involves measurement 
of the interactions between different people and 
mapping the information flows on a network diagram. 
Through this analysis it identified different roles that 
different people are playing in a community. Some of 
the roles are

• Central Connectors- Central people often have 
the most direct connections in a network and by 
virtue of this can have a substantial impact on a 
community. 

• Brokers- those who, by virtue of where they sit 
in the network, are disproportionately important 
in holding the entire community together. They 
tend to integrate important sub-groups in a 
network in ways that central people or those in 
formal positions of authority sometimes do not. 
Because these people reside on the shortest path 
between many others in the network, they are 
ideal employees to work through when trying to 
quickly diffuse certain kinds of information such 
as a new best practice or organizational change.

• Peripheral Players- loosely connected or isolated 
members that often represent under-utilized 
resources of a community as their skills, expertise, 
and unique perspectives are not leveraged 
effectively.

SNA can also identify weaknesses in the overall 
pattern of information flows like 

• Fragmentation points- disconnects usually exist 
across kinds of expertise, cultural values, functions, 
projects, hierarchy, physical location, and tenure 
that can keep a community from being as effective 
as possible. Targeting these gaps, rather than 
promoting connectivity indiscriminately, yields 
much more effective and efficient solutions for 
community development.

• External Connectivity- the way a community 
is connected externally and learning and/or 
impacting the work of others. This external 
perspective can be critical to promoting points 
of connectivity that need to be established with 
external stakeholders

Leveraging Social Connections for Organizational Excellence
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SNA can be particularly helpful in moving a 
community from an ad hoc, informal group to a 
value-producing network by focusing on five points:

• improving information flow and knowledge-reuse;

• developing an ability to sense and respond to key 
problems or opportunities;

• driving planned and emergent innovation;

• nurturing value-creating interactions; and

• engaging employees through community efforts.

SNA provides an x-ray of the inner workings of these 
groups that helps community leaders locate the high-
leverage intervention opportunities. Sometimes 
a community chokes because its key experts are 
overloaded. Instead of investing time capturing and 
sharing best practices, these highly valued experts 
often become consumed by repetitive and mundane 
requests from the field. This pattern of behavior 
impedes critical knowledge dissemination. The 
network analysis also highlights silos across both 
geography and functions because of insufficient 
linkages between geographically or organizationally 
separated units dealing with the same practice. An 
equally important impediment in knowledge sharing 
in communities is that the experts do not know 
many people in the field who seek their best practice 
insight. A significant focus for improvement lies 
with means to help build awareness of “who knows 
what” throughout the network. Targeting peripheral 
network members enables them to become a lot more 

involved in the community and tapping into their 
knowledge and expertise to help others. 

The strength of SNA as an analytic tool rests not with 
simply promoting connectivity but in helping those 
interested in forming vibrant communities to be much 
more targeted and effective in the interventions they 
employ to improve collaboration. 

Conclusion

A significant aspect of value within the organizations is 
in the web of connections that people in organisations 
are embedded in. Leaders today must be able to 
harness ideas, people, and resources from across 
boundaries of all kinds. That requires reinventing their 
talent strategies and building strong connections both 
inside and outside their organizations. Differences 
in convictions, cultural values, and operating norms 
inevitably add complexity to collaborative efforts. 
But they also make them richer, more innovative, 
and more valuable. Getting that value is the heart of 
collaborative leadership required for leveraging the 
value in social networks.

Because informal networks are not, by their very 
nature, part of official hierarchy, they are often starved 
of resources – and the right kind of management 
attention. For organizations to get benefits, conscious 
effort is needed to nurture existing networks and 
design networks to leverage value. It takes a different 
kind of approach from the traditional command and 
control, but the results would also be very significant
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ABSTRACT

The main purpose of this paper is to discuss the technological changes and financial 
innovations in Indian financial services particularly in banking sectors which has created 
an opportunities for providers and users of financial products. Indian banking industry is 
one of the most established sectors and also important for the country’s economy.  It has 
become one of the most preferred banking destinations in the world because of the better 
banking system. The findings of the paper are based on the various financial innovation 
in the form of different benefits of e-banking services to the customers and service provider 
banks in India. Public sector banks make prominent part of it, and account for 78 per cent of 
the country’s total banking assets. This paper has highlighted the various internet banking 
services are available

“Moreover, 
financial and 
technological 

innovations are 
inextricably bound 

together and 
evolve together, 

suggesting 
that financial 
innovation is 
essential for 

improving the 
wealth of nations.”

Introduction 

“Everybody talks about financial innovation, but (almost) nobody empirically tests hypotheses 
about it.” - Frame and White

Banking in India originated in the first decade of 18th century with The General 
Bank of India coming into existence in 1786.  This was followed by Bank of 

Hindustan.  Both these banks are now defunct.  The oldest bank in existence in 
India is the State Bank of India being established as ‘The Bank of Calcutta’ in 
Calcutta in June 1806. Today banking is being redefined as ‘trading on information 
related to money and markets’. The definition has emanated from emergence and 
use of Information Technology in financial product and services.  Banking all over 
the world has been using IT from 1960 onwards, and today it is unconceivable to 
think of banking without support from IT. Indian banks started their mechanization 
or computerization programme in 1980s predominantly guided by the bipartite 
agreement between the management and staff unions.  The basic business of a 
bank is to borrow funds cheap and to lend it dear. The implementation of core 
banking systems has proven to be a big boon in providing anywhere access to 
banking services and the treatment of a customer as that of a bank and not as a 
constituent of a specific branch. 

Innovation is a continual process of creative destruction where unproductive 
and irrelevant ideas, systems and mechanisms are replaced by new and more 
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productive ones. According to Benjamin Friedman, 
“Financial innovation is thus central to both economic 
growths.”Innovation is generally a response to a 
change in the environment. However, innovations 
in financial products also have given rise to some 
new challenges for market participants and their 
supervisors in the areas of corporate governance 
and compliance. The process of innovation is not 
always painless as individually all innovations are 
not necessarily successful but collectively it is the 
process of innovations that leads us ahead in the 
path of progress. Recently we have seen this process 
of creative destruction at work more closely in the 
financial sector. The business environment across 
the globe has been witnessing an unprecedented 
turmoil over the last couple of years. Financial 
innovations have become a conventional and popular 
phenomenon for the contemporary world of finance. 
These innovations have enabled them to win new 
customers by increasing demand for their products 
and have also increased their importance in the eyes of 
other businesses. The customers of today have become 
smarter and more knowledgeable. As a result, their 
demands and standards have also risen. In order to 
meet those demands, financial institutions have come 
up with their own set of innovations that they employ 
to achieve a high degree of customer satisfaction.

Literature Review

It is necessary to take a close look at the main features 
of the current wave of financial innovation and 
evaluate objectively what it has achieved and at 
what cost.  It is also important to identify the lessons 
the financial change and innovation in foreign 
markets offer to countries like India in shaping our 
future financial policies. The financial industry in 
major developed countries and in the international 
markets has undergone phenomenal changes in 
recent years. While referring to the main features of 
the process of these changes several catchy phrases 
such as globalization, financial market integration, 
securitization and innovation are being widely used.  
With the progressive dismantling of regulatory and 
technological barriers, competition among financial 
institutions within and across national frontiers and 
between different types of financial and non-financial 
institutions has intensified(Verghese,1990).  

According to Luecke and Katz, “Innovation is generally 
understood as the successful introduction of a new 
thing or method. Innovation is the embodiment, 
combination or synthesis of knowledge in original, 
relevant, valued new products, processes or services.”  

According to Joseph E. Stiglitz, Professor, Columbia 
University, “The right kind of innovation obviously 
would help the financial sector fulfil its core functions; 
and if the financial sector fulfilled those functions 
better, and at lower cost, almost surely it would 
contribute to growth and societal well-being. But, for 
the most part, that is not the kind of innovation we 
have had.

According to Ross Levine, James and MerrylTisch 
Professor of Economics, Brown University, “Finance 
is powerful. As the last few years demonstrate, 
financial innovations can be used as tools of economic 
destruction. But the last few centuries demonstrate that 
financial innovation is crucial, indeed indispensable, 
for sustained economic growth and prosperity.”

Financial systems provide vital services- they 
evaluate, screen and allocate capital, monitor the 
use of that capital, and facilitate transactions and 
risk management. If financial systems provide these 
services well, capital flows to the most promising 
firms, promoting and sustaining economic growth. 
Financial innovation-the creation of new securities, 
markets and institutions-can improve financial 
services and thereby accelerate economic growth.

Moreover, financial and technological innovations 
are inextricably bound together and evolve together, 
suggesting that financial innovation is essential for 
improving the wealth of nations. As described by 
Adam Smith, the very essence of economic growth 
involves increased specialisation and the use of more 
sophisticated technologies. The increased complexity 
makes it more difficult for the existing financial system 
to evaluate new enterprises or manage their novel 
risks. Thus, economic progress itself makes any existing 
financial system obsolete. Without a commensurate 
modernisation of the financial system, the quality of 
financial services falls, slowing economic growth.

E-banking Methodology

It is a generic term for delivery of banking services 
and products through electronic channels, such as 
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the telephone, the internet, the cell phone, etc.  It is 
otherwise known as internet banking and the concept 
and scope of e-banking is still evolving. There is no 
official definition of this term, but it generally implies 
a service that allows customers to use some form of 
computer to access account-specific information and 
possibly conduct transactions from a remote location-
such as at home or at the workplace. E-banking system, 
any user with a personal computer and a browser 
can get connected to his banks website to perform 
any other virtual banking functions.  Under this 
internet banking system, the bank has a centralized 
database which is web-enabled. Services of a bank 
which is permitted on the internet are displayed in 
the menu and a customer can select any one of his 
own choice and further interaction is dictated by 
the nature of service. Once the branch offices of the 
bank are interconnected through satellite links, there 
would be no physical identity for any branch. Several 
initiatives taken by the government of India, as well 
as the Reserve Bank of India (RBI), have facilitated the 
development of E-banking in India. The Government 
of India enacted the IT Act, 2000, which provides 
legal recognition to electronic transactions and other 
means of electronic commerce. The network which 
connects the various locations and gives connectivity 
to the central office within the organization is called 
intranet. These networks are limited to organizations 
for which they are set up. SWIFT is a live example of 
intranet application.

Managing innovation in a financial services context 
is challenging, and in many ways different, from a 
product environment. Only a superior innovation 
capability can create a sustainable advantage. It is 
virtually impossible to create sustainable competitive 
advantage with a single innovation. Most innovations 
in financial services can and will be copied by 
competitors. Innovation is a perennial hot topic in 
business, widely viewed as the key to corporate 
success. Services are becoming increasingly important 
as an engine for India’s economic growth. Financial 
innovation refers both to technological advances which 
facilitate access to information, trading and means 
of payment, and to the emergence of new financial 
instruments and services, new forms of organisation 
and more developed and complete financial markets. 
To be successful, financial innovation must either 
reduce costs and risks or provide an improved 

service that meets the particular needs of financial 
system participants. Financial innovation enhances 
sustainability of institutions and their outreach to the 
poor. A useful distinction between different types of 
financial innovations includes: 

1. Financial system/institutional innovations

It includes the financial sector as a whole, related to 
changes in business structures, to the establishment 
of new types of financial intermediaries, or to changes 
in the legal and supervisory framework. Important 
examples include the use of the group mechanism to 
retail financial services, formalizing informal finance 
systems, reducing the access barriers for women, or 
setting up a completely new service structure. 

2. Product innovations

It includes the introduction of new credit, deposit, 
insurance, leasing, hire purchase, and other financial 
products. Product innovations are introduced to 
respond better to changes in market demand.

3. Process innovations 

It includes the introduction of new business processes 
leading to increased efficiency, market expansion, 
etc. Examples include office automation and use 
of computers with accounting and client data 
management software. 

Finding: Internet Banking in India

The Reserve Bank of India constituted a working 
group on internet banking.  They are

i) Information Only System: Under this system, 
general information like interest rates, branch 
location, bank products and their features, loan 
and deposit calculations are provided in the 
banks website.  There is no interaction between 
the customer and bank’s application system.  
No identification of the customer is done.  This 
system only provides wide variety knowledge 
about the banking information.

ii) Electronic Funds Transfer System (EFTs): Under 
this system, the banks transfer the salaries from 
company’s account to employee’s account as per 
the instruction of the employer. 
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iii) Automated TellerMachine (ATMs): An ATM 
is an electronic fund transfer terminal capable 
of handling cash deposits, transfer between 
accounts, balance enquiries, cash withdrawals 
and pay bills. It may be on-line or off-line. The on-
line ATM enables the customer to avail banking 
facilities from anywhere. In off-line the facilities 
are confined to that particular ATM assigned. 
Any customer possessing ATM card issued by 
the Shared Payment Network System can go to 
any ATM linked to Shared Payment Networks 
and perform his transactions. ATM is operated 
by plastic card with its special features which is 
replacing cheque. 

iv) Debit Card:  A debit card is a pre-paid card (plastic 
money) which is used as a way of payment to 
purchase goods or services on credit. When a 
person uses this card, the Internet Banking house 
gets money transferred to its account from the 
bank of the buyer. As it is a pre-paid card, the 
customer can never overspend, because the 
system rejects any transaction which exceeds the 
balance in his account.

v) Credit Card: A credit card is a post paid card 
(plastic money) which is used as a way of 
payment to purchase goods or services on credit. 
The credit card holder is empowered to spend 
wherever and whenever he wants with his credit 
card within the limits fixed by his bank. It helps to 
purchase goods or services on credit without any 
hassle of carrying cash, thus making the shopping 
much easier.  It provides several benefits such 
as free credit period, online shopping, offering 
reward points on purchases, borrowings etc. It is 
used to withdraw cash through ATMs at anytime 
anywhere, i.e., 24 X 7.

vi) Smart Card: A smart card is known as an electronic 
purse or wallet, which ispopularly known as 
‘Key to the global village’. It is a plastic card that 
contains an embedded computer chip–either a 
memory or microprocessor type–that stores and 
transacts data. This data is usually associated 
with either value, information, or both and is 
stored and processed within the card’s chip. The 
card data is transacted via a reader that is part of 
a computing system. Systems that are enhanced 
with smart cards are in use today throughout 

several key applications, including healthcare, 
banking, entertainment, and transportation. 
New information and applications can be added 
depending on the chip capabilities. Smart cards 
can store several hundred times more data than 
a conventional card with a magnetic stripe and 
can be programmed to reveal only the relevant 
information.  The smart card is the ideal support 
for payment over the internet, whether in cash or 
as credit. However, the internet shopper needs to 
connect his smart payment card to his computer 
and through the computer to the internet. Smart 
card readers are inexpensive, low-power devices 
which can be easily added to existing computers.  

Major Trends

1. Retail banking will be immensely benefited from 
the Indian demographic dividend. Mortgages 
will grow fast and may cross Rs. 40 trillion by 
2020.

2. Rapid accumulation of wealth in rich households 
will drive wealth management to 10x size.

3. The Next Billion consumer segment will emerge 
as the largest in number and will accentuate the 
demands for low cost banking solutions.

4. Branches and ATMs will need to grow 2X and 
5X respectively to serve the huge addition to 
bankable population.  Low cost branch network 
with smaller sized branches will be adopted.

5. Mobile banking will come of age with widespread 
access to internet on mobile.

6. Banks will adopt CRM and data warehousing in 
major way to reduce customer acquisition costs 
and improve risk management.

7. Margins will see downward pressure both on 
retail and corporate banking spurring banks 
to generate more fees and improve operating 
efficiency.

8. Banks will discover the importance of the SME 
segment for profitability and growth and new 
models to serve SME segment profitably will be 
found.

9. Investment banking will grow 10x, driven by 
demand from corporate for transaction support 
and capital market access.
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10. Infrastructure debt will surpass Rs. 45 trillion–half 
of which will be on bank’s books. It will touch the 
ALM limits of banks and will require a significant 
upgrade of banks’ risk management systems.

Benefits of E-Banking

There are several benefits enjoyed by a customer 
who are using the e-banking facilities. A customer 
can check his transactions at any time of the day, and 
as many times as he wants to. E-banking facilities 
provide several benefits to customers as well as to the 
banks.  The details of the benefits are given below:

Benefits to the Customer

i) 24 hours Continuous service

ii) Acceptability of card across multiple bank 
ATMs, even foreign tourists can access Maestro/
VISAATMs.

iii) Financial discipline

iv) Greater customer satisfaction

v) Greater security to the customer

vi) Less time for transactions 

vii) Plethora of services available in addition to cash 
dispensing.

viii) Services available from everywhere

Benefits to the Service Provider Bank

i) ATMs serve as the crucial touch points for cross 
selling of bank’s products

ii) Building competitive strength

iii) Cost of setting up ATMs much lower than the 
branch.

iv) Enables the bank to display products on the screen 
and serves as a media for publicity for the bank.

v) Less hassle in handling cash

vi) Migration of the routine transactions to the ATMs 
frees the bank’s staff for more productive work

vii) Reduction of load on branches

viii) Unlimited network to the bank

Internet Banking Frauds and Precautions

Internet banking fraud is a fraud or theft which 
is committed by transferring money from a bank 

account to another account in the bank without the 
knowledge of the former bank account holder.  It is 
usually possible through the techniques of phishing.  
Under the phishing arrangements, fraudsters posing 
as banker, who float a site similar to that of the person’s 
bank.  Usually they asked to provide all personal 
information along with the number and password.  
The number and password are then used to carry out 
transactions on their behalf without their knowledge. 
The bank usually provides customers identity number 
and password to secure transactions. But due to some 
ignorance or silly mistakes, many customers are easily 
fall into the trap of cyber criminals.  

