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Editor’s Message Board  

 

Hello Readers! 

 

Thanks for downloading and reading our June 2014 publication. This months’ publication 

presents a blend of thoughts from the authors on Financial, Marketing and Human resource 

domains with you.  

 

The author’s in this issue have presented HR concepts such as Spiritual Intelligence and its 

relationship with Employee performance, Measuring of employee happiness, Spirituality in 

Organizations; thoughts about Marketing such as Customer behavior regarding Insurance 

products, ICT based financial inclusion, Green marketing and Role of marketing Mix in Insurance 

services in India. 

 

We hope you would enjoy reading these papers in the new format of this document. 

 

 

Regards 

Editor Team 
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Problems and 

Remedies of 
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Behaviour 
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Products: A case 

study of rural area 

of Hisar District 

 

 

 

Author Veena is an Ex. Lecturer at 

Sarvodaya Vidyalaya, New Delhi 

Abstract  

Insurance is a tool that protects rural as well as urban people by 

providing insurance to minimize their risk. Insurance is one of the 

fastest growing markets in India. Unlike the foreign countries, 

where insurance is compulsory and lawful commitment. 

Insurance products and services can’t be sold forcefully, until it is 

asked by a consumer. In India, insurance is still contribution in 

social as well as economic development of India. It is rapidly 

growing in urban areas. But majority of rural society is still not 

insured and still facing so many problems to avail the benefits of 

insurance. We all know that India is a country of villages and 

there is a tremendous scope for developing insurance business in 

rural areas. So we may focus on rural area problems and take 

steps to remove their problems. In this preceding research paper 

it is found that rural area customers have inadequate knowledge 

about insurance products and it needs to be improved. 

In this paper an attempt has been made to understand the 

problems of consumers and find out the remedies of consumer’s 

problems. 

Keywords:  Consumer Behavior, Insurance, Complex policies. 

Introduction 

In spite of awareness about insurance in India 

rural India still lacks in terms of availability of 

many services. More than 75% of India’s 

populations live in rural areas. But 

performance of rural area is very slow. Rural 

India has hardly 35% hospital and 30% 
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medical facilities. Hardly 30% of rural 

population has access to clean drinking water. 

In this situation, you can imagine poor quality 

of life and its expectancy under these 

conditions. It is very important to aware rural 

customer about insurance to remove their 

problems. It is necessary to find out the 

reason behind the lack of knowledge about 

insurance in rural areas. One of the reasons is 

tremendous inequalities in term of 

educational achievement employment 

opportunities, purchasing power health and 

assured income opportunity. At present 8-10 

% rural household are covered under life 

insurance scheme. About 250 million rural 

populations out of 650 million have surplus 

money to save money to the available option 

like post offices and a few limited commercial 

banks. They save their money in bank and 

post office because they have no knowledge 

of insurance policies. So there is need to 

create a broader awareness about life 

insurance in all geographic rural area in India 

through specific collective campaign.  

 India has more than 6 million villages 

earning one third of national income. The rise 

of the rural market has been the most 

important marketing phenomena of the 21st 

century, providing volume growth to all 

leading consumer goods manufacturer, higher 

rural income , increasing enrollment in 

primary education and high penetration of 

television and other mass media, have 

induced propensity to consume based and 

value added products in rural areas. Rural 

India provides a large and latent consumer 

home to over 700 million people. It 

represents not only 70% of India’s population 

but also over 12% of world population. The 

rural market in spite of its huge potential has 

attracted less attention and the resultant as 

poor insurance penetration. For instance 

insurance penetration in rural area is just 

around 20%. 

 This paper considers the campaign to 

educate rural area consumers on the need for 

security that protect their livelihood security. 

There is excellent opportunity in the 

insurance industry to employ access based 

positioning by targeting the rural insurance 

sector. For rural marketing the insurance 

organization should have advisor with 

thorough knowledge of product and language 

and who have an ability to work hard. They 
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also must be well versed in the art of public 

speaking and having excellent public relation 

with the local state government municipality 

officials. LIC should look forward to increase 

its branches in specifically in rural areas. 

It was seen that generally customers like to 

visit an insurer’s office in case of private life 

insurance as rural customers generally prefer 

LIC products because of old mind set of 

government insurance. Regarding promotion 

his area must build up unique imagery appeal 

for their insurance products through creative 

advertisement. Focused should be given on 

improvement of services given by the rural 

agent. Insurer should spread more awareness 

related the products. Complications to make 

up easier to understand changes of insurance 

companies should be kept low. More 

branches should be opened in rural areas. 

There is low level of awareness and 

understanding of life insurance products and 

more generally of the operations of life 

insurance companies in rural customers. 

There is confusion in the minds of customers 

between life insurance, general insurance, 

health insurance and some investment 

products. Indian insurance industry continued 

to face various problems such as low 

penetration and low premium on insurance. 

 In spite of urbanization in India rural 

India still lacks in term of availability of 

financial product especially the risk products 

like life insurance etc. 

Objective of the Study   

The main objective of the study is to analysis 

of the problems and remedies of the rural 

areas consumers of Hisar District regarding 

Insurance products. 

 

Data Source and Methodology  

The research would collect both Primary and 

Secondary data and the method of data 

collection under each of the category are 

ascertained as below:  

Primary Data refers to the firsthand 

information collected from the respondents 

of the study from the rural area (5 villages) of 

Hisar District and all those who are employed, 
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earning remuneration and has surplus 

resources or not, are considered to be the 

prospective respondents for the study. 

Sample Size refers to the number of 

respondents drawn from the total population 

for the study.  Here for the study a sample 

size of 500 respondents were selected on 

simple random sampling technique.   

The entire population who are employed and 

earning remuneration formulated the total 

population for the study of which 500 sample 

respondents were drawn for the study using 

the simple random technique.  

 

Study Area  

The research work undertaken is qualitative in 

nature as to unearth the actual problems of 

rural area consumer of Hisar District only 

towards Insurance products. The respondents 

were selected from the following 5 villages 

nearby Hisar:-  

1. Bugana  2. Dhigtana  3. Bahabalpur  4. 

Dabra  5. Sharwa 

 

Discussion Consumer behavior 

This subject was dealt in the microeconomic 

theory and had gained attention of the 

economists in those times as an economic 

activity of an individual as a result of 

economic compulsions based on the simplistic 

calculations that human needs are fulfilled 

with limited resources and are compelled to 

exercise their choice based on priority and 

derive optimized satisfaction.  

In today’s marketing world, it is found that 

sea changes are found in the attitude and 

thinking of the consumers and in the recent 

past, one need not have immediate money to 

fulfill their needs but need to have the 

capability to repay in the future date and thus 

debt considered a bad habit and detested by 

all in the Indian context, is considered 

legitimate, acceptable and aspired way of 

living to fulfill the various necessities and 

luxuries of life.  

As a result of all these, in the present market 

it is seen that a simple and necessary product 

like soap or a detergent is competing with a 

credit card, cell phone, digital camera and all 

these are purchased with the same money.  
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But rural area consumers think differently. 

They have less money but they don’t know 

about credit card/debit card/internet banking 

and their life is simple. 

   

Definition  

According to Kotler “Consumer behavior is the 

study of how people buy, what they buy, 

when they buy and why they buy.” 

Ostrow and Smith have defined Customer 

behavior as “actions of consumers/customers 

in the market place and the underlying 

motives for those actions.” 

Further, Consumer Behavior is defined as the 

“behavior that consumers display in searching 

for, purchasing, using, evaluating and 

disposing of products and services that they 

expect will satisfy their needs.”   

Earlier we use to find that Consumer Behavior 

was only focusing on buyer and their 

immediate antecedents and consequences of 

their purchase behavior, however the above 

definition has added much more to the 

perspective of analyzing consumer behavior 

and its process in total so that none of the 

factors that are influential in modifying the 

behavior of consumers and that in turn would 

lead to other consequences are set aside in its 

understanding.   

 

Characteristics of consumer behavior regarding insurance 

These are the following characteristics of 

consumer behavior regarding insurance:- 

 Consumer behavior is the part of human 

behavior- Human behavior decides what to 

buy, when to buy, why to buy etc. So 

consumer behavior is the part of human 

behavior. 

 Learning the consumer behavior is complex 

– Each individual behave differently when 

he is placed in different situations. Today 

one may purchase some insurance due to 

its low premium, tomorrow it can be 

changed due to some other reason. So it’s 

very difficult to learn consumer behavior as 

it involves the study of human being. 

 Consumer behavior is dynamic - consumer 

behavior of rural area is changing in nature. 

The taste and preferences of the villagers 

vary. According to that consumer behave 

differently. 
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 Consumer behavior is influenced by 

psychological, social and physical factors – 

A consumer may be loyal with insurance 

due to its maturity value. Another may 

stick with its premium amount. 

Understanding these factors by agent is 

crucial before selling the insurance to the 

consumer. 

 Study of consumer behavior is crucial to 

the marketer – Before launching an 

insurance policy he has to go through a 

crucial analysis of consumer behavior. If 

the consumer rejects the insurance policy 

he has to modify it. 

 Consumer behavior is a continuous process 

– Before buying there is a high confusion 

and satisfaction about insurance policy. 

After buying insurance policy, if buyer is 

satisfied with the insurance policy he will 

be positive, otherwise he will be negative. 

So consumer behavior is a continuous 

process as it involves the process starts 

before buying the insurance policy and 

after buying the insurance policy. 

 

Problems of consumers 

During research, it is seen that customers of 

the study area faces so many problems. These 

problems of rural consumers are described as 

follow: - 

1. Limited source of Income and 

Backwardness: -  

Agriculture is main source of income in rural 

area. Most of the villagers are marginal 

farmer and they can’t afford new machinery 

like rich farmer and they use traditional tools 

to cultivate their land. The income is seasonal 

in nature. Villagers of Dabra told that their 

income is fluctuating as it depends on crop 

production. Survey also found that villagers 

are largely agricultural oriented, with poor 

standard of living, low-per capital income, and 

socio-cultural backwardness. In this situation 

they are not able to bear extra burden of 

insurance premium. Table-1 reveals that 

10.2% people of study area have not taken 

any insurance policy due to their lower and 

uncertain income. 

2. Poor Infrastructure: -  

Many parts in rural areas have only kachcha 

roads. During the monsoons, even these roads 

become unserviceable. Bus services are very 
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poor. Courier services are also not available in 

rural areas. The availability of banking services 

is insufficient. The network of Irrigation 

system is not good. Table-1 shows that 12.4% 

people of study area told that infrastructure 

facilities are extremely poor in that area.    

3. Poor Reach of Mass Media in Rural Areas:-  

Mass media like newspaper, magazine, TV 

channels are hardly available in rural areas. 

Unavailability of Mobile network and internet 

facilities are a big issue in rural area of Hisar 

District. 

Table: 2 

Distribution of Household by their major Source of Information on insurance 

Sl.  

No. 

Source of Information Bugana Dhigtana Bahabalpur Dabra Sharwa Total 

Reason in 

% out of 

Total 

1 Print Media 13 15 18 11 9 66 13.2 

2 Visual Media 19 23 16 20 28 106 21.2 

3 Radio 12 15 11 19 8 65 13 

4 Corporate Publicity 1 3 4 1 2 11 2.2 

5 Panchayat 1 4 5 1 0 11 2.2 

6 Neighbors 2 5 2 3 1 13 2.6 

7 Friends/Relatives 26 13 17 20 22 98 19.6 

8 Insurance Agents 26 22 27 25 30 130 26 

  Total 100 100 100 100 100 500 100 

Source: Compiled by researcher through primary data 

The above table reveals that 8 types of source 

of information spread information about 

insurance in rural area. Survey shows that 

13.2% villagers out of 500 villagers are interested 

in print media like books, newspapers, 

magazines and newsletters so they receive 

information about insurance through print media. 

Table-2 shows that 21.2% villagers out of 500 

knows about insurance through Visual Media 

i.e. television, film, photography and painting etc. 

Table-2 shows that 19% people of Dabra village 

receive information through Radio. Out of 500 

people of survey area 2.2%, 2.2%, 2.6% Villagers 

have been received information about insurance 

through Corporate Publicity, Panchayat and 

Neighbors respectively. Friends, Relatives and 

insurance agents are doing a big role to 

spread information about insurance in rural 



 
 

 

 
 
 

 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 14 www.internationalbusinessjournals.com 

area. Table-2 reveals that 19.6% villagers 

receive information through friends and 

relative. Major source of insurance in rural 

area is insurance agent who gives deeply 

information about insurance to the villagers in 

their language. Table-2 also reveals that 26% 

villagers of survey area to get information 

through insurance agents. 

4. Unreasonable Price of installment & 

Inadequate value on maturity: -  

Table-1 shows that 12% people of Dhigtana 

village can’t afford the high prices of 

installment. A young graduate of Bahabalpur 

village told that insurance gives inadequate 

value on maturity. Fixed deposits, saving 

accounts, NSE etc. are more profitable than 

insurance so Insurance is not a best 

investment. Table-1 reveals that 44 villagers 

Out of 500 villagers of study area told that 

they are not satisfied with price of 

installment/maturity value of insurance 

policies. 

5. Difficult procedure and time consumable 

job: -  

One person of Bugana told that his friend 

faced many problems to provide so many 

documents for the verification of their 

identity and address. One another person in 

Dabra village told that when his relative died 

than their insurance claim was not met easily. 

Main sources of earning of villagers are 

agriculture and they are very busy. So they 

can’t give more time for Verification process 

which is also a time consumable job. 7.8% 

people of study area have not taken any 

insurance policy due to difficult procedure 

and time consumable job (Table-1). 

6. Poor services of insurance company: -  

A Panchayat member of Dabra village told 

that there is no office opened by any 

Insurance companies in any village. Than how 

can they get true information about insurance 

and this is true, any insurance company is not 

interested to open any office in village even 

after the interference of IRDA. Table-1 reveals 

that 11.8% people of study area told that 

Insurance Company rendered very poor 

services in rural area. 

7. Lack of Adequate Understanding of Rural 

Consumer: -  

The survey revealed that most of the 

populations of rural areas are illiterate and 

they are unable to understand the importance 

of insurance in their life. They do not 
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understand the features of policies. Rural area 

consumers don’t give importance to 

insurance.  Table-1 reveals that 10% villagers 

out of 500 didn’t know about insurance. They 

are satisfied with fulfilling their basic need 

and don’t want more. One of the villagers of 

Sharwa told that he just focused on his basic 

needs like “Roti, Kapra aur Makan”. So survey 

shows that villagers live in present and don’t 

think so much about future. 

8. Misrepresentation and mis-selling 

practices: -  

The Sarpanch of the Bugana village told that 

information about insurance presented in 

marketing, advertising or other sales efforts is 

untruthful, misleading or incomplete. He 

complains that agents who sell policies that 

are unsuitable to them, they just sell the 

insurance to achieve target or increase their 

earning as these policies give the agent high 

commission. 6% villagers of study area told 

that insurance agents misguide policyholders 

to terminate their existing policies after a 

short period of time and switched to new for 

no valid reason (Table-1). In this process, the 

insurance agents earn more commission on 

the new policies sold and there is no benefit 

of consumer. So they have no confidence and 

trust on companies and their agents. One 

villager told that his relative bought policy but 

after sometime he had to surrender that 

policy due to high installment amount. 

Villagers told that there are so many 

companies in insurance sector. These 

companies are often interested in profit 

making at the expense of consumers. These 

companies want massive profit from rural 

market. 

9. Complex policies: - 

Most of the policies provided by the insurance 

companies are very complex and even agents 

are not able to understand these policies. It is 

very difficult for an agent to make a consumer 

understand about these policies and customer 

also refuses these policies. Table-1 shows that 

7.2% villagers of study area told that they 

don’t buy any policy because they can’t 

understand the benefit of policies. 

10. No Marketing Strategy of Insurance in 

rural area: -  

Insurance companies have life, accident and 

health insurance but villagers want some 

different policies like crop insurance, 

underground water insurance etc. Table-1 
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reveals that 6.2% villagers of study area told 

that they want some different insurance like 

crop insurance and agriculture tool insurance 

etc.  Every insurance company has limited 

range of products and their products range is 

very similar. There is no special policy 

launched by the insurance companies to 

attract the customer of rural area. 

11. Inadequate Data on Rural Market: -  

Most of the companies are not interested in 

rural area that’s why these companies don’t 

do any survey in rural areas to find the scope 

in rural areas. So companies don’t have 

adequate data on rural market. Table-1 

reveals that 4.6% villagers of study area told 

that insurance companies are not interested 

in rural area. 

12. Others: -  

The rural market is undeveloped, as the 

people who constitute it still lack adequate 

purchasing power. They think insurance is not 

a directly consumable items like toothpaste, 

body soap etc. so why they should expense on 

insurance. Rural consumer says that insurance 

is not a wealth. 

 

Remedies of consumer problems 

No doubt insurance companies are 

increasingly targeting the rural segment to 

increase business. There has a large degree of 

rural prosperity in the past eight to ten years. 

So the market potential is definitely there in 

rural area. Rural market is getting attention 

because there is a huge potential of insurance 

and still penetration is low. Rural market can 

be improved by taking following steps: 

1. Need to increase source of income:- 

Farmer should be motivated to adopt 

improved seed, fertilizers crop cultivation and 

soil conservation methods. Government 

should take steps to develop commercial 

agriculture so that farmers can increase their 

productivity and income. Agro based 

industries and small scale industries should be 

established in rural areas to create more 

employment opportunity. Awareness 

programs and training programs related to 

establishment of small business and 

agriculture development should be conducted 

in rural area to educate rural area consumers. 
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2. Infrastructure facilities needs to be 

improved:- 

Insurance sector depends on Infrastructure 

development. Without Infrastructure 

development there is no option to increase 

insurance business in rural market. Villages 

should be connected directly to the cities by 

improving road conditions. Frequency of 

Buses needs to be increased. The network of 

Irrigation system should be developed. More 

banks should be opened in rural areas. 

Courier facilities should be provided in rural 

area. Other infrastructure facilities like 

drinking water, electricity, educational 

institutes, hospital, employment, storage 

facilities need to be increased. 

3. Communication system:- 

Communication system is very important tool 

to reach rural consumers. Mass media play an 

important role to developing insurance sector 

in the rural area. Most of the information 

about insurance reaches through TV and 

Radio advertisement. So it needs to be 

increased mass media in rural areas. 

Insurance companies should advertise their 

policies through regional channel of TV and 

Radio. Mobile towers network should be 

expended so that mobile network easily 

available in rural area. Internet facility should 

be increased in rural area. 

4. Reasonable prices of installment and 

Guaranteed Return: -  

There should be a single policy premium in 

rural area where the charges should be 

relatively low because it was observed in 

survey that the premium capacity of rural 

area is very low. Insurance company should 

launch cost effective model to target the rural 

customer. Insurance company can reach rural 

area only by developing insurance policy 

suitable for local needs. Maturity amount 

given by insurance company should be 

handsome and guaranteed. Maturity value 

should be comparatively high than the fixed 

deposits, saving accounts, NSE etc.  

5. Simple procedure and Prompt action: -  

Procedure for taking and claiming insurance 

policy should be very simple. Minimum 

documentation should be required for taking 

and claiming insurance policy. Free of cost 

facility should be provided at home to rural 

area customers on maturity or death case. 

Verification should be done by agent on his 

first meet to the rural area customer so that 
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time can be saved. Prompt action need to be 

required to save the time. 

6. Good service back up: -  

To provide true and authentic information 

about insurance policy and insurance 

company, it is necessary for insurance 

company to open their offices in rural areas.   

More agents should be appointed in rural 

areas that should belong to rural area. Agents 

should know the local languages. Insurance 

agent should follow the customer from 

beginning to maturity of policy taken by them. 

7.  Education System should be improved: - 

Importance should be given to customer 

education. Audio visual aids should be 

provided to customer to enhance the 

understanding of rural area customer. 

Insurance company should organize rural area 

consumer’s awareness workshop to explain 

features and benefits of insurance. Company 

should organize small play to describe the 

importance of insurance. Insurance company 

can take the help of local drama companies 

and give them a script. It is sure that they will 

improvise and explain as rural people 

understand. Insurance company should make 

feel customer that insurance is very important 

for future financial protection.  Insurance 

company should also provide important 

articles, newsletters for educated consumers. 

8. Complete Transparency: -  

The information about insurance presented in 

marketing and advertisements should be 

truthful, complete and clear. It should be 

clearly understandable by rural people. 

Insurance companies should put a cap on the 

size of policy sold in, so that agents don’t 

focus on large policies due to high commission 

involved. Commission should be allowed over 

the life of policy. Penalty for wrong doer 

should also be in place. Insurance company 

should publish the list of bottom five policies 

that have had maximum value of surrender. If 

the policy is listed in bottom five for three 

years, the IRDA should ask the insurer to stop 

selling that policy. Right now insurance 

companies are focusing on short term gain 

but it needs to make a choice for long term 

outcomes through satisfying consumer needs. 

The government should put a cap on profit of 

insurance companies which is earned from 

the policies taken by rural area customers. 

Agents should be advised to do need based 

selling. The government should appoint a 
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body to audit the accounts of insurance 

company yearly basis. 

9. Simple Policies: - 

Policies provided by the insurance companies 

should be simple and easy to understand so 

that rural customers can easily understand 

the benefit of policies. This can be done by 

employing qualified and educated agents. So 

the research must be undertaken to train 

them about insurance policies. 

10. Special Marketing Strategy of 

Insurance for rural area:-  

Different policies should be launched by 

Insurance companies like crop insurance, 

underground water insurance, agriculture 

tools insurance etc. in rural area. Special 

insurance policy should be designed by the 

insurance companies to attract the customer 

of rural area. Special insurance policy should 

be cost effective and more profitable so that 

every rural customer can purchase that policy. 

11. Research on Rural Market: - 

Insurance companies should collect the data 

on rural market to understand the behavior of 

rural area consumer and their needs related 

to insurance. Insurance company should 

conduct survey through insurance agents, 

NGO and survey agencies in rural area. 

Insurance company must know the fact that 

there is a huge scope of insurance in rural 

area so Insurance company needs to open 

research centers especially for rural area. 

12. Others: -  

Awareness should be spread on large scale in 

rural area through NGOs, Media, Drama 

companies and Insurance companies. 

Insurance company should make understand 

the consumer that Insurance is also very 

important just like other basic needs of life. It 

gives future financial security to customer. 

Insurance company should aware the rural 

customer that insurance is not an expense but 

it is an investment that will secure their 

future. 

As the study was subjected to obtain 

maximum information from rural area 

consumers about their perception and what 

do they actually know about Insurance 

products, it was mandatory to gather 

information about the instant perception 

value or the end utility value of the insurance 

products from the consumers point.   

Table:-1 
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Distribution of Uninsured Household by reason for no member being insured in Percentage % 

 
TOTAL UNINSURED HOUSEHOLD 500 

    

Sl. 

No. 
REASONS 

B
u

ga
n

a 

D
h

ig
ta

n
a 

B
ah

ab
al

p
u

r 

D
ab

ra
 

Sh
ar

w
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Total 

Reason in 

% out of 

Total 

1 
Limited source of Income and 

Backwardness 
15 12 6 7 11 51 10.2 

2 Poor Infrastructure 12 17 10 7 16 62 12.4 

3 Poor Reach of Mass Media in Rural Areas 10 9 14 18 8 59 11.8 

4 
Unreasonable Price of installment & 

Inadequate value on maturity 
8 12 10 9 5 44 8.8 

5 
Difficult procedure and time consumable 

job 
7 7 5 9 11 39 7.8 

6 Poor services of insurance company 12 15 10 8 14 59 11.8 

7 
Lack of Adequate Understanding of Rural 

Consumer 
15 12 9 7 7 50 10 

8 
Misrepresentation and mis-selling 

practices 
5 6 5 8 6 30 6 

9 Complex policies 4 2 12 10 8 36 7.2 

10 
No Marketing Strategy of Insurance in 

rural area 
5 3 10 7 6 31 6.2 

11 Inadequate Data on Rural Market 3 4 6 8 2 23 4.6 

12 Other Reasons 4 1 3 2 6 16 3.2 

 
TOTAL 100 100 100 100 100 500 100 

Source: Compiled by researcher through primary data 

Conclusion    

“The villages which are directly 

connected to the main road 

have shown more improvement 

in consumer behavior than 

others.” 

 

The preceding analysis clearly reveals that understanding the 

problems of consumer behavior in rural areas and responding to 

their requirements can be addressed and adhered to keeping in 

mind the interest of the market, individual consumers and the 

insurance players of the market.   
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Thus it is concluded that the awareness about insurance 

especially in rural areas has shown a moderate improvement 

during the study period, but the insurance companies are less 

interested in rural areas due to poor infrastructure and 

backwardness. The villages which are directly connected to the 

main road have shown more improvement in consumer behavior 

than others. It is observed that rural areas consumer is interested 

only need based insurance like crop insurance, life insurance, 

agriculture tools insurance and live-stock insurance.   
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Abstract 

Financial inclusion has become an important policy objective of 

many countries in recent years. In India this was adopted in 

eleventh five year plan. Financial inclusion implies access of 

financial services to all segments of the society. This paper 

highlights the importance of Information & Communication 

Technology (ICT) in banking institution and how it can play very 

important role in enhancing the level of financial inclusion. 

Further this paper discusses the issues and challenges in Indian 

context towards ICT enabled financial inclusion. 

The finding of the paper shows that in recent past information 

and technology has changed the very picture of banking in 

India. ICT had also helped a lot in promoting financial inclusion 

in India. 

 

Keywords: Financial Inclusion (FI), Information & Communication Technology (ICT), Business 

Correspondent (BC), Know your customer (KYC) 

The Indian banking system can be traced 

back to ancient time when barter system 

and money lending system was in place. 

Modern banking business was initiated by 

British Agency Houses set up in Kolkata and 

Mumbai. The first bank called Bank of 

Hindustan was established in 1770. After 

independence banking in India can be 

categorised in different phases: 

Foundation Phase from 1950-60 when banks 

where reorganized and consolidated for the 

requirement of Indian economy; 

Expansion Phase from mid 1960s’ to late 

1960s’ when nationalization gained 

momentum in banking industry;  

Consolidation Phase in 1985 when attention 

was paid towards improving house-keeping, 

customer service, credit management, staff 

productivity and profitability of the banks; 
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Reform Phase beginning 1990s when 

privatization in Indian economy made entry 

for new private banks and also IT enabled 

internet technology brought tech-savvy 

banks in Indian banking system. 

But for the first time in 11th Five Year plan 

the concept of Financial Inclusion came in 

force with the concept of “Delivery of 

financial service at affordable cost to 

sections of disadvantage and low income 

segment of society. This includes the entire 

financial services from providing savings, 

loans, insurance, credit, payment etc.” The 

importance of financial inclusion arises from 

the problem of financial exclusion of nearly 

3 million people across the world. This 

exclusion can be of two types: first, 

exclusion from the payments system – i.e. 

not having access to a bank account and 

second exclusion from formal credit market-

i.e. requiring the excluded to approach 

informal and exploitative markets.  This 

limited access to affordable financial 

services is acting as a constraint to the 

growth impetus in these sectors. This 

growth impetus can be boosted with the 

help of ICT based Financial Inclusion drive. 

These days there are various technologies 

which can play vital role in improving 

Financial Inclusion. These are Credit Cards, 

Smart Cards, ATMs (Automatic Teller 

Machine or Any Time Money or All Time 

Money and so on), Internet transactions, 

Mobile banking etc., Community Radio, e-

Health. These are becoming the demand of 

the day pushing the old conventional 

banking methods to the back seat. This 

paper highlights the role of ICT in banking 

sector particularly its importance in 

attaining the objective of financial inclusion. 

Objectives 

 To study the role of Information & 

Communication Technology (ICT) in 

banking system; 

 To study the link between Financial 

Inclusion(FI) and Information & 

Communication Technology (ICT); and  

 To study the issues and challenges in ICT 

based Financial Inclusion. 

Literature Review 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 24 www.internationalbusinessjournals.com 

There have been numerous studies which 

had analyzed the importance of ICT in 

banking system of the country. Some of the 

studies are as follows: 

Mohan (2006) in his study concluded that 

Indian banking is facing a paradigm shift and 

a significant development has been 

achieved by banks in offering a variety of 

new and innovative IT enabling banking 

services to customers today, which was not 

thought of before. However, the paper also 

found out that public sector banks have not 

been able to harness the benefits of IT. 

Raghavan (2006) in his paper opined that 

over 85% of the finished payment 

transactions are electronic overtaking 

traditional ways. The paper also found that 

till 2020 many banks, including PSU banks, 

will move towards online ATMs, phone 

banking, virtual banking, e-banking, Internet 

banking, etc. 

Kamakodi et.al. (2008) found that there 

exists a wide gap between traditional 

banking services and technology based 

service.  

Kumar and Sinha (2009) studied the 

instances of hacking and phishing attacks 

reported throughout India. They founded 

that cyber-crimes prove that e-banking has 

several loopholes and people should be 

cautious while making online transactions 

Reeti Agarwal et al (2009) studied about the 

customers’ perception and found that 

people in the age group of 31-45 years were 

using e-banking most frequently. They did 

qualitative surveys and found that e-banking 

is mostly used for balance inquiry and inter-

account transfer of funds transaction.  They 

also found e-banking least useful for lodging 

complaints and slow transaction speed was 

one of the most frequent problem faced by 

the users. 

Sharma (2009) found that the trend towards 

electronic delivery of banking products and 

services is increasing due to the result of 

consumer demand, and competitive 

environment in the global context.  

Srinivas (2009) discussed various e-banking 

challenges and suggested security tips for 

customers for avoiding e-banking challenges 

etc. 

Uppal and Chawla (2009) studied the trend 

of the customers of Ludhiana district of 

Punjab in public sector, private sector and 

foreign banks. They found that they were 

interested in e-banking services, but at the 

same time are facing problems like 

inadequate knowledge, poor network, lack 

of infrastructure, unsuitable location, 
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misuse of ATM cards and difficulty to open 

an account. 

Mohammed and Shariq (2011) conducted 

study in the city of Lucknow, U.P to examine 

the e-banking channels mainly ATM and 

found that ATM was the most adopted 

technology by customer in e-banking 

product. 

Shukla and Shukla (2011) studied the level 

of convenience provided by e-banking 

channels for managing one's finances even 

from one's bedroom. However, they 

presented challenges faced by customer in 

the financial security and personal privacy.  

Mishra (2011) provided useful tips to ensure 

safety of Internet Banking (IB) transactions. 

IB users were advised not to reply to any 

mail, phone call or letter, asking for the IB 

information like login id or password, and 

not to click on any link provided in any mail, 

claiming to be the link for the bank's website 

are the important tips, among others. 

Thus the review of existing literature reveals 

that though there are various studies that 

examined customer's perception about e-

banking including its popularity and 

problems, studies that examined 

 

Role of ICT in Banking System  

As per the 2011 census, 72.2% of the 

population lives in rural areas of about 

638,000 villages and the remaining 27.8% 

lives in more than 5,100 towns and over 380 

urban agglomerations. 

Information and Communication Technology 

(ICT) is one of the rapid development 

technological fields in the global society. 

Latest world development indicators show 

that in information society indicators, i.e., 

computer, Internet, radio, television, 

newspapers etc. India is far behind USA and 

Japan and even some other Asian countries. 

Under these circumstances, there is a good 

scope and role that ICT can play in India in 

the financial inclusion or for that matter in 

social inclusion of the needy. 

  

As per the data compiled by RBI as shown in 

fig.1 there has been constant increase in the 

number of transactions routed through 

electronic channels. 
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(Fig:1- Statistics on Retail Electronic Payments) (Source:RBI) 

 

Not only this if we see Fig: 2 then we can 

realize that there is constant decrease in the 

paper based transactions from 2008 -09 to 

20010-11. On the contrary electronic based 

transactions are increasing from 2008-2011.  

  

Fig :2 Volume wise Share of Paper Based and Electronic Transaction 

Year Paper Based Electronic Based 

2008-09 67.2 32.8 

2009-10 64.7 35.3 

2010-11 59.1 40.9 

(Source: RBI) 

These both the Figure represents that 

people are more inclined towards the 

electronic mode of transactions. 

There are three broad and fundamental 

roles for ICT in the development of people. 

1) Accessing Information and Knowledge 

2) Reducing Transaction Costs and 

3) Connectivity raising the empowerment of 

people. 

 

Technologies available to address these 

services are Internet, e-mail, browsing, 

multimedia, wireless loops, cable TV, Direct-

to-Home (DTH) TV & Community Radio for 
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infotainment and internet access, Language 

computing technologies, access devices, 

network security, open source and 

shareware software, digital libraries, speech 

recognition, text-to-speech, smart cards, 

optical fibres’, satellite connectivity, 

powerful and affordable computing devices 

and platforms, server farms and kiosks etc. 

The e-discussion on the use of ICT based 

Kiosks are latest in this area. These kiosks 

are established with the support of NGOs or 

MFIs or exclusive ICT development 

organisations. 

 

Financial Inclusion and ICT 

Given the importance, as discussed above, 

the Information and Communication 

Technology (ICT) is increasingly being seen 

as a facilitator for making FI initiatives even 

into remote locations. This can be well 

explained with following figure:  

 

 

(FIG : 3- ICT enabled FI Ecosystem) 

 

ICT enabled FI ecosystem has many 

stakeholders such as Government, banks, 

intermediaries, users etc. These ecosystem 

stakeholders are looking for new 

technologies and up gradation in existing 

technologies to ease off the existing 

concerns. Further, there is a requirement of 

an evaluation framework that can be used 

by banks or investors to judge the capability 

and capacity of a player to launch an ICT 

enabled FI initiative. 

The current technology alternatives in FI in 

India were identified as follows: 

1) ATM (Automated Teller Machine) – A 

device which makes financial transactions 

possible and accessible on just a card swap 

away. These machines can be set any way to 

facilitate cash demand as and when 

required by the customer. Not only this now 

ATMs are designed and assigned with more 

new features like cheque deposits, fast cash, 

transfer of funds etc.  

TECHNOLOGY 
GOVERNMENTS 

POLICIES 
FUNDING FACILITIES PARTNERSHIPS ICT KIOSKS PEOPLE'S INCLUSION 
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2) Kiosks – These are self operated machine 

technology that provides the customers 

with banking features like cheque/cash 

deposit, internet banking, non-cash ATM 

transaction, teller enquiries. 

3) Micro-ATM – A device design and system 

architecture influenced by the design of 

debit/credit card processing on point-of-

service (POS) terminals, combined with 

authentication services that UIDAI would 

provide, to support transactions like deposit, 

withdrawal, funds transfer and balance 

enquiry etc. 

4) Mobile Financial Services (MFS) - Using 

mobiles to provide financial services on the 

mobile handsets using SMS, Unstructured 

Supplementary Services Delivery, 

WAP/GPRS, phone based applications, SIM 

based applications, Near Field 

Communications, mobile wallet, amongst 

etc. 

In order to ensure these technology helps to 

enhance financial inclusion drive and the 

end-user of the eco-system get easy 

accessibility of it, it becomes very critical to 

evaluate the existing technologies on 

different dimensions. Some of the 

dimensions are as follows: 

• Portability – This represents that the 

technology can be easily carried by 

supported applications across 

heterogeneous platforms, programming 

languages & variety of compilers. The end 

user need not switch to different platforms 

or compilers and get into complicated 

programming language. 

• Flexibility – With growing range of 

multimedia data-types, traffic patterns, and 

end-to-end quality of service requirements 

the ICT based financial inclusion and banking 

drive should be such that the end-user can 

have flexibility to choose from any 

communication network. 

• Extensibility – This means that the 

technology should be such which can 

update according to the changing pattern. 

This can bring additions to take advantage 

of new requirements and emerging markets 

• Predictability & Efficiency – This means the 

technology should be such which can 

provide low latency to delay-sensitive real-

time applications & high performance to 

bandwidth intensive ones 

• Reliability – This must ensure that 

applications are robust, fault tolerant and 

highly available and at the same time is fully 

secured. 

• Quality – To ensure quality performance. 

• Speed – to enable quick development and 

delivery of business critical applications 
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• Scalability – to ensure that the system is 

scalable at state and national level of 

initiatives 

• Security – to ensure safe financial 

transactions 

• Financial Viability – to see whether the 

technology make the business financially 

viable 

• Organizational Capability – to check 

whether the organization have adequate 

skills to handle the technology spread 

• Simplicity and Usability: The applications 

must be user friendly with little or no 

learning curve to the customer. The 

customer must also be able to personalize 

the application to suit his or her 

convenience. 

• Universality: Payment service must 

provide for transactions between one 

customer to another customer (C2C), or 

from a business to a customer (B2C) or 

between businesses (B2B). The coverage 

should include domestic, regional and global 

environments. Payments must be possible in 

terms of both low value micro-payments 

and high value macro-payments. 

• Interoperability: Development should be 

based on standards and open technologies 

that allow one implemented system to 

interact with other systems. 

• Privacy and Trust: The transactions and 

use of this platform should be secure, 

should not violate the customer privacy and 

trust. 

• Cost: The technology enabled channels for 

accessing financial services including 

payments and remittances should not be 

costlier than the existing payment 

mechanisms to the extent possible. 

• Speed: The speed at which financial 

transactions are executed must be 

acceptable to customers and merchants. 

• Remittances: To become widely accepted 

the financial service (especially payments 

and remittances) must be available globally, 

word-wide. 

With such interesting prospects like SWAN 

on the anvil, and with a national tele-density 

of 908.35 (Mn) it becomes natural to make 

use of the technology towards financial 

inclusion for the benefit of the poor. 

The entities involved in the FI ecosystem can 

play an important role in creating awareness 

of these FI initiatives, educating the 

customers about their usage and how they 

can benefit from these. Such an ecosystem 

includes financial organizations, technology 

provider, telecom service providers, 

network providers, regulators and 

associations. 
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Issues and Challenges in ICT Enabled Financial Inclusion 

There are various issues and challenges of 

ICT enabled financial inclusion drive. These 

may be divided in terms of business issues 

or technology related issue or some policy 

related issue. These are as follows: 

 

I- Business related Issues and Challenges 

There are certain issues in business of 

financial institutions as well as technological 

service providers which pose great  

challenges. Some of them are as follows: 

1)  Lack of connection between the 

business model, business process and 

technology model: Various 

stakeholders including the banks, 

telecom operators and technology 

service providers feel that there are 

gaps in the business models and 

technology domain which is heavily 

contributing differences in the intended 

/ expected outcomes and realized 

outcomes of the ICT enabled FI 

initiatives. 

2) Deficiency of effective, viable and 

sustainable business models: The 

ecosystem players have realized that 

lack of operational efficiency at various 

levels including the grass root levels 

where the services are actually 

delivered, acts as a barrier towards 

effective implementation of ICT enabled 

FI initiative. 

3)  Financial literacy and demand 

creation: Financial literacy among the 

population is a big challenge as many 

people are still illiterate and those 

literates also don’t have much financial 

literacy. To ensure that people are 

aware about various pro and cons of 

the services there is a need to conduct 

exercises to spread financial literacy and 

generate demand among the players of 

the FI ecosystem. Though the players of 

the ecosystem agree to the fact that 

such exercises are very important, they 

argue that as the ICT enabled FI 

initiatives and their related business 

models are not profitable / viable for 

them at the first place, conducting 

financial literacy exercise would add an 

extra burden. 

4) Inclusion of top of the pyramid to the 

bottom of the pyramid transaction: A 

critical area of exploration in terms of FI 

is the nature and volume of transitions 

from the top of the pyramid populace 
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to the bottom of pyramid population. 

Such transactions are not considered 

under the purview of FI today. But these 

transactions like paying of wages, 

incentives and other benefits can be 

included in the FI initiative as profitable 

business prospect. In this effort 

Government of India launched several 

schemes which have payment system 

with BC models of banks. 

5) Customer centric approach: The 

ultimate utility of the entire scheme is 

to facilitate the customer, so instead of 

developing the technology and then 

trying on customers, it is better to know 

the customers and their needs and their 

level of comfort with the technology 

and then develop models accordingly to 

achieve satisfactory results. 

6) Role of regulatory bodies:  Bank can 

not address the issue of financial 

inclusion alone so the regulatory bodies 

need to look beyond the banks and 

explore better avenues for the same. 

The Regional Rural Banks (RRBs), Self 

Help Groups (SHGs), the cooperative 

societies, Micro finance institutions 

(MFIs), etc can prove to be a helping 

hand in this case. In fact the banks can 

also utilize the service of the NGOs, 

SHGs, MFIs and other correspondents 

to reach out to the unbanked sections 

to promote and distribute their 

services. 

7) Promotion to Mobile technology: 

Mobile can be used as a viable platform 

to go beyond the realms of a bank and 

transact in virtual money eliminating 

the need for real monetary 

transactions, hence extending the 

spread and each of FI.  

8) Need of a viable value chain to provide 

service: As of today the FI structure is 

not a well-defined one.  Before the FI 

initiatives are done  there is a need to 

create an effective FI value chain a 

models that can be followed throughout 

the country and which can create a 

viable and effective structure that is 

sustainable and effective. 

9) Targeted approach to convert “Only 

Accounts” into “Active Accounts”: To 

make through the objective of financial 

Inclusion, the policymakers started with 

the account opening process of the 

people falling in the lower strata of the 

society. However the biggest concern is 

that these accounts need to be made 

active, for which these people need to 

realize the benefits of financial 
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inclusion. Therefore the policymakers 

should adopt a targeted approach to 

encourage these people to move 

beyond just having a savings or a 

current account and use the FI 

initiatives as much as possible. There 

should be a regular term of the 

customers/clients with the banks and 

the resources should be channelized on 

a routine basis. 

10) Getting reliable Business 

Correspondents (BC): BCs nowadays 

play a very crucial role in between 

banks and customers. The major 

challenge for banks is to find business 

correspondents (BCs) that they can rely 

as they play a crucial role in marketing 

the services effectively, which is a 

critical matter in ensuring that the 

services are adopted and used by 

people. However, there is also a 

reputational risk of banks involved in 

trusting the wrong BCs. 

11) Security concerns for handling cash: 

One of the big problems faced by banks 

in traditional as well as ATM services is 

concerned about the security of cash in 

the field. Cash is being exchanged 

between various parties at the actual 

point of transaction. Therefore, having 

the right measures of security and 

safety is the prime concern. One of the 

solutions for this can be digitalization of 

money which saves time and effort of 

the parties involved. 

12) Cost effectiveness for a villager: The 

ecosystem players of also realize that 

the offered services through the 

technology channel would be cost 

effective for the villagers in the first 

case. There are two types of cost 

involved in ICT enabled FI initiatives: 

first, as an absolute cost which is 

actually paid for the transaction, and 

second as a relative cost which is total 

of all expended for the offered services 

to the customer. So cost effectiveness 

plays an important role if people feel 

the absolute cost lower than relative 

cost they will naturally focus on ICT 

enabled FI initiatives. 

13) Sufficient motivations level for parties 

involved: The remuneration at each 

level of service providers to the 

customers that include banks and 

financial institutions, technology 

providers, regulators, and agents and 

many more, should be sufficient enough 

so that their motivation towards these 
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initiatives remains high over the entire 

programme. 

 

II- Policy Level Issues and Challenges 

There are various policy level issues which 

are a great hindrance towards ICT based 

financial inclusion in India. Some of the 

following are listed below: 

1) Area of regulation to include 

Microfinance institutions: Non-profit 

organizations and Non-governmental 

organization are working in India at the 

most grass root levels. Hence it become 

important to involve such organizations 

like the NGOs, SHGs and other such 

micro-financing institutions in initiating 

the drive for ICT based FI initiatives. 

2)  Regulatory bottlenecks in the form of 

KYC: There are still very much hassle in 

the regulatory framework of the 

financial institutions.  For example every 

financial institution that provides 

financial services to the customers 

follows a different KYC norm which is 

different for different institution. Also it 

varies with economic, social and 

geographical state of the customer. 

These differences need to be re-

evaluated and standardized for clarity 

and transparency to the customer. 

3)  Lack of coordination between multiple 

agencies: There are a number of 

agencies involved in taking up these 

financial initiatives to the rural areas. 

Therefore, coordination is required 

between them to run this process 

smoothly and avoid any hindrances 

because of the incompatibilities 

between them. Also, there is a 

requirement of a standard norm for 

dispute resolution to be in place, in case 

a dispute arises between them. 

4)  Increased costs and risks in cash 

handling in all BC transactions: Most of 

the BC transactions are on cash basis 

and the flow of cash with BCs is the 

biggest issue. In handling large volumes 

of cash, costs and operational risks get 

increases. Particularly in context of 

India where there is wide geographical 

and social disparity his becomes a more 

complicated issue. 

5)  Receivers of BC services are mostly 

illiterate people and susceptible to 

misguidance: Most of the BCs are 

deployed in the village area where 

people are illiterate or they lack basic 

financial literacy. This leads to 

susceptible circumstances that they 

might start functioning for themselves. 
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This financial illiteracy here acts as a 

barrier to the effective utilization of the 

banking facility provided to the clients 

through the BC model. 

6)  Know Your Customer (KYC) norms 

must be observed by the promoting 

banks for all BC clients: Collecting the 

required documents for KYC process 

was a little difficult, as they did not have 

proper ID cards and address proofs. 

Though government has made the KYC 

process simpler by allowing the BCs to 

open accounts on the basis of 

comments of village heads or 

Sarpanchs, the BCs don’t find it so 

simple to open accounts in villages and 

hence they rushed to urban markets. 

7)  Recording the transactions undertaken 

through BCs in the books of the bank: 

The rule earlier included all transactions 

undertaken through BCs to be recorded 

in the books of the bank by the end of 

working day. For card-based accounts, 

the requirement of daily reporting norm 

was an impediment. Given that the area 

of operation of BCs predominantly 

extends to rural areas with erratic 

connectivity, it becomes difficult to 

complete the settlements within the 

prescribed timeframe. Another big issue 

was cash management of netting 

deposits and withdrawals and lack of 

insurance cover of cash in the transit. 

8)  Defining the radius within which BCs 

can service clients: Earlier, the 

restriction was that BCs can service 

clients only within a 30 km radius from 

the bank branch and in case of urban 

areas the radius should not be more 

than 10 km. Restricting the operation 

area further to 15/30 km in rural as well 

5 km in urban areas were a further 

damper as it put the tech savvy private 

sector banks at a disadvantage. They did 

not have many rural branches, which 

put them in a disadvantage as their 

effort to use technology in servicing the 

remote areas through the state wide 

organizations were put to rest. They 

slowly get concentrated more on the 

urban sectors in select cities. 

9)  Banks pay a (undefined) commission 

to BC’s though BC’s/banks are not 

allowed to charge the end-user a 

service charge for any BC transactions: 

BCs are barred from collecting any fees 

from the clients except commissions or 

service charges by the bank. Also, banks 

cannot hike interest beyond the prime 

lending rates. In the absence of the 
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value added services that could have 

been bunched together, the incentive 

was clearly lacking. 

10)  Training challenges to use mobile 

phones: Despite several efforts on the 

part of the Government to promote 

mobile technology there are still several 

villages in India where mobile 

technology till date is not well 

established. Also another major portion 

of population who has access to this 

doesn’t know how to use it in financial 

services. So here comes a big challenge 

to train these people to use mobile 

technology for using financial services.  

11)  Meeting the KYC norms by the 

beneficiaries of these initiatives is a 

major challenge: Most of these people 

either do not have proper identity 

documents or address proof that is 

mandatory for accessing the financial 

services extended. Despite the initiation 

of a Unique Identity (UID) programme 

by the government of India in order to 

resolve this issue, concerns have been 

raised that the UID programme can 

ensure identity of the individuals, but 

does not provide any address proof of 

the resident, resulting in the KYC norms 

still being considered a major challenge 

towards FI. 

 

III- ICT Related Issues 

Technology, in all, should be accessible, 

convenient and low cost, which is what the 

demand side would be looking for. But there 

are some issues which are listed below: 

1)  Lack of connectivity, leading to 

authentication problems: In financial 

transaction authenticity of the account 

holder is very important issue for 

ensuring a safe transaction. One very 

effective way of conducting such 

authentication is to conduct checks of 

user credentials through an online 

system. But again there comes a 

problem that in India still there are 

many areas that are still not connected 

through mobile or Internet connectivity 

nor have a good network. This makes 

such online authentication systems in 

challenge for ICT enabled financial 

inclusion. 

2)  Data availability and data integrity: 

While doing the financial transactions 

through these technologies, data should 

be readily available so that minimum 

time is taken to process it. Also the 

technological system should be such 
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that data is accurate, complete and 

authorized, thereby leading to 

completion of the transaction. 

3)  Interoperability and accessibility: 

Interoperability among technology 

alternatives poses a great challenge in 

ensuring that the ICT enabled financial 

services are available to the customers 

across different geographies, multiple 

delivery channels, multiple vendors. 

This creates more problems if there are 

different standards for different entities 

involved. Therefore efforts are required 

to form a single set of policies and 

standards that will be followed by all. 

Thus the technology should be such 

that it is interoperable with the 

technology platforms available and 

other systems. Accessibility is another 

major problem in ICT because of the 

reach to remote and very remote areas. 

The technology framework should be 

easy to understand, to access and to 

use. 

4)  Data collection, storage and retrieval: 

Data collection, storage and retrieval is 

another big issue in ICT. The system 

framework should be such that data can 

be collected and stored at one place 

avoiding any sort of hassle and can be 

retrieved any time by the authorized 

participant easily. 

5) Security issue: Lack of unified security 

standards for the available technologies 

and gap in knowledge and skills 

contribute to the challenge in handling 

security issues. So one of the biggest 

challenges for ICT is security issue. The 

system should be such that ensure 

highest level of security on the offered 

services against fraud, theft and other 

related threats.  

6) Inaccuracies in opening an account: 

Often it is seen that in opening an 

account, errors may arise as the 

information to be provided by the 

customers in remote villages due to 

illiteracy or language problem the 

information are not authentic. Also, 

once account is opened, there should 

be continued verification process to 

check the account details and 

customers should be encouraged to 

keep the account active. 

7)  Requirement of a single proven model: 

A single business model needs to be 

developed to provide all the financial 

services so that it brings in consistency 

over these initiatives. This requires 
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efforts in the direction of research and 

experimentation in terms of technology. 

8)  Need of big companies in this arena: 

To make the ICT enabled FI initiatives 

popular among the lower strata of the 

society; big companies need to make a 

presence in this field. These big players 

will bring in the trust factor of the 

villagers and hence there is a higher 

probability of people turning up to 

these initiatives. 

9)  Behavioural issues of consumers: In 

spite of the government and service 

providers making such keen efforts, 

there is a possibility that the financially 

excluded people are not ready to accept 

the technology enabled solutions. This 

is where technology is lagging behind. It 

needs to build the trust, reach out to 

them and be of utility value to them. 

 

 

Technology, though, is a major facilitator of 

FI initiatives, but if the above issues are not 

corrected, it may turn out to be a blockage. 

Despite all the issues technology has, it also 

offers immense opportunities for growth 

not only just in information and 

communication but in all-round inclusion.

 

Conclusion 

“The important thing is to harness 

and harvest the good effects despite 

challenges and impediments and 

attire the goal of a Total inclusion of 

this young country.” 

 

 

 

 

 

 

 

Thus ICT in banking sector is becoming immensely popular in 

India. The declining internet and mobile charges, falling prices of 

PCs and mobile phones, broadband with access through cable 

and digital subscriber lines etc. would definitely encourage the 

boom in ICT based banking in India. The payment system in India 

for large value transactions is RTGS, ECS for bulk payments and 

NEFT for one to one fund transfer should be encouraged. Among 

the card based payment systems debit card is more popular than 

credit cards, so more facilities to be attached with debit card. 

The number of ATMs in India, particularly in rural areas, is on the 

rise and customers irrespective of their profile started accepting  
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ATM as a channel for banking transactions, both internet and 

mobile banking is gaining popularity. However, there are many 

flaws like identity theft and phishing attacks which make people 

hesitate in using them.  

So the entire focus of the Government, RBI and banks is to open 

more accounts. However, mere opening the account will not 

help harness the result of financial inclusion. The people working 

in unorganized sector who often deal through middleman and 

fall into traps/ clutches of private money lenders need to be 

targeted to include them under financial inclusion and to train 

them for being tech savvy. There is a need that the payment for 

social schemes should be done through account payment so that 

issue of money pilferage will be plugged. Government should 

come up with many incentives for banks to focus on this issue, 

make some budgetary provision for the cost and reimburse 

banks accordingly etc. Banks should also provide doorstep 

banking services to them as an incentive so that other people 

also join the inclusion programme of banks. In the existing 

system, the cash is drawn from the BCs drawer and 

simultaneously the account of the BC in the bank is credited.  

Once BC model gathers popularity, there may be an issue in 

management of cash with BC at hand and needs to be addressed 

for the success of the BC model. The cash availability, consumer 

protection and quality of service delivery could be assured with 

the promotion and encouragement of Institutional BCs. For the 

real success of the BC model, the salary/ charges to the BC 

should be rationalized. Thus we can conclude by saying that, 

“The important thing is to harness and harvest the good effects 

despite challenges and impediments and attire the goal of a 

Total inclusion of this young country” 
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Abstract 

A term that is gaining a lot of significance from experts in 

organizational studies today is Spiritual Intelligence. The subprime 

crisis in America and closer to home the infamous Satyam case 

has brought to forefront the importance of “ethics above profits”. 

Concepts like corporate social responsibility, stakeholder 

perspective, better accounting standards, business ethics and 

going green are doing the rounds as every organization is trying to 

remain afloat now by standards defined globally as being fair and 

sustainable. From Rational Intelligence to Emotional Intelligence 

we are now heading towards Spiritual Intelligence (SI).  

The prime objective of the study was the development of a 

comprehensive instrument to measure Spiritual Intelligence and 

establish its reliability. Based on a survey of 32 IT professionals in 

India, the study gathered the relationship between spiritual 

intelligence and indicators of employee performance like job 

satisfaction and organizational commitment. The web-based 

Spiritual Intelligence scale has shown evidence of internal 

consistency and also conformed to the characteristics indicated 

by literature. 

Introduction 

In an age where speed is the modern god, 

where many organizations are, by necessity, 

almost continuously renewing themselves, 

and where choice and flexibility rule in a 

healthy job market, it seems that a new and 

deeper intelligence is needed to help a 

manager to manage better and a leader to 

lead more effectively. Creativity, meaning and 

purpose are the three deepest motivators for 

every human being. They are not 
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psychological or emotional processes. They 

abide in the territory of the human spirit, and 

are the foundation of working with spiritual 

intelligence. The challenge to any manager or 

leader is to provide people with the 

opportunity to participate in a creative 

process – to show them how they can make 

their work more meaningful and ensure the 

purpose is clear and worthwhile (George, 

2006). 

Spiritual Intelligence (SI) is expected to make 

businesses more responsible, caring and also 

successful. Leaders and managers with a high 

SI have clarity of purpose and an inclusive 

universal vision. They are energized, 

motivated and creative while adapting to 

rapidly changing environment seamlessly. 

Spiritual intelligence is about the growth of a 

human being. It is about moving on in life. 

About having a direction in life and being able 

to heal ourselves of all the resentment we 

carry. It is thinking of ourselves as an 

expression of a higher reality. It is also about 

how we look at the resources available to us. 

Spiritual intelligence motivates people to 

balance their work schedules to spend time 

with the family. Or an executive with a high 

Spiritual Quotient (SQ) might look beyond 

profit margins and devote time for voluntary 

work with orphans. Spiritual intelligence also 

addresses the need to place one's life in a 

shared context of value. 

Objective of Study 

Although some studies indicate that spiritual 

intelligence is one of the factors that can be 

leveraged to enhance the power of employee 

performance, innovation, creativity and 

commitment in an organization, no concrete 

effort to measure such a construct at an 

organizational level has occurred. Coherent 

and systematic researches to identify and 

explain the characteristics and components of 

spiritual intelligence have not been 

accomplished especially in developing parts of 

the world including India, in comparison to 

other types of intelligence. So we can say that 

definitions and ideas about this construct put 

it in its early stages. The purpose of this study 

is to basically develop a scale to measure 

spiritual intelligence and its impact on various 

indicators of employee performance with the 

hope that it would pave the way for more 

accurate conceptualization of spiritual 
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intelligence, transcending the boundaries of 

any particular religion or faith. Identifying the 

variables that constitute Spiritual Intelligence 

might also help to derive meaning and 

purpose in workplace which is long lost in the 

pursuit of profitability. 