For safe internet banking, customers are advised not 
to provide sensitive account-related information over 
unsecured e-mails or over the phone. They should 
avoid online banking on unsecured wifi systems 
and operate only from PCs at home. The personal 
information should not be kept in a public computer or 
in emails.  One should not reveal password to anyone, 
nor even write it on a piece of paper or in a diary. The 
PIN (Personal Identification Number) should be alpha-
nemeric and the customer should change it frequently.   
The customer may install a personal firewall to 
prevent hackers from gaining unauthorized access to 
the computer, especially if the customer connects to 
the internet through a cable or a modem. 

Discussion: severe challenges for the next decade

Information is at the heart of today’s business, and 
the all-pervasive impact of Information Technology 
in harnessing, collating and processing huge volumes 
of information is definitive. In this scenario, the need 
for ensuring that information is kept confidential 
adhering to accepted norms of privacy and making it 
available to authorized users at the appropriate time 
assumes grseat significance. This is particularly valid 
for the banking sector where day-to-day operations 
are centered on information and information 
processing, which in turn is highly dependent on 
Technology. This conference on “ Security Framework 
in Indian Banks” jointly organized by the Indian 
Banks’ Association, the Data Security Council of India 
in collaboration with the Institute for Development 
and Research in Banking Technology as the 

E-innovations in Indian Financial Services : The Vanguard of Banking Revolutions
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Knowledge partner is thus not only appropriate but 
also of topical relevance to banks. There are two areas 
in which the Indian banking industry will be severely 
challenged to find a solution over the next decade.  
First pertains to the rising expectation from banks 
to find an economically viable solution to financial 
exclusion.  The second pertains to HR challenge in 
the public sector.  While the first challenge demands 
unusual innovation and experimentation, the second 
threatens to cripple the ability of the largest segment 
of the banking industry from being able to innovate 
and stay competitive.  Banking as a business involves 
the management of risks based on a repository of trust 
extended by the customers. If this objective has to be 
accomplished, it becomes imperative for all security 
concerns especially customer sensitive data to be 
addressed in an effective way so as to ensure that 
the trust levels are well preserved and information 
assets perform the role that they are supposed to. 
While every banker understands the implications of 
financial risks, the risks arising out of the large scale 
implementation of technology and IT is not so well 
defined. Security in banks thus assumes significant 
proportions, comprising physical security in addition 
to the factors relating to security of Information and 
Information Systems, all of which have an impact on 
the reputational risk faced by banks. 

Conclusion

Electronic banking is an umbrella term for the 
process by which a customer mayperform banking 
transactions electronically without visiting a brick-
and-mortarinstitution. Indian banking has around 
225 years of history and has undergone many 
transformations since independence. The growth 
in the Indian Banking Industry has been more 
qualitative than quantitative and it is expected to 
remain the same in the coming years. Earlier, banking 
was virtually a monopoly of the public sector banks 
with full protection from the State. But the process 
of reforms in the Indian banking system has thrown 
them out to more liberal and free market forces. 
Innovation is good if used with prudence, with due 
diligence, with adequate safeguard and above all 
with control of the Reserve Bank of India. Apart from 
physical proximity, strong cultural ties and shared 
heritage, there are sound complementarities between 
the financial services industry in India.  India can be 
the doorway to the world for the financial services if 
the synergies can be developed between the investors 
and clients.The most important battlefront, however, 
is around the leadership and governance of financial 
institutions. In dealing with market and competitive 
pressures, financial executives must demonstrate 
genuine leadership in making decisions that benefit 
all stakeholders, including the society at large.
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ABSTRACT

Technology is an expression of human creativity. As a vehicle of economic growth and 
prosperity and as an assurance of better quality of life, technology gives its holder a power 
that is neither esoteric nor neutral. Developed economies are identified with countries that 
properly use technology for creation of wealth. Less developed economies are identified with 
countries lacking the technological know-how necessary to create wealth. To reiterate, it is 
not the technology it self that creates the wealth, rather it is the appropriate and effective use 
of technology that dose so.

In this context therefore management of technology assumes greater importance than 
technology per se. Management of technology links engineering, science and management 
discipline to plan, to develop and to implement technological capabilities to shape and 
accomplish the strategic and operational goals of an organisation.

The integrated steel plants (except TISCO and IISCO ) were constructed in the sixties 
and seventies with the aid of different countries, where the plants did not have much say 
in the selection of technology. Since then a number of technologies have been implemented 
successfully by these plants. However it was observed that some of the technologies which 
were scouted, evaluated and recommended for implementation could not be implemented, or 
even if implemented ,they were not gainfully utilised .This happened due to different reasons, 
viz. incomplete planning process, financial constraints, non involvement of the management 
of the plant at the top and failure to address and utilise the technical competencies .

This paper brings out the different factors which influence the management of technology in 
integrated steel plants in India.

Introduction 

Technology is an expression of human creativity. As a vehicle of economic 
growth and prosperity and as an assurance of better quality of life, technology 

gives its holder a power that is neither esoteric nor neutral. Developed economies 
are identified with countries that properly use technology for creation of wealth.
Less developed economies are identified with countries lacking the technological 
know-how necessary to create wealth.

Among the technology led business, there is distinction between those sectors 
where technology changes or improves at faster pace, and those where innovations 
are far and few, but have a seminal effect on business environment for a significant 
period of time. The example of the first kind include business in the semi-

“Today there is 
no permanent 

technology 
advantage for 

any firm. There 
is only temporary 

lead-time in 
technology. This 
makes managing 

strategic 
technologies 

essential for long-
term survival.”
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conductor industry, information technology etc. The 
second kind of business include engineering industry, 
advance metallurgy etc.

These two types of business therefore require different 
managerial approaches whereas the first kind requires 
a more proactive approach as firms have to act faster 
than before to respond to more intense competition, 
the second requires a more critical understanding 
of the technology, it’s forecasting and assessment, 
acquisition implementation and adaptation etc. 
(Kapur D.V, 2001).

1.1  Technology – Its Theoretical Constructs

There are a number of published definitions of 
‘technology’ (Steele 1989, Floyd 1997, Whipp 1991). 
Technology is a kind of knowledge, and hence 
knowledge management concepts are applied 
(Bowonder and Miyake, 2000, Stata, 1989, Nonaka, 
1991, Leonard-Barton, 1995, Fleck, 1997, Madhaven 
and Grover, 1998)

Technological knowledge generally comprises both 
explicit and tacit knowledge. Explicit technological 
knowledge is that which can be articulated together 
with the physical manifestations of technology. Tacit 
technological knowledge is that which cannot be easily 
articulated, and which relies on training and skill. 

Technology is an important resource, and hence 
there are considerable linkages with other resource-
based views of the firm (Grant 1996, Wernerfelt, 
1984, Diericks and Cool, 1989, Penrose, 1995), such as 
competence (Hamel & Prahalad, 1994) and capability 
approaches (Teece et al., 1997).

Adoption of a new technology is a complex process, the 
culture of the organization, its strategy, and organizational 
structure play important role (Savage, 1990).

1.2 Technology Management

There are many definitions of ‘technology 
management’ also in the literature (Roussel, et al 1991, 
Gaynor, 1996). Management of technology implies that 
understanding should be developed to integrate all the 
business of the organization to achieve some objective 
and optimize with other business resources like 
marketing, financial and human resource management 

(Gaynor, 1991). This implies that once these elements 
are taken into consideration, they will influence the 
technology management. Technology Management 
includes ability of creating mutual understanding 
between business and technology and technology 
incorporation as a part of corporate strategic planning 
( Drejer, 1997). It can be regarded as an explicit part of 
strategic management (Badawy, 1991).

Technology Management is a practice that entails the 
classification, selection, adoption and exploitation of 
the technologies needed to maintain organization’s 
current and future survival (Lan, 2003). It has been 
observed that some time top managers do not 
appreciate the relation between future product and 
process and management of technology (Henry, J. and 
Walker D.1991). Management of Technology requires 
coordination of the research, services functions with 
marketing, finance and human resources (Dussage,  
Hart, Ramanantsoa, 1992). 

The management of technology has to be understood 
in a world which is enriched by complexity and 
diversity. Lately, administrative aspects and marketing 
have become part of management of technology 
and technology is seen in relation to people and 
organization. In 1980 smany firms focused solely on 
management of technology without due consideration 
of organization. There were implementation problems; 
the business could not be successful. So management 
of technology is affected by the organization. 
Management of technology is actually the practice of 
integrating technology strategy. 

With business strategy in an organization 
(Ferdinando, 2003), business must be considered 
along with technology management. In management 
of technology,   product and marketing are also to be 
tackled (Drejer, 1997). 

It has now been well recognized that proper 
management of technology is more important than 
the technology it self, if the full potential of a given 
technology is to be exploited. 

Today there is no permanent technology advantage 
for any firm. There is only temporary lead-time 
in technology. This makes managing strategic 
technologies essential for long-term survival. (Betz 
Frederick, 1997)
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Management of technolo gy focuses upon 
creating competitive advantage for organization 
by fulfilling wants and needs of customers better 
than the competitors. This involves creating or 
acquiring technical capabilities. Organizations are 
in advantageous position when the capabilities are 
deployed in new products or processes. This requires 
a technological change, which may be tackled in 
different ways. First may be, that new solutions are 
found to the existing problem, second, when old 
solutions are applied to the existing problem or third 
a combination of both.

1.3 Technology Strategy

For success of any enterprise it is very essential to have 
technology strategy. Technology Strategy of a firm is 
a fundamental driver of profitability (Narayanan V.K, 
2001). Strategy of a firm is necessary for achieving 
its mission, long time goal and objective. There are 
different views on corporate strategy and specifically 
how to establish a successful strategy (Grant 2003, 
Mintzberg 1978, Porter 1996, Markides 1998) However 
strategy is  an integrated and coordinated set of  actions 
to exploit competencies. (Prahalad & Hamel 1990). For 
the survival and growth, a firm formulates business 
strategy. In the value chain of a firm technology 
is involved in all the activities (Porter 1985), so the 
technology strategy has to be derived from business 
strategy (Mie & Nei 2008, Momaya & Ajitabh, 2005, 
Dodgson et al 2008,).

Technology strategy is to gain a sustainable 
technological advantage that provides a competitive 
edge. For the growth and development of the firms 
the business strategy and the technology strategy 
need to be integrated.

A number of analytical steps are involved in 
formulating technology strategy in order to turn 
technology into a competitive weapon (Porter ,1985). 
These are:

a) Identify all the distinct technologies and sub 
technologies in the value chain. Firms generally 
focus a product technology or technology in the basic 
manufacturing operation but ignore technologies in 
other value activities. They should pay attention 
to these value activities and to the technologies in 
supplier’s and buyer’s value chain also.

b) Identify potential relevant technologies in other 
industries or under scientific development.

c) Determine the likely path of change of key 
technologies.

d) Determine which technologies and potential 
technological change is most significant for 
competitive advantage and industry structure.

e) Assess firm’s relative capabilities in important 
technologies and the cost of making improvements.

f)  Select a technology strategy encompassing all 
important   technologies that reinforces the firms 
overall competitive strategy.

g)  Reinforce business unit technology strategies at 
the corporate level. 

Whenever a technology is imported, it should be 
evaluated according to the corporate requirement, 
as the most important aspect of any evaluation is the 
corporate objective of the organization. 

2.0 Management of Technology- Need for Steel 
Sector in India

Steel is a key driver of the world’s economy. Steel 
will probably remain the world’s most important 
engineering material, and the steel industry is vital 
to the Nation’s security and economic prosperity. 
Steel is the key input product to industries such 
as automotive, construction, transport, power and 
machine goods. World average steel use per capita 
has steadily increased from 150 kg in 2001 to 215 kg 
in 2011. India, Brazil, South Korea and Turkey have all 
entered the top 10 steel producers in the last 40 years. 
It is possible, however, that continued low profitability 
and increasing competitiveness will have a deterrent 
effect on the domestic steel industry to contract 
substantially. It is thus imperative that to continue to 
be the most important triggers for economic growth, 
ensure the bottom-line, and support environmental 
sustainability, there is an urgent need to take a holistic 
view of management of technology in the steel sector 
that, besides being the most feasible business option, 
creates conditions for well-being of the society as well. 

The steel industry in India, which was a seller’s 
market in the pre liberalized era, has become a 
buyer’s market due to import, reduced duty structure, 
price decontrol and de licensing. Simultaneously 



GROWTH • Oct. - Dec. 2013

30

there has been almost revolutionary change in the 
global steel scene with fierce competitive pressure 
on performance, productivity, price reduction and 
customer satisfaction. Technological innovations have 
provided the competitive edge to the technologically 
strong companies. Smooth and quick transfer of 
technology has however, meant an increasing 
competitive pressure on the companies to be ahead 
of the others in the race for technological superiority.

In this context for country like India, where technology 
development in steel sector is rare, it is very important 
not only to select a technology but pitch it at a 
competitive level. (Muthuraman, 2004).

It is therefore important that when the technology 
is adopted, it should be managed well. It has been 
observed that in the past a number of technologies 
in the steel plant were scouted, evaluated and 
recommended for implementation. Out of those 
technologies some were successfully implemented, 
and some could not be implemented or even if 
implemented, they were not gainfully utilized.

When analyzed, it was observed that the success were 
due to good planning, good training, good interaction 
with the suppliers  and regular interaction with 
technology users.

The reasons of failures were also different viz. 
incomplete planning process, financial constraints, 
non-involvement of the management of the plant at 
the top level and failure to address and utilize the 
technical competencies. 

The technological choice is dependant on the plant 
capacity, on quantitative assessment of output 
and qualitative assessment of product quality 
and marketability. For developing countries like 
India the technology must be proven. Unproven 
or experimental technology is not thought to be 
appropriate and obsolete technology needs to be 
avoided. In certain cases the raw material determines 
the technology to be used (Khane, 1990). In case of 
foreign exchange constraint also the indigenous raw 
material is chosen as input material. Practically all the 
technologies are viewed in the context of product mix.

In developing countries the tendency is often to prefer 
a capital – intensive technique because it is used in 
industrialized countries. The additional capital cost 

involved in such technologies should be viewed 
against the labour cost of less capital – intensive 
technique. When technology has to be obtained from 
some other enterprise, the means of acquisition has 
to be determined. The selection of equipment and 
technology is interdependent. 

In the case of steel industry, a study of factors 
influencing technology and its management assumes 
great importance due to the very nature of steel 
industry and the manner in which the steel business 
functions. The following unique facets of steel 
industry all over the world and especially in India are 
characterized by the following attributes:

1. Steel is a commodity.

2. Steel market is intensely competitive.

3. Steel business is cyclical in nature.

4. Steel industry is highly resource intensive.

5. There is hardly any branding in steel.

6. Steel is a low margin – high volume industry.

7. The entry and exit barriers are very high in the 
steel industry.

8. There is a phenomenal increase in customer 
expectations in steel business.

9. Steel business is no more a B2B business; it has 
entered into the B2C markets also with different 
customer needs and wants.

10. Technology processes and people are crucial for 
success in steel industry.

3.0 Challenges and Opportunities 

There is a huge scope for increasing steel production 
in India. National Steel policy has initially projected a 
target of 110.0 million tones of crude steel production 
by year 2020 which has been revised to 175 million 
tonnes. At present the area of concern are coking coal, 
which is having high ash content, poor infrastructure 
and high cost of power and transportation. Lack of 
facilities to produce various qualities of finished steel 
on demand, such as steel for automobile sector, coated 
and shaped sheets.

Latest technologies are needed for production of 
superior quality of steel. For example pre- coated 
sheets can be used for manufacture of appliances, 
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electrical goods and transport vehicles .Also the 
production of superior grade of steel in desired shapes 
and sizes will reduce the fabrication need and in turn 
will reduce the cost of steel. Improvement in quality 
for value addition, requirement of less material by 
reducing weight and thickness and finally reduction 
in overall cost.

In view of the above, a need was felt to study in 
detail the factors which influence the management 
of technology, as failure of any technology, has 
tremendous financial implication for an enterprise.

4.1 Instrument Design

Basically the following instruments were used to 
collect data for the study:

• Personal Interview

• Interaction 

• Questionnaires 

Besides personal interviews and interaction with 
the people who had ample years of association with 
technology management in steel sector, questionnaires 
were sent to two hundred respondents. Out of two 
hundred, one hundred and forty responded.

4.2 Data Analysis and Interpretation

The data collected through questionnaire were 
analyzed by SPSS (Statistical Package for Social 
Science) using Principal Component Analysis method. 
This model is appropriate to use when the objective is 
prediction of the minimum number of factors needed 
to account for the maximum portion of the variance 
represented in the original set of variables, and when 
prior knowledge suggests that specific and error 
variance represent a relatively small proportion of the 
total variance.

After the analysis interpretation were made and 
the factors which influenced the management of 
technology were identified.

4.3 Derivation of the Factors 

The following factors were identified which influence 
the management of technology. They are:

• Product and Market

• Detailed technological Evaluation 

• Feasibility 

• Investment 

• Feedback of technology 

• Equipment

• Human resource Management 

• Organization

• Mode of implementation

• Profitability

5.0  The Model 

Like any other product, the business of steel in a 
competitive market is hinged upon the market needs 
and wants. As such, customer is the central point of 
business, technology has to be selected and sourced 
in line with the needs of the market and in view of 
the various variables that dynamically affect it and 
consequently the commercial objectives of the steel 
companies.

As has been described, the following factors  have a 
definite impact on the steel technology:       

• Product and Market

• Detailed technological Evaluation 

• Feasibility

• Investment 

• Feedback of technology 

• Equipment

• Human resource Management 

• Organization

• Mode of implementation

• Profitability

The inter-relationship of these factors leads to 
understanding of a basis that can describe the inter-
play of effect of the same on technology management. 
These factors which are internal as well as external 
have a direct influence on the decision for adoption of 
technology in the steel company.