Literature Review 

Measuring Spiritual Intelligence 

An important matter in any intelligence or 

human ability is its measurement (King, 2008). 

Emmons (2000a) made the following 

statements regarding the measurement of 

this intelligence. “There exists no measure of 

spiritual intelligence, per se. I am skeptical 

that an adequate self-report measure could 

be easily constructed; on the contrary, it 

would be quite ill-advised to attempt to gauge 

someone’s ‘spiritual IQ’” (p. 15). Zohar and 

Marshall (2000) concurred, stating that 

“unlike IQ, which is linear, logical and rational, 

spiritual intelligence cannot be quantified”. 

Wolman (2001) tended to agree:  “The 

evaluation of spiritual intelligence is, in my 

opinion, a fruitful endeavor if we seek to 

measure one person against another and 

judge him or her in the same fashion that we 

measure analytical intelligence, verbal 

intelligence, or even emotional intelligence. 

At this point it seems to me that the best we 

can do is to describe the various ways in 

which people experience their spirituality and 

exercise their spiritual intelligence. If we can 

find a useful way to agree on the concept of 

spirituality and spiritual intelligence, then we 

can begin to devise ways in which the 

construct can be carefully and thoughtfully 

tested in the arena of empirical evidence”. 

Following his argument against the 

construct’s measurement, Wolman (2001) 

suggested the use of his own Psycho-Matrix 

Spirituality Inventory (PSI) to measure 

spiritual intelligence. The PSI contains seven 

factors that span a variety of spiritual 

experiences and behaviour: Divinity, 

Mindfulness, Intellectuality, Community, 

Extrasensory Perception, Childhood 

Spirituality, and Trauma. Divinity represents a 

feeling of connection to God, a higher power, 

or source of divine energy. Mindfulness is 

awareness of the interrelationship between 

the mind and body, and the practice of 

behaviours that enhance this relationship. 

Intellectuality refers to a cognitive approach 
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to spiritual interests, in particular studying 

and discussing sacred literature. Community 

refers to the adoption of spiritually-minded 

pursuits that benefit the community, such as 

charity or volunteer work. Extrasensory 

perception represents non-rational 

perceptions and experiences such as 

prophetic dreams and astral travel. Childhood 

spirituality refers to spiritual interests and 

activities in childhood, including family 

traditions. Trauma represents spiritual 

awareness gained through the occurrence of 

traumatic experiences to oneself or to loved 

ones. All of these factors interact with each 

other in a dynamic fashion (Wolman, 2001).  

Unfortunately, neither the PSI, nor any other 

known measure of spiritual intelligence has 

been designed with religious or spiritual 

differences in mind, and so may omit many 

important issues (Nasel, 2004). Despite such 

arguments, neither Emmons (2000a) nor 

Wolman (2001) were able to formulate 

theories of spiritual intelligence which 

satisfied popular intelligence theory (King, 

2008). 

 

Halama and Strizenec (2004) suggest that 

aspects of spiritual intelligence are already 

being measured by various subscales and 

items of spirituality scales, particularly those 

which measure cognitive aspects of 

spirituality. One example mentioned by 

Halama and Strizenec (2004) is MacDonald’s 

(2000) Expressive Spirituality Index, which 

contains a “Cognitive Orientation to 

Spirituality” dimension. This situation 

reinforces the need for these constructs to be 

more clearly defined (King, 2008). 

Emmons (2000a) further suggested that 

“ability-based measures would be more 

promising” (p. 15) than self-report measures. 

We know this is the case, and has been 

demonstrated empirically in comparisons of 

self-report and performance indicators of 

emotional intelligence (e.g., Brackett & 

Mayer, 2003; Mayer, Salovey, Caruso, & 

Sitarenios, 2003). This is not to say, however, 

that there is no value whatsoever to self-

report measures of intelligence, including a 

spiritual intelligence (King, 2008). As Emmons 

(2000a) also recommended, “a consensus on 

the scientific viability of the construct must 

first be established…before measurement 

efforts are undertaken” (p. 15). It is argued, 

however, that the development, employment, 

and continuing refinement of any self-report 
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measure make critical contributions to the 

further understanding of the underlying 

psychological construct, even if it exists only 

as a potential. Most importantly, perhaps, is 

the utility of such a process for testing the 

structure of the current model via factor 

analysis. It should be reminded that after a 

century of serious philosophical and scientific 

inquiry, no clear consensus exists on human 

intelligence in general (Solso et al., 2005; 

Sternberg, 1997a), yet IQ testing endures 

(King, 2008). 

If one were to develop a self-report measure 

of spiritual intelligence, many items could be 

borrowed from pre-existing spirituality 

measures (Halama & Strizenec, 2004), while 

others would have to be developed based on 

empirically-founded conceptualizations of the 

target construct (Clark & Watson, 1995). One 

important issue in the development of such 

an item pool would be the differentiation 

between indicators of mental ability and 

indicators of behaviour, experience, and 

attitudes. It is critical that any intelligence be 

kept distinct from these extraneous factors 

(Gardner, 1983; Mayer et al., 2000; Sternberg, 

1997a), and a self-report measure would have 

to conform to this standard. Although a useful 

starting point for the construct’s 

measurement, the long-term goal, as Emmons 

(2000a) suggested, should be the 

development of performance task measures 

of spiritual intelligence (if at all possible), as 

these would most accurately reflect the target 

construct (King, 2008). 

 Nasel (2004) argued that spiritual intelligence 

can be gauged by examining “subjective 

descriptions of [an individual’s] spirituality, 

belief system, values, goals, and spiritual 

experiences (and personal interpretations of 

these), and the way in which these have been 

applied and have contributed to personal 

development”. According to King (2008), 

although many of these aspects of life may in 

fact relate to spiritual intelligence, this 

solution to the measurement of spiritual 

intelligence is problematic, as it leaves little 

distinction between spirituality in general and 

a spiritual intelligence. It also conflicts with 

traditional intelligence theory, which requires 

the severance of intelligence from experience, 

behaviour, and attitude (Gardner, 1983; 

Mayer et al., 2000; Sternberg, 1997). 

In spite of such recommendations, Nasel 

(2004) developed a scale to reflect the 

“affective, cognitive, and experiential 
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capacities and resources representative of 

spiritual intelligence” (p. 76). The 17-item 

Spiritual Intelligence Scale (SIS) taps two 

dimensions of spiritual intelligence (as 

demonstrated by means of factors analysis): 

existential questioning and awareness of 

divine presence. Nasel (2004) noted that 

items were designed to reflect traditional 

Christian values and beliefs as well as aspects 

of New Age individualistic spirituality. 

Although the SIS was found to be a valid and 

reliable psychometric measure, the two 

factors displayed differing relationships to 

alternate measures of spirituality, with 

awareness of divine presence correlating 

strongly with indicators of Christian religiosity. 

Although it was the researcher’s goal to tap 

Christian manifestations of spiritual 

intelligence, this yields a limited utility of the 

SIS, particularly in its cross-cultural and cross-

denominational applications. Nevertheless, 

many SIS items appear promising in their 

more direct assessment of mental ability, 

particularly those related to existential 

questioning. Awareness of divine presence, on 

the other hand, may simply be a 

denominational expression of transcendental 

awareness. Nasel’s (2004) SIS may serve as a 

valuable starting point for the development of 

a more inclusive measure of spiritual 

intelligence (King, 2008). 

Another self-report measure of spiritual 

intelligence was developed by Amram and 

Dryer (2008), based on Amram’s (2007) seven 

dimensions of spiritual intelligence. The 

Integrated Spiritual Intelligence Scale (ISIS) is 

composed of 83 items measuring 22 

subscales: Beauty, Discernment, Egolessness, 

Equanimity, Freedom, Gratitude, Higher-self, 

Holism, Immanence, Inner-wholeness, 

Intuition, Joy, Mindfulness, Openness, 

Practice, Presence, Purpose, Relatedness, 

Sacredness, Service, Synthesis, and Trust. 

Although the list is long, Amram and Dryer 

(2008) attempted to compensate by 

organizing the 22 subscales into five 

theoretically-derived domains: Consciousness, 

Grace, Meaning, Transcendence, and Truth. 

The internal consistency, reliability, and 

convergent validity of the ISIS were all well-

demonstrated in preliminary studies (Amram 

& Dryer, 2008). Although a short-form version 

of the ISIS is offered to damper the original 

scale’s time commitment, the high number of 

subscales (composed of only 3 to 4 items 

each) makes this measure quite complex in 
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terms of practical interpretation. More 

problematic, perhaps, is the lack of attention 

paid to mental ability, as opposed to 

behavioural and personality attributes. 

Although some items attempt to tap ability, 

they do so in relation to preferred behaviours 

(e.g., “I draw on deep trust or faith when 

facing day-to-day challenges”). Others tap 

attitudes (e.g., “I feel that my work is an 

expression of love”), values (e.g., “Being right 

is important to me”), and personality (e.g., “I 

am driven and ruled by fears”). It also 

becomes difficult to separate the Joy subscale 

from one’s mood state; the subscales of 

Practice and Service from behaviour; or the 

subscale of Openness from personality. 

Nevertheless, a handful of items appear to be 

more direct indicators of a spiritual ability set 

(e.g., “I derive meaning from the pain and 

suffering in my life”) and may prove valuable 

in the measurement of spiritual intelligence. 

This is not to say, however, that Amram and 

Dryer’s (2008) ISIS is not a viable measure as a 

whole. The Integrated Spiritual Intelligence 

Scale maybe best described as a measure of 

outcomes and correlates of spiritual 

intelligence, and is therefore simply a less 

direct measure of the construct. The 

development of the SIS (Nasel, 2004), the ISIS 

(Amram & Dryer, 2008), and Wolman’s (2001) 

recommended use of the PSI to measure 

spiritual intelligence all speak to the need for 

a more valid  measure of spiritual intelligence. 

While these previous measures come very 

close to the construct’s accurate 

measurement, they fail in one critical way: in 

addition to mental ability, they are also 

inventories of attitudes, values, behaviours, 

personality traits, and experiences. 

Unfortunately, this leaves the target construct 

more closely resembling the broader domain 

of spirituality, which is altogether 

unsatisfactory. In addition to such empirically 

based attempts, the recent appearance of 

internet-based spiritual intelligence measures 

in popular culture suggests a need for more 

accurate conceptualization and measurement 

(King, 2008). 

 

Yet another self-report measure of is the 

famous SISRI-24 (King, 2008;  King & DeCicco 

2009). The final version of the scale, Spiritual 

Intelligence Self-Report Inventory (SISRI-24) 

contained 24 items based on four individual 

subscales : (1) critical existential thinking 

(CET), (2) personal meaning production (PMP), 
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(3) transcendental awareness (TA), and (4) 

conscious state expansion (CSE). The final 24-

item pool displayed an alpha of .92, which 

represents a more appropriate level of 

internal reliability (Clark & Watson, 1995). 

Individual subscales of CET, PMP, TA, and CSE 

also displayed adequate alpha coefficients of 

.78, .78, .87, and .91, respectively. The 

average inter-item correlation was .34, with 

split-half reliability at the .91 level. These 

analyses suggest excellent psychometric 

properties of the 

SISRI-24. In order to ensure adequate item 

loadings, the final 24-item pool was also 

subjected to a principal components analysis. 

Four factors were extracted with eigenvalues 

supporting retention of all four factors. All 

factor loadings were significant above the .50 

level. These findings add further confidence to 

the factor structure and item retention of the 

SISRI-24 (King, 2008; King & DeCicco, 2009). 

 

Thus the Spiritual Intelligence 

models/instruments reviewed can be 

summed up in the following table: 

S. 

No. 

MODEL/INSTRUMENT 

NAME  

SOURCE PROPERTIES COMPONENTS OF SI ASSESSED 

1. Psycho-Matrix 

Spirituality Inventory 

(PSI) 

Wolman, 

2001 

test-retest reliability, 

Cronbach’s alpha & 

validity studies not 

reported 

Divinity, Mindfulness, Extrasensory 

Perception (ESP),  Community, 

Intellectuality, Trauma, Childhood 

Spirituality 

2. Spiritual Intelligence 

Scale (SIS) 

Nasel, 2004 Cronbach’s alpha= 0.87 

and reliability measures 

for Factor 1= .82, and 

Factor 2 = .78 

Awareness of Divine Presence (Factor 

1) and  Existential Questioning (Factor 

2) 

3. The Integrated Spiritual 

Intelligence Scale (ISIS) 

Amram and 

Dryer , 2008 

Cronbach’s alpha= 0.97, 

Pearson r = 0.77, p < 

0.01 

22 subscales: Beauty, 

Discernment, Egolessness, Equanimity, 

Freedom, Gratitude, Higher-self, 

Holism, Immanence, 

Inner-wholeness, Intuition, Joy, 

Mindfulness, Openness, Practice, 
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Presence, Purpose, Relatedness, 

Sacredness, Service, Synthesis, and 

Trust and 5 theoretically-derived 

domains: Consciousness, Grace, 

Meaning, Transcendence, and Truth 

4. Spiritual Intelligence Self 

Report Inventory       

(SISRI-24) 

King, 2008; 

King & 

DeCicco, 

2009 

alpha = .92, inter-item 

correlation =  .34, split-

half reliability=  .91,  X 

²/df= 1.89, RMSEA= .055, 

GFI= .886, CFI= .934 

critical existential thinking, personal 

meaning production, transcendental 

awareness, 

and conscious state expansion 

 

Spiritual Intelligence at the Workplace  

Organizations are generally vary of dealing 

with abstract subjects like spiritual 

intelligence but research studies by Zohar and 

Marshall (2000;2004), Van der Walt (2003) 

and Visser (2004) argue that intelligences 

should be explored in an organization because 

it adds value to organizational performance. It 

is argued by Zohar (1997), Zohar and Marshall 

(2004), and Covey (2004), that in relation to 

human intelligence, spiritual intelligence is a 

primary variable in explaining behavior. Covey 

(2004) argues that, “Spiritual intelligence is 

the central and most fundamental of all the 

intelligences, because it becomes the source 

of guidance for other[s]..." Thus we realize 

that spiritual intelligence has already achieved 

increasing recognition as an important factor 

in the corporate world (Satpathy & 

Mohapatra, 2012). 

Companies as diverse as Taco Bell, Pizza Hut, 

BioGenenex, Aetna International, Big Six 

accounting's Deloitte and Touche, and Law 

firms such as New York's Kaye, Scholer, 

Fierman, Hays & Haroller are extolling lessons 

usually doled out in churches, temples, and 

mosques (Mitroff & Denton, 1999). People, as 

part of their spiritual journey, are struggling 

with what this means for their work (Mitroff & 

Denton, 1999). It is well established in other 

disciplines in the social and physical sciences 

that, almost universally, people have the 

intrinsic drive and motivation to learn and find 

meaning in their work, and to be a member of 

a group in which they feel valued for their 
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contribution to the group's performance 

(Giacalone & Jurkiewicz, 2003). People now 

find themselves spending the vast majority of 

their waking hours at work. The office is 

where more and more people eat, exercise, 

date, and drop their kids and even nap. Today 

people lack continuity and connection in so 

many other settings that many naturally look 

to their organizations as a communal center 

(Mirvus, 1997). Recent polls have found that 

American managers and leaders want a 

deeper sense of meaning and fulfillment on 

the job—even more than they want money 

and time off (Fry, 2003). 

 

Employee Performance 

According to Whitemore (2002), performance 

is an achievement and work skill which is 

done by someone or an organization in 

developing their task as their main job. Maier 

(1996) define performance as an achievement 

of a person in his or her work. Consistent with 

it, Bernadin and Russel (1993) said that 

performance is a work achievement which has 

been gained by someone and goes well with 

their job function in a certain period. Chaplin 

(2005) defined performance as a behavior of a 

person that results in an achieved result by a 

person which goes well with his or her own 

responsibility in a certain period, and it is 

related with a standard value in his or her 

working place where they work. 

 

Spiritual Intelligence and Employee 

Performance 

With spiritual intelligence happening at the 

workplace, the environment will be more 

favorable. A better working atmosphere 

relates to a higher level of output. By 

developing one’s spiritual intelligence, one 

can develop skills such as intrapersonal and 

interpersonal relations, problem solving, goal 

attainment, motivation, commitment, 

responsibility, self-awareness, team spirit, 

stress management, time management, 

leadership and transformation, necessary for 

work and be successful at workplace (Joseph 

& Laksmi, 2012). 

It is therefore believed that integrating 

spiritual intelligence in the workplace will 

allow employees meaning and purpose in 

work and life. Not only will they become 

personally fulfilled, but the organization will 

reap the benefits of profits, high morale, and 
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less absenteeism. Barrett (n.d.) argued that, 

“Successful business leaders of the 21st 

Century will need to find a dynamic balance 

between the interests of the corporation, the 

interest of the workers, and the interests of 

society as a whole”. This can be achieved only 

when organizations link the company’s goal of 

profits with the employees’ goal of finding 

meaning and purpose in their work. Once 

these things are achieved, then optimal 

performance follows (Litzsey, 2006). 

According to Katz and Kahn (1978), in terms of 

individual job performance, three elements 

can be used, which are 

 Joining and staying with the organization. 

 Dependably meeting or exceeding 

standards of performance prescribed by 

organizational roles (in-role performance).  

 Innovatively and spontaneously going 

beyond prescribed roles to perform such 

actions as co-operating with others, 

protecting the organization from harm, 

offering suggestions for improvement and 

representing the organization favourably to 

outsiders (extra-role performance). 

Researchers like Hanafi (2010) also suggests 

that spiritual intelligence has positive impact 

on performance. Hanafi (2010) in his research 

studied the impact of spiritual intelligence and 

emotional intelligence on auditor’s 

performance and concluded by providing 

empirical evidence about a model:  

S1→E1→Performance. It means that there is 

influence of spiritual intelligence on 

performance, through emotional intelligence 

as a mediator variable. 

The following table summarizes the impact of 

spiritual intelligence on various indicators of 

employee performance: 

 

S. 

No 

Title of the study Source Indicator of employee 

performance 

Properties Nature of relationship 

1. An Analysis of Spiritual 

Intelligence effect on 

Marketing Performance 

and 

Innovation in Sales and 

Marketing unit 

Rezaei, Kazemi & 

Isfahani, 2011 

1) Marketing performace 

 Loyalty 

 Trust 

 Satisfaction 

2) Innovation 

 Radical innovation 

Goodness-of-fit 

Index (GFI) 

=0.974, 

Comparitive Fit 

Index (CFI) = 

0.991, RMSEA = 

SI components (Critical 

Existential Thinking, 

Personal Meaning 

Production, Transcedental 

Awareness and Conscious 

State Expansion) have a 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 51 www.internationalbusinessjournals.com 

 Product innovation 

 Process innovation 

0.048,  RMR = 

0.006 and 

alpha=0.877 

positive effect on 

marketing performance and 

innovation. 

2. What Is the 

Relationship between 

Spiritual Intelligence 

and Job Satisfaction 

among MA and BA 

Teachers? 

Jeloudar & 

Goodarzi, 2012 

Job Satisfaction  

 nature of the work itself 

  attitudes towards 

supervisors 

  relations with co-

workers 

 opportunities for 

promotion 

 work condition in the 

present environment 

 salary and benefit 

The magnitude 

of the 

correlation 

coefficients 

showed a range 

of .290 to .452 

at the level of p 

< 0.05, n=177 

relationship between SI and 

the five index of teachers’ 

job satisfaction is positive 

and no significant 

relationship with one index 

(salary and benefit). 

3. Relationship Between 

Emotional Intelligence 

And Spiritual 

Intelligence In 

Nurturing Creativity 

And Innovation Among 

Successful 

Entrepreneurs: A 

Conceptual Framework 

Susan Tee Suan 

Chin et al., 2012 

1) Creativity 

2) Innovation 

Not reported EI and SI encourages and 

improves perfomance of 

entrepreneur, higher the 

level of 

EI and SI the more 

successful will be the 

entrepreneur in their 

pursuit to be 

creative and innovative. 

4. Spiritual quotient and 

Entrepreneurship 

Masoud & Elaheh, 

2012 

Entrepreneurship r= 0.252 

meaningful 

level of that is 

0.000 which is 

less than 0.05, 

n=208 

positive and meaningful 

relationship between 

spiritual quotient and 

entrepreneur-ship 
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5. An Empirical Testing of 

Intelligence, Emotional 

and Spiritual Quotients 

Quality of Managers 

using Structural 

Equation Modeling 

Soebyakto & 

Ming, 2012 

Personal Quality β=0.185, P = 

0.01, n= 237 

direct positive significant 

relationship between 

spiritual quotient and 

personal quality of 

managers 

6. Practical application of 

spiritual intelligence in 

the workplace 

George, 2006 1) Personal security and 

how that affects personal 

effectiveness 

2) Building relationships 

and inter-personal 

understanding  

3) Managing change and 

removing the roadblocks 

      

 

 

 

        -- 

SI ( creativity, meaning and 

purpose) is the deepest 

motivator for every human 

being  that restores full 

effectiveness in relation to 

the task 

7. Predictive Estimates of 

Emotional Intelligence, 

Spiritual Intelligence, 

Self- 

Efficacy and Creativity 

Skills on Conflict 

Resolution Behaviour 

among the 

NURTW in the South-

Western Nigeria 

Animasahun, 

2008 

Conflict Resolution 

Behaviour (CRB) 

β= 0.056(SI), 

β=0.934(EI), 

β=.029 

(creativity) 

β=0.22(self- 

efficacy) 

Multiple R = 

0.956 

Multiple R² = 

0.914, 

Adjusted R² = 

0.913, 

Std Error = 

4.534, F-ratio 

value= 786.156 

 

EI, SI, self efficacy and 

creativity are relevant 

predictors of conflict 

resolution 

behaviour, four 

independent variables 

when taken together jointly 

contributed 91.3% of  total 

variance of  outcome 

measure(CRB) 

8. Introducing Spiritual 

Intelligence Pattern 

Based on Promoting 

Employee’s 

Commitment: A Case 

Study 

Kheirandish, 

Afsharnezhad & 

Hassanabadi, 

2012 

Employee’s Commitment Coefficient of 

Correlation=0.6

35, P. value= 

0.00 

significant 

relation between 

components of spiritual 

intelligence and workers' 

commitment 
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Research Objectives   

The objectives of the study are:- 

1. To construct a comprehensive instrument 

to measure through a scale, Spiritual 

Intelligence. 

2. To pretest the scale so constructed. 

3. To determine the reliability of the scale. 

4. To study the impact of gender on Spiritual 

Intelligence. 

 

 

 

5. To study the impact of age on Spiritual 

Intelligence. 

6. To test the degree of association between 

Spiritual Intelligence and Job Satisfaction.  

7. To test the degree of association between 

Spiritual Intelligence and Organizational 

Commitment. 

8. To study the impact of Spiritual Intelligence 

and Job Satisfaction.  

9. To study the impact of Spiritual Intelligence 

and Organizational Commitment. 

 

Research Methodology 

Research Method 

To meet the research objectives of the study, 

an online survey was conducted in New Delhi, 

India on IT professionals. This was a 

questionnaire based survey and as a result 

data was collected using questionnaires. This 

method is the most effective way of getting 

the responses from the participating 

individuals and organizations. The advantage 

of using a questionnaire survey was that it 

was easy to administer and it provided focus 

in terms of the data we needed to collect and 

only questions of interest to us were recorded 

and analyzed.  

First, reliability test was conducted to test the 

internal consistency of the respondents. Then, 

the data collected from the survey is subject 

to empirical testing to develop the profiles of 

the sample. Descriptive statistics are 

employed to provide a general overview of 
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the demographics of the survey sample and to 

indicate the distribution of responses to the 

survey.  In addition, statistical techniques such 

as T-tests, ANOVA, Correlation, Regression are 

used to test for statistical significance and 

possible associations in the survey responses. 

Research Sample 

The research sample used in this study was IT 

professionals working in New Delhi. Overall, 

32 completed questionnaires were received 

which comprised of responses from 56.20% 

males and 43.80% female employees (see 

Table 1). Out of the total respondents 25% 

were in the age group of 24 years or below, 

46.90% between 25-34 years, 12.50% 

between 35-44 years, 12.50% between 45-54 

years and 3.10%  were 55 years or above (see 

Table 2). 

Research Tool 

The purpose of the study was to develop a 

measure of spiritual intelligence and study its 

relationship with indicators of employee 

performance. With a view to accomplish this 

research objective, an initial questionnaire 

comprising 107 close ended questions was 

constructed. The questionnaire was divided 

into three sections ( section A, B and C) and 

several demographic questions were also 

included (like the name of the respondent, 

their gender, age, name of the organization, 

designation etc.) to enable examination of 

their potential effects on the survey results. 

For Section A (Question No. 1 to 87) 

respondents were asked to indicate the 

frequency of behaviors over the past 6 to 12 

months using a 6-point Likert scale with the 

following labels: “never or almost never”,  

“very infrequently”, “somewhat infrequently”, 

“somewhat frequently”, “very frequently” and 

“always or almost always”. Items included in 

Section A focussed exclusively on measuring 

spiritual intelligence and were based on ISIS 

developed by Amram and Dryer (2008) along 

with some additional items that were added 

to provide a better conceptualization of the 

construct. Section B consisted of 5 questions 

(Question No. 88-92) which measured job 

satisfaction developed by Brayfield and Rothe 

(1951). Responses to Section B were scored 

on a 7-point Likert scale with labels “strongly 

disagree”, “disagree”, “somewhat disagree”, 

“undecided”, “somewhat agree”, “agree”, and 

“strongly agree”. Section C comprised of 15 

questions (Question No. 93-107) which 

measured organizational commitment 
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developed by Mowday, Steers and Porter 

(1979). Responses to Section C were scored 

on a 5-point Likert scale with labels “strongly 

disagree”, “disagree”, “neutral”, “agree”, and 

“strongly agree”. The complete text of the 

scale constructed is provided in the Appendix. 

Research Procedure 

All data were analyzed using SPSS 16.0 

statistical analysis software. Reverse scored 

items were recoded such that high scores on 

all items theoretically provided evidence for 

spiritual intelligence. There were no cases 

with missing data. 

Findings and Discussions 

Before applying any test, reliability testing 

was being done to check the consistency of 

the respondents. The Cronbach’s alpha 

coefficient in Table 3 for the first 87 items in 

the questionnaire came out to be 0.935, 

suggesting that the items have relatively high 

internal consistency.   

Impact of Demographic Variables 

In order to obtain further insight into the 

perceptions of IT professionals, the survey 

data was further partitioned according to 

several demographic variables, which might 

reasonably be expected to be related to IT 

professional’s responses.  In particular, we 

focused on IT professionals gender (male and 

female) and age less than 24 years, 25 – 34 

years, 35 – 44 years, 45 – 54 years. Above 55 

years). The results of tests of differences 

(using independent sample t test and ANOVA) 

based on these variables reported in Table 4 

and 5.  

IMPACT OF GENDER 

As Table 4 reveals that the significance level 

(using independent sample t tests) in the case 

of Spiritual Intelligence at workplace (section 

A) is 0.492 which is more than 0.05, so we 

accept the null hypothesis by saying that 

gender has no significant impact on spiritual 

intelligence. 

IMPACT OF AGE 

We apply ANOVA to check the impact of age 

on spiritual intelligence at workplace. It is 

evident from Table 5 that the significance 

level (p-value) is 0.001 which is less than 0.05 

for the variable spiritual intelligence , so we 

reject the null hypothesis and accept the 

alternate hypothesis that there is an impact 

of age on spiritual intelligence.  
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RELATIONSHIP WITH OUTCOME VARIABLES  

Section B and C of the questionnaire depicts 

the participant’s responses to outcome 

variables (Job satisfaction and Organizational 

commitment) and this section of the paper 

discusses the relationship between spiritual 

intelligence at workplace and the two 

outcome variables mentioned above by 

testing the degree of association and 

causality. The responses were analysed 

employing the test of Correlation and 

Regression, results of which are as follows: 

CORRELATION (DEGREE OF ASSOCIATION) 

SPIRITUAL INTELLIGENCE AND JOB 

SATISFACTION 

The test of correlation revealed the value of 

Pearson coefficient to be 0.192 which 

represents very low degree of positive 

correlation between the two variables 

Spiritual Intelligence  and Job satisfaction 

(Table 6). Thus the null hypothesis stands 

rejected and we accept the alternate 

hypothesis that there is correlation between 

spiritual intelligence and job satisfaction, 

although the variables are very weakly 

associated. 

SPIRITUAL INTELLIGENCE AND 

ORGANISATIONAL COMMITMENT 

The test of correlation revealed the value of 

Pearson coefficient to be 0.413 that 

represents moderate degree of positive 

correlation between the two variables 

Spiritual Intelligence  and Organizational 

commitment (Table 7). Thus the null 

hypothesis stands rejected and we accept the 

alternate hypothesis that there is correlation 

between spiritual intelligence 

andorganizational commitment, although the 

variables are moderately associated 

REGRESSION (CAUSALITY) 

SPIRITUAL INTELLIGENCE ON JOB 

SATISFACTION 

The test of regression (Table 8) revealed the 

following statistics: 

Value of Adjusted R2 = 0.005 

Interpretation – It signifies that 0.5%  of the 

variance in outcome variable (job satisfaction) 

is  explained by predictor variable (spiritual 

intelligence) 

Linear regression equation: 

Y= .018X + 18.366  
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P-value = 0.293, F (1, 30) = 1.147 

Interpretation : The p-value is high (above 

.05), so we accept the null hypothesis  that 

there is no impact of SI on job satisfaction. 

Thus, Spiritual Intelligence doesn’t appear to 

cause Job satisfaction. 

SPIRITUAL INTELLIGENCE ON 

ORGANISATIONAL COMMITMENT. 

The test of regression (Table 9) revealed the 

following statistics: 

Value of Adjusted R2 = 0.143 

Interpretation – It signifies that 14.3% of the 

variance in outcome variable (Organizational 

commitment) is explained by predictor 

variable (spiritual intelligence) 

Linear regression equation: 

Y= 0.088X + 22.289  

P-value = 0.019, F (1, 30) = 6.153 

Interpretation – The p-value is low (below 

.05), so we reject the null hypothesis and 

accept the alternate hypothesis that there is 

an impact of SI on Organizational 

commitment. Thus, Spiritual Intelligence 

appears to cause Organizational 

commitment. 

 

Limitations 

Despite a very high reliability value reported 

by the Spiritual Intelligence scale, the present 

study suffers from several limitations. Firstly, 

the current version of this scale  is a purely 

self-report measure of Spiritual Intelligence 

and hence suffers from the same limitations 

of other self-report instruments that are 

susceptible to social desirability bias. 

Sometimes, because of lack of knowledge, 

people are unable to answer survey 

questions. In addition, even when 

respondents do not understand the issue or 

know the question, they still answer survey 

questions by randomly ticking in order to 

appear smarter or knowledgeable. And, some 

people refuse to spend time to answer the 

questions. Secondly, the major limitation of 

this study is related to the size and 

composition of the respondent pool. 

Participants were recruited using personal 

contacts and access to internet discussion 

groups available. Thus, it is likely that the data 

collected for this study is biased by my 
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personal beliefs, socioeconomic status, 

country of origin, and so on. The participants 

to this study were restricted to Delhi region 

only. Lastly, the use of Likert scale also poses 

many challenges for any researcher. The 

Likert Scale is uni-dimensional and only gives 

few options of choice(usually 5-7), and the 

space between each choice cannot possibly 

be equidistant. Therefore, it fails to measure 

the true attitudes of respondents. Also, it is 

not unlikely that respondents’ answers will be 

influenced by previous questions, or will 

heavily concentrate on one response side 

(agree/disagree). Frequently, people avoid 

choosing the “extremes” options on the scale, 

because of the negative implications involved 

with “extremists”. 

Conclusion 

“Spiritual Intelligence can be 

applied to derive meaning, 

purpose, clarity of thought in 

everyday life and to help 

individuals to focus on whole 

rather than parts” 

 

 

 

 

Not just in an 

organizational situation, 

but Spiritual Intelligence 

can be applied to derive 

meaning, purpose, clarity 

of thought in everyday life and to help individuals to focus on 

whole rather than parts. The goal for this research was to create a 

quantitative instrument to measure Spiritual Intelligence and 

subject it to pre-testing. The web-based Spiritual Intelligence scale 

has shown evidence of internal consistency and also conformed to 

the characteristics indicated by literature. Using a larger and more 

diverse participant pool might also reveal tendencies and biases 

based on various demographic variables. 

 

 

Further studies are required to inquire into its validity, predictive 

power and to more fully refine the present scale and determine 

its relationship to other established constructs such as 

performance. 
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APPENDICES 

TABLE 1: DEMOGRAPHIC INFORMATION ON GENDER 

  Frequency Percent 

Valid Male 18 56.2 

Female 14 43.88 

Total 32 100.0 

 

TABLE 2 : DEMOGRAPHIC INFORMATION ON AGE 

  Frequency Percent 

Valid 24 or below 8 25.0 

25-34 15 46.9 

35-44 4 12.5 

45-54 4 12.5 

55 or above 1 3.1 

Total 32 100.0 

 

TABLE 3 : CALCULATION OF CRONBACH’S ALPHA COEFFICIENT 

 

 

 

 

 

Reliability Statistics 

Cronbach's Alpha N of Items 

.935 87 
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IMPACT OF DEMOGRAPHIC VARIABLES 

TABLE 4 : t TEST FOR GENDER 

 

 

TABLE 5 : ONEWAY SI BY AGE (ANOVA) 

 

 

 

 

 

 

 

 

 

TABLE 6 : CORRELATION BETWEEN SI AND JOB SATISFACTION 

  Levene's Test 

for Equality of 

Variances 

  

F Sig. t df 

Sig. (2-

tailed) 

Mean 

Difference 

95% Confidence Interval of the Difference 

  Lower Upper 

SI Equal 

variances 

assumed 

3.577 .068 -.696 30 .492 -11.84127 -46.58203 22.89949 

Equal 

variances not 

assumed 

  

-.758 24.893 .456 -11.84127 -44.02381 20.34127 

ANOVA 

SI      

 Sum of Squares df Mean Square F Sig. 

Between Groups 33078.667 4 8269.667 6.136 .001 

Within Groups 36388.833 27 1347.735   

Total 69467.500 31    
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Correlations 

  Satisfaction SI 

Pearson Correlation Satisfaction 1.000 .192 

SI .192 1.000 

Sig. (1-tailed) Satisfaction . .146 

SI .146 . 

N Satisfaction 32 32 

SI 32 32 

 

TABLE 7 : CORRELATION BETWEEN SI AND ORGANIZATIONAL COMMITMENT 

Correlations 

  Commitment SI 

Pearson Correlation Commitment 1.000 .413 

SI .413 1.000 

Sig. (1-tailed) Commitment . .009 

SI .009 . 

N Commitment 32 32 

SI 32 32 

 

TABLE 8: REGRESSION (SI ON JOB SATISFACTION) 

Model Summary
b
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MODEL R R Square Adjusted R Square 

1 .192
a
 .037 .005 

a. Predictors: (Constant), SI  

b. Dependent Variable: Satisfaction 

ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 23.004 1 23.004 1.147 .293
a
 

Residual 601.465 30 20.049   

Total 624.469 31    

a. Predictors: (Constant), SI 
b. Dependent Variable: Satisfaction 

    

Coefficients
a
 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 18.366 5.984  3.069 .005 

SI .018 .017 .192 1.071 .293 
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ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 532.074 1 532.074 6.153 .019
a
 

Residual 2594.145 30 86.471   

Total 3126.219 31    

a. Predictors: (Constant), SI     

b. Dependent Variable: Commitment    

 

 

 

Coefficients
a
 

a. Dependent Variable: Satisfaction    

Model Summary
b
 

R Square Adjusted R Square 

Std. Error of the 

Estimate 

.170 .143 9.29901 

a. Predictors: (Constant), SI;  b. Dependent Variable: Commitment  
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Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) 22.289 12.427  1.794 .083 

SI .088 .035 .413 2.481 .019 

a. Dependent Variable: Commitment    
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Abstract 

Human beings are the most complex living organisms evolved 

over time by a series of adaptations to the changing environment. 

This modern era on earth is ruled by humans as they encompass 

every aspect of life. Business is no exception. In Hindu mythology, 

it is believed that human birth is the means to attain liberation 

from the cycle of birth and death. Spirituality is about leading a 

life of purity by renouncing the evils of greed, anger, lust and 

envy. A spiritual bent of mind allows a person to sail smoothly and 

succeed in every aspect of life and also extends a free 

environment to the companions for expressing and exploring 

themselves fully, without any external thrust. In the Kali Yuga 

now, all the crimes and negativities are on a rise, this is because 

humans have forgotten their true self and indulged themselves 

into materialism. In business arena too, if we look closely, all the 

negativities such as- financial crisis, non-implementation of laws, 

lack of corporate governance etc. emerge from the common vice- 

immorality. This calls for a spiritual “initiation” to business. This 

paper aims at studying the very basics of spirituality and its 

impact on individuals as well as businesses. This study is 

important as businesses operate in a social and natural 

environment hence their inter-relation needs to be understood. 

This paper also discusses about some possible methods to 

implement spirituality (ethics) and its concerns. 

Keywords: Workplace spirituality, Business spirituality, Ethics, 

Values, Organization, Employees 

Introduction 

Business Organizations and Culture 

The word ‘organization’ is derived from the 

Greek word organon, itself derived from the 

better-known word ergon which means 

"organ". An organisation (or organization) is 

an entity, such as an institution or 

an association that has a collective goal and is 

linked to an external environment. 

Organizations have a specific structure and 

hierarchy. People and systems create a 
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culture within the organization and guide its 

operation. Different organizations have 

different policies, work flows and objectives. 

Talcott Parsons defined organizations as “a 

social unit which is deliberately constructed 

and reconstructed to seek specific goals”. 

A business organization is an individual or 

group of people that collaborate to achieve 

certain commercial goals. Some business 

organizations are formed to earn income for 

owners while others called nonprofit 

organizations, are formed for public purposes. 

In short, business organizations are ones 

which are formed for the purpose of carrying 

out some business activity. 

One of the main constituent of a business 

organization is its human resource. The 

quality of human resource in an organization 

determines its culture and climate and 

ultimately its fate.  

 

Organizational culture includes 

an organization's expectations, experiences, 

philosophy, and values that hold it together, 

and is expressed in its self-image, 

inner workings, interactions with the outside 

world, and future expectations. It is based on 

shared attitudes, beliefs, customs, and written 

and unwritten rules that have 

been developed over time and are 

considered valid. 

Objectives of the study 

 To study the concept of spirituality and 

ethics. 

 To understand the inter-play of 

spirituality/ethics in an organization. 

 To find out some basic ways of inclusion of 

spirituality and ethics in the organization. 

 

Spirituality and Ethics 

The Latin for spirituality, spiritualitas is an 

abstract noun like the words beauty or 

honesty and was derived from the noun 

spiritus and the adjective spiritualis (Farina, 

1983, p. 130). 

St.  Paul’s words defining spirituality: “one 

way of life, the way of spirituality, is the way 

of life led, ordered, or influenced by the Spirit 

of God.” 

Spirituality is about leading a life according to 

human values by cultivating divine virtues like 

compassion, respect, patience, kindness, 

honesty and above all unconditional LOVE. It 

is about keeping one’s intentions pure and 

one’s actions noble. Persisting efforts backed 

up by spiritual practices is what keeps one 

going even in hard times, as it is said “Grace 

follows Efforts”. 

Generally, people look at spirituality as 

something which belongs to a fraction of 
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individuals who have renounced all worldly 

desires. But it is not the correct 

understanding. As quoted by Sheldrake “In 

this early usage of the term spirituality, a 

spiritual person was not someone who turned 

away from material reality but rather 

someone in whom the Spirit of God 

dwelled…and acted as to advance in 

spirituality (Sheldrake, 1991 p.43)”. 

 

Spirituality is often confused with being 

religious but both the things are very 

different. Religion may vary with people but 

spirituality is something which is universal. 

“The definition of religion included 

dimensions such as ritual, myth, and doctrine, 

social and experiential.  Other scholars 

defined spirituality as a sense of right 

relationship with the self, the world, and the 

sacred.  These scholars pointed out that a 

person may be spiritual but not religious or 

religious but not spiritual (Hayes, 2001, pp. 

112 – 113)”. Being spiritual is more about self-

improvement and inner journey. It is about 

development of certain values, virtues and 

vision through various means (i.e. hope, faith, 

forgiveness, kindness, integrity, empathy, 

honesty, patience, courage, trust, humility, 

perseverance.) “According to Neal (2000), 

practicing spirituality is taking time for 

individual self- examination and 

communicating with God through prayer, 

meditation, spiritual reading, and journaling”. 

 

Spirituality can be understood in terms of two 

basic elements. According to Fry (2003), 

spirituality includes two essential elements in 

a person’s life:  

(a) Transcendence of self, manifesting in a 

sense of calling or destiny, and  

(b) Belief that one’s activities have meaning 

and value beyond economic benefits or self-

gratification. 

 

Ethics and spirituality have a very close 

relation. Ethics is a necessary condition for 

spirituality as suggested by George Gotsis Zoi 

Kortezi “Defining the ethical qualities of one’s 

character or personality is of utmost 

importance for a spiritual employee, given 

that ethics is a necessary (though not a 

sufficient) condition for spirituality”. (George 

Gotsis Zoi Kortezi: Springer 2007) 

A model of spirituality, ethical behavior and 

ethical business relatedness: 

 

Figure1- Taken from: Spirituality, Ethical Behaviour and Ethical Business: The Impact of 
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Relatedness. (JBM&SSR)  ISSN No: 2319-5614. Volume 2, No.9. By K.C. Agbim, F.A. Ayatse, and 

G.O. Oriarewo, (2013).  

 

    

Inter-relation of Spirituality/ Ethics, 

Organization, Employees, Environment and 

Society  

 

Workplace spirituality research is of recent 

origin especially in India. But all those 

researches which have been carried out have 

indicated that spirituality at work place 

undoubtedly; has something to do with 

employees’ morality and organizations’ 

performance. 

 

Spiritualty (or ethics), organization, 

employees, environment and society are 

closely inter-related. Performance and well-

being of one depends on the proper 

functioning of the other. 

It has been discussed in many of the 

researches done till now. However, these may 

seem to be different entities all together but 

they are not. Spirituality (ethics) at large 

encompasses all, be it people, organization or 

society. 

 

It has been clearly put by Denis Collins as 

“Businesses, nonprofit organizations, and 

government agencies significantly improve 

the quality of life on Earth by providing goods 

and services that fulfill consumer needs. 

When an organization employs someone, that 

individual brings to work not only unique job 

skills, but also his or her ethics. Ethics is the 

set of principles a person uses to determine 

whether an action is good or bad. Ethics 

permeates every stakeholder interaction 

involving owners, customers, employees, 

lenders, suppliers, and government officials”. 

(Denis Collins 2009) 

 

The values and beliefs of individuals not only 

affect society but businesses and their 

working methodologies also. It is not easy to 

speculate their implications and hence a 

cautious attention must be given to it. It has 

been further explained as “Individuals  and  

societies  are  constantly  evolving  and 

changing  their  systems  of  values  and  

beliefs (Charis, 2007) . Consequently, since 

business does not operate in a vacuum, the 

outcomes of these negative changes in values 

and  beliefs  of  individuals  and  societies  are  

constantly being   smeared   on   firms   and   

corporations,   and   by extension  on  the  

social  and  natural  environment (Kenneth, 

Fidelis, Godday: Volume 2, No.9, September 

2013)”      

 

In order to maintain coherence among 

organization, employees and society, one 

needs to understand the importance of 

workplace spirituality (or business ethics in 

other words). Once the organization has 

clearly defined principles and ethics then only 

employees can contribute towards the growth 

of the organization and the organization can 

contribute for the betterment of the society. 
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Giacalone and Jurkiewicz, (2003), define 

workplace spirituality as “a framework of 

organizational values evidenced in the culture 

that promotes employees’ experience of 

transcendence through the work process, 

facilitating their sense of being connected to 

others in a way that provides feelings of 

completeness and joy”. 

Spirituality in the organization can be seen 

from two views. One is at individual level and 

other at organizational level. Dr. S.S. Nandram 

explains spirituality in two ways; one as 

workplace spirituality and other as business 

spirituality. Workplace spirituality approaches 

the phenomenon from the view of an 

individual employee and therefore, the 

individual level analysis needs to be done. 

Business spirituality considers the 

organization as a level of analysis. It is 

considered that the organization also has a 

‘soul’ and a ‘personality’. For both concepts 

the underlying assumption that spirituality 

will increase the satisfaction and wellbeing of 

individuals involved, have been made, and 

therefore lead to better overall performances. 

(Dr. S.S. Nandram, 2009). 

 

The inter-relation discussed so far can be 

represented pictorially in a following manner. 

Employees (individuals) form organizations, 

be it profit or non-profit business. Collection 

of such organizations and groups forms our 

society which is a part of nature and 

environment. Above all is spirituality (ethics) 

for the proper functioning of organizations 

and uplifting of its people which will 

eventually improve the conditions of society 

and environment. 

 

 
 

Figure 2- Illustration of relationship between Employees, organization, society and spirituality. 
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After understanding the significant role of 

spirituality in the collective growth of 

employees, organization, society and 

environment, it is required to work for its 

implementation. In order to do so, we can go 

through some of the methodologies which 

have been discussed in different articles and 

research papers so far. Three views are 

discussed here. First one focuses on the top 

management, second one pays attention on 

hiring process of employees and the third one 

works on the already established culture in an 

organization. 

 

I.) An organization is also an entity, having a 

character and values of its own. These values 

are influenced largely by the head of the 

organization, as all the decisions are taken by 

him. As much as spirituality is required for an 

individual, it is also required for an 

organization. In order to reflect its values and 

good image in the society and also to succeed 

in the market in a long run. Organizations 

need to create and promote a sense of 

“oneness” with all its stakeholders. It is 

important that such values should be 

practiced and not just preached. So the 

leaders and the people from top management 

need to practice spirituality themselves 

before they apply it in their organization. They 

need to have full faith in the fact that, ‘fair 

profit is the real profit’. 

 

Acharya Shivender Nagar, in his article ‘As an 

MD You Cannot Be Lazy’ (2014), has pointed 

out that before attempting to change others, 

you have to change yourself. Defining spiritual 

aspect of life as the subtlest as well as the 

highest aspect he said that, “if you improve 

yourself at the spiritual level, it is easy to 

improve yourself at intellectual, emotional, 

financial and physical levels.” He has 

elucidated the interaction of spirituality and 

organizational setting in the following way- 

 

“If you take the example of an organization, 

then the lowest cadre of staff is equivalent to 

your physical body, the middle level staff is 

like your mind, the intellect is like a manager 

and ‘Atman’ or Self is the managing director. 

The body has very limited powers. The mind is 

more powerful and the intellect is capable of 

more power but the MD is all-powerful. 

Therefore, if MD is disciplined as well as 

evolved, then the evolution will trickle down 

to the whole organization.”  

 

Therefore the ‘people in power’ or those who 

are at the top management level will have to 

maintain a high standard of integrity, self-

management, leadership and commitment. 

He has pointed out the following values to 

improve one’s own self 

 

Table 1: 

Values Meaning Workplace Implication 

Dynamism A state when your head and heart Start enjoying your work; take it up as a challenge 
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are at synergy and not as a problem. 

Gratitude Feeling grateful to nature for these 

challenges 

Millions of people of this world would love to take 

your position, therefore be grateful you have 

responsibilities to accomplish. 

Clarity of thought Keep away from those who are a 

negative influence in your life 

Keep the company of spiritual books, elevated 

thoughts and develop your intellect through the 

association of evolved people known as “satsang” 

in vedantic language. 

                                                                                                               (Acharya Shivender Nagar, 2014) 

 

II.)  An organization is made with its 

employees just like a building which is made 

with several bricks. One damaged brick or a 

brick wrongly placed may affect the strength 

and durability of the building. In a similar way, 

if one unethical employee enters the 

organization then it may be harmful for the 

organization as well as other employees. So 

finding a suitable candidate for a job includes 

checking his/her ethical skills in addition to 

technical skills. It is essential for maintaining 

high integrity at work. 

Therefore, the efforts for keeping the work 

culture clean and ethical must start during the 

time of hiring candidates. It is beautifully 

suggested by Denis Collins (2009). In his book 

Essentials of Business Ethics: Creating an 

Organization of High Integrity and Superior 

Performance, Denis Collins has suggested a 

five step process to check ethical skills of job 

candidates. He presented this process in the 

following table: 

Table 2: 

The  Five - Step  Ethical  Job  Screening  Process 

Five-Step Ethics Job Screen 

Step Explanation 

1. Legal Ground Rules Gather and use information in a way that does not discriminate against job 

candidates based on their race, color, religion, gender, national origin, age, or 

disability. 

2. Behavioral Information Review behavioral information from resumes, reference checks, background 

checks, and integrity tests. 

3. Personality Traits Obtain measures for personality traits . . . such as conscientiousness, 

organizational citizenship behavior, social dominance, and bullying. 

4. Interview Questions   Interview the job finalists about their responses to ethical dilemmas 

experienced at previous workplaces and how they would respond to ethical 

dilemmas experienced by current employees. In addition, clarify 

inconsistencies and ambiguities that arise during the previous two job 

screening steps. 

5. Other Tests Where appropriate, conduct alcohol, drug, and polygraph tests as a final test of 
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the job finalist’s integrity. 

Note- From: Essentials of Business Ethics: Creating an Organization of High Integrity and 

Superior Performance, p. 37, by Denis Collins, 2009 

 

III.) In an already established organization, it is 

important to take care of spiritual faiths of 

different employees. It is ‘unity in diversity’ 

what we call it generally. But in order to 

create such an integrated environment, it is 

essential to have some concrete principles 

designed to take care of it. Employees 

perform when they are able to connect with 

their work and at the same time they are able 

to maintain their spiritual identity. 

 

Miller (2007) in collaboration with Ewest 

developed a theoretical model based on this 

for understanding and measurement of 

religion/spirituality in the workplace. This 

model is called as “The Integration Box: TIB”.  

It is presently being developed into a valid 

psychometric scale for use in a pluralistic 

context with multiple faith traditions and for 

use by both individuals and organizations. The 

organizing principle of The Integration Box 

(TIB) is that men and women increasingly 

desire to live an integrated life, where faith 

(however one understands it) and work (of 

whatever kind) are integrated not 

compartmentalized. An additional key aspect 

of The Integration Box model is that it is 

designed to support all worldviews, be they 

theistic or secular.  Increasingly, as suggested, 

people are no longer willing to lead a 

bifurcated life, where their spiritual identity is 

divorced from their workplace life. For many, 

living a healthy and holistic life includes 

integrating mind, body, and spirit in all 

spheres of life, including work (Harris, 1998; 

Pierce, 2005). This model help individuals 

understand how they integrate faith and 

work, and organizations who wish to 

understand and respond constructively to the 

workplace spirituality. 

Need of an assessment tool like TIB: 

 To make managers and employees 

understand or identify the constructive 

business benefits of faith 

 To provide foundations for ethics, 

engagement, excellence, integrity, and 

meaning and purpose in work (all aspects 

of the Four E's). 

  To equip management to provide 

appropriate protections for minority 

religions, and their practices, behaviors, 

and accommodations, as protected by law.  

 To provide management a tool to advance 

diversity and inclusion initiatives in the 

increasingly pluralistic and globalized 

workplace. 

 to help management develop policies and 

practices to educate and prevent abuse 

and misuse of workplace spirituality 

Miller pointed out four manifestations or 

ways that people integrate faith and work. 

These different manifestations are referred to 

as “the Four E's.” These four “E’s” display 

following characteristics: 
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 They are driven by the organizing principle 

of people's desire to integrate faith and 

work, whether consciously or 

subconsciously.  

 Each person has a natural orientation 

toward one of the Four E's as their primary 

manifestation of understanding and living 

out the concept of integrating faith and 

work.  

  All of the Four E's are theologically 

legitimate and valid, and that no one 

manifestation is better or worse than 

another. 

 Each has their distinguishing features, 

strengths, and weaknesses.  

The Four E’s (manifestations) are: Ethics, 

Expression, Experience and Enrichment. The 

Integration Box theory and its proposed 

assessment tool is designed to be used in 

multi-faith organizational environments, 

whether in a publicly traded company, a 

privately owned small business, an 

educational institution, or even a nonprofit. It 

means it is suited to the present scenario of 

multi-culturism.  

Following is the summarized description of 

the four “E’s” as given by Miller 

 

Table 3: 

Manifestation 

(Four E's) 

Description Orientations Motivation 

Ethics Type Places high value on 

attention to ethical 

concerns. 

Community: Ethical issues 

pertaining to organizational and 

social concerns 

Self: Ethical issues pertaining to 

individual and interpersonal ethical 

concerns. 

One’s faith /worldview:  

 guides one 

 compels one  

 inspires one to take ethical 
actions 

Expression Type Places high value on 

the ability to express 

their faith tradition 

and worldview to 

others 

Verbal: Verbally declare their 

faith/spirituality to those at work 

Non-Verbal: Use Non-verbal ways 

as a means to express their 

faith/spirituality 

 Persuade others to join their 
faith tradition or worldview   

 A response to religious 
obligation  

 Freedom of expression 

Experience Type Places high value on 

how they experience 

their work, 

understanding work 

as a spiritual calling 

with special meaning 

and purpose. 

Outcomes: Views work primarily as 

a means to an end 

 

Process/activity: Views work as an 

end in itself 

 A search for meaning in work 

 Purpose for their work  

 Value in the work itself 

Enrichment Type Places high value on 

drawing strength and 

comfort from 

religious/spiritual 

Group: Seeks others with similar 

inclinations, finding comfort, 

growth, and encouragement in 

 Draws strength and comfort 
for work  

 Coping with pressures and 
problems at work   
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and/or consciousness 

practices 

group interactions. 

Individual: Engage in non-group 

and less publicly engaged ways of 

finding comfort, growth, and 

encouragement 

 Finding wisdom and personal 
growth through work 

Note- From: The Integration Box (TIB): An Individual and Institutional Faith, Religion, and 

Spirituality at Work Assessment Tool, by Miller, David and Ewest, Timothy (Miller, D. And 

 Ewest, T. 2010) 

 

Concerns 

“A tool in a wrong hand may become a 

destroying weapon.” 

So far we have seen all the needs and benefits 

of spirituality in the organization but some 

concerns cannot be ignored about it. Anything 

when used to serve selfish motives then it is 

harmful for the organization as well as 

employees and society.  

 

Corinne McLaughlin suggested “There’s some 

fear about spiritual beliefs or practices being 

imposed by employers, but to date this has 

been extremely rare.  On the other hand, 

some observers warn about the potential for 

superficiality and the distortion of spiritual 

practices to serve greed.” (Corinne 

McLaughlin, 2009) 

 

Milliman et al. (2003, p. 443) also points out 

‘‘organizations may attempt to manipulate or 

use the concept of spirituality at work as a 

tool to simply increase productivity’’.  

 

Manipulated truth is far more dangerous than 

a 100% lie. It is playing with the faith of 

stakeholders. Such thing may bring decent 

profits in the beginning but it is not good for 

the overall health of the organization in a long 

run. Such practices also affect the reputation 

of the organization and it is harmful for the 

society as well. 

Conclusion 

“The employees should feel 

that they are an integral part 

of the organization and should 

be given a chance to recognize 

their own spiritual identity.” 

In order to reap the 

benefits from spirituality, 

it is essential that the top 

management works on it 

to bring changes in 

themselves first. Then the effect of this will roll down till 

ground level employees gradually. At the same time, an  
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environment of well-being and high integrity needs to be 

created in the organization by laying down certain guidelines, 

principles and compliance mechanisms. Ethics and moral 

principles should be made the basis for each and every aspect 

of business working. The employees should feel that they are 

an integral part of the organization and should be given a 

chance to recognize their own spiritual identity.  