This inter-relationship is described in figure 1 with the 
help of the Flower Model. 

A Study of the Factors Influencing the Technology Management in integrated steel plants in India
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The Flower Model explains that there is a vital 
correlation between technology and market needs. 
It is thus imperative that if the steel sector has to 
survive and grow, these factors need to be understood 
minutely and analyzed judiciously to enable the 
steel companies to forge a technology strategy and 
integrate it with the business strategy.

Conclusion 

A micro-analysis of the factors influencing technology 
management in the steel sector can be described 
below:

• Customer needs and wants are the most significant 
factor that is the purpose of business and defines 
the kind of technology to be adopted in the 
organization. This shall also rest on the market 
segment selected by the organization and the 
specific target markets, it decides to serve. The 
more value added product it decides to serve, the 
more niche markets it has to serve. The generation 
of technology shall be selected and managed 
appropriately.

Organization

Product &
Markets

Technological
Evaluation

Feasibility

Investment

Mode of
implementation

Profitability

Equipment

Feedback on
Technology

Human Resource
Management

Technology
Management

Customers
Needs & Wants

Fig. 1 : Flower Model for Managing Technology in 
Dynamic Business Environment

• Technological suitability shall rest on the feasibility 
of a particular technological discipline, its 
implementability and the investment   vis-à-vis its 
profitability. The judicious balance has to be ensured 
during the choice of technology considering the 
market needs and the fund limitation. In such 
cases, there should be a thorough verification of 
technology by organization and its evaluation 
before adopting it for the firm.

• Financial dimension of technological selection 
is crucial in this respect. Looking into the nature 
of the steel sector and the massive amount of 
investments required to establish a technology, 
availability of funds and its control would decide 
the costing of products which ultimately would 
determine the success of the products in the 
market.

• Project excellence underlies the effectiveness of 
steel manufacturing. Considering that adoption 
of a technology involves huge investments, 
time and cost overruns can enhance or deter the 
productivity of the Plant. Hence technology to 
be adopted should be simple, relevant, timely, 
meaningful and useful for the purpose for which it 
is to be adopted by the firm. Turnkey, Semi turnkey 
and Non turnkey Implementation of projects is 
thus critical to success of Steel Plants.

• An important aspect of project excellence is 
selection of equipment. A critical part of equipment 
selection should be its ease of use, high operational 
efficiency and lesser preventive and maintenance 
cost.

• Expertise of manpower is related to the above 
issues. Manpower productivity being crucial in 
commodity business like steel, selection, training 
and development of efficient and effective 
manpower with adequate knowledge, skills and 
attitude is a necessary pre-requisite to successful 
adoption of technology in Steel Plants. Accordingly, 
manpower should have appropriate qualification 
with perfect blend of expertise and there should be 
a regular feedback of training.

• Management of these factors would leadthe 
technology to deliver the quality of product, 
desired by the markets.
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ABSTRACT

The concept of world class manufacturing has brought enormous changes on the global 
basis.  As the order of the day is survival of the fittest, price and quality both should be given 
equal importance.  Industry best practices can be regarded as world class manufacturing.  
In order to cope up in this competitive world, companies should understand the customer’s 
preferences in the areas of price, delivery speed, reliability, flexibility, innovations and 
satisfy them continuously.  World class manufacturing will focus on top management 
commitment, employee empowerment, cost, customer satisfaction and quality. World class 
manufacturing can be understood as the process driven approach where implementation 
will usually involve the implementation of ERP, Six sigma, JIT, SPC, BPR, ISO and TQM 
philosophies.

Introduction 

World class manufacturing can be defined as being the best in one’s particular 
sector of industry in the world (Todd, 1995).  World class manufacturing 

environment always has sophisticated customers, global manufacturing systems, 
a faster pace and wider scope of activities and an emphasis on product quality 
(Gunn, 1992).the continuous improvement of best practice in all the areas of the 
organization will lead to superior performance capability leading to increased 
competitiveness (Voss, 1995).

Customer expectations & demand, advancement in the manufacturing technology 
are buzz words in the present situation.  Quality, cost and delivery deadlines are 
becoming very crucial challenging factors to the manufacturers to stay in the global 
market. World class manufacturers will mainly focus on continuous improvement 
in all aspects of the organization. The world class manufacturers are always better 
performers.  The performance are measured based on some of the standards. 

Literature review

The term world class manufacturing was first coined by Hayes and Wheelwright 
(1984) to describe organizations which achieved a global competitive advantage 
through use of their manufacturing capabilities as a strategic weapon. Based on 
the literature review many performance indicators can be identified to understand 
the world class manufacturing industries.  Quality Management Practices can lead 
to superior quality outcomes (Dow et al.1999) and increased quality performance 

“All of them are of 
the opinion that 

implementing  
world class 

manufacturing 
practices like 

TQM, ISO, SPC, 
ERP, BPR and JIT 

will not only bring 
in system but 

also transparency 
and as a result 

of which the Top 
Management 
commitment, 

employee 
empowerment, 
cost, customer 

satisfaction 
and quality 

up gradation 
automatically 

improves.”
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(Choi and Eboch 1998, Samson and Terziovski 1999, 
Linderman et al.2003, Nair 2006).  TQM, ISO, SPC 
and Six Sigma were also identified by Narasimhan &   
Schoenherr (2012).

What are World Class Manufacturing Techniques?

World Class Manufacturing techniques are the set of 
latest techniques available and implemented in the 
organization for the purpose of improvement of cycle 
time, speed and profit.  Some of them are as follows:

ERP (Enterprise Resource Planning)

ERP systems are the software tools used to manage 
enterprise data.  ERP Systems help organizations 
to deal with supply chain, inventory management, 
customer order management, production planning, 
shipping, accounting, human resource management 
and other business functions.  ERP has become very 
popular these days because of the basic characteristics 
like flexibility,   comprehensiveness, modular & open 
approach and treated as one of the best business 
practices of the world. Originally, ERP packages were 
targeted at the manufacturing industry. Installing ERP 
System has many advantages-both direct and indirect.  
The direct advantages include improved efficiency, 
information efficiency, information integration for 
better decision-making, faster response time to 
customer queries, etc.  The indirect benefits include 
better corporate image, improved customer goodwill, 
customer satisfaction and so on. 

Six sigma

Six sigma is a concept developed by Motorola 
Company, but now adopted by many others.  
According toe Motorola Six sigma is ‘a measure of 
goodness-the capability of a process to produce 
perfect work’.  Six sigma reefers to the number of 
standard deviations from the average setting of 
process to the tolerance limit.  In statistical terms, 
this translates to 3.4 defects per million opportunities 
for error. An organization that focuses on only three 
sigma in every process can be defined as an ‘average’ 
company (Gupta, 2004). If a process in which only 2 
data points in 1 billion lie outside plus and minus 6 
standard deviations then the process is a Six-Sigma 
process. An organization that focuses on Six Sigma 

for every process is one which is defined as ‘world 
class’ (Harry, 1998). The basic advantages of six sigma 
implementation are customer satisfaction (assure 
products and services meet customer requirements), 
waste, defect, variation reduction and commonality 
(Language, training materials, tools and software 
methodology).

JIT (Just-in-Time)

JIT emphasizes on reduction in waste, shortening 
of lead times, improvement in quality, continuous 
improvement and simplicity. In Japan “Just-in-time” 
mean timely or just on time exactly at the appointed 
time, with no accumulation of the quantity and raw 
materials. JIT in general is nothing but repetitive 
production system in which processing and 
movement of materials and goods occur just as they 
are needed, usually in small batches.

Statistical Process Control (SPC)

SPC aims at achieving good quality during 
manufacture through prevention rather than 
detection.  It is concerned with controlling the process 
(Machine) which makes the product. If the process is 
good, then the products will automatically be good.  
So the process or machine which makes the product 
is inspected rather than inspecting the product itself.  
SPC is not a substitute for total quality.  

Business Process Reengineering (BPR)

BPR is a management process used to redefine mission 
statement, analyze critical success factors, redesign 
organizational structure and re-engineer critical 
processes to improve customer satisfaction.  BPR is the 
radical redesign of business as a whole or individual 
work processes to maximize business effectiveness 
(Poornima, 2006). BPR is”the fundamental rethinking 
and radical redesign of business processes to 
bring about dramatic improvements in critical, 
contemporary measures of performance, such as cost, 
quality, service and speed” (Hammer& Champy 1993). 

Total Quality Management (TQM)

TQM is a journey that never ends. It is the 
totally integrated effort for gaining competitive 
advantage by continuously improving every facet 
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of an organization’s activity.TQM will focus on five 
important pillars like Product, Process, system, people 
and leadership.

International Organisation for Standardization (ISO)

The ISO is a worldwide standard that establishes 
requirements for the management of quality. The 
implementation of the ISO 9000 standards does not 
imply necessarily a higher level of quality but it forces 
a company to assure its customers that the products 
are manufactured according to the standards. 

Research Methodology

The present study was done with a sample of 200 
managers who belong to manufacturing industries. 
This research is based on an extensive literature review 
of world class manufacturing and on the fieldwork. 
This research is both descriptive and explorative in 
nature.  The main empirical evidence is drawn from 
interviews with few of the employees who are working 
in the manufacturing organizations.  The interviews 
were semi structured in nature. Extensive explorative 
research was taken up to thoroughly understand the 
problem towards establishing priorities. Literature 
survey and experience survey have been used for 
this purpose. The sampling frame is some of the 
manufacturing companies who have followed ERP, 
SCM, ISO, JIT, Six Sigma, TQM and BPR. The area of 
research is restricted to management perspective only. 

Sample

The sample consisted of 200 managers from different 
parts of Bangalore working in the manufacturing 
organizations.  The sample was selected randomly.  
Questionnaires were used as the research instrument 
and personal interactions were held. Respondents 
belonged to the Manufacturing industries like 
automobile, electronics and engineering.  All the 
respondents (Technical and non-technical) were 
either male or female managers working in various 
departments with the experience ranging from one to 
more than 20 years.

Based on the literature review, some of the common 
performance indicators were identified and used for 
study purposes which are as follows:

 Top Management Commitment (TMC) - Top 
management always identifies opportunities and 
needs to improve quality and sets strategic goals 
for the organization.  Top management only when 
it can come together as a team will be able to 
determine and agree upon the strategic directions 
of the organization.  

 Employee Empowerment (EE) - Employee 
empowerment was introduced by training and 
empowering the work force to participate in 
planning and improvement, including the concept 
of self- directed teams. Employee empowerment 
is an advanced form of employee involvement. 
Empowerment is a condition in which the 
employee has the knowledge, skills, authority, 
and desire to decide and act within prescribed 
limits. The employee takes responsibility for 
the consequences and success of the entire 
organization. 

 Cost (Operating Cost) - The total cost incurred to 
convert the raw materials into       finished product/
service. Cost is the major factor which should be 
given utmost       prominence in the organization.

 Customer Satisfaction (CS) - The ultimate aim of 
any business is to make a customer satisfied with 
the product/service that he uses.  

 Quality (Q) -  According to Juran, Quality is defined 
as fitness for the purpose.  Formal quality systems 
play an important role in organizing a company to 
support quality as a   key objective (Deming, 1986, 
2000, Juran, 1981a, 1982b). Formal quality systems 
play an important role in organizing a company to 
support. Quality is never an accident; it is always 
the result of an intelligent effort. It has major 
technical, economic and human implications 
which influence competitiveness, employment, 
exports and overall economic growth of any 
country. Quality pays itself in cost reduction and 
sales growth as Quality is a competitive weapon 
and that is the reason for the growing move to ISO 
9000 certification.

World Class Manufacturing practices focuses on top 
management commitment, employee empowerment, 
cost, customer satisfaction and quality which is 
accepted by various authors as shown in Table No.1.3.  
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Table No.1.4 shows the World Class Manufacturing 
practices which should generally include practices like 
total quality management, ISO standards, statistical 
process control, sigma, enterprise resource planning, 
business process reengineering and just-in-time.

Maskell recommended six performance measures.  
Flynn et al. recommended seven factors; Kasul 
and Motwani identified nine measures. Kodali et 
al.identified nine categories and Wee and Quazi 
established seven performance measures.  Among 
these measures only Top management commitment, 
employee empowerment, cost, customer satisfaction 
and quality is focused in this study.

Table 1.1 : World Class Manufacturing practices 

Authors TMC EE Cost CS Quality

Maskell y y y

Flynn et al. y

Kasul and Motwani y y y y

Kodali et al. y y

Wee and Quazi y y

 ‘y’ means recommended by authors

Analysis

200 randomly selected managers were asked whether 
World Class manufacturing mainly focuses on ERP, six 
sigma, JIT, SPC & BPR or ISO & TQM.   The responses 
were categorized under technical and non-technical 
managers’ response.  The responses are as shown in 
Table 1.2.

Table - 1.2 : World Class manufacturing focus

Managers Opinion of World Class 
manufacturing mainly focuses on

ERP & Six 
sigma

JIT,  SPC 
& BPR

ISO & 
TQM

Total

Technical 52 28 30 110

Non-Technical 28 12 50 90

Total 80 40 80 200

Null Hypothesis (H0):  The opinion of managers is 
independent of whether they being technical or non-
technical.  

Using chi-square test, it was tested.  χ2- calculated 
=16.766 and  χ2- critical =5.99 with α=5% and df=2. 
Since calculated value is more than the critical value the 
null hypothesis is rejected.  Hence it can be concluded 
that the opinion of managers is not independent of 
they being technical or non-technical managers. All 
of them are of the opinion that implementing  world 
class manufacturing practices like TQM, ISO, SPC, 
ERP, BPR and JIT will not only bring in system but 
also transparency and as a result of which the Top 
Management commitment, employee empowerment, 
cost, customer satisfaction and quality up gradation 
automatically improves.

All the respondents are of the opinion that the variables 
identified by the various authors in Table 1.1 should 
be given major prominence in the organization.   85% 
of the respondents feel that all the variables should be 
considered under world class manufacturing, 10% of 
the respondents feel that JIT cannot be implemented 
in Indian scenario completely and remaining 5% are 
of the opinion that ISO certification is not a must 
every time as it is quite complex in all the situations.

Conclusion

In today’s business world changes in consumer 
demands, technology and global competition 
are forcing most organizations to rethink their 
strategies in order to ensure survival. World class 
manufacturing technologies has been implemented 
like Enterprise Resource Planning (ERP), Statistical 
Process Control(SPC), Just in time (JIT), Supply Chain 
Management (SCM), Total Quality Management 
(TQM), and Standardization in the form of ISO, Six 
sigma, and Business Process Reengineering (BPR). 
Whichever technology we use, it is all about arming 
the managers to achieve superior quality, improved 
performance, greater customer satisfaction and cost-
effectiveness. One cannot become world class in 
shorter duration, as it is a continuous improvement. 
Today, more and more Indian business and industry 
leaders realize that in order to thrive, or even survive, 
in the new global economy, their companies must 
become truly world-class.
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Leading Transformation : Breaking the Structure 
Barrier for Efficient Communication

Shoeb Ahmed*

ABSTRACT

“In highly structured organization forms, which is very typical in a large PSU, structure 
becomes the biggest barrier in communication and hence aligning the middle and operating 
managers and hence the employees at large to the vision is a challenge in itself. The 
communication design therefore, has to break the structure barrier and appeal directly to 
the rank and file. The form of communication that works best in the initial stages is not of 
the fancy type but the old fashioned face to face meeting to communicate the imperative to 
change. While it is straightforward to leverage existing corporate communications channels, 
it is imperative to open up the flow of conversation to other channels as well to reinforce the 
dedication and focus of the leadership team.”

“People look for 
leadership in 

difficult times 
and physical 

presence gives 
them a visual 

confirmation that 
they are getting 

the same. This 
builds confidence 

and creates an 
environment of 
acceptance and 

cooperation.”
“…. good leadership is always one which is based on the principle of people centric ideas of 
motivation, involvement & initiative, all of which have communication at the core”

[Communication & Leadership: Challenges in Large Organizations – Shoeb Ahmed]

When an organization is faced with a situation which mandates a 
comprehensive transformation for survival, renewal and growth, the two 

most important elements for providing the platform for this  are Leadership and 
Communication. Researchers have little doubt that leadership is critical to strategic 
renewal but the traditional thought on organizational transformation would not 
have put communication at a similar pedestal to leadership.  However, experiences 
drawn over the years in the corporate setup make us  believe that communication 
is as critical an element of strategic renewal as leadership itself. There are two basic 
reasons with regards the understanding of the evolution of organizations over the 
last few decades which form the foundation of this thinking.

The first is the evolution of newer forms of structure of organizations from the 
simple tall or flat designs which existed for most of the 20th Century.  Organizations 
today, by virtue of the environment they operate in, the global dispersion that they 
have, the need to be more agile, responsive and alive both for business  as well as 
social purposes,  operate with a variety of more complex structures. Purely play 
types tall or flat organizations are evolving into complex matrices, organizations 
composed of self managed teams, network and virtual organizations or the more 
recently classified Hierarchy-Community Phenotype Model [Lim, Griffiths, and 
Sambrook – 2010] in which each organization exists uniquely somewhere between 
the pure play types.
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The second is the understanding and increasing 
recognition of the fact that organizations facing 
difficult times have issues which are almost invariably 
within the organization and not external to it. 
Sustainable turnarounds across the world are being 
driven by creating internal buy-ins and opportunities 
for itself in the highly competitive modern business 
scenario. 