As employees, organization and society are inter-related, it is 

very important to note that the implementation of spirituality 

must be based on development of values and virtues rather 

than just being superficial to increase productivity.  Common 

good of the society should be given precedence over personal 

benefit.  

Employees should be motivated to lead a life of integrity 

beyond the four walls of the organization as well. This can be 

done by organizing appropriate employee development 

programs.  

The power of one’s “intention” needs to be recognized and 

harnessed for mutual growth both materially as well as 

spiritually. Developing virtues such as compassion, tolerance, 

sympathy, love and contentment within the organizations, 

will create a paradise on this earth which at present, is 

beyond human imagination. Thus, human beings need to 

recognize their own latent powers and energy to shape the 

reality. 
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Abstract 

We all strive for happiness in our lives amidst a lifestyle where 

one third of our waking time is spent at work, justifying the fact 

that happiness studies have gained sudden attention of 

researchers in the past one decade. But what is disheartening is 

the value that people today have towards their work where it has 

become the imperative for sustaining the contemporary, 

technology-led, consumerist lifestyle. The components of 

Happiness have been studied to a wide degree, yet not many 

researchers have empirically examined what constitutes 

Happiness at workplace. Moreover, the current conception of 

‘Happiness at work’ described by most researchers seems to have 

taken very surface description (meaning) of Happiness. Hence, the 

imperative purpose of the present research paper was to study 

the constituents of Happiness at Workplace and designing a scale 

for its assessment and also the paper attempted to find evidence 

that support the commercial reward of happy employees at 

workplace.  

It was found that the web-based Happiness at workplace scale so 

developed has shown evidence of its reliability and also 

conformed to the characteristics indicated by literature.

Introduction 

Being happy is of great importance to most 

people, and happiness has been found to be a 

highly valued goal in most societies (Diener, 

2000). In modern life much of our time is 

spent in the workplace. Being happy at work is 

a fundamental element of a person’s life 

satisfaction. Because work is an integral part 

of a person’s identity, the professional role 
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that one assumes is frequently the means by 

which a person feels the most valued and 

derives their self-esteem (Scott). Work is 

where many of us spend most of our time, yet 

for as many as 70% of workers, work is a place 

to disengage, do as little as possible, and 

remain unconcerned about the goals of 

company (Johnson, 2004). For many, work has 

become the inevitable cost of sustaining the 

modern, technology-enabled, consumerist 

lifestyle (Kohn, 1999). This presents a difficult 

challenge for many individuals. Our current 

conceptualization and practices of work may 

be undermining both our individual and civic 

well-being since work consumes so much time 

yet provides so little direction, meaning, or 

purpose to so many workers (Albano, 2009). 

The increasing pressures of the global 

economy have made an engaged and agile 

workplace a necessity for organizational 

survival. Work schemes based on workplace 

happiness concepts may help to alleviate 

consumer demand by making the work itself 

an inherent part of the overall compensation 

for working. Therefore, creating alignment 

among the economic interests of corporations 

and the civic interests of citizens may reduce 

the need for abundant consumerism as an 

enticement for performing inherently 

undesirable work (Albano, 2009). Considering 

the power and impact of experience of 

working on happiness, the present paper shall 

look into the conditions of happiness at 

workplace. 

The components of Happiness have been 

studied to a wide degree, yet not many 

researchers have empirically examined what 

constitutes Happiness at workplace. 

Moreover, the current conception of 

‘Happiness at work’ described by most 

researchers seems to have taken very surface 

description (meaning) of Happiness. Mother 

Teresa said that one of the greatest diseases 

was ‘to be nobody to anybody.’ All of us strive 

to make our mark on the world and want to 

feel that our lives are worthwhile — and the 

work we do is a critical component of our 

legacy. If we believe that our work has 

meaning and that we are valued for what we 

do, this encourages us to remain involved and 

to seek the next level of achievement. Also 

there is ample evidence in the past that 

support the commercial reward of happy 

employees at workplace. Hence, the 

imperative purpose of the present research 

paper is to pilot study the constituents of 
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Happiness at Workplace and designing a scale for its assessment. 

 

Literature Review 

This chapter introduces the notion of 

Happiness at Workplace and how it may be 

measured. First, the different difficulties and 

confusions related to measurement of 

happiness are addressed. This is followed by 

an examination of the various conceptual 

models for Happiness at Workplace and the 

range of assessments currently available to 

organizations wishing to empirically evaluate 

the well-being of their workers. 

I. CAN HAPPINESS BE MEASURED? 

During the last century frequent discussions 

have taken place as to whether happiness can 

be measured. When happiness polls began to 

be used during the last few decades, the 

discussion focused on whether subjective 

appreciation of life can be assessed validly. 

The following issues figured in that discussion: 

(1) Can happiness be measured “objectively” 

or only “subjectively” by questioning? (2) If 

questioning is the only way, do interviews tap 

an existing state of mind or do they merely 

invite a guess? (3) If people do indeed have an 

idea about their enjoyment of life, do their 

responses to questions reflect that idea 

adequately? These questions have instigated 

a great deal of empirical research and can 

now be fairly well answered. 

Assessment by observation 

“Measurement” was long understood as 

“objective”, “external” assessment, analogous 

to the measurement of blood-pressure by a 

doctor. It is now clear that life satisfaction 

cannot be measured that way. Steady 

physiological concomitants have not been 

discovered and modern insights into the 

complexity of psycho-physiological 

interactions do not suggest that they ever will 

be. Neither have any overt behaviours been 

found to be linked reliably to inner enjoyment 

of life. Like all attitudes, happiness is reflected 

only partly in social behaviour. Though an 

“active”, “outgoing” and “friendly” 

appearance is more frequent among the 

happy, it is observed among unhappy persons 

as well. Even unconscious body language has 
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been found to be only weakly related to the 

inner appreciation of life (Noelle-- Neumann, 

1977, p. 244). Consequently, ratings of 

someone’s happiness by his peers or teachers 

are only weakly related to self-reports 

(research reviewed in Veenhoven, 1984a, pp. 

83—84.).  

 Assessment by questioning 

Inference from overt behaviour being 

impossible, we must make do with 

questioning: either direct or indirect and in a 

personal interview or by an anonymous 

questionnaire. Great doubts have been 

expressed about the validity of such self-

reports of happiness. However, empirical 

checks of these suspicions have not revealed 

great distortions. One of the doubts raised is 

that most people would have no opinion at all 

about their life satisfaction. Answers to 

questions on that subject would reflect other 

things: in particular prevailing norms of self-

presentation. However, people appear to be 

quite aware of their enjoyment of life. Eight 

out of ten Americans think of it once a week 

or more often (Shaver and Freedman, 1975, p. 

70). It is often claimed that people present 

themselves happier than - deep in their heart 

– they know they are. Both ego-defensive and 

social desirability effects would be involved. 

This distortion should give itself away in the 

often observed overrepresentation of “very 

happy” people, in the fact that most people 

perceived themselves happier than average 

and in the finding that psychosomatic 

complaints are not uncommon among 

persons who characterize themselves as being 

happy. Yet these facts provide no proof. It is 

quite comprehensible that a positive 

appreciation of life prevails. 

Although there is no proof of systematic 

desirability distortion, there is evidence that 

responses to questions on happiness are 

liable to various situational influences, such as 

the site of the interview, the interviewer, the 

weather, one’s mood, etc. These differences 

can be considered as essentially random 

error, because they tend to disappear in 

repeated observations of the usual one-time-

one-item measurement. 

Andrews and Whithey (1976, p. 216) 

estimated that error produces about half the 

variance in happiness reports. Several reasons 

for this vulnerability seem to be involved. 

Firstly, some people may not have a definite 

opinion in mind and engage in an instant 

(re)assessment which is then influenced by 
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situational characteristics. Secondly, those 

who do have a definite opinion will mostly 

hold a rather global idea of how happy they 

are and will not think in terms of a ten points 

scale. Hence, their precise score may vary. 

Thirdly, the process of retrieval involves some 

uncertainty as well. 

 

II. CAN HAPPINESS BE RAISED? 

Much of all this consideration of happiness is 

prompted by the hope of finding ways to a 

more satisfying life. Traditionally, moral 

philosophers have sought guidelines at the 

individual level. Which life goals are most 

gratifying in the long run? What lifestyle most 

satisfying? What character tendencies harm 

happiness, what traits should be cultivated? 

Currently the emphasis is on the collective 

level. What should governments do to allow 

their citizens the best life? What socio-

economic and educational policies have the 

highest happiness revenues? Yet many people 

doubt whether happiness levels can be 

changed at all. This doubt is rooted in the 

belief that happiness is too variable and 

elusive to allow manipulation, and in theories 

about happiness which imply that it cannot be 

changed anyway. 

Can happiness be influenced at all? 

Two theories of happiness imply that 

enduring change is not possible. Attempts to 

improve happiness would be in vain. 

Zero sum? 

One theory is that happiness is cyclical: happy 

periods are always followed by unhappy 

periods. In the longer run these swings are 

believed to neutralize each other (zero sum). 

Hence, attempts to improve happiness may 

lengthen or heighten a positive swing, but 

their effect is invariably nullified by a 

depression soon after. This classic idea has 

been reinvented by Unger (1970) and figures 

currently in a psycho-physical form in 

Solomon’s (1980). 

 The zero sum prediction has not been proved 

true. As we have seen previously, most people 

feel positive about their life rather than 

neutral. 

 

Fixed trait? 

The other theory is that happiness does not 

even vary in the short run, but remains the 

same throughout life. This inertia has been 
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attributed to neurological make up as well as 

to processes of attitudinal stabilization. The 

latter view has already been discussed. As we 

have seen there, appreciation of life indeed 

tends to change little through adulthood. 

Yet high stability observed in most cases does 

not imply in changeability at all times. Firstly, 

we must keep in mind that the investigations 

concerned elderly populations. Happiness is 

probably less stable in adolescence and young 

adulthood, when living conditions are more 

variable and opinions about life less 

crystallized. Secondly, various studies have 

shown that happiness is not left unaffected by 

major life changes. Thirdly, the investigations 

figure in a socio-historical context 

characterized by stability. Things might have 

been different if a Third World War had taken 

place in the sixties. Rather than saying 

happiness “is” fixed, we should say that it 

“tends to get” fixed. In adolescence and 

young adulthood the attitude towards life is 

likely to be most open to change. In later 

phases of life it is likely to change only under 

the pressure of rather drastic life changes, 

especially if these involve a wider 

reorientation of then self. 

Can happiness be learned? 

Since antiquity there have been books on how 

to become happier. Since the1970s happiness 

trainings have appeared on the scene (inter 

alia, Fordyce, 1977). Both presume that 

happiness can be learned. A common 

objection to these practices is that the rather 

uniform recipes involved do not work, mostly 

because people are too different. A second 

objection is that good advice seldom works, 

people being too inflexible, the unhappy in 

particular. Antique moral philosophers mostly 

recommend a sober and contemplative 

lifestyle, a positive philosophy of life and a 

disciplined character. Nowadays, that idea is 

still held in respect in that various “learned” 

qualities are believed to predispose one for a 

happy life. 

However, current opinion holds that there is 

no one “ideal” model. Rather, present-day 

pedagogues, educationalists and therapists 

emphasize that developmental goals must be 

tailored to personal preferences and 

capacities and situational opportunities. 

Individual trainings are better suited to that 

purpose than general books of good advice. 

Irrespective of these possibilities for individual 

treatment, there are many learnable qualities 

that generally predispose one to lead a happy 
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life. “Ignorance”, “hate” and “lack of control” 

will at least reduce chances for gratifying 

experiences in most cases. Not only does 

human nature set universal developmental 

demands (e.g. the innate need for contact 

requiring sociability), but also general 

existential conditions (we must all live with 

others and therefore need capacities to 

establish stable relations). Empirical 

identification of such generally useful qualities 

is possible. As we have seen previously, 

empirical happiness research has considered 

various personality and lifestyle variables. 

Characteristics found over-represented 

among the happy are: “identity integrity”, 

“ego-strength”, “mental maturity”, “inner 

control”, “social ability”, “activity” and 

“perceptual openness”. Not surprisingly, 

these characteristics are typical concomitants 

of mental health, and goals in much 

psychotherapy. 

 

Framework for Workplace Happiness  

Having addressed the measurement issues for 

the subject  happiness— in the general case, 

the present paper now turn its attention to a 

model for happiness in the specific context of 

the workplace, that will be instrumental in 

developing a scale for happiness at workplace. 

Defining the Modern Western Workplace 

Kohn (1999) found that, for many Westerners, 

work— in the form of formalized 

employment— is the punishment that must 

be endured or obstacle that must be 

overcome in order to receive the reward of 

pay. Phrases such as “they call it work for a 

reason” express the common experience of 

work as a burden that one must endure. It is 

another of these aphorisms— “at the end of 

their life, no one wishes that they spent more 

time at work”— that serves in no small 

measure as motivation for this section. My 

impulsive reaction to this statement has, for 

some time, been “why?” Upon deeper 

reflection, and from the point of view of a 

researcher, a more interesting set of 

questions arose: Is this statement true? Does 

no one find work fulfilling enough to want to 

do more of it?  

And if there are individuals who do 

experience their work as something that they 

would willingly do more of, what about their 

experience of work is different from those 

who experience work as an obstacle or 
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punishment (cited by Albano, 2009). Perhaps 

our Western relationship to work is best 

summarized by the phrase “work-life 

balance.” This phrase appears throughout the 

popular, professional, and academic 

literatures in subjects ranging from self-help 

to organizational development. This word 

evokes the metaphor of two elements, work 

and life, placed in opposing pans of a scale: 

for example, choosing the right balance 

between a fulfilling family life and 

professional advancement. The implicit 

message in this metaphor is that work and life 

are distinctly different elements whose 

weights or impacts must be brought into 

equilibrium. We seem to have a love-hate 

relationship with our work. We want the 

satisfaction of accomplishment, yet many 

have positioned work as a necessary evil, not 

a life calling (Albano, 2009). However, I wish 

to examine the role of work as part of life, not 

as something that must be kept in balance 

with life. 

 

 Dimensions of workplace happiness 

 For the purpose of this research, I shall focus 

on only those dimensions that seem to be 

associated with the prior defined construct of 

happiness. With rare exceptions, happiness is 

not a term that has been extensively used in 

academic research on employee experiences 

in organizations. This does not mean that 

organizational researchers are uninterested in 

employee happiness at work. On the contrary, 

for many years we have studied a number of 

constructs that appear to have considerable 

overlap with the broad concept of happiness. 

Undoubtedly the most central and frequently 

used of these is job satisfaction, which has a 

long history as both an independent and 

dependent variable in organizational research 

(Brief, 1998; Cranny, Smith & Stone 1992). In 

the past two decades, a number of new 

constructs have emerged which reflect some 

form of happiness or positive affective 

experience in the workplace. What these 

constructs have in common is that all refer to 

pleasant judgments (positive attitudes) or 

pleasant experiences (positive feelings, 

moods, emotions, flow states) at work.  

1) Ryff & Keyes psychological wellbeing 

theory  

The earlier mentioned model of psychological 

wellbeing (1995) and similar determinants in 

the context of workplace explained by Brown 
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(1996), who identified these psychological 

needs as conducive to job involvement. That 

is, these conditions may support job 

involvement, but they are not job 

involvement nor are they particularly 

indicative of job involvement in and of 

themselves. I hereby recast Brown’s (1996) six 

psychological conditions not as preconditions 

for job involvement, but as the dimensions of 

workplace happiness. 

Meaning: Like Ryff and Keyes’ (1995) notion 

of purpose in life, meaning is the dimension of 

purpose at work and is characterized by the 

belief that one’s work is purposeful and 

meaningful. 

Autonomy: Psychological well-being includes 

a sense of autonomy. In the workplace, this 

autonomy manifests as a sense of self-

determination in the means by which work is 

accomplished. 

Behavioural Norms: Psychological well-being 

requires environmental mastery, “the 

capacity to manage effectively one’s life and 

surrounding world” (Ryff & Keyes, 1995) and 

to make “effective use of surrounding 

opportunities”. One’s ability to succeed and 

thrive by traditional measures of workplace 

success— bonuses, raises, and promotions— 

can provide an approximate measure of 

environmental mastery. Such mastery 

requires the capacity to understand and 

successfully interact in the prevailing 

behavioural norms of the workplace. 

Feedback: Ryff and Keyes (1995) identified 

self-acceptance, “positive evaluations of 

oneself and one’s past life” as a necessary 

component of psychological wellbeing. In the 

workplace, this requires a positive approach 

to all criticism and advice offered about one’s 

work performance. Thus, the ability to receive 

and make constructive use of feedback about 

the work one performs is the fourth 

dimension of workplace happiness. 

Supportive Relations: Ryff and Keyes (1995) 

dimension of positive relations with others 

manifests in the workplace as the possession 

of supportive relationships with superiors and 

co workers. 

Personal Growth: Ryff and Keyes’ (1995) 

definition of personal growth as “a sense of 

continued growth and development as a 

person” is appropriate to workplace 

happiness since workplace happiness 

promotes growth at the civic level. The 
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dimensions of workplace happiness, along 

with their associated factor from the Ryff and 

Keyes (1995) six-factor model of psychological 

well-being are summarized in Table 1. 

Table 1: Theory-Based Dimensions Comprising Workplace Happiness 

Workplace Happiness 

Dimension 

Associated Well- 

Being Factor* 

Description 

Meaning Purpose in Life The belief that one’ s work is purposeful and Meaningful 

Autonomy Autonomy A sense of self-determination in the means by which work is 

accomplished 

Behavioural Norms Environmental 

Mastery 

The capacity to understand and successfully interact in the prevailing 

social norms of the workplace 

Feedback Self-Acceptance The ability to receive and make constructive use of feedback about 

the work one performs 

Supportive 

Relations 

Positive Relations 

With Others 

The possession of supportive relationships with superiors and co-

workers 

Personal Growth Personal Growth A sense of continued growth and development as a person 

Note. *Based on “The Structure of Psychological Well-Being Revisited,” by C. D. Ryff and C. L. M. 

Keyes, 1995,  Journal of Personality and Social psychology, 69(4), p.720. 

Although the dimensions of workplace 

happiness find their roots in Brown’s (1996) 

meta-analysis of job involvement, they are 

distinctly different from the job involvement 

construct. Job involvement is focused on the 

individual’s relationship to and performance 

of work. Workplace happiness focuses on the 

impact of the workplace on the individual 

both at and away from work. In this way, it is 

equally rooted in Ryff and Keyes (1995) 

conceptualization of workplace happiness. 

Their research focused on all aspects of life. 

Workplace happiness focuses on the 

individual experience of the human condition 

at work (cited by Albano, 2009). 

2) Martin Seligman, 2011 theory of ‘Flourish’ 

and ‘Authentic happiness’ 

Psychologist Seligman (2010) through his 

book titled ‘Authentic happiness’ and 

‘Flourish’ provides the acronym PERMA to 

summarize Positive Psychology's correlational 

findings: humans seem happiest when they 

have 
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Pleasure is the process of maximising positive 

emotion and minimising negative emotion 

and is referred to as the pleasant life which 

involves enjoyable and positive experiences. 

Engagement (or flow, the absorption of an 

enjoyed yet challenging activity) is the process 

of being immersed and absorbed in the task 

at hand and is referred to as the good life 

which involves being actively involved in life 

and all that it requires and demands. Thus the 

good life is considered to result from the 

individual cultivating and investing their 

signature strengths and virtues into their 

relationships, work and leisure (Seligman, 

2002) thus applying the best of self during 

challenging activities that results in growth 

and a feeling of competence and satisfaction 

that brings about happiness. 

Relationships (social ties have turned out to 

be extremely reliable indicator of happiness), 

Meaning (a perceived quest or belonging to 

something bigger) is the process of having a 

higher purpose in life than ourselves and is 

referred to as the meaningful life which 

involves using our strengths and personal 

qualities to serve this higher purpose. The 

meaningful life, like the good life, involves the 

individual applying their signature strengths in 

activities, but the difference is that these 

activities are perceived to contribute to the 

greater good in the meaningful life. 

Accomplishments (having realized tangible 

goals). 

Advocating this theory are other positive 

psychologist Vella-Brodrick (2008); Park & 

Peterson (2009); Carruthers & Hood (2004). 

3) Cynthia D. Fisher (2010), ‘Happiness at 

work’ 

Fisher (2010) discusses the definition and 

measurement of happiness at work and its 

antecedents and consequences. She notes in 

particular that definitions of happiness at 

work “refer to pleasant judgments (positive 

attitudes) or pleasant experiences (positive 

feelings, moods, emotions, and flow states) at 

work” (p. 385). Fisher emphasizes further that 

there is a critical distinction between 

happiness defined as a set of attitudes (e.g., 

job satisfaction, commitment) and happiness 

as a hedonic state. Thus, happiness can be 

defined on one hand in terms of cognitive 

appraisals of needs and wants, referred to by 

Fisher (2010) as “cold cognitions,” or on the 
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other hand in terms of an emotional state of 

mind. In this respect, Fisher discusses seven 

proxies for happiness at work that have been 

the subject of ongoing research in 

organizational behaviour: (1) job satisfaction, 

(2) organizational commitment, (3) job 

involvement, (4) engagement, (5) thriving and 

vigour, (6) flow and intrinsic motivation, and 

(7) affect at work. She recommends that 

researchers focus on three of them (job 

satisfaction, engagement, and affect) as 

representative of different facets of happiness 

at work. Fisher makes a clear distinction 

between happiness- related constructs at 

different levels of analysis. In this respect, she 

identifies three levels: (1) transient (or within-

person), (2) personal (or individual 

differences), and (3) unit level3; she points 

out that happiness definitions vary 

qualitatively between levels. 

4) Jessica Pryce-Jones (2010), ‘Happiness at 

work’ 

Pryce-Jones defines happiness as “a mindset 

which allows you to maximize performance 

and achieve your potential. You do this by 

being mindful of the highs and lows when 

working alone or with others.” 

Happiness at work has five major 

components, called the 5Cs: 

 Contribution: For individuals, this means 

achieving one’s goals, having clear 

objectives, raising issues that are 

personally important, and feeling secure in 

one’s job. It also consists of being listened 

to, getting positive feedback, being 

respected by one’s boss, and feeling 

appreciated. 

 Conviction: This means being motivated, 

feeling effective and efficient, showing 

resiliency when time are tough, and 

perceiving that one’s work has a positive 

impact on the world. 

 Culture: People who feel they fit well at 

work enjoy their jobs, like their colleagues, 

appreciate the values the workplace stands 

for, believe they are being treated fairly, 

and feel that they have control of their 

daily activities. 

 Commitment: Means identifying your 

overall purpose, finding meaningful work, 

being interested in your job, and believing 

in the vision of your organization. 

Increasing commitment is just as much an 

individual’s responsibility as it is a 

corporate one–the company’s vision and 
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strategies should be understood at every 

staff level. 

 Confidence: It’s important to choose jobs, 

goals, and challenges that push the 

boundaries of one’s comfort zone in order 

to grow confidence. Increasing confidence 

also means creating safety mechanisms 

and support when trying new and difficult 

things. 

The 5Cs are accompanied by three supporting 

themes: Pride, Trust, and Recognition. When 

these elements come together, it is possible 

to realize the core of happiness at work: the 

feeling of achieving one’s potential. 

    Summary of past research on components of Happiness at Workplace 

S. No. Developed By  Year Title of Scale/ Model 
developed 

Components of Happiness at 
Workplace 

1. Ryff and Keyes 1995 Model of psychological 
wellbeing 

Meaning  

 Autonomy 

Behavioural Norms 

Feedback 

Supportive relations 

Personal Growth 

2. Seligman 2010 PERMA questionnaire Pleasure 

Engagement 

Relationships 

Meaning 

Accomplishments 

3. Fisher 2010 NA Job Satisfaction 

Organizational Commitment 

Job Involvement 

Thriving and Vigor 
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Engagement 

Flow and Intrinsic Motivation 

Affect at work 

4. Jessica Pryce- 
Jones 

2010 iOpener questionnaire Contribution  

Conviction 

Culture 

Commitment 

Confidence 

 

Do Happy People Engage in Successful 

Behaviors and Are More Accomplished in the 

Workplace? 

In general, people who experience a 

preponderance of positive emotions enjoy 

more beneficial outcomes in the workplace 

than those who experience lower levels of 

positive emotions. To begin, employees with 

high positive affect have jobs that involve a 

wide range of tasks and are described as more 

meaningful and more autonomous (Staw, 

Sutton, & Pelled, 1994). Other studies also 

support the idea that happy people have a 

higher degree of autonomy in their jobs than 

their less happy peers and that such increased 

control of the environment may buffer against 

burnout (Iverson et al., 1998; see also Van 

Katwyk, Fox, Spector, & Kelloway, 2000). Such 

job qualities may be associated with 

enhanced workplace success because they 

make a job more pleasant. Besides describing 

their job more positively, happy people are 

also more satisfied with their jobs compared 

with unhappy people (Connolly & 

Viswesvaran, 2000; George, 1995; Fisher, 

2002; Judge & Ilies, 2004; Judge, Thoresen, 

Pucik, & Welbourne, 1999; Mignonac & 

Herrbach, 2004; Thoresen, Kaplan, Barsky, 

Warren, & de Chermont, 2003; Weiss, 

Nicholas, & Daus, 1999). Although many 

attempts have been made to demonstrate a 

connection between job satisfaction and job 

performance (Iaffaldano & Muchinsky, 1985), 

the findings have been inconsistent (Judge, 

Thoresen, Bono, & Patton, 2001). In response 

to the mixed evidence, some researchers have 

reconsidered the primarily cognitive 
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conceptualization of job satisfaction and have 

instead begun to focus on its affective 

component. Indeed, it appears that positive 

affect is a good predictor of job performance 

(Wright & Cropanzano, 2000), and this link is 

evident across diverse work environments. 

For example, supervisors review happy people 

relatively more  favorably (Cropanzano & 

Wright, 1999; Judge et al., 1999; Staw et al., 

1994; Wright & Staw, 1999) Although such 

correlational evidence does not prove 

causality, some preliminary data suggest that 

the relationship between happiness and 

performance can be bidirectional. In other 

words, happy moods lead workers to perform 

better and better performance produces 

happy moods; the two components mutually 

reinforce each other (Coté, 1999). Superior 

performance by happy employees is not 

limited to tasks explicitly prescribed by the job 

position. The presence of positive affect 

predicts behavior that extends beyond a job 

description but that benefits other individuals 

or the organization itself (Borman, Penner, 

Allen, & Motowidlo, 2001; Credé, 

Chernyshenko, Stark, Dalal, & Bashshur, 2005; 

Fisher, 2002; George, 1991; Ilies, Scott, & 

Judge, 2006; Lee & Allen, 2002; Miles, 

Borman, Spector, & Fox, 2002; Williams & 

Shiaw, 1999). Such behavior has been called, 

among other things, “organizational 

citizenship behavior” and entails acts 

involving altruism, courtesy, and 

conscientiousness. Similar taxonomies include 

behaviors like exerting extra effort, 

volunteering for optional tasks, helping 

others, and being cooperative (Borman et al., 

2001), as well as protecting the organization, 

offering suggestions for improvements, 

developing personal skills, and spreading 

goodwill (George & Brief, 1992). All of these 

behaviours are related, in that they both 

enhance an organization’s functioning and 

correlate with positive emotions. 

Objectives 

 To construct an instrument for the 

measurement of Happiness at Workplace. 

 To pre-test the scale so constructed. 

 To determine the reliability of the scale. 

 To study the impact of gender on 

Happiness at Workplace. 

 To study the impact of age on Happiness at 

Workplace. 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 95 www.internationalbusinessjournals.com 

 To test the impact of designation level on 

Happiness at Workplace. 

 To test the impact of income levels on 

Happiness at Workplace. 

 To test the relationship between the 

Happiness at Workplace with Job 

Satisfaction. 

 To test the relationship between the 

Happiness at Workplace with 

organizational commitment. 

 

Research Methodology 

Research Method 

To address the research question of the study, 

a survey was conducted in New Delhi, India on 

IT professionals. This was a questionnaire 

based survey and as a result data was 

collected using questionnaires. This method is 

the most effective way of getting the 

responses from the participating individuals 

and organizations. The advantage of using a 

questionnaire survey was that it was easy to 

administer and it provided focus in terms of 

the data we needed to collect and only 

questions of interest to us were recorded and 

analyzed.  

First, reliability test was conducted to test the 

internal consistency of the respondents. Then, 

the data collected from the survey is subject 

to empirical testing to develop the profiles of 

the sample.  Descriptive statistics are 

employed to provide a general overview of 

the demographics of the survey sample and to 

indicate the distribution of responses to the 

survey.  In addition, statistical techniques such 

as T-tests, ANOVA, Correlation, Regression are 

used to test for statistical significance and 

possible associations in the survey responses. 

 

Research Sample 

The research sample used in this study was 

working professionals belonging to IT 

industry. I employed the snowball sampling 

technique (Patton, 2002) to recruit 

participants for the web survey. I emailed 

friends, family, and professional 

acquaintances those working in IT industry, 

asking them if they would like to participate in 

the survey and also asking them to invite their 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 96 www.internationalbusinessjournals.com 

family, friends, and professional 

acquaintances from the same industry to 

participate. As a result of this exercise 31 

complete responses were obtained.  

Research Tool 

After establishing a theoretical basis for 

workplace happiness in my review of the 

literature, the objective of the present paper 

was to devise a means to measure Happiness 

at workplace. For this, an initial scale was 

developed using the item pool used by Joseph 

F. Albano (2009) for development of WHI and 

making the appropriate additions as indicated 

by the undertaken review of literature. The 

questionnaire included 115 closed-ended 

questions divided in three sections, which 

focused on accomplishing the present paper’s 

objectives. Several demographic questions 

were also included (like the name of the 

respondent and the organisation, their 

designation, level of income, age etc.) to 

enable examination of their potential effects 

on the survey results. All closed-ended 

questions of section A and C carrying 95 and 

15 questions respectively, employed a five-

point Likert scale ranging from “strongly 

disagree” to “strongly agree” whereas section 

B carrying 5 question employed a seven-point 

Likert scale ranging from “strongly disagree” 

to “strongly agree” providing a gauge of 

response options to the respondents to 

indicate the degree to which the statements 

hold good in their respective lives. 

Analyzing Results 

Likert-scale instrument constructed presented 

respondents with a series of equally          

graduated responses indicating increasing 

agreement with the underlying latent 

variable. The response scale was presented as 

a series of equally spaced, equally sized fixed 

responses, this configuration was designed to 

convey a sense of equal weight to and 

encourage equal consideration by 

respondents. The apparent equidistant nature 

of the responses is further reinforced in the 

coding sage where each response is assigned 

a value ranging from 1 (Strongly Disagree) to 5 

(Strongly Agree) for section A and C and 1 

(Strongly Disagree) to 7 (Strongly Agree) for 

section B. Survey data were downloaded into 

Microsoft Excel Office 2007, version 12, for 

analysis of demographics and response rates, 

data storage, and formatting for other data 

analysis tools. The scale portion of the data is 

an N x M response matrix consisting of one 

row for each respondent (n) and one column 
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for each stem (m). Each cell (xnm) contains a 

response value. Because of the rules enforced 

by the web survey software, there were no 

missing data. I used SPSS, Release 16.0.1, to 

perform basic statistical analysis from classical 

test theory, such as Cronbach’ s alpha, t- test, 

ANOVA, correlation and regression. 

Findings and Discussions 

Before applying any test reliability testing was 

being done to check the internal consistency 

of the respondents. The Cronbach’s alpha 

coefficient in Table 2 for the scale was found 

to be 0.969, suggesting that the items have 

relatively high internal consistency.   

Impact of Demographic Variables 

In order to obtain further insight into the 

perceptions of IT professionals, the survey 

data was further partitioned according to 

several demographic variables, which might 

reasonably be expected to be related to 

participant’s responses.  In particular, we 

focus on participant’s gender (male and 

female), age (less than 24 years, 25 – 34 years, 

35 – 44 years, 45 – 54 years. Above 55 years), 

designation (Executive, Middle management, 

Top management) and Income levels ( below 

Rs 24000, Rs 25000 – 50000, Rs 50000 – 

100000, Rs 100000 or above).  The results of 

tests of differences (using ANOVA and 

independent sample t tests) based on these 

variables are reported in Table.  

 Gender 

As the table reveals that the significance level 

(using independent sample t tests) in the case 

of Happiness at workplace (section A) is 0.704 

which is more than 0.05, so we accept the null 

hypothesis by saying that the gender has no 

significant impact on happiness at 

workplace. 

 Age 

We apply ANOVA to check the impact of age 

on happiness at workplace. As it is clear from 

the table that the significance level (p-value) 

is low (below 0.05) for the variable happiness, 

so we reject the null hypothesis and accept 

the alternate hypothesis that there is an 

impact of age on the happiness at workplace. 

Thus, age did appear to influence the 

happiness at workplace. 

 Designation 

Testing on ANOVA to check the impact of 

designation on happiness at workplace, the 

table clearly shows that the significance level 

(p-value) is high (above 0.05) for the variable 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 98 www.internationalbusinessjournals.com 

happiness, so we accept the null hypothesis 

that there is no impact of designation on the 

happiness at workplace. Thus, designation 

did not appear to influence the happiness at 

workplace. 

 Level of Income 

Testing on ANOVA to check the impact of level 

of income on happiness at workplace, the 

table clearly shows that the significance level 

(p-value) is high (above 0.05) for the variable 

happiness, so we accept the null hypothesis 

that there is no impact of level of income on 

the happiness at workplace. Thus, income 

levels did not appear to influence the 

happiness at workplace. 

Relationship with Outcome Variables 

Section B and C of the questionnaire 

illustrates the participant’s responses to 

outcome variables (Job satisfaction and 

Organizational commitment) and this section 

of the paper discusses the relationship 

between the happiness at workplace and the 

two outcome variables mentioned above by 

testing on degree of association and causality. 

The responses were analyzed employing the 

test of Correlation and Regression, results of 

which are as follows: 

 Degree of Association 

a. Happiness at workplace and Job 

satisfaction 

The test of correlation revealed the value of 

Pearson coefficient to be 0.747 that 

represents high degree of positive correlation 

between the two variables Happiness at 

workplace and Job satisfaction. 

b. Happiness at workplace and 

organizational commitment 

The test of correlation revealed the value of 

Pearson coefficient to be 0.838 that 

represents high degree of positive correlation 

between the two variables Happiness at 

workplace and Organisational commitment. 

 Casuality 

a. Happiness at workplace on Job 

satisfaction 

The test of regression revealed the following 

statistics: 

Value of Adjusted R2 = 0.543 

Interpretation – It signifies that 54.3% of the 

variance in outcome variable (job satisfaction) 

is explained by predictor variable (happiness 

at workplace) 

Linear regression equation: 
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Y= .070x+.287  

P-value = 0.000, F (1, 29) = 36.694 

Interpretation – The p-value is low (below 

.05), so we reject the null hypothesis and 

accept the alternate hypothesis that there is a 

relationship between the happiness at 

workplace and job satisfaction. Thus, 

Happiness at workplace appears to cause Job 

satisfaction. 

b. Happiness at workplace on organizational 

commitment. 

The test of regression revealed the following 

statistics: 

Value of Adjusted R2 = 0.691 

Interpretation – It signifies that 69.1% of the 

variance in outcome variable (organizational 

commitment) is explained by predictor 

variable (happiness at workplace) 

Linear regression equation: 

Y= 0.146x+.644  

P-value = 0.000, F (1, 29) = 68.158 

Interpretation – The p-value is low (below 

.05), so we reject the null hypothesis and 

accept the alternate hypothesis that there is a 

relationship between the happiness at 

workplace and organizational commitment. 

Thus, Happiness at workplace appears to 

cause organizational commitment. 

Conclusion 

“The web-based Happiness at 

workplace scale has shown 

evidence of its reliability and 

also conformed to the 

characteristics indicated by 

literature.” 

 

 

 

The goals for this research were to create a quantitative 

measure of workplace Happiness and subject it to pre-testing. 

The web-based Happiness at workplace scale has shown 

evidence of its reliability and also conformed to the 

characteristics indicated by literature. 

 Further research on the measure of workplace happiness 

might improve the instrument performance and reliability. 

Using a larger and more diverse participant pool might also 

reveal tendencies and biases based on various demographic 

variables. The current form of the workplace happiness  
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instrument does not perform well for business owners; 

further development of the instrument might lead to a more 

universally applicable form allowing comparisons of 

happiness levels among traditional workers and the self-

employed. Additional psychometric analysis of the instrument 

might also lead to shorter and easier to administer forms of 

the instrument. 

Limitations of the Study 

The findings of this study have several specific 

limitations in addition to those normally 

attributed to survey research methods. Any 

research design is a matter of making 

informed tradeoffs. Each method individually, 

and any methodology taken as a whole, has 

strengths and weaknesses. First, the use of 

Likert scales can pose serious challenges for 

any researcher. Respondents may exhibit a 

tendency to use the centre range of the scale 

or vary their use of extremes based on the 

inherent enforceability of an individual stem 

or social desirability (DeVellis, 2003). Second, 

the major limitations of this study are related 

to the size and composition of the respondent 

pool. Participants were recruited using the 

personal contacts and access to internet 

discussion groups available to me. Thus, it is 

likely that the data collected for this study is 

biased by my personal beliefs, socioeconomic 

status, country of origin, and so on. The 

participants to this study are particularly 

restricted to Delhi region only. 
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Appendix 

1. Respondents Description 

Gender 

  Frequency Percent 

Valid Male 8 25.8 

Female 23 74.2 

Total 31 100.0 

 Age 

  Frequency Percent 

Valid 24 or below 13 41.9 

25 - 34 18 58.1 

Total 31 100.0 

 Designation 

  Frequency Percent 

Valid Executive 21 67.7 

Middle Management 10 32.3 

Total 31 100.0 

Monthly Income 
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  Frequency Percent 

Valid Less than  Rs25000 13 41.9 

Rs 25000 - Rs 50000 14 45.2 

Rs 50000 - Rs 100000 2 6.5 

Rs 100000 or above 2 6.5 

Total 31 100.0 

 

2. Reliability 

Reliability Statistics  

Cronbach's Alpha N of Items 

.969 95 

 

3. Impact of Demographic Variables 

T – Test for Gender  

  t-test for 
Equality of 

Means 

  

t df 
Sig. (2-
tailed) 

Mean 
Difference 

Std. Error 
Difference 

95% Confidence 
Interval of the 

Difference 

  Lower Upper 

HAPPIN
ESS 

Equal variances 
assumed 

.383 29 .704 7.61957 19.88413 -33.04804 
48.287

17 

Equal variances 
not assumed 

.377 
11.91

9 
.713 7.61957 20.19563 -36.41606 

51.655
19 

 

Oneway Happiness by Age 
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ANOVA 

HAPPINESS      

 Sum of Squares df Mean Square F Sig. 

Between Groups 10629.440 1 10629.440 5.336 .028 

Within Groups 57771.269 29 1992.113   

Total 68400.710 30    

 

Oneway Happiness by Designation  

ANOVA 

HAPPINESS      

 Sum of Squares df Mean Square F Sig. 

Between Groups 8576.157 1 8576.157 4.157 .051 

Within Groups 59824.552 29 2062.916   

Total 68400.710 30    

 

 Oneway Happiness by Monthly Income 

ANOVA 

HAPPINESS      

 Sum of Squares df Mean Square F Sig. 

Between Groups 2857.853 3 952.618 .392 .759 

Within Groups 65542.857 27 2427.513   

Total 68400.710 30    

 

4.  Relationship between Happiness at Workplace and Job Satisfaction 

Correlation 
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  JS HAPPINESS 

Pearson Correlation JS 1.000 .747 

HAPPINESS .747 1.000 

Sig. (1-tailed) JS . .000 

HAPPINESS .000 . 

N JS 31 31 

HAPPINESS 31 31 

Model Summary
b
 

Model R R Square 
Adjusted R 

Square 
Std. Error of the 

Estimate 

1 .747
a
 .559 .543 3.01383 

a. Predictors: (Constant), HAPPINESS  

b. Dependent Variable: JS  

ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 333.298 1 333.298 36.694 .000
a
 

Residual 263.411 29 9.083   

Total 596.710 30    

a. Predictors: (Constant), HAPPINESS    

b. Dependent Variable: JS     

Coefficients
a
 

Model 

Unstandardized Coefficients 
Standardized 
Coefficients 

t Sig. B Std. Error Beta 
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1 (Constant) .287 3.968  .072 .943 

HAPPINESS .070 .012 .747 6.058 .000 

a. Dependent Variable: JS     

5.  Relationship between Happiness at Workplace and Organizational Commitment 

Correlations 

  COMMIT HAPPINESS 

Pearson Correlation COMMIT 1.000 .838 

HAPPINESS .838 1.000 

Sig. (1-tailed) COMMIT . .000 

HAPPINESS .000 . 

N COMMIT 31 31 

HAPPINESS 31 31 

 

Model Summary
b
 

Model R R Square 
Adjusted R 

Square 
Std. Error of the 

Estimate 

1 .838
a
 .702 .691 4.62885 

a. Predictors: (Constant), HAPPINESS  

b. Dependent Variable: COMMIT  

 

ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 1460.380 1 1460.380 68.158 .000
a
 

Residual 621.362 29 21.426   

Total 2081.742 30    
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ANOVA
b
 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 1460.380 1 1460.380 68.158 .000
a
 

Residual 621.362 29 21.426   

Total 2081.742 30    

a. Predictors: (Constant), HAPPINESS    

b. Dependent Variable: COMMIT     

Coefficients
a
 

Model 

Unstandardized Coefficients 
Standardized 
Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) .644 6.094  .106 .917 

HAPPINESS .146 .018 .838 8.256 .000 

a. Dependent Variable: COMMIT     
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 Abstract 

Green marketing is assumed to be marketing of products which 

are environmentally safe. It is a phenomenon which has 

developed its particular importance in the modern market. In the 

modern and competitive world it has turned around on us as our 

priority to keep our ecology safe. This concept has lead to re-

marketing and packaging of existing products which already 

adhere to such guidelines. It has opened up way out for 

companies to co-brand their product. 

The Paper aims at finding out what actually Green Marketing is all 

about and how can a business firm be more competitive by using 

green marketing strategies. It explores the main issues in 

adoption of green marketing practices. The paper describes the 

current Scenario of Indian market with focus of golden rule and 

4p’s of marketing and explores the challenges and opportunities 

businesses have with green marketing. Why companies are 

adopting it? What is its future? The paper is purely a theoretical 

work based on data collected from various reports and journals. 

Key Words: - Green Product, Recyclable, Environmentally safe, 

Eco Friendly. 

Introduction 

Green marketing is the marketing of products 

that are presumed to be ecologically safe and 

sound. Thus green marketing incorporates a 

broad range of activities, including product 

modulation, changes in the production 

process, change in packaging of the process, 

as well as modifying advertising. Green 

marketing campaigns accentuate on 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 109 www.internationalbusinessjournals.com 

surpassing ecological protection idiosyncrasy 

of a company's products and services. The 

sorts of characteristics usually bought to the 

fore includes such things as reduced 

dissipation in packaging of the product, 

increase in energy efficiency of the said 

product, reduction in the use of harmful 

chemicals in farming, or declined release of 

toxic emissions and other pollutants in 

production process. Marketers have 

reciprocated to growing consumer demand 

for eco-friendly products in many ways, each 

of which is element of green marketing. It 

includes: 1) promoting about the 

environmental aspects of the product; 2) 

introduction of new products for those who 

are concerned with energy efficiency, waste 

management, sustainability, and climatic 

hazards caused by the pollutants, and 3) 

redesigning existing products with a motive of 

attracting such consumers. 

Slowly and steadily it’s turning to be most 

important part of an organizations corporate 

and sustainable growth. It just not add 

benefits to economy of environment but even 

improve companies own profile in terms of its 

market reputations. Green marketing is 

turning to be part and parcel of major 

corporate strategy of a company. It’s a 

framework to satisfy customer with 

companies’ profitability. It’s about developing 

such products which are eco-friendly, which 

satisfy customer’s desires and needs and yet 

keep companies’ profits intact. 

It took years for development of green 

marketing. According to Peattie (2001), the 

evolution of green marketing has three 

phases:  

 The first phase was known as "Ecological" 

green marketing, it occurred in 1980’s and 

during this period all marketing activities 

were concerned to help environment 

problems and provide remedies for 

environmental problems.  

 The second phase was "Environmental" 

green marketing and the focus shifted on 

clean technology that involved designing of 

transformation products, which take care 

of pollution and waste issues.  

 The third phase was "Sustainable" green 

marketing. It came into prominence in the 

late 1990s and early 2000. This was the 

result of the term sustainable development 

which is defined as "meeting the needs of 

the present without compromising the 
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ability of future generations to meet their own needs." 

Objectives of the Study  

The basic idea of this research is having focus 

on following parameters. 

 To understand the basic concept of green 

marketing. 

 To have a look at various strategies 

corporate adopts. 

 Basic rules to be followed in order to adopt 

green marketing. 

 Examples from Indian corporates in terms 

of their present and future outlook. 

 Analyzing the trends in Indian market with 

comparison of tradition and green 

marketing. 

 Having a glance at challenges corporates 

face. 

 

What is Green Marketing? 

According to the American Marketing 

Association, green marketing is the marketing 

of products that are presumed to be 

ecological ameliorate. A broad range of 

activities could be covered under this concept 

of green marketing such as product 

modification, changes in the process of 

production, packaging changes, as well as 

modification in advertising of the product. 

This kind of marketing involves marketing 

products according to their environmental 

factors. Decisions related to the entire 

process of the company's products, such as 

various methods of processing, packaging and 

distribution of product are involved for the 

organization. Green marketing companies go 

in the pursuit to reach above and beyond the 

concept of traditional marketing by promoting 

eco-friendly core values in the hope that 

consumers may confederate these values with 

their organization and brand. Engaging in such 

kind of sustainable activities may lead to 

creation of a new product which serves this 

kind of target market. 

 Environmental Marketing and Ecological 

Marketing are terms which could be seen 

being used in place of green marketing. Thus 
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"Green Marketing" is that concept of holistic 

marketing wherein the product fabrication or 

creation, marketing consumption an disposal 

of goods and services happen in a routine that 

is less deleterious or harmful to our ecological 

surroundings with growing awareness about 

the ramifications of global warming, non-

biodegradable waste in solid form, harmful 

impact of various pollutants etc., both 

consumers are marketers are becoming 

increasingly reactive to the need for 

substituting green products and services in 

place of their pollution creating counterparts. 

While the shift to "green" may appear to be 

exorbitant in the short term, it will definitely 

prove to be indispensable and expedient, 

even cost-wise too, in the long run. 

Green Products and Its Characteristics 

Those products which are manufactured 

through green technology or eco-friendly 

technology and that have caused no 

environmental imperilment are called green 

products. Promotion of green technology and 

green products is necessary for conservation 

of natural resources and sustainable 

development. As discussed by John Elkington, 

Julia Hailes, and John Makower in their book 

green products can have few peculiar 

characteristics which along with others are 

discussed below 

We can define green products by following 

measures: 

 Products which are originally grown, 

 Products which can be recycled and reused 

and are biodegradable, 

 Products which uses natural ingredients, 

 Products that contains some kind of 

recycled contents, or non-toxic chemicals, 

 Products that do not harm or pollute the 

environment and its inhabitants i.e. 

humans and animals, 

 Products that are not tested on animals, 

 Products that use eco-friendly packaging 

i.e. containers which can be recycled or 

reused in future. 

 Products that use propionate amount of 

energy during manufacture, use and 

disposal. 

 Products that do not use materials derived 

from endangered species or animals. 

The Four P’s of Green Marketing  

Like conventional marketers, green marketers 

should accost or approach the Four P’s of 
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marketing in new perspective in view of changed scenario:  

 

1. Product 
 

 Green marketing is all about the product 

that marketer offers to the market, the 

whole point is this being different from 

others taking into account a lot of things 

that other products lack in. 

 Marketers wanting to capitalize on budding 

green markets either single out their 

customers environmental needs and 

develop the products to address those; or 

develop ecologically responsible product.  

 Progressively wide variety of products on 

the market that support the sustainable 

development and that are considered good 

for the triple bottom line  may comprise of:  

 Products manufactured from recycled 

wastes. 

 Products that could be either recycled or 

have some future reuse.  

 Efficient products, which conserve or at 

least use water, energy, or gasoline 

efficiently, save money and curtail 

environmental repercussions. 

 Products that have environmentally 

responsible casing.  

 Products with green labels, as long as they 

are offering corroboration to their claims.  

 Organic products consumers nowadays are 

more than willing to pay higher prices for 

organic products  

 A service that provide goods on rental or 

lease – such as toy libraries. Service that 

helps to rent the product rather than 

buying  them making the product reusable 
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 Certified products, which may help the 

organization to meet certifiable product 

criteria. 

 
2. Price  

 
 Pricing is a crucial stage in any kind of 

marketing process especially in case of 

green products. Most of the consumers are 

willing to pay a higher amount for the 

goods on basis of their substantial value. 

 This perceived higher value of the good 

may be upgraded or enhanced capacity, 

function, fabrication, perceptible packaging 

or taste of the consumer. Environmental 

benefits are usually add on but are 

deciding factor in case of decision between 

two alternative goods of same quality and 

value. 

 Eco friendly products, however, are often 
cheaper as compared to their non-green 
product counterparts when product life 
cycle costs are taken into consideration.  
 

3. Place  
 

 The choice of where i.e. which place 

including internet sale counters and when 

i.e. at what time the goods should be made 

available determines sales for the product 

or service. 

 Only handful of customers generally goes 

out of their way to purchase green 

products merely for the sake of buying it.  

 Marketers looking to favorably introduce 

or launch new green products should, in 

most cases, station them expansively in the 

market place so they are not just alluring or 

engaging to a small green niche market.  

 The location must also be in accordant with 

the figure or portrait which a company 

wants to project for its target market.  

 The location must discern a company from 

its opponent’s in-store promotions and 

visually engaging displays or using recycled 

materials. 

4. Promotion  
 Promotion of products and services to 

target includes paid commercials, public 

relations techniques, sales promotions 

schemes, direct marketing and on-site 

promotions undertaken by the firm. 

 The key to successful green marketing is 

plausibility. Never exaggerate about 

environmental benefit claims or establish 

quixotic expectations, and disseminate 

required information simply and through 

sources that people can trust.  



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 114 www.internationalbusinessjournals.com 

 Promote your green attestations and 

accomplishments. Publicize stories of the 

company‘s success in the field. 

Differences Between Traditional Marketing And Green Marketing 

Traditional Marketing Green Marketing 

 Starts with the identification of needs of their target 

customers. 

 Customers need is at center point for decision making. 

 Self-centered approach with short term orientation 

and without giving the attention to environment. 

 Starts with the identification of the needs of their 

target customers. 

 Environment needs is at the center point for 

decision making. 

 Social cost benefit approach with long term 

orientation and giving importance to environment. 

 Development of product as per their needs, delivering 

and providing the after sales services. 

 Development of product by analyzing ecological 

compatibility of the product, its raw material. 

packaging and reuses etc. 

 Remain with satisfied customers.  Remain with satisfied eco-friendly customers. 

  

Golden rules of Green Marketing 

 Know your Customer: Make absolutely 

sure about that the consumer is 

acquainted of and concerned about the 

issues that your product endeavors to 

address.  

 Educating your customers: it isn’t just a 

matter of letting people know what you 

are doing but also they should be aware 

that whatever you're doing is to protect 

the environment, but also letting know 

why it matters.  

 Being authentic and apparent: means that 

a) You should actually be doing what you 

claim to be doing in your green marketing 

campaign and b) The rest of your business 

policies are congruous with whatever you 

are doing that's eco-friendly.  

 Reassure the Buyer: Consumers must be 

made to believe that the product does 

performs the job it's claims to do and they 

won't forego product quality in the name 

of the saving our environment.  

 Consider Your Pricing: If you're charging a 

premium for your product-and many eco 

preferable products cost more due to 

operation of economies of scale and use of 

higher quality ingredients make sure those 
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consumers can bear that premium and feel 

it's worth spending that amount.  

 Engage in Cause related marketing which 

may help the firm to enhance their brand 

image while boosting sales. 

 A claim comparing environmental 

attributes of two products should make the 

basis adequately clear and it should be 

substantiated. 

 Ecological claims should make clear 

whether they apply to product, packaging, 

or any component of either one of them 

 

Leading Examples of Green Marketing in India  

S.NO COMPANY GREEN MARKETING INITIATIVES 

1 Philips India  Home appliances  
 Medical equipments 
 Energy saving lights 
 Compact fluorescent light (CFL) bulbs 

2 Wipro  Sustainable IT products and solutions which helps consumers for achieving high 
productivity energy 

 Recycle plastic 
 Launched green ware range of desktops which are 100% recyclable. 

3 CISCO System  It recently partnered with San Francisco department of energy to announce world 
first urban eco map pilot. This tool provides information on carbon emissions which 
are caused by transformation, energy waste. 

 Cisco is planning to minimize the ecological impact by establishing responsible 
operation programs aimed to reduce energy consumption across the company, limit 
the greenhouse gas emissions implicated in global warming, closely manage the air 
quality, water consumption, food procurement and waste and lastly, monitor and 
ensure proper disposal of hazardous materials. 

4 Infosys Ltd.   Green building  
 Water harvesting and conservation  
 Better transport practices by indulging in facilities like car pool by the employees 
 Increasing bio – diversity 
 Focus on green-engineering i.e. working on fresh as well as re fabricated products to 

make them workable almost as good as new. 

5 Accenture  Green building and data centre’s at all places 

6 Hcl  Commits to manufacture products that are eco-friendly and free for hazardous 
chemicals. 

7 McDonalds  Napkin bags used as Mc Donald’s 
  are made up of recycled paper 

8 Panasonic   Eco- nave technology was introduced with intelligent eco sensors 
 Eco-friendly refrigerators, air conditioners, washing machines. 
 Plasma TV,LCD 

9 ITC  Adopting a low carbon path and clean environment approach 
 Created ozone –treated elemental chlorine free bleaching. 

10 Tata Consultancy  Focus on improving the agriculture and community need of the region where its 
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Service  offices are located. 
 Sixteen of facilities do composting; some of them have bio digesters turning waste 

into kitchen fuel. 

11 Idea  USE MOBILE , SAVE PAPER CAMPAIGN 
 Set up bus shelter with potted plants and tendril climbers to convey the green 

message 

12 Indus IND Bank  Opened India’s first  solar powered ATM  
 Promote green banking 

13 L & T  The cabins of all executives are with sensor electricity facility i.e. if you walk out of 
corridors lights gets off automatically 

 It has discontinued use of ozone depleting substances. 
 Adopts top-down as well as bottom up approach which can help even lower 

executive to suggest environment safety measures. 

14 Digital Tickets By 
Indian Railways 
 

 IRCTC has allowed its customers to carry PNR no. of their E-Tickets on their laptop 
and mobiles. Customers do not need to carry the printed version of their ticket 
anymore. 

 

Corporate Initiatives for Green Marketing as Social Responsibility 

1 NDTV with car maker Toyota 
Kirloskar Motor Pvt. Ltd. 

 Launched Greenathon a 24hrs live television event to create awareness about 
environmental issues 

2 Reva electrical car co.  Developing a market for cars and there by leading to sustainable 
development 

3 Panasonic corporation  It is working out a go to school campaign aim at spreading awareness among 
students related to increasing global warming and climate conditions 

4 Nokia India Pvt Ltd.  Began campaign to recycle electronic waste. 

 Consumers are encouraged to dump old mobile phones and accessories, 
irrespective of brand, at any of the 1,300 green recycling bins at Nokia 
priority dealers and Nokia care centre’s. 