The above two factors have rendered the traditional 
“tough” leader model of a change agent, largely 
redundant. Leaders of 21st century organizations 
need to create internal buy-ins and build cooperation 
within. Leaders piloting companies in revival and 
renewal are not doing so by barking orders and 
forcing strategies into execution simply because the 
model no longer works. Leaders now have to connect 
to the people, make them connect to his vision 
of transformation and allow them to execute the 
revival and renewal. The leadership vision and the 
turnaround strategies have to penetrate across the 
organization, the communication being so effective 
that it allows the leader to create the atmosphere of 
cooperation and the buyin necessary for the change 
required.

With organizational structures being complex as 
they are now, Transformational leadership has to work 
through a maze of newer designs, the nuts and bolts of 
which are still being understood. This makes effective 
communication within the organization the most 
important tool for bringing about a comprehensive 
and sustainable renewal. However, effective flow 
of communication, with the least distortion and 
noise in these complex organization structures is 
quite a challenge. It is true that structural rigidity, a  
characteristic of most large organizations which have 
grown in the last century, creates impediments in 
communication and strategic renewal but so does the 
flexibility and complexity of the newer organization 
designs which brings a different set of problems. The 
question then is how to break through this structure 
barrier which, by its very presence is inhibitive to 
bringing about comprehensive internal change. Are 
there communication designs that can cut through 
structure barriers for both the traditional hierarchical 
organization as well as in the newer and more modern 
structures?

In the need to find solutions to seemingly obtuse 
problems, we sometime need to look beyond the 
world of business which we are so wont to look at 
to draw our analysis and inferences. Two separate,  
unfortunate incidents of significance, outside the 
corporate world in two different geographies which 
happened roughly at the same time but managed in 
different leadership styles and with different results 
provide some clues as to where to look for.

One of the incidents was of the gruesome and 
unfortunate school shootout in Connecticut, USAon 
December’12 leading to the death of  26 people, 
including 20 children. The other was an equally 
horrific rape of a young girl in the very heart of India’s 
capital city of Delhi which occurred almost at the same 
time. The communication response of the political 
leadership in the two countries to the incidents was 
vastly different and so was the political and social 
impact of these events.

In India, the incident kicked up a storm of protest, 
almost an uprising of sorts. The incident triggered 
demonstration by students and citizens increasingly 
concerned about safety, security and the policing. 
The political leadership,  decided not to communicate 
with its own people. It relied largely on the levels 
within the bureaucratic hierarchy (Read the police 
and the local administration) to communicate with 
the people and manage the protest. Their absence in 
communicating with the people soon led them to face  
a political and governance crisis as  public anger in 
the streets spontaneously erupted. By the time any 
communication could take place by the top leadership 
in the government, things had largely gone out of 
hand. People, even those who were not at the scene of 
action, were left carrying a negative impression about 
the government.  

In the USA, on the other hand, the President on the 
same day appeared on television to communicate 
with the citizens, visibly shaken.  Just before the 
address, he ordered a lowering of the national flag 
as a mark of respect for the victims. The next day he 
travelled to Connecticut to meet the families of the 
victims.   The political leadership at various levels 
made the right statements on Gun control, security 
and the grief they shared with the family of the 
victims. The incident did not translate into any sort 

Leading Transformation : Breaking the Structure Barrier for Efficient Communication 
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of political storm or cause any embarrassment to the 
government. It may,however,be noted that every time 
such incidences happen in USA, it restarts a highly 
politically sensitive debate on Gun control laws.

The Government in both the countries needed to 
connect to the people, to understand their mind and 
frame of reference on how they were seeing these 
incident and how to bring them together to cooperate 
in finding solution to a complex issue which affected 
them all. Sounds to be a situation familiar to an 
organization in distress, needing and wanting to 
come out, turnaround and renew itself.  

On closer analysis, the actions of the two leadership 
gives us interesting insights into communication 
design, both verbal as well as non verbal, when 
needing to communicate with people at the time of 
crises as well as about forms of communication needed 
when the intervening barrier of structure need to be 
broken to bring about alignment of a diverse set of 
individual .  

Below is the transcript of the speech by President 
Barack Obama which, along with the interpretation 
of the significance of actions of the leadership in 
two countries, will help us to analyze and to derive 
insights in communication that cut across barriers 
to manage difficult times/crisis and create buy-ins of 
people at large.

“……And each time I learn the news, I react not as a 
president, but as anybody else would, as a parent. And that 
was especially true today. I know there’s not a parent in 
America who doesn’t feel the same overwhelming grief that 
I do. The majority of those who died today were children 
— beautiful, little kids between the ages of 5 and 10 years 
old. They had their entire lives ahead of them — birthdays, 
graduations, weddings, kids of their own. Among the fallen 
were also teachers, men and women who devoted their 
lives to helping our children fulfill their dreams. So our 
hearts are broken today for the parents and grandparents, 
sisters and brothers of these little children, and for the 
families of the adults who were lost. Our hearts are broken 
for the parents of the survivors, as well, for as blessed as 
they are to have their children home tonight, they know 
that their children’s innocence has been torn away from 
them too early and there are no words that will ease their 
pain. As a country, we have been through this too many 
times. Whether it is an elementary school in Newtown, or 

a shopping mall in Oregon, or a temple in Wisconsin, or a 
movie theater in Aurora, or a street corner in Chicago, these 
neighborhoods are our neighborhoods and these children are 
our children. And we’re going to have to come together and 
take meaningful action to prevent more tragedies like this, 
regardless of the politics......

This evening, Michelle and I will do what I know every 
parent in America will do, which is hug our children a little 
tighter, and we’ll tell them that we love them, and we’ll 
remind each other how deeply we love one another. But there 
are families in Connecticut who cannot do that tonight, and 
they need all of us right now. In the hard days to come, that 
community needs us to be at our best as Americans, and I 
will do everything in my power as president to help, because 
while nothing can fill the space of a lost child or loved one, 
all of us can extend a hand to those in need, to remind them 
that we are there for them, that we are praying for them, that 
the love they felt for those they lost endures not just in their 
memories, but also in ours.

May God bless the memory of the victims and, in the words 
of Scripture, heal the brokenhearted and bind up their 
wounds”

The contents of the speech, the manner & style in 
which was delivered, the choice of words and the 
timing of the communication actions of President 
Barack Obama shows us that why he is known to be a 
very effective communicator. 

Learnings - for communication strategies and design:

Based on an analysis of the communication action 
in the two situations described above, we can draw 
five key learnings for communication strategy and 
design that can serve as guidelines to  breaking 
through structure barrier in communication during 
management of transformation and renewal in 
corporate.

1. Be visible /Get on the scene(a) :  

 Even in organizational situations, when a leader 
is attempting  a transformation, he must believe 
that the job at hand is more about transforming 
the people. Visible presence and a calm voice 
to communicate denote sincerity and inspire 
confidence in the promises and assurance being 
made. It is important to maintain a high level 
of visibility within the organization. In time of 
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difficulty, people want to see that their pain is felt 
and shared by the ones at the top. 

 People look for leadership in difficult times 
and physical presence gives them a visual 
confirmation that they are getting the same. This 
builds confidence and creates an environment of 
acceptance and cooperation.

“In a move that would soon attain legendary status, New 
York City Mayor Rudolf Giuliani arrived at the World 
Trade Center within minutes of the first attack to take 
charge of the rescue operation. In the days and weeks that 
followed, he would conduct several press conferences in 
the vicinity of the destroyed towers, attend many funerals 
and memorial services, and maintain what seemed like 
a ubiquitous presence in the city. His visibility, combined 
with his decisiveness, candor, and compassion lifted the 
spirits of all New Yorkers-indeed, of all Americans”

Crisis Communication: Lessons from 9/11 –
By Paul  Argenti (HBR Dec’2002)

It seems American Leaders have mastered this more 
than others and it certainly seems to be effective.

2. Be one with them and not appear aloof/distant: 

 “……And each time I learn the news, I react not as a 
president, but as anybody else would, as a parent. And 
that was especially true today. I know there’s not a parent 
in America who doesn’t feel the same overwhelming 
grief that I do…”

 In the very first line of the speech, the choice of 
words as a communication tool is disarming to 
any individual who may  think that the leader is 
aloof, distant, unconcerned about the issue as he 
has much bigger things to look at.  He opens with 
saying that he is one of them and as he moves 
ahead makes it more believable for people to 
identify with him. 

 “..This evening, Michelle and I will do what I know 
every parent in America will do, which is hug our 
children a little tighter, and we’ll tell them that we love 
them, and we’ll remind each other how deeply we love 
one another..”

 The ability to empathize is a virtue all 
transformational leaders need to have/cultivate. 
People do not accept leaders whom they cannot 
identify with and believe that he shares their 

concerns as much as they do. Even the slightest 
hint of the fact that you may be aloof or distant will 
cause rejection of your leadership role by people 
at the operational and other levels.  This will 
not only inhibit cooperation from the lower and 
middle managers/workers but would also create 
hindrances to any sort of buy-in that you need 
to create to implement your turnaround vision. 
Hence communication has to be skillfully crafted 
to  make the employees/people feel that you are 
one of them. It is also important to remember that 
such skilful crafting of a message cannot be done 
if true empathy is not there. Hence, I reiterate - “The 
ability to empathize is a virtue all transformational 
leaders need to have/ cultivate.”

3. Address issues in their totality in every 
communication: 

 When communicating with your people, you 
must make sure that your communication, 
while addressing larger issues of concern for the 
organization, also addresses the concerns each one 
of them may have at the individual level and vice 
versa. You must make sure that you establish the 
connect of the larger issues to them. The above 
speech while being full of emotion does not fail 
to mention all such incidences thereby making it 
sure for the audience to realize that the past has 
not been forgotten while at the same time connects 
it subtly to the larger politics of the issue which has 
been a matter of intense debate in the country. 

 You should not miss the woods for the trees nor 
the trees for the woods. Avoid knee jerk reaction 
at all levels in the organization, people see it more 
easily and clearly than you can imagine.  Make 
sure that entire senior management is on the same 
plane as you in their communication. You must 
give a feeling that the employees’ concerns are 
foremost and that the same is also being addressed 
as are the other issues affecting the organisation.

4. Get the timing of the communication right:

 Nothing is more apt in communication than the 
old adage – “Strike  when the iron  is hot”. The 
Impact of a communication is highest when 
it is time right. One cannot afford to delay/
mistime the communication action. It can be 
seen in the chronology of the events which are 
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being referenced here that the timing of the 
communication in India got inordinately delayed. 

 In organizational situation, the problem with 
timing is that many times, travel time for the 
communication within the organization may itself 
be so long that the relevance of the message may be 
lost. One must be alive to the urgency /importance 
of the issue at hand and choose the channel & 
media for communication accordingly. Many a 
time, a leader in an organization might need to 
use external media to communicate internally to 
ensure that the speed of communication is apt. 
Also, depending on the time assessed for the 
impact of the communication, a clear plan must be 
at hand as to when to reinforce the communication 
and how to reinforce it.

5. Be as sensitive to the non verbal channels of 
communication as to the verbal ones:

 Non verbal modes of communication are often 
overlooked. Your voice and demeanor must display 
your earnestness and so must your actions. A body 
language displaying openness and acceptance is 
sometime as important as a speech being delivered. 
It can display the truthfulness of spoken word or 
destroy its efficacy. Also, one needs to be aware of 
the fact that at the level of leadership, even small 
seemingly inconsequential actions carry a message 
for the people. One must be alive to this and make 
sure that it is used to your advantage in achieving 
what you have set out to achieve.

 “A Lot of problems in this world would disappear if 
we talk to each other instead of about each other”
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ABSTRACT

Mr. Kumar is working in the Procurement Department of R &D unit of one of the leading 
Public Sector Company of India. The nature of R & D procurement is different than the 
regular/traditional procurement. In a typical R & D set up, an R&D (research) project is 
pursued only once or rarely more than once, they have very critical completion period, as 
it has to provide the results at the earliest for its application and commercial utilisation, 
idea conceived is innovative, results may or may not be predetermined, project require fast 
implementation of findings for commercial production and maximum realization, projects 
of pilot nature are also part of R & D organisation.

Although research projects are uniquely placed, but characteristics of their material & 
service requirements are differently placed. Some of the typical characteristics are as follows: 
(i) Item is not repetitive; it may be required only once (ii) Purchase function should ensure 
speedy procurement (iii) Element of proper planning (iv) Quantity of items to be purchased 
is small (v) Sourcing may not be easy as items are developmental in nature and mostly new 
(vi) items required may be used as tools for diagnosis, tests and trials. 

Often, the requirement of materials and the nature and procedure of purchase appears to be 
at cross-purposes. The procurement in an R&D setup is significantly different from those 
done in a manufacturing unit, where there is enough control on the variables along with 
specification of an item, which determines the item to be purchased, is frozen. Sources, to a 
great extent, are also known and therefore constant in nature. 

The procurement department uses offline (traditional) method of offer submission, evaluation 
and determination of successful party (lowest cost provider).The parties are submits their 
bid (techno-commercial offer and price bid) in written form and determination of successful 
party is done in offline mode.  This has some limitations/disadvantages like processing of 
case is comparatively slower, if party requests for price revision, the processing get more 
cumbersome and time taking, competitions among parties are not visible to them etc. 

Due to above mentioned reasons and availability of various electronic procurement methods 
and techniques, which are now very much established, tested and proved the purchase 
department of Mr. Kumar now thought of using electronic “Reverse Auction” as tool for 
finalizing and firming up procurements. Reverse auction is an online real time dynamic 
auction between a single buyer and a group of pre-qualified suppliers competing against 
each other to win the business of supplying goods or services. A buyer requests bids from 
multiple suppliers, but instead of submitting written bids, suppliers compete on-line, in 
real-time.

Mr. Kumar’s department implemented the reverse auction in an R & D kind of procurement 
setup and reaped innumerable benefits out of it. However, before this stage is attained, a 

“Reverse auction 
is an online real 

time dynamic 
auction between a 

single buyer and 
a group of pre-

qualified suppliers 
competing against 
each other to win 

the business of 
supplying goods 

or services.”
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number of hurdles had to be crossed, strategies devised 
and decisions taken and this case study is the result of 
successful implementation of the Reverse Auction process 
for procurement of items and services in a Research 
organisational setup.

Introduction 

Mr. Kumar is working in the Procurement 
Department of R &D unit of one of the leading 

Public Sector Company of India. His job is to procure 
the item related to ongoing R & D project of its 
organization. He has experience of about eight years 
in the department. During this period he has finalized 
a number of procurement cases. The cases are of varied 
nature: some are of high value, some are of small value; 
some of them are mundane but some of them are 
tricky, which demands extra efforts and intelligence. 
He is one of the efficient, knowledgeable and sincere 
persons of the department. As the unit is engaged in 
carrying our R & D activity, the procurement is mostly 
related to items which are new/developmental or 
research oriented. So, evidently the nature of R & D 
procurement is different than the regular/traditional 
procurement. 

Issues, Problem & Challenges

(a)  Nature of R & D Procurement:

In a typical R & D set up, an R & D (research) project 
has following typical characteristics:

(a) a particular project is pursued only once or rarely 
more than once

(b) the project duration is very critical, as it has to 
provide the results at the earliest for application

(c)  project conceived may or may not be 
predetermined. It may be sudden and resultant of 
the brain wave of a scientist 

(d) project findings to be implemented within short 
period of time for commercial production and 
getting the maximum benefit out of it. This helps in 
keeping the company ahead of other competitors

(e)  projects, mostly, are of pilot nature i.e. of low value 
and less time duration. Many projects may need 
materials as tools for diagnosis, tests and trials. 

As research projects are uniquely placed, the 
characteristics of material & services requirement of 

research projects are different. Some of the typical 
characteristics are as follows: 

(a) Item is not repetitive; it may be required only once

(b) Purchase function should ensure speedy 
procurement

(c) Element of proper planning w. r. t. timely raising of 
indent, exact specification, correct estimate of price 
may be missing 

(d) Quantity of items to be purchased is small

(e) Sourcing may not be easy as items are 
developmental in nature and mostly new. 

Often, the requirement of materials and the nature 
and procedure of purchase are at cross-roads. For 
example, an item is required urgently but the exact 
specification is not available, quantity is too small 
for the vendors to show interest, item is new and 
the sources are not known etc. These and other 
situations eventually become the limiting factors for 
the purchase person, who has to procure the item, 
with a pressure to reduce the lead time in purchasing.

It also some time happens that the delivery/
completion gets delayed, sometimes enormously, as 
despite the agreed delivery/completion schedule the 
vendor is not able to complete the job solely because 
the item is of developmental nature and the time it 
would take for completion is not able to be assessed 
precisely in the beginning. It is clearly evident 
that procurement in an R&D setup is significantly 
different from those done in a manufacturing unit, 
where there is enough control on the variables, even 
if specification of an item, which determines the item 
to be purchased, is frozen. Sources, to a great extent, 
are also known and therefore constant in nature. The 
only variables can be price and delivery/completion 
schedule. As against it, in an R&D set up there is lack 
of adequate information on sources, likely price and a 
justified delivery/completion schedule. Specification 
often remains a variable until just prior to placement 
of order. Considering that urgent need to procure the 
material that too on short notices, at times is of primary 
concern in an R & D set up. Having a procurement 
system that can take care of urgent needs, where exact 
specification, sources and likely delivery/completion 
schedule is a difficult proposition.
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Procurement in Research Organisation through Reverse Auction

As discussed above, it is very much clear that 
procurement in an R&D organisation/unit is very 
tricky and challenging, as the materials are usually 
new; procurement is to be fast as per plan to get the 
maximum benefit of research done or research to be 
done, on the basis of item to be procured.

The procurement department of Mr. Kumar was 
working in offline (traditional) method of offer 
submission, evaluation and determination of 
successful party (lowest cost provider).The parties 
are submitting their bid (techno-commercial offer 
and price bid) in written form and determination of 
successful party is done in offline mode.  This has 
following limitations/disadvantages:

(a) Processing of case is comparatively slower

(b) If party requests for price revision, the processing 
gets more cumbersome and time taking

(c) The prices are not dynamically varying 

(d) Bidding status among parties are not visible to 
parties

(e) System lacks proper completion among parties to 
get the optimum price by the buyer

Now a days there are number of technological 
intervention available, especially IT tools, in 
improving the efficiency of traditional process of 
procurement. Incharge of Mr. Kumar’s Department, 
in order to do away above mentioned short coming/
problems/limitations and to improve the efficiency 
of their procurement cycle, thought of embracing 
the electronic procurement methods and techniques 
which are now very much established, tested 
and proven. One of such tool for finalization of 
procurement case which the department now thought 
of using, is “Electronic Reverse Auction” or “Reverse 
Auction”. 

(b) Reverse Auction: An Introduction : 

The use of auctions has been reported as early as 500 
B.C.E. in Babylon and several references are made in 
Roman history to auctions of everything from the spoils 
of war to royal furniture. Most historical references to 
auctions refer to the ‘English’ progressive auction that 
is derived from the Latin root “auctus” (an increase). 
Traditionally, the seller initiates the auction to allow 
interested buyers to openly bid on items for sale. 

In the early 2000s, things have taken shape differently 
and reverse auctions have become popular. In a 
reverse auction, the buyer initiates the sale to solicit 
sellers to make their products available for sale in a 
competitive market environment. A reverse auction 
is an auction in which the roles of buyers and sellers 
are reversed. In an ordinary auction (also known as a 
Forward Auction), buyers compete to obtain a good or 
service, and the price typically increases over time. In 
a reverse auction, sellers compete to obtain business, 
and prices typically decrease over time.

As electronic commerce has matured reverse electronic 
auctions have received as much or more attention 
than any other electronic tool. In a reverse auction, 
the buyer ‘‘controls’’ the market because an item is 
being offered for purchase is offered by a number 
of sellers. The price offered by the sellers continues 
to decrease until a theoretical rational market price 
is achieved. An electronic auction brings the buyers 
and sellers together via some type of electronic media, 
usually the Internet. A reverse auction may result 
in what is referred to as dynamic pricing. Dynamic 
pricing simply means that the price for the item being 
auctioned changes on an instantaneous basis because 
of the electronic format. As sellers observe the price 
changes in real time, the assumption is that the price 
will continue to decrease until a rational market price is 
established. In economic terms, a balanced market for 
a particular item is established between the buyer and 
the sellers. Again, the price is theoretically established 
by perfect information about supply and demand. The 
basic premise of a reverse auction is that a sufficient 
supply exists and sellers’ profit margin is sufficient to 
offer reduced prices. The reduced price will be offered 
because the suppliers can instantaneously observe the 
prices being offered by other sellers. The seller can see 
the price levels required to obtain the sell.

With the advent of the Internet in our business 
world, various forms of electronic procurement 
(EP) have emerged. Although there is no generally 
accepted definition of EP, it is frequently considered 
as theapplication of Internet technology throughout 
the purchasing process. The purchasing process 
consists of numerous activities, ranging from the 
early involvement of purchasing in cross-functional 
product development teams to the participation 
in strategic planning processes. Activities, such as 
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the specification of required products and services, 
market analysis, identification of potential suppliers, 
supplier evaluation, negotiation with suppliers, 
supplier selection or contract administration 
represent core activities in the purchasing process. 
As a consequence, buyers must frequently carry out 
negotiations with suppliers. Negotiations can be 
characterized as a process where two or more parties 
involved (the buying firm and the supplier) interacts 
with each other to harmonize a conflict of interest. 
Superior negotiation processes are key for efficient 
resource allocation. If negotiations are carried out 
electronically, the tools of electronic commerce 
are used to make negotiations more effective and/
or efficient. An electronic auction is a special case 
of electronic negotiation and an electronic reverse 
auction (ERA)—synonymously named online reverse 
auction or simply reverse auction —is a frequently 
used type of electronic auction in B2B commerce. 
In a reverse auction several suppliers compete for 
the business to supply products or services and 
successively bid the prices down. An in creasing 
number of purchasing managers are interested in, or 
at least think about, ERAs to buy the products and 
services required by their organizations. Prominent 
examples can be found in larger organizations. 

It is noted here that in this article Reverse Auction 
(RA) and Electronic Reverse Auction (ERA) is used 
synonymously.

Reverse auction (RA) platform undergoes a detailed 
planning procedure to ensure that the correct market 
forces are included in the bidding process.

There are various advantages in adapting the Reverse 
Auction, which are listed below

(a) New Supplier Discovery/Better Market Penetration

(b) Lower Cost due to competitive process

(c ) Market Determined Best Practice

(d) Fair & Transparent Process

(e) Global Sourcing at a Lower Price 

(f) Barrier of Monopoly is broken

(g) Better Inventory Management

(h) Wide Range of Case can be covered: Apart from 
domestic purchase, import case including project 
cases  can be covered under this system 

(i) No Negotiation Required: It is a dynamic process 
as no negotiation is required and also saves time, 
allowing arriving competitive price. (If the result of 
Reverse Auction shows that there is scope of further 
reduction in prices the negotiation can again be 
done across the table also, but such cases are very 
less in numbers. As analysis of re-negotiation in 
procurement auctions hints that bidding prices 
are lower and welfare is higher if re-negotiation 
does not occur after conducting a reverse auction 
or at least there is pressure on supplier that the re-
negotiation can take place. If the suppliers know 
that prices quoted in the auction will be final, they 
can quote lower prices. They do not have to retain 
a ‘‘reserve’’).

(j) There is more saving than offline price bid route.

(k) Procurement Cycle Time Reduction: The purchases 
that were being made through the offline mode 
take more time as compared to Online Reverse 
Auction method. Thus improves process efficiency.

(l) Ensures that Enquires Reach to the suppliers: 
Another advantage of online mode is that you 
can ensure that enquires reach the suppliers. 
Otherwise, if it is going by post, you are not sure 
whether or not it reaches the suppliers or whether 
or not it is being tampered by somebody.

Implementation

(a) Issues and Apprehensions:

There were number of apprehension among the 
various stake holders like indentors, regular suppliers 
of organization, some of the departmental personnel 
also before actually the technology had been accepted 
for implementation in purchase set up and taken up 
at practical level. They had apprehension about (i) 
Success of new technology (ii) mostly the procurement 
is for the item which are for  research projects (iii) 
along with research projects the procurement for 
regular need is to be done through same method, the 
technology/method may not be successful for both 
the kind of procurement at equal level. Incharge of 
the department consulted in this regard to its sister 
concerns, service provider, who is going to conduct 
the reverse auction, some of the regular supplier of 
the organization, conducted departmental meetings 
and also gone through number of documents relevant 
in this regard. 
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Further the department believed that the primary 
reason for suppliers to be involved was the promise 
of increased business with transparency in system of 
deciding the successful bidder. The buyers strongly 
believed that sellers are motivated by improved 
communication about the market, biding environment 
and the opportunity to obtain increased sales. In the 
traditional industrial market, a seller responds to a 
Request for Quote (RFQ), but little may be known 
about the market’s pricing structure. Because the 
competition’s price level is unknown, the seller 
may bid a price that could have been lower while 
maintaining a suitable profit. Stated another way, 
the bid price could have been too high and desirable 
business lost to the competition. However, with the 
dynamic pricing of reverse auctions, the seller can 
immediately observe the competition’s price level. 
Hypothetically, the seller should be able to bid a price 
that allows for an acceptable profit and the seller can 
easily see when it is no longer feasible to remain in 
the competition for the sale. This is highly related to 
another supplier benefit: penetrating new markets. 
Market penetration may be easier when a seller can 
readily observe the pricing required for a sale within 
the new market. If the seller is willing to initially 
sacrifice profit to penetrate a market, it is possible 
to determine the exact required price. This is not 
possible with the traditional paper bid process. The 
documents related to adoption and benefit accrued 
by adoption of reverse auction indicated that reduced 
purchase prices, administrative costs and inventory 
levels are the primary promises that enticed the buyer 
to use reverse auctions. The incentive of reduced 
price was what initially caught most buyers’ attention. 
With claims of as much as 20% price reductions and 
the average between 5% and 12%, it is not surprising 
that buyers would be interested. These are further 
encouraging signs to adopt the reverse auction. 

Due to above mentioned benefits, reasons and 
availability of established, proven and tested 
electronic reverse auction technique, it gave Mr. 
Kumar’s In-charge and other departmental members 
enough confidence for using reverse auction as tool of 
finalization of procurement case.

(b) Action Planning for Implementation:

Although firms increasingly conduct reverse auctions, 

it has been frequently observed that companies were 
unaware or neglected proper envisaging and framing 
the conditions which ought to be discussed, present 
and thrashed out in order to ensure that reverse 
auction will be successful. It is not always obvious 
to companies which conditions are suitable for 
conducting reverse auction and which are not and 
how they can influence these conditions in their favor. 
As per literature available on reverse auction, the 
issues which impact the success of reverse auction can 
be grouped into three categories. With reverse auction 
being a tool to support purchasing professionals, 
the first category to consider are the purchasing 
management related conditions. Throughout the 
process of preparing and conducting reverse auction 
purchasing professionals hold the responsibility for 
certain activities. They are in the position of applying 
purchasing measures in order to establish more 
favorable conditions for reverse auction. For example, 
pooling demand results in a larger buying power 
and better outcomes, ceteris paribus. They also have 
to analyze the market, the competitive situation and 
suppliers. Second, there are several issues related 
to the auction design, such as auction type, auction 
rules, opening price, bid decrement, determination 
of bidder information that all bidders can see (bid 
amount, bid quantity, leading bid, etc.) or auction 
duration. Third, reverse auction itself, to which, close 
attention to be paid. All three issues can potentially 
have an effect on the success or failure of are verse 
auction. ERA, our research focuses exclusively on 
the purchasing management related conditions. This 
focus certainly restricts the explanatory power of our 
study.

As per information available from various literature, 
information got through interview with various 
stake holders, service provider and practitioners, 
department were able to identify eight conditions 
which will be put together to make up for making 
further progressing in implementation of reverse 
auction. Taking into consideration situational 
perspectives is often referred to as a contingency 
approach. These eight conditions are deliberated as 
following: 

(i)  Clarity in Specifications: Many authors state 
that only products that can be described well are 
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tradable over electronic markets. A well specified 
demand is important in reverse auction in order 
to ensure that all participating suppliers correctly 
understand the scope of the demand and are able 
to place suitable bids during the reverse auction. 
This condition is called “specifiability”. But 
specifiability does not require— as often pointed 
out at the onset of reverse auction use —that the 
demand to be auctioned is a commoditized, less 
complex and non-strategic product or service. As 
long as the demand can be properly specified, 
complex and strategic products and services 
lend themselves for reverse auction as well. 

(ii)  Auction Volume: From a supplier’s perspective, 
higher auction volumes are more appealing than 
low volumes. If suppliers are awarded larger 
volumes, they are able to produce larger lot 
sizes. Larger lot sizes are associated with lower 
transaction costs and economies of scale. Also, 
a supplier’s effort to prepare and submit offers 
has to be justified by alarge enough (potential) 
business. From a buyer’s perspective, a large 
enough volume warrants the investment of 
conducting are verse auction. The absolute 
savings must be large enough to offset the 
costs for preparing and implementing are verse 
auction. Some of the cost is fix, i.e. independent 
of the auction volume (e.g. for setting up the 
technical infrastructure) some can be variable 
(e.g. fees for intermediaries). 

(iii) Expense of Switching Suppliers: Switching 
suppliers can be costly, for example, if the 
qualification of new suppliers is strenuous 
(such as in the pharmaceutical industry) or if 
expensive tools have to be changed (such as 
in the automotive industry). Search costs for 
finding new potential suppliers, negotiation 
costs for closing contracts, expenses for setting 
up new business relationships and costs for 
adapting production processes occur. In general, 
the lower the switching costs, the more a buyer 
can benefit from conducting a reverse auction, 
because, switching costs would offset the 
potential savings.Therefore, several researchers 
have pointed out that the lower the expense of 
switching suppliers, the more suitable reverse 
auctions would be. 

(iv) Participating Suppliers Number: Many 
researchers argue that a large number of—or at 
least several— suppliers should participate in 
a reverse auction, provided that their bids are 
independent of each other and that they possess 
the capability to deliver the product according 
to the specifications. The competition among 
a larger number of suppliers is supposed to be 
stronger. Competitive pressure may in still or 
force some suppliers to provide better offers. 
There is no ‘‘right’’ absolute number, however, at 
least two competing suppliers, minimum three 
or a sufficient number of competitive suppliers  
have been recommended. 

(v) Competition among Participating Suppliers: 
Whereas the fourth condition looks at 
competition on the auction level, the fifth 
condition takes an industry level perspective. If 
competition among suppliers within an industry 
is strong, suppliers are more willing to grant 
concessions, e.g. in terms of price. Suppliers will 
also take advantage of all possible opportunities 
to increase their sales and might be more 
willing to provide competitive offers in reverse 
auctions. Consequently, we assume that a strong 
competition among suppliers within an industry 
is interrelated with competition on the reverse 
auction level and that strong competition within 
an industry relates positively to auction success. 
In the reverse auction literature researchers 
pointed out that excess capacity or excess supply, 
other incentives and the potential to realize 
economies of scale are important to intensify 
competition among suppliers.

(vi) Power of the Buyer: The larger the buying 
power of the firm on a specific market, the more 
pressure can be put on suppliers to provide 
competitive offers. If there are only a few 
buyers with significant market share or if buyers 
purchase a significant portion of output, their 
power is frequently strong and when ‘‘the buyer 
dominates the relationship’’.

(vii) Complexity of the Package: In the past, reverse 
auction have been conducted mainly with 
simple negotiation packages. In the future, 
with the advent of new reverse auction tools 
this will change. A proper specification of the 
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demand is a prerequisite so that no questions or 
misunderstanding sarise from the suppliers with 
respect to what product they are supposed to bid 
on and deliver afterwards. However, how the 
specified product sand services are combined 
to a negotiation package has an impact on the 
savings that can be realized  through reverse 
auction. First, the margins have been“squeezed” 
out of simple products—such as standardized 
commodities—either through traditional or 
reverse auction approaches in the past. More 
complex products hold a higher and untapped 
savings potential. Second, the suppliers 
participating in such an reverse auction event 
are able to tailor their offer much better to the 
situation regarding, for example,their current 
capacity utilization, their competencies and 
their subcontracting network. The tools to 
combine multiple auctions and to support 
multiple variable bidding (MVB) are emerging 
empirically analyzed multiple attribute auctions 
and found that the utility scores achieved by the 
buyer are significantly higher than those of the 
corresponding single attribute auctions.

(viii) Time to Auction: Increased buyer productivity 
is a frequently observed advantage of using 
reverse auction in the purchasing process. 
But this is only the case for the later stages of 
the purchasing process, such as notification 
of suppliers, mailing requests for quotation 
(RFQs), evaluating suppliers’ responses and, in 
particular, negotiating with several suppliers. 
It is vital that the total spend is analyzed and 
prioritized, potential products and services are 
evaluated if suitable for reverse auction, potential 
suppliers are identified and screened, products 
and services are specified, the suppliers’ cost 
drivers and market mechanisms are understood 
and RFQs are prepared properly. Time and 
again, firms rush into reverse auction events 
without thorough analysis and preparation of 
the purchasing management related conditions 
and without having considered measures 
beforehand. So, a well-planned strategy 
developed prior to the event is one of the 
most important predictors of event success. In 
conclusion, we assume a positive relationship 

between the time firms spend for preparing the 
auction (i.e. until the auction takes place) and the 
auction’s success. The more weeks apurchasing 
manager has to analyze the situation and define 
and implement measures, the higher the chance 
for the reverse auction to be successful.

(c) Actions for Implementation 

In view of above discussion and considerations, In 
charge of the department took the decision to go for 
reverse auction for high value project cases,which 
(procurement package) has traditional nature of 
procurement items because if procurement case is of 
high value there is strong likelihood of higher auction 
volume, as procurement is related to project case 
definitely it will have some complexity in package, 
it is also decided to select the case which have got  
sufficient time for delivery and execution of project 
so that necessary time can be given for carrying out 
the required modalities for the success of the reverse 
auction. It was also expected that there will be least 
chance of switching of supplier as although the project 
was comparatively bigger but item of supply and 
nature of job is traditional in nature and parties with 
whom department has to interact are well equipped 
to deal with this kind of change. There were also 
sufficient suppliers for   necessary competition and 
allocation of order. 

To take care of different issues, as mentioned above 
and to settle the various apprehensions of suppliers, 
department conducted the “Supplier’s Meet” in a 
big way. The problem needing preparation of exact 
specification is one typical area as it is inherent 
problem with the R & D kind of procurement set up. 
This has been already detailed along with possible 
reasons in beginning of this case study itself. But 
to improve and harp upon preparation of perfect 
specification, department conducted number of 
sessions on “Indentor’s Meet” across various levels 
of organisation. The department clearly felt the 
importance of stating the commodity specifications or 
job description especially in research organizational 
setup as confusion would reign if the commodity 
specifications including quality, delivery times, 
precise order sizes, geographic requirements and 
transportation conditions or any related service 
factors—was not clearly and precisely stated. Suppliers 
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would be reluctant to respond to a solicitation, when 
they cannot be clear on all conditions. 