5 Hindustan Unilever Ltd.  Surf Excel Quick Wash talked about how housewives could save two buckets 
of water while using premium detergent powder to wash clothes 

 

Challenges in Green Marketing  

1.  Requirement for Standardization 

It has been found that only 5% of the 

marketing claims from “Green” campaigns are 

wholly true and there is a lack of 

standardization to avouch or validate these 

claims. There is no standardization currently 

available that can certify a product as organic 

or inorganic. Unless and until some high 

authority regulatory bodies are not involved 

in procedure of certifications there will not be 

any verifiable means. A standard quality 

control board needs to be in place for such 

labeling and licensing of the products. 

2. Novice Concept 
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Literate Indian and urban consumers are 

becoming progressively aware about the 

merits of Green products. But it is still a 

novice idea for the general Indian masses. The 

consumer needs to be enlightened about the 

environmental threats and its implications for 

them .Need of the hour is a new green 

movement that reaches the masses and that 

this type of moment may require lots of 

efforts and money. Though, Indian consumers 

do appreciate the importance of using natural 

and herbal beauty product brands like organic 

beauty. Indian consumer is exposed to 

healthy living lifestyles fitness practices such 

as yoga and natural food consumption and its 

high nutritional value. In those aspects the 

consumer is already aware and will be 

inclined to accept the green products. 

3. Patience and Perseverance 

Green marketing efforts of investors and 

marketers may take a longer duration to reap 

the benefits, as it is a growing and 

undeveloped market wherein many areas are 

still untapped. The investors and corporate 

need to view the ecology as a major long-term 

investment opportunity, the marketers have 

to look at the long-term benefits from this 

kind of green movement. It will require a lot 

of patience on part of the investor or 

marketer as no immediate results are there. 

Since it is a new concept and idea, it will have 

its own adoption and yielding period. 

4. Circumventing Green Myopia 

Focusing on customer benefits is first and 

foremost rule of green marketing i.e. the 

primary reason why consumers buy certain 

products in the first place. Do this right, and 

instigate and persuade consumers to switch 

brands or even pay a premium price for the 

greener alternative available. If a product is 

developed which is absolutely green in all the 

aspects but does not pass the customer 

contentedness criteria will of no use. This will 

lead to green myopia. Also such products 

should not be priced very high otherwise they 

may lose their market acceptability. 

Present Trend of Green Marketing in India 

Organizations are considering Environmental 

marketing as an Opportunity to achieve its 

objectives. Firms have realized that 

consumers prefer products that do not harm 

the natural environment as also the human 

health. Firms prefer to make such products 
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which leads to over all benefit of company 

and environment which somewhere leads to 

their responsibility towards society. Firms in 

this situation can take two approaches: 

1. Use the fact that they are environmentally 

responsible as a marketing tool. 

2. Become responsible without prompting 

this fact. Governmental Bodies are forcing 

Firms to Become More Responsible. In 

most cases the government forces the firm 

to adopt policy which protects the interests 

of the consumers. It does so in following 

ways: 

 Reduce production of harmful goods or by 

products 

 Modify consumer and industry's use and 

/or consumption of harmful goods; or 

ensure that all types of consumers have 

the ability to evaluate the environmental 

composition of goods. 

  In order to get even with competitors 

claim to being environmentally friendly, 

firms change over to green marketing. 

Result is green marketing percolates entire 

industry. 

It may follow some of these even: 

 A Firm develops a technology for reducing 

waste and sells it to other firms. 

  A waste recycling or removal industry 

develops. 

 

Problems in implementation: 

 Initial cost if usually high 

 Consumers are more inclined towards price 

i.e. price sensitivity. 

 Awareness of people are usually less, they 

usually ignore eco-mark. 

 Lack of standardization of product. 

 Technology used if often expensive or 

unavailable. 

 Government pressure for indulging in 

green marketing for few benefits. 

 Competitors pressure 

 Companies treat it as moral obligation than 

social responsibility. 

Conclusion 

“around 25% of Indian industry 

do green marketing” 
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Green marketing though 

an emerging marketing 

style but is gaining lots of 

popularity in Indian 

markets. This is in fact the 

right time to indulge in green marketing for corporates. With the 

increasing polluting, global warming its turning responsibility of 

corporates to save their planet before it gets depleted. In fact 

strict and mandatory rules needed to be framed to prevent and 

preserve it. The trend although is growing and many and many 

more Indian companies are indulging in these concepts almost 

around 25% of Indian industry do green marketing. Most of the 

companies are venturing into green marketing because of 

opportunity, social responsibility, Govt. Pressure, competitive 

edge and cost reduction. Marketers also have the responsibility to 

make the consumers understand the need for and benefits of 

green marketing. Consumers are willing to pay more to maintain a 

cleaner and greener environment. It’s a time to educate and make 

customers aware and to make companies indulge more and more 

is eco- green concepts for the healthier and safer world. 
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Abstract 

Globally the growth of insurance is encouraging, and same is true 

with the Indian Insurance Sector. Insurance is emerging as one of 

the fastest vehicle in the panorama of the burgeoning service 

sector in India. Insurance is practically a necessity to business 

activity and is important for the growth of the economy. It is 

important for marketers to understand the needs of the market 

and formulate a marketing mix which can help the in attracting 

and retaining customers. The Insurance business deals in selling 

services where the product is intangible and requires a 

considerable amount of explanation of the intricacies of various 

products and therefore due weightage must be given to the 

formation of marketing mix for the Insurance business. The 

marketing mix includes sub-mixes of the 7 P's of marketing i.e. the 

product, its price, place, promotion, people, process & physical 

evidence. The present paper focuses on the performance of the 

Indian Insurance sector in the recent past and further examines 

the role of marketing mix in marketing insurance services in India.  

Keywords: Indian Insurance Sector; Insurance Services; Marketing 

Mix; 7 P’s, etc.

Introduction 

Wherever there is uncertainty there is risk. 

We do not have any control over uncertainties 

which involves financial losses. The risks may  

 

 

be certain events like death, pension, 

retirement or uncertain events like theft, fire, 

accident, etc. Insurance is a financial service 

for collecting the savings of the public and 

providing them with risk coverage. The main 
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function of Insurance is to provide protection 

against the possible chances of generating 

losses. It eliminates worries and miseries of 

losses by destruction of property and death. It 

also provides capital to the society as the 

funds accumulated are invested in productive 

heads. Insurance comes under the service 

sector and while marketing this service, due 

care is to be taken in quality product and 

customer satisfaction. Marketing is a 

predominant activity in Life and General 

Insurance. It is important for marketers to 

understand the needs of the market and 

formulate a marketing mix which can help the 

in attracting and retaining customers. The 

Insurance business deals in selling services 

where the product is intangible and requires a 

considerable amount of explanation of the 

intricacies of various products and therefore 

due weightage must be given to the formation 

of marketing mix for the Insurance business. 

The marketing mix includes sub-mixes of the 7 

P's of marketing i.e. the product, its price, 

place, promotion, people, process & physical 

evidence. The present paper focuses on the 

performance of the Indian Insurance sector in 

the recent past and further examines the role 

of marketing mix in marketing insurance 

services in India. 

Literature Review 

The marketing mix is considered one of the 

core concepts of marketing (Gronroos 1989; 

Rafiq and Ahmed 1995; Van Waterschoot 

1999; Ziethaml and Bitner 2000). The 4Ps of 

the marketing mix model have been changing 

since they were introduced in the early of 

1960s. Frey (1961) suggested that the 

marketing mix components could be divided 

up into two categories. The first category, the 

product offering includes product, package 

brand, price, and service. The second 

category, methods and tools includes 

distribution channels, personal selling, 

advertising, sales promotion, and publicity 

(Frey 1961).  

However, Borden (1964) used the term the 

"marketing mix" for the first time in the mid 

of 1960s. Borden described the marketing mix 

concept through describing a marketing 

manager as a "mixer of ingredients" when this 

manager is interested in formulating a mix of 
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marketing policies and procedures in order to 

produce a profitable organisation. Borden 

argued that the elements of the marketing 

mix within the manufacturing industry 

included twelve elements. These elements are 

product planning, pricing, branding, channels 

of distribution, personal selling, advertising, 

promotions, packaging, display, servicing, 

physical handling and fact finding and 

analysis. On the other hand, McCarthy (1964) 

reduced the Borden list to the 4Ps; product, 

price, promotion and place of the marketing 

mix model. McCarthy argued that the 

marketing mix is a combination of these four 

marketing variables that are seen under the 

marketer's control. Each marketing variable is 

concerned with covering a number of 

activities. A marketing manager should think 

of all of the 4Ps variables not just one of 

them, and blending them together to achieve 

the required results (McCarthy 1964).  

Lazer et al (1973) argued that the main 

components of the marketing mix could be 

formulated in three submixes, which were the 

product and service mix, the distribution mix, 

and the communications mix. On the other 

hand, Nickels and Jolson (1976) argued that 

packaging should be added to the 4Ps of the 

marketing mix elements as a fifth "P".  In 

addition, it should be treated as a separate 

element in the marketing mix because of its 

importance for giving the buyer symbolic cues 

to differentiate a company's products from its 

competitors (Nickels and Jolson 1976).  

 The strongest modification and extension of 

the traditional marketing mix had been 

formulated by Booms and Bitner (1981) who 

modified and expanded the traditional 4Ps of 

the marketing mix elements to be the 7Ps of 

the services marketing mix. They expanded 

the classic model by adding another three Ps, 

which are people (participants), process and 

physical evidence (Booms and Bitner 1981). 

Furthermore, the new marketing mix model 

was supported by Cowell (1984).  

Magrath (1986) supported the new three Ps 

when argued that they must be included in 

the marketing mix as separate strategic 

elements. In addition, the new services 

marketing mix model was seen as a powerful 

service management paradigm by which a 

service company can achieve success 

(Magrath 1986). Furthermore, Judd (1987) 

argued that the people element should be 
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included as a separate strategic element in 

the marketing mix model. The rationale is that 

people who often derive and implement 

different marketing mix strategies affect a 

company's customer's attitudes, behaviour 

and indeed satisfaction (Judd 1987). This is 

totally supported by Lane (1988) who 

considered people as a separate element in 

the marketing mix model. Collier (1991) 

strongly argued that the 7Ps of the services 

marketing mix should formulate major 

components in services marketing strategy. 

He argued that the 3Ps are seen as powerful 

strategic elements to gain a competitive 

advantage (Collier 1991). This is supported by 

Smith and Saker (1992) who pointed out the 

crucial effect of the new three Ps on the 

perceived quality of service (Smith and Saker 

1992). 

The marketing mix has had a considerable 

support in the marketing literature either as 

its elements together or individually. The 

marketing mix elements have been used as 

the main components of marketing strategy in 

the marketing literature. This is supported by 

a number of studies that have been 

conducted in different markets. These studies 

are exclusive rather than inclusive (Buzzell 

and Wiersmea 1981; Leonard and Sasser 

1982; Phillips et al 1983; Wind and Robertson 

1983; Jain and Punj 1987; Wind 1987; Akaah 

and Riordan 1988; Doyle 1989; Webster 1992; 

Cooper 1996; Appiah-Adu 1998; Shoham and 

Kropp 1998; Bowen 1998; Appiah-Adu 1999; 

Doyle 1999; Baker 2000) 

Objectives and Research Methodology 

The study is based on secondary data which is 

collected from the published reports of 

Insurance Regulatory Development Authority 

(IRDA), Reserve Bank of India (RBI), 

newspapers, journals, websites, etc. The study 

was planned with the following objectives: 

1. To discuss the performance of the 

insurance sector in India; 

2. To identify the need for marketing 

insurance services; 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 124 www.internationalbusinessjournals.com 

3. To discuss the role of marketing mix 

elements in marketing insurance services 

in India. 

Indian Insurance Sector  

As at end-September 2013, there are fifty-two 

insurance companies operating in India; of 

which twenty four are in the life insurance 

business and twenty-seven are in non-life 

insurance business. In addition, General 

Insurance Corporation (GIC) is the sole 

national reinsurer. In further classification, 

there are eight Public Sector insurance 

companies and forty four Private Sector 

insurance companies as shown in Table 1. 

Table 1: Registered Insurers in India 

REGISTERED INSURERS IN INDIA 

(As on 30th September, 2013) 

Type of business Public Sector Private Sector Total 

Life Insurance  

Non-life Insurance 

Reinsurance 

1 

  6* 

 

1 

23 

   21** 

 

0 

24 

27 

 

 1 

Total 8 44 52 

* Includes Specialised insurance companies - ECGC and AIC. 

** Includes four Standalone Health Insurance Companies- Star Health & Allied Insurance Co., Apollo Munich 
Health Insurance Co., Max Bupa Health Insurance Co. And Religare Health Insurance Co. 

Source: IRDA Annual Report 2012-13 

Globally, the share of life insurance business 

in total premium was 56.8 per cent. However, 

the share of life insurance business in Asian 

region was only 28.9 per cent, which is in 

contradiction with the global trend. For India, 

the share of life insurance business in total 

insurance business was very high at 80.2 per 

cent while the share of non-life insurance 

business was small at 19.8 per cent. 
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Table 2: Region wise life and Non-Life Insurance Premium 

Region wise Life and Non-Life Insurance Premium 

(Premium in USD Billions) 

Region/Country Life Non-Life Total 

Advanced economies 

 

Emerging markets 

 

Asia 

 

India 

 

2242.32 

(57.6) 

378.54 

(52.4) 

388.51 

(28.9) 

53.30 

(80.2) 

1647.51 

(42.4) 

344.14 

(47.6) 

957.71 

(71.1) 

13.14 

(19.8) 

3889.84 

(100) 

722.68 

(100) 

1346.22 

(100) 

66.44 

(100) 

World 2620.86 

(56.8) 

1991.65 

(43.2) 

4612.51 

(100) 

Source: Swiss Re, Sigma 3/2013. 

Figures in brackets indicate market share in per cent 

In life insurance business, India is ranked 10th 

among the 88 countries, for which data are 

published by Swiss Re. During 2012, the life 

insurance premium in India declined by 6.9 

per cent (inflation adjusted). During the same 

period, the global life insurance premium 

increased by 2.3 per cent. India’s share in 

global life insurance market was 2.03 per cent 

during 2012, as against 2.30 per cent in 2011. 

The non-life insurance sector witnessed a 

significant growth of 10.25 per cent (inflation 

adjusted) during 2012. Its performance is far 

better when compared to global non-life 

premium, which expanded by meagre 2.6 per 

cent during the same period. However, the 

share of Indian non-life insurance premium in 

global non-life insurance premium was small 

at 0.66 per cent and India ranks 19th in global 

non-life insurance market. 
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Table 3: Premium Underwritten: Life Insurers 

PREMIUM UNDERWRITTEN : LIFE INSURERS 

(in crore) 

Insurer 2011-12 2012-13 

LIC 

 

Private Sector 

 

202889.28  

(-0.29) 

84182.83  

(-4.52) 

208803.58  

(2.92) 

78398.91  

(-6.87) 

Total 287072.11  

(-1.57) 

287202.49  

(0.05) 

Note: Figures in brackets indicate the growth (in per cent) 
over the previous year. 

Source: IRDA Annual Report 2012-13 

The life insurance industry recorded a 

premium income of Rs. 2,87,202 crore during 

2012-13 as against Rs. 2,87,072 crore in the 

previous financial year, registering a growth of 

0.05 per cent. While private sector insurers 

posted 7.38 per cent decline (4.52 per cent 

decline in previous year) in their premium 

income, Life Insurance Corporation of India 

(LIC), the state owned insurance company, 

recorded 2.91 per cent growth (0.29 per cent 

decline in previous year) in the total premium 

underwritten. While the renewal premium 

accounted for 62.62 per cent (60.31 per cent 

in 2011-12) of the total premium received by 

the life insurers, first year premium 

contributed the remaining 37.38 per cent 

(39.69 per cent in 2011-12). During 2012-13, 

the growth in renewal premium was 3.88 per 

cent (4.77 per cent in 2011-12). First year 

premium registered a decline of 5.78 per cent 

in comparison to decline of 9.85 per cent 

during 2011-12.  

Table 4: Gross Direct Premium Income in India: Non-Life Insurers                     
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GROSS DIRECT PREMIUM INCOME IN INDIA: 

NON-LIFE INSURERS                    (in crore) 

Insurer 2011-12 2012-13 

Public Sector 

 

Private Sector 

 

30560.74 

(21.50) 

22315.03 

(28.07) 

35022.12 

(14.60) 

27950.69 

(25.25) 

Total 52875.77 

(24.19) 

62972.82 

(19.10) 

Note: Figures in brackets indicate the growth (in per cent) 
over the previous year. 

Source: IRDA Annual Report 2012-13 

In the non-life segment, the insurers had 

underwritten gross direct premium of Rs. 

62,973 crore in India for the year 2012-13 as 

against Rs. 52,876 crore in 2011-12, 

registering a growth of 19.10 per cent as 

against an increase of 24.19 per cent recorded 

in the previous year. The public sector 

insurers exhibited growth in 2012-13 at 14.60 

per cent; as against the previous year’s 

growth rate of 21.50 per cent. The private 

sector insurers registered a growth of 25.26 

per cent; as against 28.06 per cent achieved 

during the previous year. 

During the financial year 2012-13, the life 

insurance industry reported net profit of Rs. 

6,948 crore as against Rs. 5,974 crore in 2011-

12. Out of the twenty four life insurers in 

operations during 2012-13, seventeen 

companies reported profits. During the year 

2012-13, the total net profit of non-life 

insurance industry was Rs. 3,282 crore as 

against a profit of Rs. 25 crore in 2011-12. The 

public sector companies reported net profit of 

Rs. 2,603 crore whereas private sector 

insurers reported net profit of Rs. 679 crore. 

All the four public sector insurers reported net 

profits during the year 2012-13. 
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Need for marketing Insurance Services 

The need for marketing insurance services 

arises due to following factors: 

 The insurance products have a distinct 

feature where benefits of the product 

come at the later date and at times after a 

considerable time. 

 The demand unlike consumer-products is 

not inbuilt. 

 Among the financial services, the insurance 

sector gets the least priority as other 

investments avenues provide immediate 

yields. 

 In case of life insurance the case is further 

complicated as in India people have belief, 

traditional culture and religious 

background and tendency to leave 

everything to fate. This happens especially 

in rural areas. 

 The rural market is still untapped. The 

insurance sector is yet to exploit this 

segment which has vast potentialities. 

 The concept of proper financial planning, 

taxation and investment is still lacking 

among the middle class strata. 

 The General insurance have wide scope for 

marketing as small and medium business 

entrepreneurs are yet to reap the benefits 

of general insurance schemes. 

Scope for Growth of marketing Insurance 

Services 

The scope for marketing insurance services is 

vast and thereby marketing of insurance 

services needs a re-look. There are number of 

impending changes that are likely to make this 

sector more dynamic. The Insurance 

Regulatory and Development Authority (IRDA) 

has been established in 1999 for promoting, 

regulating and strengthening the insurance 

sector. The following factors may further 

induce promotion of marketing activities in 

the insurance sector. 

a) IRDA aims at promoting the regulating 

professional organizations connected with 

insurance and re-insurance business. 

b) The insurance sector is thrown open to 

private and corporate sector. This will 

certainly expand the business dimensions. 

c) There is also a move to specify the 

percentage of life insurance business as well 

as general insurance in rural and social sector. 
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d) With the increased spirit of investment 

education and awareness there are already 

indications of increased participation. 

e) The yield on other avenues of investments 

such as banks, other financial institutions, 

mutual funds, capital market have come down 

and almost at par with insurance investments. 

This trend will further enhance the scope of 

marketing insurance services. 

f) Service standards are bound to improve and 

insurance premium should come down once 

the insurance reforms takes place. With such 

a positive development the marketing scope 

would further increase. 

g) The process of privatization will bring in 

many customer friendly insurance products. 

h) The marketing of insurance services would 

take together new shape once banking 

services, insurance selling and fund 

management are all interrelated. 

i) Though the market of general insurance is 

smaller in comparison to life insurance 

nevertheless the scope of growth is ample. 

j) The Budgetary provisions have provided 

additional tax saving opportunity to certain 

specified insurance products such as pension 

policies. This will give further fillip to 

marketing strategies. 

Strategies for Effective Marketing 

Selling of services is different from goods in 

that, they are sold before production and 

consumption take place. Goods are purchased 

first then sold and consumed. Services also 

have particular characteristics such as their 

intangibility and variability where they are 

difficult to standardize. This makes it more 

difficult for customers to evaluate them 

(especially when they have no understanding 

of the service being provided and are relying 

on professional competence). This assumes 

significant importance in case of insurance 

services. 

Opening of insurance to private insurers has 

potential of increasing sales in different 

segments because of: 

1) Sophisticated and knowledgeable selling by 

qualified agents, 

2) Cost effective products, 

3) Increased use of “Family Package” policies 

(A good product-mix) 
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i) Widowed mothers 

ii) Un-married mothers 

iii) Single parent family 

iv) Multipurpose products 

However to augment the business in this 

sector and exploit huge resources available in 

the markets, effective marketing strategies 

will have prominent role. The majority of 

insurance business is undertaken by the 

agents nominated for the purpose. They have 

crucial role in mobilizing the business. 

Therefore their professional approach to 

consumers assumes significant importance. 

The following aspects have to be considered 

in this regard. 

Awareness about Demographic Changes: An 

agent must keep himself aware of latest 

trends, such as: 

i) With increase in “Average Life Span” in our 

country, the numbers of aged persons are on 

the increase every day. Therefore, the 

financial problems of longer retired life are no 

less than those of early death. In future 

insurance market of Annuity and Pension 

plans is going to expand significantly. 

ii) Restructuring of national economy has 

brought in its wake many Voluntary 

Retirement Schemes. The employees affected 

from these schemes form potential group of 

pension or Annuity Schemes. 

Product Knowledge: It is obvious that a life 

insurance agent must know the product he is 

selling. What he is selling is an intangible 

commodity. Therefore, an agent should not 

have superficial knowledge about various 

types of policies. He must be able to draw out 

the philosophy behind the launch of a product 

or insurance plan. 

Ability to Convince: Imagine a situation where 

an agent says to his client “I will go to my 

office and find out.” Such a salesman will not 

be able to convince his prospects. 

KNOWLEDGE IS POWER: Yes, it has the 

powers to convince others. An agent, in order 

to be successful must attain training sessions 

or seminars on insurance whether held by his 

company or outside agency. He should make 

it a habit to read daily the material connected 

with his profession. 

Consumer Orientation: A customer is always 

right because he is the cause of your 
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profession. You are for him. There may be 

many agents who are interested in him. Why 

he should be interested in you only? Here lies 

the secret of your skills of salesman. 

Therefore, an agent has to so establish 

himself as to enable the client to think that 

Agent cares for his interests, i.e. 

i) Agent understands his needs. 

ii) Agent is considerate towards his difficulties. 

Selling Right Type of Policy: An agent should 

never go by his personal gains. The benefit of 

the customer (life assured) should be 

uppermost in his mind. It is said a stitch in 

time saves nine. However, for an insurance 

agent a right advice brings nine opportunities. 

Therefore, always sell the right type of policy. 

Role of Other Institutions in marketing of 

Insurance services 

An open entry has been permitted to private 

corporate sector, foreign institutions, banks 

and other financial institutions to the 

insurance sector. The systematic and planned 

marketing strategies by new entrants in the 

market will certainly give a different shape to 

marketing practices for various kinds of 

insurance services. We may mention the 

possible outcome benefits as under: 

a) Banking services, insurance selling and fund 

management are inter - related synergies. 

Therefore insurance selling by banks are 

mutually beneficial to banks and insurance 

companies. Banking products offer insurance 

product through the banking channel will 

complement banking. 

b) With the entry of corporate sector with 

sophisticated technology, the quality of 

services will improve significantly and so are 

the cost effective products. This will certainly 

widen the market horizons. 

c) The regulations and controlling measures 

by IRDA would provide protection to investor. 

d) The professional training institutes will also 

have important contribution in training the 

personnel and thereby sharpening their 

professional skills. It will have positive 

development on marketing of insurance 

services. 

e) There is also a need to expose institutional 

structure more particularly in the marketing 

segment to rural and semi-urban areas.  
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The efficient and well organized marketing 

strategies will bring more number of investors 

to insurance services and large population 

uncovered so far will have advantage of 

access to this sector. 

Marketing of Insurance 

The term Insurance Marketing refers to the 

marketing of Insurance services with the aim 

to create customer and generate profit 

through customer satisfaction. The Insurance 

Marketing focuses on the formulation of an 

ideal mix for Insurance business so that the 

Insurance organisation survives and thrives in 

the right perspective. It is important for a 

marketer to understand the need of the 

market and formulate a marketing mix which 

can help the insurance marketer in attracting 

and retaining customers.  

The Insurance business deals in selling 

services and therefore due weightage must be 

given to the formation of marketing mix for 

the Insurance business. The marketing mix 

includes sub-mixes of the 7 P's of marketing 

i.e. the product, its price, place, promotion, 

people, process & physical evidence.  

The above mentioned 7 P's can be used for 

marketing of Insurance products in the 

following manner: 

Product 

A product means what we produce. If we 

produce goods, it means tangible product and 

when we produce or generate services, it 

means intangible service product. A product is 

both what a seller has to sell and a buyer has 

to buy. In Insurance it can be categorized in 

two broad categories: Life and Non-Life 

Insurance. 

Figure 1: Types of Insurance 

 

Life Insurance 
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Life insurance is a contract between an 

insurance policy holder and an insurer, where 

the insure promises to pay a designated 

beneficiary a sum of money (the “benefits”) 

upon the death of the insured person. 

Depending on the contract, other events such 

as terminal illness or critical illness may also 

trigger payment. 

It is universally acknowledged as a tool to 

eliminate risk, substitute certainty for 

uncertainty and ensure timely aid for the 

family in the unfortunate event of the death 

of the breadwinner. Life insurance helps in 

two ways: dealing with premature death 

which leaves dependent families to fend for 

themselves; and old age without visible 

means of support. 

Kinds / Types of Life Insurance Policies 

Term Insurance: You can choose to have 

protection for a set period of time with Term 

Insurance. In the event of death or Total and 

Permanent Disability if the benefit is offered), 

your dependants will be paid a benefit. In 

Term Insurance, no benefit is normally 

payable if the life assured survives the term. 

Whole Life Insurance: With whole life 

insurance, you are guaranteed lifelong 

protection. Whole life insurance pays out a 

death benefit so you can be assured that your 

family is protected against financial loss that 

can happen after your death. It is also an ideal 

way of creating an estate for your heirs as an 

inheritance. 

Endowment Policy: An Endowment Policy is a 

savings linked insurance policy with a specific 

maturity date. Should an unfortunate event 

by way of death or disability occur to you 

during the period, the Sum Assured will be 

paid to your beneficiaries? On your surviving 

the term, the maturity proceeds on the policy 

become payable. 

Money back plans or cash back plans: Under 

this plan, certain percent of the sum assured 

is returned to the insured person periodically 

as survival benefit. On the expiry of the term, 

the balance amount is paid as maturity value. 

The life risk may be covered for the full sum 

assured during the term of the policy 

irrespective of the survival benefits paid. 

Children Policies: These types of policies are 

taken on the life of the parent/children for the 
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benefit of the child. By such policy the parent 

can plan to get funds when the child attains 

various stages in life. Some insurers offer 

waiver of premiums in case of unfortunate 

death of the parent/proposer during the term 

of the policy. 

Annuity (Pension) Plans: When an employee 

retires he no longer gets his salary while his 

need for a regular income continues. 

Retirement benefits like Provident Fund and 

gratuity are paid in lump sum which are often 

spent too quickly or not invested prudently 

with the result that the employee finds 

himself without regular income in his post - 

retirement days. Pension is therefore an ideal 

method of retirement provision because the 

benefit is in the form of regular income. It is 

wise to provide for old age, when we have 

regular income during our earning period to 

take care of rainy days. Financial 

independence during old age is a must for 

everybody. 

Unit Linked Insurance Policy (ULIPs): Unit 

Linked Insurance Policies (ULIPs) offer a 

combination of investment and protection 

and allow you the flexibility and choice on 

how your premiums are invested. In Unit 

Linked Plans, the investment risk portfolio is 

borne by you as you ate the investor. 

Typically, the policy will provide you with a 

choice of funds in which you may invest. You 

also have the flexibility to switch between 

different funds during the life of the policy. 