When the first case was chosen, which was to be 
processed through reverse auction, the big job came 
for tender document preparation, which was to be 
modified, fine tuned in line with changed condition. 
The typical RFQ scenario before conducting 
Reverse Auction follows these eight basic steps: (1) 
Specifications writing, (2) Mode of Tendering (identify 
suppliers, if required), (3) qualified  suppliers, (4) 
Receipt of RFQs by the suppliers, (5) wait for responses, 
(6) evaluate responses, (7) notify selected supplier(s) 
and (8) negotiate final terms and conditions.

For preparing the tender document the reference 
used were of previous tender documents, document 
of other organization, documents used by sister 
concerns and sample documents provided by service 
provider. After the consultation, discussion was held 
among the members of the department for finalization 
of documents. The final document which came out 
after this herculean task was used for tendering the 
case. 

Open tender enquiry was issued by uploading on 
tender website and along with this, wide publicity was 
also given by publishing in the leading Newspaper of 
four Metros. This was done to give opportunity to all 
vendors and to get sufficient numbers of offers, for 
getting better competition & getting best deal out of 
it. This also helped in exploring maximum number of 
interested parties. 

Next wave came in form of clarification which parties 
needed regarding the new process which they were 
going to follow. The service provider in the meantime 
explored the parties at their end and they  educated 
the parties regarding the whole process and their 
other queries. On tender opening date sufficient 
offers were received, clearly the traditional problem 
of not receiving the sufficient offers in first chance 
seems to have improved. The offers were opened 
on tender opening date and after completing the 
formalities (signing of tender, recording of document 
received, checking of EMD submitted/NSIC certificate 
etc.) the tender evaluation process began. The 
indentor evaluated the technical aspects of tender 
vis-à-vis Technical Specification and Mr. Kumar did 
the commercial evaluation. But there were some 

deviations in both the technical & commercial aspects. 
The clarification asked from respective parties was 
prepared for both technical & commercial points and 
sent to the respective parties with request to respond 
within particular time, as the case was to be finalized 
as per schedule. All the parties provided their reply. 
The replies were scrutinized and it was found that 
all the parties, except one, accepted all our terms and 
conditions. The party which did not accept our terms 
and conditions was again requested to come in line 
to our RFQ (Request for Quotation) terms but party 
refused to do so. The committee was formed and it 
took the decision to reject the party not confirming to 
our terms and to process the case based on available 
parties. After getting the necessary approval and 
fulfilling the other official formalities the D-day came 
for sending the mandate form (form for authorizing 
the service provider to carry out Reverse Auction), 
to service provider. All the techno-commercially 
suitable parties were given training regarding bidding 
and their other queries are sorted out regarding the 
reverse auction. When all the parties were ready 
the reverse auction started, each parties participated 
enthusiastically and tried to lower down their prices 
so that they were in the fray of getting the order.

The parties  revised their bid number of times and 
finally successful party emerged whose price was 
close to 55% lower than the estimated price. 

Everybody was happy from the outcome of the result 
as there was substantial reduction in price. Now 
the question arose whether the price was justified? 
Whether the party would be able to do the job? To 
thrash out these issues the successful party assured 
and gave in writing that they will do the job and that 
the price was very much reasonable.

Mr. Kumar placed the order on successful tenderer, 
after getting the necessary approval of competent 
authority. The party started the job and successfully 
completed it within the completion period, as 
stipulated in tender. The system started working as 
per required performance parameter and company is 
getting the excellent results, which shows the success 
of the project and excellent result of collective effort of 
all concerned in implementing the newer technology 
& process.

In the entire year total price reduction achieved by 
the department with respect to estimate prepared 
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was 28%, which is definitely substantial and great 
achievement of reverse auction and strategy 
formulated, executed by the department.

Conclusion

The important point which came out of this case study 
can be summarized as following:

1.  Procurement in an R & D organisation/unit is very 
tricky and challenging, as the materials are usually 
new, procurement is to be fast for maximizing the 
return. 

2.  Newer technology is to adopted to make the system 
more efficient and transparent after studying the 
pro & cons of new system.

3.  Online Reverse Auction is tool which can be 
adopted for finalization of the purchase cases by 
tweaking it on case to case basis. 

4. When adopting the new technology or process, final 
approach of implementation is to be decided after 
considering all the important facets of newer tool. 

5. There are number of advantages tangible and 
intangible by adopting the online reverse auction 
over the traditional offline method.

As per literature available on reverse auction annual 
bid events savings ranged 13% to 20%, with a slight 
declining trend of 1% to 3% decrease per year over 
time. Greatest savings were obtained during pilot 
events or the first year of corporate wide e-auction 
implementation. Several factors contributed to lower 
savings levels. As firms gained experience with 
e-auctions, they became more matured and innovative 
in using them. Additionally, the types of items being 
auctioned changed with time. Although savings are 
expected to decline over time, supply managers still 
consider e-auctions a viable purchasing tool. All of the 
supply managers stated their firms will continue to 
use e-auctions, as they offer more benefits than just 
price reduction. The managers suggest e-auctions 
save time, help to invite the right of suppliers used, 
and standardize the sourcing process. e-auctions also 
help organizations standardize contract terms and 
conditions. Finally, buyers can be assured the obtained 
price is competitive, given the set of suppliers.

Further, as per literature available it is stated that a 
reverse auction is a tool that can increase the efficiency 

of strategic sourcing. However, the fact remains that it 
is a tool. As is true with any tool, it must be used with 
caution as risks exist. The appropriate use of reverse 
auctions is isomorphic to strategic sourcing. If strategic 
sourcing is used appropriately, reverse auctions will 
be successful within the process. The primary steps 
in strategic sourcing that must be followed are: (i)
Clearly and comprehensively develop specifications 
for the goods or services to be auctioned (ii) Develop 
large purchase lots through pooling families of 
parts (iii) standardization and leveraging across 
the organization (iv)  Analyze the supply market to 
assure the appropriate conditions exist (v) Develop 
the appropriate organizational infrastructure. When 
these basic steps are followed, the promise of reduced 
purchase prices, lower administrative costs and 
improved inventory turns can be achieved. An auction 
is a complex economic process for which it is difficult 
to develop concrete parameters. However, it may be 
said that managers would better know when to use or 
not to use reverse auctions if additional research was 
completed on the process.

Literatures also corroborate this when parties were 
asked about the open competition through system 
of auction and the traditional paper bid. Several 
parties explained that with the reverse auction the 
suppliers could observe the electronic competing 
bids in real time and feel greater pressure to conform 
in subsequent face-to-face negotiations. The buyers 
heard indirect accusations that they were using 
the bids as a ‘‘pressure to conform.’’ A third risk 
was that the seller would get caught up in, what 
may be termed, The Race. Just like race dogs chase 
a mechanical dog around a track but never catch it, 
a seller may begin chasing an elusive price figure. 
Bidders may get so caught up in the emotion of the 
race or competition that they offer unreasonably 
low prices. Cases were reported in which sellers 
actually presented bids below their cost. And in other 
situations, sellers presented bids for greater quantities 
than they could possibly deliver. In these situations, 
the sellers subsequently tried to release themselves 
of the commitment. This obviously slowed down the 
entire acquisition process and dramatically hindered 
the possibility of a future transaction between the 
buyer and the seller. Unfortunately, the competitive 

Procurement in Research Organisation through Reverse Auction
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emotion overshadowed good business judgment. The 
purchasing professionals interviewed also reported 
there are definitely risks for buyers also, and by far the 
strongest of them, was that in many cases, the buyers 
were afraid that they had destroyed the suppliers’ 
trust. This fear was especially pronounced when the 
buyer and the supplier had a long working history.

Suggested Assignments  

1. Co-operation of buyer-suppliers are very much 
in demand in research organization.   Study of 
buyer –suppliers relationship in cases where 
procurement is done through reverse auction 
for requirement of research oriented projects of 
research organizations. 

2. Study of problems/complications arising during 
execution of cases which are finalized through the 
reverse auction. 

3. Technological issues in reverse auction and 
suggestions for further improvement. 

4. Implementation and impact of reverse auction in 
finalization of service/ job contracts.

5. Disadvantages/Drawbacks of reverse auction and 
means to tackle them.
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Book Review
What the CEO Really Wants from You

R Gopalakrishnan

“All through the 
book the author 

brings out the 
paradoxical 

position a 
manager faces 

where he has to 
steer a course 

through opposing 
requirements.”

What the CEO ‘Really’ Wants From You is a book authored by R Gopalakrishnan  
who is presently a director of Tata Sons limited. The work is welcome respite 

for young managers aspiring to climb up the top echelons of the management. This 
is a great book on how to be a great subordinate, how to deserve before desiring, 
how to balance self-interest with the company’s interests. He explains in this book, 
the attributes of a high-potential manager, suggests ways of disagreeing without 
becoming disagreeable and, most importantly, provides a refreshing view of what 
the CEO truly cares about. It focuses on what CEO truly cares about-qualities that 
contribute to the company’s overall success and how they ultimately lead to career 
success. 

The author calls for an adaptive approach by a manager all through his career. 
He describes it in several ways as one progresses from an executive to a middle 
manager and on to senior leadership positions. One dimension is the increasing 
complexity of problems and the unknown aspect of solutions, as one navigates 
through one’s career. The other is the circles of influence one has to adapt to. In the 
initial phases of one’s career, the problem and solution sets are relatively simple and 
the circle of influence is largely within one’s own team. Further down ones career, 
the problem and solution set gets more complex and the circle of influence now 
widens to peers and colleagues in other departments. At the senior management 
levels the degree of ambiguity and uncertainty is high and the circle of influence 
now goes beyond the organization to include the government, civil rights groups, 
law enforcement agencies etc. A manager needs to recognize these differing needs 
as he or she progresses in his or her career and learn to adapt to the requirements.

The author uses the frame work of “Four A’s” to describe the competency set and 
behaviors required of a successful manager. These A’s are Accomplishment, Affability, 
Advocacy and Authenticity. Briefly here is what he has to say of the four A’s.

Accomplishment: It means being able to execute with efficiency and to deliver 
results. It is the most important skills that any subordinate has to learn.  While this 
seems simple enough most managers make the mistake of thinking that all the 
doing is at the executive levels and their role is to be the thinkers. Coordinating 
and enabling execution is something that they miss out on. The expectation of 
being an accomplishing executive stays throughout ones career. As one rises in 
the organization he has to depend more and more on others to deliver. Like the 
oxygen required for staying alive, the skill of accomplishment is a lifelong demand 
of the manager. Some of the reasons why the attribute accomplishment is not richly 
found among managers are as follows:

• Managers often hold the view that doing things is the task of lower level people. 
The Manager’s task is to do the thinking rather than doing. This is true but 
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conceals the reality that coordinating is also a part 
of the thinking task. And coordinating activities 
which are not well aligned and clear is difficult.

• Managers have to deliver results without all the 
resources being directly under their charge. 

• Executing complex tasks requires skills in 
coordination, motivation, review and discipline. 
Even if one of these is weak, execution suffers. The 
discipline and granularity required to do all these 
four jobs is often not strong enough. 

• Large organizations provide many hiding places 
for people who cannot execute well. The art of sexy 
presentations, the flowery expressions of what are 
basically excuses and the silvery –tongued ability 
to communicate future promises all combine 
together to retard execution in companies.

Affability: The affable manager knows how to 
disagree without being disagreeable; how to separate 
rivals views from his feelings or opinion about the 
rival and how to listen carefully with an open mind 
and yet be focused and single minded. Here the 
author has emphasized on developing the listening 
skills to become an affable manager. Listening is 
very difficult, especially for managers with authority 
and a ready audience within their departments or 
companies. It is not enough to execute, deliver results 
and demonstrate accomplishment. The results have 
to be achieved in an acceptable manner.

Advocacy: To earn a living every person has to try to 
advocate an idea to someone or persuade someone to 
buy something. We all have to sell a product, a service 
or an idea to add value. In the early stages of one’s 
career, the manager is the recipient of instructions and 
the effects of power. He accepts them by adapting. 
He realizes that the boss expects him to exercise his 
leadership on the people who report to him and make 
sure that things get done. In the middle management 
phase, he finds the need to influence people without 
their directly reporting to him. In the senior and 
leadership roles, he may exercise no control over 
people whom he need to influence. This is the 
manner in which the skills of advocacy develop. Put 
more broadly the real value addition in all corporate 
jobs happen when one is able to sell someone else 
a product, a service or an idea. This requires one to 

combine the skills of communicating, convincing and 
carrying people, the totality of which is the skill of 
advocacy. 

Authenticity: Authenticity is the perception of 
who you are and what you stand for that produces 
follower ship.  Follower ship is used here not in a 
hierarchical sense but in an egalitarian sense. It is 
the voluntary desire or inclination among followers 
to follow a person, emotionally and physically. 
Authenticity carries tow challenges. The first challenge 
is that one’s words and actions must match or else 
nobody will consider him to be authentic. Secondly 
to be considered authentic one must establish a 
relationship with another person. The author through 
his experiences has come out with certain aspects of 
authenticity which is worthwhile to remember.

• One has to learn to manage his authenticity.

• Authenticity means learning from the muddle of 
real life.

• Authenticity comes from common sense and self-
awareness.

• Authenticity is connected with deep personal and 
professional relationships.

• Authentic people do what they have to because 
that is what they simply have to do. 

All through the book the author brings out the 
paradoxical position a manager faces where he has 
to steer a course through opposing requirements. For 
instance one’s boss would value his or her getting 
things done on time but would not like to receive 
complaints of rudeness or brashness. While getting 
things done step on others toes if you must but don’t 
take the shine off other’s boots. So how do one get the 
right balance? The key idea is that there is a middle 
path between such extremes. Finding the middle path 
and steering one’s way on the middle path is essential 
for happiness and success.

Published by :
Collins Business
Year 2012

Book Reviewd by :
Srimant Kumar Mallick
Asstt. General Manager (Acad) & Sr Faculty Member 
MTI, SAIL, Ranchi
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Article Digest
Ready for Anything

Steven M. Southwick and Dennis S. Charney

“Setbacks are part 
of any endeavor 

and those who 
react to them 

productively will 
make the most 

progress.”

A resilient person may bend but does not break when confronted with adversity, 
enabling him or her to bounce back relatively quickly.Resilience is the ability to 
constructively harness the stress response; a capacity essential to both physical 
and mental health. Setbacks are part of any endeavor and those who react to 
them productively will make the most progress. Resilience is determined by both 
inborn traits and environmental factors. A resilient person is not someone who 
avoids stress, but someone who learns how to tame and master it. We can become 
more resilient through disciplined and regular practice.Some strategies to enhance 
resilience are discussed below.

Regulating our emotions

The ability to regulate emotions such as sadness, anger and fear is important for 
effectively coping with stress. Negative emotions are natural but if left unchecked, 
they can seriously impair our ability to think clear¬ly and to make logical 
decisions.Two approaches for regulating emotions are cognitive reappraisal and 
mindfulness meditation. Using reappraisal, individuals reinterpret the meaning 
of an adverse event so that they see it as less negative. Doing so tends to minimise 
the physiological and emotional reactions to the event. When faced with a stressful 
episode, you may ask yourself, “Am I exaggerating its potential negative impact? 
Or “is it possible to grow stronger as a result?”Another strategy for controlling 
stressful emotions is mindfulness meditation which teaches how to consciously 
live in the present moment, rather than dwelling in the past or worrying about 
the future. Mindfulness meditation improves the ability to focus, leads to flexible 
thinking, helps in psychological well-being and develops the ability to cope with 
depression, anxiety and stress.

Adopting a positive but realistic outlook

Positive emotions are strongly associated with good mental and physical health.
Negative emotions tend to increase physiological arousal, narrow our focus of 
attention and restrict our behaviors to those essential for survival but positive 
emotions reduce arousal and broaden our focus, leading to more creative responses 
to stress and trauma. Resilience is associated with realistic optimism, not the rose-
colored form. Because the latter often involves ignoring negative information, 
people who adopt an overly buoyant outlook tend to underestimate stressful 
and risky situations. On the other hand, realistic optimists filter out unnecessary 
negative information but pay close attention to the facts that are relevant to dealing 
with adversity. Using a technique called cognitive-bias modification, one can learn 
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to tune out negative words and occurrences and 
develop a habit of interpreting ambiguous situations 
in a more positive manner.

Becoming physically fit, accepting challenges

Physical activity can enhance resilience by protecting 
against the negative effects of stress. Aerobic exercise 
reduces symptoms of depression and anxiety. It 
improves attention, planning, decision making and 
memory, all of which are important for managing 
stress. Exercise promotes resilience through a number 
of neuro-biological mechanisms. It boosts levels of 
endorphins as well as neuro-transmitters such as 
dopamine and serotonin that may reduce symptoms 
of depression and elevate mood. It also suppresses 
the release of the stress hormone, cortisol. Workouts 
activate genes for proteins, that promote the growth 
and repair of neurons, which prolonged stress can 
damage. To enhance resilience, one should consult an 
expert and develop a schedule in which one gradually 
increases the intensity of cardio-vascular and strength 
training. In addition to getting the biological benefits 
of exercise itself, you are also calibrating your exposure 
to stress in a way that increases resilience, a strategy 
called stress inoculation. The inoculation principle 
of graded exposure can apply to a broad range of 
activities designed to increase physical, emotional 
and cognitive resilience.

Maintaining a close and supportive social network

A particularly effective way to enhance resilience is 
to strengthen one’s relationships because doing so 

can dampen your biological response to stress and 
bolster your courage in tense situations. High levels 
of social support have been associated with better 
psychological outcomes after many types of trauma. 
High social support has also been linked with better 
overall physical and psychological health. Backing 
from others is powerful because it in¬creases an 
individual’s self-confidence, provides a safety net and 
strengthens our belief that we can overcome obstacles. 
Thus we tend to more actively solve problems rather 
than avoiding challenges. On a biological level, social 
ties stimulate the release of the hormone, oxytocin. 
Oxytocin reduces anxiety and fear by limiting the 
cortisol response to stress. It also promotes affiliative 
behaviors and emotions, such as trust that encourage 
continued socializing.

Observing and imitating resilient role models

In your social circles, look for people who recover 
quickly from hardship whom you could learn from. 
Members of your own family, colleagues, teachers, 
or even historical figures could also serve as resilient 
role models. Modeling is most effective when the 
observer analyses what he or she wishes to imitate 
by dissecting it into segments and creating rules that 
could guide future action.

Article Digest Prepard by :
Pranav Kumar
Sr Manager (Acad) & Sr Faculty Member
MTI, SAIL, Ranchi

Source :
Scientific American Mind, July/August 2013
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Article Digest
Managing Risk in Complex Projects

Hans Thamhain

“The author 
has compiled a 
wide gamut of 
learning from 

the quantitative 
and qualitative 

part of his study 
which according 

to him will help in 
gaining additional 

perspective and 
insight into the 

processes and 
challenges of risk 

management.”

Uncertainty or Risks are an integral part of any project more so for any complex 
project.  The presence of risks has the potential to affect all the aspects of 

project starting from its initiation to its final performance. In order to succeed the 
organization & its management has to effectively manage these risks throughout 
the life cycle of the project. In the present article, the author suggests that because 
of global connectivity, fast changing environment and broad access to resources 
anywhere coupled with the demand to complete the project faster, cheaper and in 
a smarter way, the projects in itself have become more and more complex. Added to 
this are the organizational dynamics and multidisciplinary nature of the business 
environment today that affect the projects much the same way as the business 
processes.  The projects today, with its complexity, expanse and involvement of 
different group of people has much greater risk potential in terms of the risk level 
and their distribution over the organsation and its partners. The management of 
such a broad spectrum of risks necessitates the project leaders to go beyond the 
conventional constraints of cost, schedules and deliverables and understand and 
appreciate the sources of uncertainty and the need to manage them. 

What we know about Risk Management

In dealing with risks today we are better equipped by virtue of our access to 
sophisticated computers and information systems. The author pointed out that 
statistical methods, simulations, business case scenarios and user centered design 
(UCD) have helped in dealing with project risk issues in different perspectives like 
schedule, budget or technical areas. The tools and techniques, guidelines, policies, 
standards for categorizing, sorting and analyzing risks have helped in predicting 
project- results more consistently. 

Apart from the known risks, the interconnected processes in projects consisting 
of technical, organizational and human factors are often burdened with some 
risk of their own, which does not follow a linear pattern in their occurrence 
making them even more difficult to assess beforehand. As a result predicting and 
controlling them appears impossible with the existing organizational systems and 
management processes.

In dealing with such multi-variable and non-linear type of risks, along with the 
sophisticated analytical models, the collective thinking and collaboration of all 
stakeholders and key personnel is necessary to deal with these risks and their 
cascading effects. The organisations have developed their unique systems to deal 
with such risk in their projects and business environment. These systems integrate 
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the quantitative and the qualitative methods for 
capturing and assessing the risk as well as a broad 
spectrum of new and sophisticated techniques which 
involve organizational collaboration and collective 
judgement to manage the risk variables.

Moreover, according to the author no framework exists 
at present to deal with risks that are either unknown 
or too dynamic. The present study thus concentrated 
on the people side of the risk management tool 
through two basic research questions:

Research Questions 1: How do contingencies impact 
project performance and why does the impact vary 
across different project organisations?

Research Question 2: What conditions of the project 
environment are most conducive to dealing effectively 
with complex risk issues?

Apart from this the author also cited four observations 
which throw some light into the current managerial 
thought and practice.

a) Contingencies in project environment do not 
impact performance of all projects equally.

b) Their early detection is necessary for managing and 
minimizing any negative effect on performance.

c) There is a cascading effect of risks on project 
performance.

d) The effects of contingencies become severe with 
the complexity and hi-tech content of the project.

Key variables affecting Risk

Risk, is a condition that occurs when some uncertainties 
emerge that have the potential to adversely affect the 
project objectives. These uncertainties, according to 
the author, are composed of three interrelated sets of 
variables- Degree of uncertainty, Project complexity 
and Impact.  The degree of uncertainty is composed 
of four categories of variables and rank-ordered them 
from low to high. These are Variations, Contingencies, 
Accidents and Unknown-Unknowns. According to the 
studies carried out in this area the project complexity 
focuses on “complexity in projects” and “complexity 
of projects”. While the studies on the first one aims at 
the complexities surrounding the project organization 
like the socioeconomic or political environment of the 
project the second one comprises of studies more 
commonly dealing with the structural aspects of 

complexity. In terms of impact the article describes 
four categories of risks as a framework. These are 

Category 1 risks – having little or no impact on project 
performance

Category 2 risks – potential for limited impact on 
project performance

Category 3 risks – potential for significant impact on 
project performance

Category 4 risks – potential for significant irreversible 
impact on project and overall enterprise performance.

Method

The study was conducted in the form of an explorative 
field study with a focus on four interrelated variables – 
risk, team, team leader and project environment. This 
research was carried out on 17 companies involved 
in 35 product development projects like information 
systems, financial services, automotive, airplane, 
computers and pharmaceutical products through 
participant observation and in-depth retrospective 
interviewing. The fourteen (14) classes of risks 
identified and used by the author in the present 
study to get the data from the respondent varied 
from risk arising out of Changing Project requirement 
or Changing Market requirement/customer need to 
Technology changes or regulatory requirement or the 
legal issues.

Results

The result of the study is organized in three sections- 
first, a simple risk assessment model for tracking 
the effect of risk on the project performance, 
second, the contingencies that emerge typically in a 
project execution stage and their impact on project 
performance and third, the managerial implication 
and lesson learned from the broader context of the 
quantitative and qualitative parts of this study.

Based on the study the author could infer that the 
risks have differing impacts on the projects and the 
actions taken to eliminate such problems or even 
working around such problems helps to minimize the 
magnitude of the problem and restrict the cascading 
effect that can propagate down the organization. 
Based on the performance impact the model identifies 
four distinct risk categories:
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Category 1 risks – may occur in internal or external 
environment that has a harmful impact on project in 
future like delayed contract delivery, labour dispute, 
technical issues or priority change which if occurs 
can adversely affect the project performance. Hence 
management can take advance action anticipating 
these events. 

Category 2 risks – may occur in the internal or external 
environment with potentially harmful impact on 
project performance through the impact on project 
tasks or project subsystems. These risks have occurred 
at the lower level but have not yet affected the project 
performance like delayed contract deliveries, labour 
disputes, technical issues or priority changes that 
can be solved at local level only thereby restricting or 
eliminating their potential effect in adversely affecting 
the project performance.

Category 3 risks – events that occur in the internal 
or external environment that do impact the project 
performance in terms of schedules, budgets, customer 
relations or technical issues. The event can be failure 
to obtain a permit that has a direct impact on project 
performance or test failure of a critical path activity 
which can occur at lower level but propagates to 
affect the total project performance. However, the 
impact is limited to the project performance but not 
the organization performance. 

Category 4 risks – Events that have occurred and 
significantly impact the project as well as organisation’s 
performance. Similar to above it can have a direct 
impact or a cascading effect. Proper management 
action can lessen the impact at both levels but cannot 
undo or reverse the total effect.

The most frequent among the risk factors reported 
are a) Changing Project Requirements, b) Changing 
Market or Customer Needs and c) Communications 
Issues. These are also the areas where the project 
performance faces maximum negative impact. While 
dwelling upon the overall statistics of all the 14 risk 
factors the following results are highlighted by the 
author: 

1) 9% of the contingencies have almost no impact on 
the project performance. They can be clubbed as 
Category 1 risks

2) 16% have some manageable impact on project 

performance . It involves Category 2 mosty with 
some Category 3 risks.

3) 14% have substantial but manageable impact on 
project performance and includes Category 3 risks.

4) 49% have strong, irreversible impact on project 
and enterprise performance and include Category 
4 risks.

5) 12% have resulted in project failure mainly due to 
Category 4 risks.

There is difference in perception too. While the 
project leaders/ managers rate the risks in terms of 
their impact on the project as significant the senior 
managers rated them about 30% lower which 
indicates senior management’s reasoning that the 
unforeseeable events (risks) cannot be blamed for 
poor project performance when the results were 
agreed on irrespective of the risks and contingencies.

According to the author, whether a risk factor actually 
impacts a project depends on the reaction of project 
team, and also on the judgment of the manager 
whether the risk can affect future projects. It has been 
observed that if the problems could not be identified 
or dealt with earlier and they cascade downward, 
compound and become intricately linked. The impact 
of risk on project performance, according to this 
study increases with the complexity of the projects 
particularly when the technology content increases. 

The author has compiled a wide gamut of learning 
from the quantitative and qualitative part of his 
study which according to him will help in gaining 
additional perspective and insight into the processes 
and challenges of risk management. These are

Lesson 1: Early recognition of undesirable events is a 
critical precondition for managing risks 

Lesson 2: Unrecognised risk factors are common in 
complex project environments 

Lesson 3: Unchecked contingencies tend to cascade 
and penetrate wider project areas.

Lesson 4: Cross-functional collaboration is an effective 
catalyst for collectively dealing with threats to the 
project environment

Lesson 5: Senior management has a critical role in 
conditioning the organizational environment for 
effective risk management
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Lesson 6: People are one of the greatest sources of 
uncertainty and risk in any project undertaking, but 
also one of the most important resources for reducing 
risk.

Lesson 7: Project leaders should have the authority to 
adapt their plans to the changing conditions

Lesson 8: Testing project feasibility early and 
frequently during execution reduces overall project 
risk.

Lesson 9: Reducing the work complexity and 
simplifying work processes will most likely reduce risk.

Conclusion

The major conclusion that the author derived from 
this study is that risks do not affect all projects equally. 
The impact varies from project to project depending 
on the risk event and the managerial actions of dealing 
with the contingency and its timing, which influence 
the magnitude of the problem and its cascading 

effect. Lot of variable including people, management 
tools, organizational environment are also important 
factors that affect the project performance. Analytical 
approaches are to be augmented with more adaptive 
methods intensive data gathering across a wide 
spectrum of the organization and its environment. 
Early detection and action against it at the early 
stage of its development is a requirement against the 
adverse impact of risk. The author also emphasizes 
on effective cross functional communications and 
collaborations to identify and tackle the risks which 
are generated outside the project environment and 
reside in the organizational environment. 

Article Digest Prepard by :
Susmit Roy
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efnvoer uesKe
efJeòeerÙe ØeyebOeve

Fvoj kegâceej DeÛehueeveer*

vehj cuus dh pkgr lcdh gksrh gS vkSj ;g ;qokoLFkk esa lcls izcy gksrh gS] o"kks± 
igys ,sls gh ckrksa ckrksa esa ,d fnu ?kj esa ppkZ gks x;h fd vehj cuus ds fdrus 

rjhds gks ldrs gSa] cgqr rdZ fordZ ds ckn fu"d"kZ fudyk fd vehj cuus ds dsoy nks 
rjhds gks ldrs gSa] ;k rks T;knk dekvksa ;k fiQj de [kpZ djksA T;knk dekuk bruk vklkuk 
ugha gS] ijUrq de [kpZ djuk laHko gS] vxj vkidks foÙk dk vko';d Kku gksA ;g ckr 
vkids futh thou esa ftruh lVhd ykxw gksrh gS] ogh ckr fdlh Hkh O;olk; ds fy, 
mruh gh vko';d gSA

vkt dh xykdkV izfrLi/kZ ds nkSj esa ;g ekuk tkus yxk gS fd fdlh Hkh laLFkku dh mUufr 
vkSj fujUrj izxfr ds fy, nks vk/kj LraHk etcwr gksuk vfr vko';d gS& ,d mlesa dk;Zjr 
dehZ vkSj nwljk mldk foÙk izca/uA vr% ;g vko';d gks tkrk gS fd laLFkku esas dk;Zjr 
gj dehZ dks vius laLFkku dh foÙkh; fLFkfr dh tkudkjh gksuh pkfg;s rkfd og izca/u ds 
fu.kZ;ksa dk vkSfpR; le> lds vkSj muesa fufgr foÙkh; mn~ns';ksa dks lgh izdkj ls le> dj 
fu.kZ; ij iwjh yxu ls vey dj ldsA vr% ;g vko';d gks tkrk gS fd gj dehZ dks 
foÙk dk bruk Kku rks vo'; gh gks fd oks iwath dh egÙkk dks le> ldsA

foÙk dh ifjdYiuk cgqr iqjkuh gS vkSj bldk izca/u Hkh vkfndky ls py jgk gSA lk{; 
miyC/ gS fd foÙk dh mRifÙk rHkh ls gS tc ls ekuo lH;rk dk tUe gqvkA ^^iQkbusUl** 
vFkkZr foÙk] ,d Úkafllh 'kCn gS ftldk vFkZ gksrk gS ^^iSls dk izca/u**A vBkjgoha lnh 
esa bl 'kCn dks vaxzsth fMD'kujh esa 'kkfey dj fy;k x;kA vkt ;g ,d 'kCn ek=k gh ugha 
jg x;k oju~ vFkZ'kkL=k dh ,d 'kk[kk ds :i esa bldk o`gn~ izlkj gks x;k gS vkSj ;g vius 
vki esa ,d 'kS{kf.kd fo"k; gks x;k gSA vxj foÙk dks dqN izfrLFkkfir dj ldrk gS rks 
og gS ^^ fofue;** pw¡fd foÙk Hkh rks lalk/uksa dk fofue; gh gSA vkfndky esa O;kikj dk 
vk/kj oLrq fofue; gh FkkA vr% ge dg ldrs gSa fd foÙk miyC/ lalk/uksa ;Fkk iSlk] 
laifÙk] fuos'k] izfrHkwfr] vkfn ds izca/u dh dyk gSA

foÙk dh vke vkneh dh Hkk"kk esa ifjHkk"kk dqN bl izdkj gksxh %

^^foÙk iSlksa vkSj vU; ewY;oku oLrqvksa dks vklkuh ls udnh esa cnyus dh dyk gSA**

fo'ks"kKksa dh jk; esa %

^^foÙk m/fe;ksa ;k laLFkkuksa dks mudh vko';drkvksa ds vuqlkj iwath dh O;oLFkk djus dh 
dyk gS ftlls og vius vkfFkZd mnn~s';ksa dh iwfrZ dj ldasA**

*Ghe-ceneØeyebOekeâ (Mew#eefCekeâ) SJeb JejerÙe mebkeâeÙe meomÙe, Sce0 šer0 DeeF&0, mesue, jeBÛeer

¶fdlh Hkh O;olk; 
dk eq[; mn~ns'; 

ykHk dekuk gS vkSj 
,d dq'ky foÙk 

izca/d ;g lqfuf'pr 
djrk gS fd dEiuh 
dks vYidkfyd ,oa 
nh?kZdkfyd vof/ 
esa vf/dre ykHk 

feysA¸
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foÙkh; izca/u

f'k{kkfonksa dh utj esa &

^^foÙk iwath mxkgus vkSj mldk izHkkoh mi;ksx djus dh 
dyk gS ftldk mnn~s'; O;olk; dks mlds }kjk ogu dh 
xbZ ykxr vkSj tksf[ke dh i;kZIr :i ls HkjikbZ djuk gSA**

foÙk dh fo'ks"krk,a %&

1- fuos'k ds volj iznku djuk & ;Fkk /u dk 
fuos'k HkkSfrd oLrq,a vFkkZr tehu&tk;nkn] e'khu] ;k 
'ks;j&ckaM vkfn esa djukA

2- ykHk dekus ds volj iznku djuk & /u dk bLrseky 
O;olk; esa vius y{;ksa dks izkIr djus ds fy;s djukA

3- iwath ds ;qDrre feJ.k ds volj iznku djuk & 
iwath dk ;qfDriw.kZ feJ.k vFkkZr fdruh viuh iw¡th yxkuh 
gS ;Fkk izkseksVj va'knku] bDoVh 'ks;j] vkfn vkSj fdruh 
iwath cktkj ls mxkguh gS ;Fkk cSad yksu] fMcsUpj vkfnA

4- vkarfjd fu;a=k.k iz.kkyh fodflr djuk & O;olk; 
dh 'kq:vkr ls gh fu;e ,oa fn'kkfunsZ'k cukuk ,oa 
le; le; ij mudk ewY;kadu djuk rkfd r; y{;ksa 
dks izkIr fd;k tk ldsA

5- Hkfo"; ds fy, fu.kZ; ysuk & O;olk; dh fujUrjrk 
cuk;s j[kus ds fy, Hkfo"; ds fy;s fu.kZ; ysuk ;Fkk 
mRiknu y{;] vk/qfudhdj.k] foLrkj] vkfnA

foÙk dh mijksDr fo'ks"krkvksa dks è;ku esa j[krs gq, dg ldrs 
gSa fd foÙk izca/u dk rkRi;Z gS &

1- laLFkku ds fy, fuEure nj ij iwath dh O;oLFkk djuk] vkSj 

2- bl izdkj mxkgh gqbZ iwath dk mi;ksx vf/dre ykHk 
dekus ds fy, djukA

MkDVj ,l- lh- lDlsuk us foÙk izca/u dh O;kidrk dks 
cgqr gh lqUnj <ax ls vaxzsth ds izFkek{kj "A" }kjk Li"V 
fd;k gS %&

1- Anticipation (iwokZuqeku) % foÙk izca/u dk igyk 
mn~ns'; O;olk; ds fy;s vko';d iwath dk vuqeku 
yxkuk gS ;Fkk O;olk; dks lqpk: :i ls pykus ds 
fy, dc&dc fdruh iwath dh vko';drk gksxhA

2- Acquistion (vfHkxzg.k) % foÙk izca/u dk nwljk 
mn~ns'; gS O;olk; ds fy, fofHkUu Ïksrksa ls iwath dh 
O;oLFkk djukA

3- Allocation (vkoaVu) % foÙk izca/u O;olk; ds 

fy, izkIr dh x;h iwath dk vkoaVu vpy lEifr;ksa 
,oa py lEifr;ksa ds chp djus dh dyk gSA

4- Appropriation (fofu;ksx) % foÙk izca/u O;olk; 
}kjk vftZr ykHk dks 'ks;j/kjdksa] fMcsUpj /kjdks vkSj 
dEiuh ds fjtoZ] vkfn esa ckaVus dh dyk gSA

5- Assessment (ewY;kadu) % foÙk izca/u dEiuh dh 
lkjh foÙkh; xfrfof/;ksa dks fu;af=kr djrk gSA O;olk; dh 
vU; xfrfof/;ksa ;Fkk mRiknu] foi.ku] dkfeZd izca/u 
vkfn ds fy;s lalk/uksa dh vko';drk dk vkadyu ,oa 
dEiuh dh liQyrk] lEiUurk ,oa mÙkj thfork ds fy, 
dq'ky ,oa izHkkoh foÙk izca/u vfuok;Z gSA

foÙk izca/u ds eq[; mn~ns'; fuEu izdkj gS %&

 ykHk vf/dredj.k  

fdlh Hkh O;olk; dk eq[; mn~ns'; ykHk dekuk gS vkSj 
,d dq'ky foÙk izca/d ;g lqfuf'pr djrk gS fd dEiuh 
dks vYidkfyd ,oa nh?kZdkfyd vof/ esa vf/dre ykHk 
feysA O;olk; dh vfuf'prrkvksa ds en~nsutj nh?kZdkfyd 
vof/ esa ykHk dekuk bruk vklku ugha gSA gka] ;g rHkh 
laHko gS tc ,d dq'ky foÙk izca/d lgh fu.kZ; ysus dh 
{kerk j[krk gS vkSj dEiuh ds foÙkh; lalk/uksa dk csgrj 
bLrseky djrk gSA

 lEifÙk vf/dredj.k 

dEiuh ds 'ks;j/kjdksa dh lEifÙk dk vf/dredj.k Hkh 
foÙkh; izca/u dk ,d eq[; mn~ns'; gSA dEiuh esa 'ks;j/
kjd ;gh lksp dj viuk iSlk yxkrs gSa fd mldh iwath 
esa o`f¼ gksxh] vr% ,d dq'ky foÙk izca/d dk drZO; gS 
fd og lalk/uksa dk bl izdkj nksgu djs fd 'ks;j/kjdksa 
dks  vf/dre fMfoMsaM fey ldsA lkFk gh lkFk og ;g 
lqfuf'pr Hkh djrk gS fd dEiuh ds 'ks;j dk cktkj Hkko 
c<+s tks fd dEiuh dh ijiQkWjesal ij fuHkZj gSA vr% dq'ky 
foÙk izca/u ;g lqfuf'pr djrk gS fd 'ks;j/kjdksa dks vf/
dre ewY; fey ldsA

 foÙkh; vko';drkvksa dk lgh vkdyu 

fdlh Hkh O;olk; dh liQyrk ds fy, vko';d gS fd 
mls viuh foÙkh; vko';drkvksa dk vkSj lgh le; dk 
tc foÙk dh vko';drk gS] lgh&lgh vuqeku gksA dq'ky 
foÙk izca/d dk nkf;Ro gS fd og dEiuh dh foÙkh; 
vko';drkvksa dk ,dne lVhd vkdyu djs fd fdruh 
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iwath vpy lEifr;ksa ds Ø; ds fy;s pkfg;s vkSj O;olk; 
dks pykus ds fy, fdruh dk;Z'khy iwath dh dc&dc 
vko';drk gksxhA vxj mldk vkadyu lgh ugha gksxk 
rc ;k rks iwath dh deh ls O;olk; izHkkfor gksxk vFkok 
vf/d iwath j[kdj O;olk; dks uqdlku gksxkA blds fy, 
foÙk izca/d dks dbZ dkjdksa ij è;ku nsuk gksxk ;Fkk mi;ksx 
esa yk;h tk jgh VsDukykWth] dfeZ;ksa dh la[;k] mRiknu dk 
Lrj] dkuwuh vko';drk,a vkfnA

 iwath dh O;oLFkk djuk 

foÙkh; vko';drkvksa dh lgh&lgh vkadyu ds ckn foÙk 
izca/d dk ,d egRoiw.kZ dk;Z gksrk gS] iwath dh O;oLFkk 
djuk vkSj blds fy, lcls ykHkdkjh fodYi <wa<+uk ;Fkk 
'ks;j] fMcsUpj] cSad yksu] vkfn vkfnA [kqn dh iwath vkSj 
cSadksa vkfn ls fy, x, m/kj ls lgh&lgh lkeatL; gksuk 
vfr vko';d gSA lkFk gh foÙk izca/d dks ns[kuk gksrk 
gS fd de ls de C;kt esa /u dh dSls O;oLFkk dh tk 
ldrh gSA

 iwath dk mfpr iz;ksx djuk 

foÙk izca/d dk ,d eq[; dk;Z gS tqVk;h x;h iwath dk bl 
rjg ls mi;ksx djuk fd mlls vf/dre ykHk dh izkfIr 
gksA mldk drZO; gS fd og lqfuf'pr djs fd /u dk lgh 
lgh fuos'k gks] lalk/uksa dh mruh gh ek=kk [kjhnh tk;s rkfd 
iwath vuko';d :i ls mlesa uk ca/h jg tk;sA m/kj fliQZ 
mrus fnuksa dk fn;k tk;s fd vkidks vius fy, vfrfjDr 
iwath dh O;oLFkk u djuh iMs+A

 mfpr udnh izokg lqfuf'pr djuk 

mfpr udnh izokg lqfuf'pr djuk] fdlh Hkh foÙk izca/d 
dk ,d vYidkfyd mn~ns'; gksrk gSA dEiuh esa bruh 
rjyrk ges'kk gksuh pkfg, fd og vius Hkqxrku fu;r le; 
ij dj lds ;Fkk dfeZ;ksa dh ru[okg] ikuh&fctyh ds 
fcy] dPps eky dh [kjhn] fdjk;k] vkfnA vxj dEiuh dh 
rjyrk dh fLFkfr vPNh gS rks izca/u cktkj ls ek=kkRed 
NwV] udn [kjhn ij feyus okyh NwV] vkfn dk iQk;nk mBk 
ldrk gSA ,d LoLF; udnh izokg dEiuh dh thoarrk vkSj 
rjDdh esa cgqr lgk;d gks ldrk gSA

 dEiuh dk vfLrRo cuk;s j[kuk 

dEiuh ds vfLrRo dks cuk;s j[kus vkSj dEiuh dh thorrk 
ds fy, csgn vko';d gS fd foÙk izca/d nh?kZdkfyd 
mn~ns';ksa dh iwfrZ gsrq mfpr fu.kZ; ysA vkt dh xykdkV 

izfr;ksfxrk ds nkSj esa ogh dEiuh fVdh jg ldrh gS tks 
vkus okys dy ds fy;s rS;kj gksA vr% vko';d gS fd 
foÙk izca/d dk gj fu.kZ; nwjxkeh ifj.kkeksa dks è;ku esa 
j[kdj fy;k tk, D;ksafd mldk ,d xyr fu.kZ; dEiuh ds 
vfLrRo dks gh ladV esa Mky ldrk gSA

 dEiuh ds fy, iwath dk fjtoZ cukuk 

foÙk izca/d dk ,d mn~ns'; gS fd og dy ds fy, dqN 
iwath dk HkaMkj.k djs uk fd lkjs ykHk dk forj.k 'ks;j    
/kjdksa dks dj nsA fdruk fMfoMsaM nsuk gS vkSj fdrus /u 
dk HkaMkj.k Hkfo"; esa gksus okys vk/qfudhdj.k ;k foLrkj 
ds fy, djuk gS] ;g ,d uktqd dk;Z gS tks foÙk izca/d 
dks cgqr le>nkjh ls djuk gksrk gS] bl rjg ds fjtoZ ls 
Hkfo"; esa vkus okys fdlh Hkh vkdfLed [kpksZa ls fuiVus esa 
Hkh lgk;rk fey ldrh gSA

 mfpr leUo;u LFkkfir djuk 

foÙk izca/u dk ,d mn~ns'; foÙk foHkkx vkSj vU; foHkkxksa 
ds chp leUo;u LFkkfir djuk Hkh gSA ,d foÙk izca/d ds 
ukrs eSus vius dk;Zdky esa vU; foHkkxksa dh cgqr NhaVkd'kh 
lgu dh gS D;ksafd muds mn~ns'; vkSj foÙk izca/u ds 
mn~ns';ksa esa lkeatL; ugha FkkA ijUrq fo'okl ekfu;s] viuk 
earO; Li"V djus ds ckn gjsd us eq>s iwjk lg;ksx fn;kA 
,slh vfiz; fLFkfr;ksa ls cpus ds fy, vko';d gS fd vU; 
foHkkxksa dks dEiuh dh foÙkh; fLFkfr dh tkudkjh gks vkSj 
foÙk foHkkx vkSj vU; foHkkxksa esa lkeatL; cuk jgsA

 dEiuh dh lk[k (Goodwill) cukuk 

foÙk izca/u dks ges'kk dEiuh dh lk[k cuk;s j[kus dh ps"Vk 
djrs jguk pkfg,A foÙk izca/d dks dEiuh dh Nfo vkSj 
izfr"Bk esa mÙkjksÙkj o`f¼ gsrq fujUrj iz;kljr jguk pkfg,A 
dEiuh dh lk[k dEiuh dks vYikof/ esa ykHk dekus vkSj 
nh?kkZof/ esa viuk vfLrRo cpk;s j[kus esa lgk;d gksrh gSA 
cqjs oDr esa lk[k gh dEiuh ds dke vkrh gSA

 foÙkh; vuq'kklu ykxw djuk 

foÙk izca/u dk ,d vkSj eq[; mn~ns'; gksrk gS foÙkh; 
vuq'kklu ykxw djuk ;Fkk iwath dks mRiknd dk;ksZa esa yxkuk 
rkfd dEiuh dks vf/dre equkiQk gks] /u dh cckZnh jksduk 
,oa ifjpkyu tksf[ke dks de djuk] vkfn vkfnA

foÙk izca/u ds mijksDr eq[; mn~ns';ksa dks è;ku esa j[krs gq, 
blds vkB eq[; vf/'kklh dk;Z fuEu gksrs gSa %&
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1- iwath dh vko';drkvksa dk vkadyu  

iwath dh vko';drk dk vkadyu dEiuh ds xBu ds le; 
gh fd;k tkuk vko';d gksrk gS tSls fdruh iwath dh 
vko';drk vpy lEifÙk;ksa dh [kjhn ds fy, gksxh ,oa 
dEiuh dks fdruh dk;Z'khy iwath dh  vko';drk gksxhA

2- iwath lajpuk dk fu.kZ; djuk 

iwath lajpuk ls rkRi;Z gS fd viuh iwath ,oa m/kj yh x;h 
iwath dk vuqikr r; djukA viuh iwath vkSj cktkj ls yh 
x;h iwath esa larqyu gksuk pkfg;sA m/kj yh x;h iwath ij 
C;kt nsuk iM+rk gS tksfd dEiuh ds fy, ,d [kpZ gh gksrk 
gS vkSj mls r; le; ij ykSVkuk Hkh gksrk gSA vr% dEiuh 
dh iwath lajpuk fdlh Hkh foÙk izca/d ds fy, uktqd dk;Z 
gksrk gSA

3- udn izokg dk vkdyu djuk 

fdlh Hkh O;olk; dh ykHkiznÙkk cuk;s j[kus ds fy;s 
vko';d gS fd dEiuh rjyrk cuk;s j[kh tk;s ijUrq ;g 
è;ku j[kk tk;s fd vko';drk ls vf/d /u j[kus ij ykHk 
esa deh gksxh pwafd vki /u dk ykHkiw.kZ fuos'k ds volj 
[kks nsaxs vkSj /u dh deh ls vxj nsunkjksa dks Hkqxrku esa 
nsjh gqbZ rks dEiuh dh lk[k ij vlj iM+sxkA foÙk izca/d 
dk nkf;Ro gksrk gS fd og fcØh ls izkIr gksus okyh vk; 
dk lgh lgh iwokZuqeku yxk;s vkSj lkFk gh ;g Hkh vuqeku 
yxk;s fd bl nkSjku fdruk [kpZ djuk gS vkSj mlh izdkj 
/u dk izca/u djsA

4- fuos'k ds fy, fu.kZ; ysuk 

fdlh Hkh O;olk; esa /u dh izkfIr vusd Ðksrksa ls gksrh gS 
;Fkk fcØh ls gksus okyh vk;] dEiuh }kjk tkjh 'ks;j ,oa 
fMcsUpjl] cSadks vkfn ls lkof/ m/kj] vkfn] vkfnA foÙk 
izca/d dk nkf;Ro gS fd og iwath fuos'k ds fy, lgh lgh 
fu.kZ; ys ;Fkk fdruk /u yEch vof/ ds fuos'k esa yxk;k 
tk ldrk gS] fdrus /u dk fuos'k vpy lEifÙk;ksa dh 
[kjhn ij fd;k tk;s ,oa fdrus /u dks NksVh vof/ ds fy, 
fuos'k fd;k tk;s] vkfnA

5- vf/'ks"k dk vkoaVu djuk 

;gka vf/'ks"k ls vfHkizk; dEiuh }kjk dek;s x;s 'kq¼ ykHk ls 
gS ftldk vkoaVu eq[;rk rhu izdkj ls fd;k tk ldrk gSA

d- 'ks;/kjdksa dks ykHkka'k dk Hkqxrku djds]

[k- vf/'ks"k dks cpk;s j[kdj dEiuh dh vk; dks cuk;s 
j[kdj] vFkok 

x- deZpkfj;ksa dks cksul nsdjA

foÙk izca/d dks ;g fu.kZ; ysuk gksrk gS fd og fdruk 
ykHkka'k ?kksf"kr djs] fdruk /u fjtoZ ,oa ljIyl ds :i 
esa dEiuh ds ikl gh j[ks vkSj deZpkfj;ksa ds fy, fdruk 
cksul ?kksf"kr djsA

6- dEiuh ds fy, iwath dh O;oLFkk djuk 

vxj dEiuh dks viuh vk/qfudhdj.k] foLrkfjdj.k] 
fofo/hdj.k] vkfn vko';drkvksa ds fy, /u dh 
vko';drk gksrh gS rks ;g foÙk izca/d dk nkf;Ro gksrk gS 
fd og iwath dh O;oLFkk djs] ,sls le; esa foÙk izca/d dks 
fuEu iz'uksa dk è;ku j[kdj fu.kZ; ysuk gksrk gS %

d- O;olk; dks dc vfrfjDr foÙk dh vko';drk gksxh\

[k- bl foÙk dh vko';drk fdrus le; ds fy, gksxh\

x- iwath dh O;oLFkk fdl vFkok fdu fdu Ïksrksa ls dh tk;s\

?k- bl foÙk dh okilh fdl izdkj gksxh\

7- vfrfjDr iwath ds fy, foÙkh; laLFkkvksa ls ckr&phr 
djuk 

O;olk; ds fy;s vko';drkuqlkj vfrfjDr iwath dh O;oLFkk 
djuk foÙk izca/d ds fy, ,d pqukSrhiw.kZ dk;Z gS] mls lgh 
cSad vFkok foÙkh; laLFkk dk pquko djuk gksrk gS tks de ls 
de C;kt nj ij mrus le; ds fy, dEiuh dks m/kj nsus 
ds fy, jkth gks tk;s ftrus le; ds fy, bldh vko';drk 
gSA m/kj vYikof/ vkSj nh?kkZof/ ds fy;s fy;k tk ldrk 
gSA lkekU;r% vYikof/ ds fy, rks m/kj vklkuh ls fey 
tkrk gS nh?kkZof/ ds fy, cSad vklkuh ls dtZ ugha nsrsA

8- foÙkh; izn'kZu dh tkap djuk 

le;&le; ij dEiuh ds foÙkh; izn'kZu dh tkap djrs 
jguk] foÙk izca/d dk ,d vko';d dk;Z gSA dEiuh ds 
foÙkh; izn'kZu ds vk/kj ij gh fuos'kd dEiuh dk ewY;kadu 
djrs gSaA ;gh ugha] cSad ,oa vU; foÙkh; laLFkk, dEiuh dks 
mlds vPNs foÙkh; izn'kZu ds vk/kj ij gh dtZ nsus ds fy;s 
jkth gksrh gSA vr% ;g vR;ar vko';d gks tkrk gS fd foÙk 
izca/d le;&le; ij dEiuh ds foÙkh; izn'kZu dh rqyuk 
LFkkfir ekunaMksa ds lkFk djrk jgs vkSj mlesa fujUrj lq/kj 
gsrq lnSo iz;kljr jgsA

foÙkh; izca/u