The value of a ULIP is linked to the prevailing 

value of units you have invested in the fund, 

which in turn depends on the fund’s 

performance. In the event of death or 

permanent disability, the policy will provide 

the Sum Assured (to the extent you are 

covered) so that you can take comfort in 

knowing that your family is protected from 

sudden financial loss.  

A ULIP has varying degrees of risk and 

rewards. There are various charges applicable 

for Unit Linked Policies and the balance 

amount out of the premium is only invested in 

the fund/funds chosen by you. It is important 

to ask your insurer or agent or broker 

questions to understand the sum total of 

charges that you have to incur. It is important 

to assess your risk appetite and investment 

horizon before deciding to buy a ULIP policy. 

You must also read the terms and conditions 
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of the policy carefully to understand the 

features of the policy including the lock-in 

period, surrender value, surrender charges 

etc. 

All the types of plans mentioned above can be 

offered under ULIP plans. 

Benefits of life Insurance 

 Superior to any other savings plan: Unlike 

any other savings plan, a life insurance 

policy affords full protection against risk of 

death. In the event of death of a 

policyholder, the insurance company 

makes available the full sum assured to the 

policyholders’ near and dear ones. In 

comparison, any other savings plan would 

amount to only the total savings 

accumulated till date. If the death occurs 

prematurely, such savings can be much less 

than the sum assured which means that 

the potential financial loss to the family is 

sizable. 

 Brings compulsory savings:  A savings 

deposit can easily be withdrawn. The 

payment of life insurance premiums 

however is considered to be of great 

importance and that cannot be trespassed. 

It is viewed with the same seriousness as 

the payment of interest on a mortgage. 

Thus, life insurance policy in effect brings 

about compulsory savings. 

 Easy settlement and protection against 

creditors: A life insurance policy is the only 

financial instrument the proceeds of which 

can be protected against the claims of 

creditor of the assured by effecting a valid 

assignment of the policy. 

 Administering the legacy for beneficiaries: 

Speculative or unwise expenses can quickly 

cause the proceeds to be squandered or 

wasted. Several policies have foreseen this 

possibility and provide for payments over a 

period of years or in combination of 

installments and lump sum amounts. 

 Ready marketability and suitability for 

quick borrowing: A life insurance policy 

can, after a certain time period (generally 

three years), be surrendered for a cash 

value. The policy is also acceptable as a 

security for a commercial loan, for example 

a home loan or a student loan. It is 

particularly advisable for housing loans 
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when an acceptable LIC policy may also 

cause the lending institution to give loan at 

lower interest rate. 

 Disability benefits: Death is not the only 

hazard that is insured; many polices also 

include disability benefits. Typically, these 

provide for waiver of future premiums and 

payment of monthly installments spread 

over a certain time period. 

 Accidental death benefits: Many policies 

can also provide for an extra sum to be 

paid (typically equal to the sum assured) if 

death occurs as a result of accident. 

Non-Life Insurance  

Non life Insurance or General Insurance is 

insurance other than life including fire, 

marine, or miscellaneous insurance whether 

carried separately or in combination. The 

general insurance products are of two types. 

The first are those policies which are optional 

i.e., at the behest of the insured. The other 

policies are mandatory, for example, motor 

insurance and public liability (for corporate 

class).  

Types of Non-Life Insurance 

Fire Insurance Building or flat 

Furniture fixtures and other items 

Loss of profit, i.e., consequential loss 

Motor Insurance Various types of cars, trucks, two wheelers, three wheelers, etc. 

Miscellaneous Insurance Personal accident 

Burglary, theft 

Workmen’s compensation 

Fidelity guarantee 

Cancer 

Medi-claim 

Comprehensive package policy for jewelry, TV VCR, furniture, etc. 
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Videsh Yatra Policy: a personal accident insurance for overseas travelers 

Marine Cargo Insurance Cargo in transit 

Cargo declaration policy 

Marine Hull Insurance Inland vessels, ocean going vessels, fishing and sailing vessels, freight at risk, 
construction of ships, voyage insurance of various vessels, ship breaking, insurance 
awaiting breakup, Insurance oil and energy in respect of onshore and offshore risks 
including construction risk 

Non – traditional / Rural Cattle / Hens 

Crop 

Water pump for agriculture 

Hut 

Other Livestock 

 

Benefits of Non-Life Insurance 

 Medical and Health insurance – take care 

of your medical bills if you need to undergo 

any medical treatment. 

 Accident Insurance – takes care of 

expenses incurred in relation to an 

accident. For example, compensation to be 

paid to aggrieved party in case you are the 

defaulting party, medical bills, cost of 

repairs etc. 

 Motor vehicle/ Auto insurance – takes care 

of the cost of repairs to your motor vehicle 

in case of an accident. Optionally, it also 

takes care of compensation for damage 

occurring due to the fault of any other 

party. Most insurance policies also provide 

a cover against theft or damage to the 

motor vehicle. Insurance cover is also 

available for two/ three wheelers. 

 Travel Insurance – takes care of expenses 

incurred due to any unforeseen event 

during travel. 

 Home Insurance – it covers expenses 

incurred in the event of robbery or damage 

to property in case of fire, earthquake etc. 

Mortgage insurance is a variant of home 

insurance that takes care of loan or 
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mortgage payments in the event of a 

contingency. 

 Personal liability insurance- this kind of 

insurance is relatively new in the insurance 

sector. It takes care of any liability arising 

while conducting one’s profession. 

Doctors, lawyers and other professionals at 

risk of being sued by their clients may find 

this insurance very beneficial. 

Pricing 

Pricing in financial services is not an easy task 

as it has to see beyond the mere exercise of 

‘cost-plus’ or similar other models that are 

normally associated with costing in the 

domain of tangible goods. The complication 

takes a further step up in insurance where it is 

only a ‘promise to perform in future’ that is 

sold. The players thus have the onerous task 

of getting into the assessment of the several 

variables that together comprise the raw 

material for the contract that promises the 

delivery of performance on a future 

contingent event. The exercise is further 

replete with different variables for different 

classes of insurance; and thus poses a huge 

challenge in bringing objectivity in the 

ultimate pricing of a product. For example: 

the mortality tables form the basic crux of 

pricing in a life insurance contract and it is 

one’s guess as to how difficult it is to generate 

mortality statistics at short intervals, 

considering the enormity of the exercise, as 

also the inventions in the domain of medicine 

and the technology associated with it. If the 

prices are based on mortality tables which are 

very ancient, would it not amount to charging 

a premium that is not really commensurate 

with the risk? Insurers should, in such a 

situation, compensate the policyholders 

suitably in order to justify the premiums. 

Similarly, in various segments of non-life class, 

insurers should be aided by the statistics and 

data of the details pertaining to the risks that 

are to be priced suitably. Further, it should 

also be ensured that the prices are charged at 

some standardized levels rather than 

proposing huge discounts on the basic prices 

in order to muster higher levels of business. 

Apart from leading to a mad race for business 

among the several players, such under-cutting 

of prices renders a certain undesirable 

gracelessness to the entire value chain. There 

is need also for arriving at the prices based on 
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all factors that go into underwriting the risk. 

Insurers should ensure to generate operating 

surpluses rather than having to depend on 

investment income to offset the losses 

incurred in regular business. For one thing, 

such tendencies smack of lopsided business 

priorities; and for another, it is too risky to 

depend on extraneous factors in a highly 

volatile economic scenario. 

Pricing in Life Insurance 

The three main factors used for determining 

the premium rates under a life insurance plan 

are mortality, expense and interest. 

Significant changes in any of these factors 

normally entail revision of premium rates. 

 Mortality: The average rate of mortality is 

one of the main considerations when 

deciding upon the pricing strategy. In a 

country like South Africa which is 

unfortunately plagued by a host of diseases 

especially like AIDS, the threat to life is very 

important. The price of the installments, its 

frequency and its premium charges are all 

decided accordingly. 

 Expenses: the cost of processing, the kind 

of infrastructure costs involved and the 

payment made to the agents, reinsurance 

companies as well as the registration etc. 

are all incorporated into the costs of the 

installments and premium sum and forms 

the integral part of the pricing strategy. 

 Interest: The interest rate is one of the 

major factors, which determines people’s 

willingness to invest in insurance issues. If 

the interest rate provided by the banks of 

other financial instruments is much greater 

than the perceived returns from the 

insurance premiums then the people 

would not be willing to put their funds in 

this sector.   

Pricing in Non-Life Insurance 

Pricing is based broadly on high-leveled 

statistics and stochastic actuarial knowledge, 

used in all types of general insurance, but 

differently with regard to various product 

lines. Every line of business within general 

insurance is priced on the basis of certain 

characteristics that define that particular 

product line. 
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 Motor insurance is priced by predicting a 

certain number and amount of claims in 

the future based on exhaustive analysis of 

prior year trends. In addition to such 

predictive modelling, Motor insurance 

pricing can be made better with demand or 

policyholder behaviour modelling. 

 Pricing in Accident and Health accounts for 

costs involved in medical care, income 

protection and workers compensation. 

 Fire insurance pricing takes into account 

losses to cover property and business 

interruption; and is largely based on 

attritional and large loss models. 

 Aviation being a closed finite market drives 

pricing through special models that are 

based on total market data. 

 Marine pricing takes into account special 

clauses as it plays out in the world-wide 

market. 

 Financial insurance pricing has a high 

correlation with asset risk across 

underwriting years and depends on 

economic scenarios. 

 Engineering pricing takes into account 

multi-year exposures and such exposure 

rating is expert driven. 

 Pricing for General liability is based 

generally on occurrence basis whereas 

subclasses like professional or product 

liability are often on claims made basis. It is 

important to have knowledge of the 

market, inflation and legal environment 

when pricing for this line. 

Pricing Components 

The elements that go into the making of the 

price are: 

1. Claims cost – this includes claims paid along 

with settlement expense, estimate for 

outstanding claim, and provision for reserves 

for IBNR (Incurred but not reported) and 

IBNER (Incurred but not enough reported). 

2. Business acquisition cost – this includes 

commission, brokerage and business 

development cost, etc. 

3. Management expenses – this includes 

salaries, rent and such other expenses 

essential for running an organization. 
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4. Profit – return on the cost of capital. The 

premium part that takes care of only claims 

cost is called pure / risk premium. This part is 

then sufficiently loaded to take care of other 

elements to arrive at the final premium. Apart 

from this contingencies like risk of 

catastrophe / conflagration should also be 

kept in mind along with reinsurance support 

and cost thereof. While pricing, the following 

commercial aspect cannot be ignored: 

1. Inflation - claim cost may rise due to fall in 

the value of money 

2. Interest rate - change in interest rate will 

directly affect investment income 

3. Exchange rate - in present day globalised 

set-up, exchange rate will have obvious 

bearing on insurance transactions 

4. Price competition from other players - 

insurance companies have to do the balancing 

act between offering competitive price and its 

adequacy 

Therefore, full Premium that should be 

charged = 

Risk Premium (inclusive of margins for large 

loss) + Management Expenses + Commissions 

+ Profit margin + Cost of regulatory capital + 

Cost of conducting Social Business + Cost of 

Commercial Motor TP Pool - Credit for 

investment income + Margin for adverse 

deviation 

Place (Distribution) 

This component of the marketing mix is 

related to two important facets: i) Managing 

the insurance personnel, and ii) Locating a 

branch.  

The management of agents and insurance 

personnel is found significant with the 

viewpoint of maintaining the norms for 

offering the services. This is also to process 

the services to the end user in such a way that 

a gap between the services- promised and 

services -- offered is bridged over. In a 

majority of the service generating 

organizations, such a gap is found existent 

which has been instrumental in making worse 

the image problem.  

The transformation of potential policyholders 

to the actual policyholders is a difficult task 
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that depends upon the professional 

excellence of the personnel. The agents and 

the rural career agents acting as a link, lack 

professionalism. The front-line staff and the 

branch managers also are found not assigning 

due weight-age to the degeneration process. 

The insurance personnel if not managed 

properly would make all efforts insensitive. 

Even if the policy makers make provision for 

the quality upgrading the promised services 

hardly reach to the end users.  It is also 

essential that they have rural orientation and 

are well aware of the lifestyles of the 

prospects or users. They are required to be 

given adequate incentives to show their 

excellence.  

While recruiting agents, the branch managers 

need to prefer local persons and provide them 

training and conduct seminars. In addition to 

the agents, the front-line staff also needs an 

intensive training programme to focus mainly 

on behavioral management.  

Another important dimension to the Place 

Mix is related to the location of the insurance 

branches. While locating branches, the branch 

manager needs to consider a number of 

factors, such as smooth accessibility, 

availability of infrastructural facilities and the 

management of branch offices and premises. 

In addition it is also significant to provide 

safety measures and also factors like office 

furnishing, civic amenities and facilities, 

parking facilities and interior office decoration 

should be given proper attention.  

Thus the place management of insurance 

branch offices needs a new vision, distinct 

approach and an innovative style. This is 

essential to make the work place conducive, 

attractive and proactive for the generation of 

efficiency among employees. The branch 

managers need professional excellence to 

make place decisions productive. 

The distribution channels in case of insurance 

services are as follows: 

Agents 

An insurance agent is a person who holds a 

licence to act as an insurance agent for a life 

insurer or a general insurer. 

“Composite insurance agent” means an 

insurance agent who holds a licence to act as 
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an insurance agent for a life insurer and a 

general insurer. 

“Corporate Agent” means a person other than 

an individual, a firm or a company formed 

under the Companies Act, 1956. 

IRDA has regulated the procedure for 

licensing of agents and their minimum 

qualifications; compulsory training, and 

passing of an examination conducted by 

Insurance Institute of India has been made 

mandatory before a licence can be obtained. 

Table 5: Details of Individual Agents of Life Insurers 

 

Insurer 

As on 

1
st

 April, 
2012 

 

Additions  

 

Deletions 

As on 

31
st

 March, 
2013 

Private  

LIC 

10,80,651 

12,78,234 

2,83,386 

2,81,766 

4,14,263 

3,87,017 

9,49,774 

11,72,983 

Industry 
Total 

23,58,885 5,65,152 8,01,280 21,22,757 

Source: IRDA Annual Report 2012-13 

The year 2012-13 witnessed 10.01 per cent 

decrease in the number of individual agents. 

The number declined from 23.58 lakh as on 

31st March, 2012 to 21.22 lakh as on 31st 

March, 2013. While the private life insurers 

recorded a decrease of 12.11 per cent, LIC 

showed a decrease of 8.23 per cent. LIC has 

on its roles, a higher number of individual 

agents than all private life insurers put 

together. At the end of the year 2013, while 

the number of agents with LIC stood at 11.72 

lakh, the corresponding number for private 

sector insurers was 9.49 lakhs. The 

corresponding previous year numbers were 

12.78 lakh and 10.80 lakh respectively. 

One major concern that emerges from the 

above is the high percentage of attrition of 

agents which the industry witnessed in the 

previous year as well. In 2012-13, while the 

total number of agents appointed was 5.65 

lakh, the number of agents terminated was as 

high as 8.01 lakh. The scenario was worse for 

private insurers as compared to LIC. While 
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private insurers appointed 2.83 lakh agents, 

4.14 lakh agents were terminated. On the 

other hand, in case of LIC, 3.87 lakh agents 

were terminated while it appointed 2.81 lakh 

agents. Such high attrition may adversely 

affect life insurers business, policy persistency 

and public perception of the agency channel 

as a stable career. It is, therefore, in the 

interest of all the stakeholders to work on 

reducing the turnover of agents and build a 

stable and growing agency force. 

As on 31st March, 2013, there were 739 

corporate agents. The number of Corporate 

Agents declined by 16.21 per cent from 

Table 6: Details of Corporate Agents of Life Insurers 

 

Insurer 

As on 

1
st

 April, 
2012 

 

Additions  

 

Deletions 

As on 

31
st

 March, 
2013 

Private 

LIC 

642 

240 

140 

21 

250 

54 

532 

207 

Industry 
Total 

882 161 304 739 

Source: IRDA Annual Report 2012-13 

882 as on 31st March, 2012 to 739 as on 31st 

March, 2013. While 161 new agents were 

added during 2012-13, licenses of 304 

corporate agents were cancelled. In case of 

LIC, 54 corporate agent licenses were 

cancelled and 21 new licenses were issued. 

While in case of private insurers 250 

corporate agents licenses were cancelled and 

140 new corporate agent licenses were 

issued. 

Role of Insurance Agent: Today's insurance 

agent has to know which product will appeal 

to the customer, and also know his 

competitor's products in the same space to be 

an effective salesman who can sell his 

company, the product, and himself to the 

customer. To the average customer, every 

new company is the same. Perceptions about 

the public sector companies are also 

cemented in his mind. The new companies are 
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looking for educated, aware individuals with 

marketing flair, an elite group who can be 

attracted only with high remuneration and 

the lure of a fashionable job, all of which may 

not be possible in this business with its price 

pressures and the complexity of selling 

insurance. 

The agency system is predominant in India as 

historically face-to-face contact was 

considered essential in selling an insurance 

product. The major business of the insurance 

industry comes through agency channel and is 

the most important channel of distribution for 

insurance services.  

The merits of agent advisors are: 

 They usually enjoy personal credibility with 

customers. 

 They provide various pre-sales and post 

sales services to customers. 

 Due to personal contact, agents can 

provide valuable feedback about the need 

and expectation of consumers. This helps 

insurers to develop new products. 

Brokers  

In life insurance, brokers in the urban arena 

can attract the elite and the upper middle 

class customer. Brokers represent the 

customer and will sell the products of more 

than one company. They seek to determine 

the best fit for the client and can effectively 

address the mind block faced by the public 

about the various companies. This is 

applicable in the case of life insurance for the 

high-end and corporate/group segment. 

In the non-life segment, broking is not entirely 

new, as reinsurance brokers were arranging 

exotic covers. For individual customers also, 

with a wide range of competitive products, 

the broker can get a good deal. The corporate 

broking companies will have to play a 

prominent role. 

"Composite Broker" means an insurance 

broker who for the time-being licensed by 

IRDA to act as such, for a remuneration, 

arranges insurance for his clients with 

insurance companies and/or reinsurance for 

his client/s. 

"Direct Broker" means an insurance broker 

who for the time-being licensed by IRDA to 

act as such, for remuneration carries out the 
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functions either in the field of life insurance or 

general insurance or both on behalf of his 

clients. 

"Reinsurance Broker" means an insurance 

broker who, for remuneration, arranges 

reinsurance for direct insurers with insurance 

and reinsurance companies. 

Table 7: State-wise Spread of Insurance Brokers 

S. No. State As on 31.06 2013 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

Maharashtra 

New Delhi  

West Bengal  

Tamil Nadu  

Andhra Pradesh  

Uttar Pradesh  

Gujarat  

Karnataka  

Punjab  

Kerala  

Rajasthan  

Chandigarh  

Madhya Pradesh  

Haryana 

113 

70 

32 

30 

21 

21 

13 

13 

11 

11 

6 

4 

3 

2 

Total 350 

Source: IRDA Annual Report 2012-13 

Telemarketing, Direct Mail and Face to Face 

Sales 

Initially, insurance was seen as a complex 

product with a high advice and service 

component. Buyers prefer face to face 

interaction and place a high premium on 

brand names and reliability. Direct telephone 

calls from the insurance agents or brokers are 
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common these days for buying an insurance 

plan. Direct mail can also be used as a 

distribution channels for insurance 

companies. 

The major advantage of telemarketing is that 

it involves human interaction, which facilitates 

two-way communication and gives immediate 

feedback. Moreover, a telemarketing agent 

can handle a large number of customers in a 

day, which makes it a cost effective and 

productive marketing medium. 

Direct selling continues to be the dominant 

channel of distribution for group business, 

with a share of 90.66 per cent of premium 

during 2012-13. The corresponding share in 

the previous year was 87.46 per cent. While 

LIC procured 3.12 per cent of the group 

business through its traditional individual 

agency force, private insurers procured 4.08 

per cent through this channel. 

Internet 

Though India is joining the fast growing breed 

of net users, using net for transactions has not 

yet caught up. Though a few banks provide 

online banking, the usage is still a small 

fragment. The insecurity associated with 

transactions over the net is still an inhibiting 

factor. At present most of the insurance 

companies have product information and/or 

illustrative tools on the web. 

We do not see the web evolving into a means 

for direct selling of insurance in the current 

scenario. In the Indian market, where 

insurance is sold after considerable 

persuasion even after face-to-face selling, the 

selling over the net, which must be initiated 

by the client, would take some more time. 

While the technology capability is there, 

improvements in bandwidth and 

infrastructure are needed. Also needed are 

simpler products where auto-underwriting is 

feasible. Automobile insurance, one of the 

segments of insurance purchased "off the 

shelf" in India, would be the ideal segment to 

start with. On the life side, term assurance for 

standard lives with simplified underwriting is a 

possibility. 

These channels by themselves will not be able 

to overcome the mindset of the people, but 

rather can only be enablers for the human 

channels. Given the rapid use of internet 

users and mobile phone subscribers, internet 

marketing will likely become a very significant 
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channel for both life and non life insurance in 

India. 

Mobile 

While face-to-face remains the primary form 

of interaction for most insurance customers, 

mobile has become vital in the drive to meet 

customer needs in terms of access, with a 

growing number of customers using their 

mobile phones to engage with insurers. In 

fact, mobile is becoming the channel of choice 

for a number of customer interactions, 

especially on the research and servicing side, 

so insurance executives are exploring 

different ways in which mobile can play a role 

throughout the insurance value chain. 

There Are Many Reasons for Insurers to 

Invest in Mobile Distribution Channels 

Overall, though, insurance executives see 

mobile as an important access point for 

supporting overall customer experience, 

rather than just viewing it as another sales 

channel. 

The most often cited reasons for investing in 

mobile are customer demands for 

anytime/anywhere/any device service, 

keeping up with the competition, the need to 

reduce customer service costs, the increasing 

use of mobile devices in general, and the 

desire to boost cross-selling/up-selling. There 

are various drivers of change in each of those 

areas. For example: 

 Anytime/anywhere/any device service. 

Customers today are seeking high-quality 

anytime (24X7), anywhere (face-to-face, 

voice, Internet), and any device (PC, 

smartphone, tablet) access for their 

research, purchase, and service 

interactions. 

 Keeping up with the competition. To 

maintain and increase market share in an 

intensely competitive market, insurers 

need to provide the mobile options 

increasingly being demanded by their 

existing and prospective customers. Mobile 

functionality is beginning to influence 

insurance shopping decisions, and an 

increasing number of new shoppers are 

asking for it. 

 Reducing customer service costs. Compared 

with face-to-face, phone, and Internet/PC 

channels, Mobile is a cheaper way to reach 

customers. Insurance companies can also 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 149 www.internationalbusinessjournals.com 

reduce their customer service costs by 

increasing the use of self-service options 

among mobile consumers, thereby 

deflecting customer service interactions 

from branches or call centres. 

 Increasing mobile usage. Today, a large 

number of customers have access to 

mobile networks, and the smart phone 

share of the total mobile audience is 

growing rapidly. 

 Boosting cross-selling/up-selling. 

Consumers are more likely to check cross-

sell recommendations, pre-approved 

online discounts, and integrated product 

offerings on their mobile phones than via 

any other channel, due to the speed, 

convenience and ease of access. 

Bancassurance 

Bancassurance – a term coined by combining 

the two words bank and insurance (in French) 

– connotes distribution of insurance products 

through banking channels. Bancassurance is 

an established and growing channel for 

distribution of insurance products, though its 

penetration.  

Bancassurance as a distribution strategy 

involves selling insurance products via branch 

network of banking organisations. The tie-ups 

between the insurance companies and banks 

are doing reasonably well in India, through 

different types of Bancassurance models. One 

of the drivers for the growth in insurance 

sector is the contribution of the private sector 

of the banking industry. The private life 

insurers have been instrumental in building 

strong relationships with established banks 

for Bancassurance. Cooperative banks and 

regional rural banks are seen as a cost-

effective vehicle for insurers to tap into rural 

communities and fulfil their rural sector 

obligations. 

Bancassurance – A Win-Win Strategy 

• Benefits to Banks 

– Improvement in profitability/productivity 

– Increase in customer loyalty 

– Increase in Return on Assets without 

increasing Assets  

– Increase in shareholders’ value 

– Better utilization of manpower, branch 

network 

– Creation of sales-oriented culture 

• Benefits to Insurance Companies 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 150 www.internationalbusinessjournals.com 

– Lower cost of customer acquisition 

– Penetration in untouched territory 

– Increase in volume and profit 

– Improved brand equity 

• Benefits to Customers 

– One stop shopping for all financial services 

– Lower cost of insurance 

– Hassle-free post-sales services 

– New products/services 

Non-Financial Organizations 

Another innovative distribution channel that 

can be used is the non-financial organisations. 

For example, insurance of consumer items 

such as refrigerator, mobile and laptops can 

be offered at the point of sale. Selling 

insurance through this channel can increase 

the sales of the insurance companies. 

Worksite Marketing 

Another potential channel that reduces the 

need for an owned distribution network is 

worksite marketing. Worksite or workplace 

marketing is the distribution of financial 

products at the workplace, paid for by 

employees, but facilitated and endorsed by 

the employer. The success of worksite 

marketing depends on the education and 

understanding of producers and customers, as 

well as employer cooperation and the cost 

effectiveness of products and enrolment 

process. 

This area needs to be tapped, as in any 

country one of the biggest markets is through 

the worksite. With changes in human 

resources management polices and 

compensation packages, group products or 

work site products do have a definite market 

that cannot be ignored. Insurers can market 

pensions, health insurance and even general 

covers through employers to their employees. 

Here the advantages would be: 

 Captive customer base 

 Potential to sell individual insurance and 

group insurance 

 High trust factor 

 High hit ratio for the intermediaries 

The challenges would be the cost 

effectiveness, product customization and 

efficient post sales servicing, which would 

determine continued business. Technology 

has a key role to play in worksite marketing to 

ensure cost benefits. Banks and financial 

institutions have been successfully marketing 
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credit cards and other financial products using 

this channel. If not an identical model a 

similar approach can be used for selling 

insurance. 

Invisible Insurer 

In this model, the insurance company or its 

representative is not the entity marketing the 

products. The insurance cover is sold by an 

automobile /credit card company as an add-

on product leveraging the brand of the 

retailer. The risk is carried by the insurance 

company, which underwrites it. Products like 

creditor insurance, automobile insurance, and 

credit card related insurance could be 

distributed using this channel. This model can 

be adopted in all market segments for the 

lines of business mentioned. It is already 

prevalent in some areas like credit card 

insurance and crop insurance for agricultural 

loans. 

Maruti Suzuki one of the leading car sellers in 

the Indian market has a tie up with insurance 

companies like Bajaj Allianz General Insurance 

and National Insurance Company Limited.  

Use of Social Media as a Distribution Channel 

Social media platforms such as Facebook, 

LinkedIn, and Twitter have witnessed rapid 

growth over the last few years. Social media is 

now acknowledged as a growing phenomenon 

for the insurance industry. Customers 

increasingly use social media platforms to 

obtain sales-related advice from their friends, 

family and other contacts, and gain feedback 

on various products and services, including 

those in the insurance domain. They also 

expect insurance companies to have a 

presence on social networking sites. 

Customers are also having some of their 

insurance related queries resolved by sharing 

their concerns publically on these platforms, 

pushing companies to respond.  

The initial focus of insurers’ social media 

strategies has been aimed at low-level 

communication and marketing of new 

products and services. While many insurers 

now relate social media to a mass marketing 

tool, there are many other applications as 

well including: gaining customer feedback; 

resolving queries in real-time; providing 

product updates; and as an information 

source for insight generation and fraud 

investigation. Social media platforms along 
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with the online channels can also help remove 

geographical limitations that agents face 

when serving their clients. 

Micro Insurance 

Micro insurance is insurance characterised by 

low premiums or low caps, or low coverage 

limits, sold as part of a typical risk pooling and 

marketing arrangements. It is designed for 

low-income people and businesses not served 

by traditional, social or commercial insurance 

schemes. Micro insurance operates primarily 

through three different business models: 

partner-agent model, provider-driven model 

and community-based/mutual model. 

The partner-agent model is widely used in 

India, where a micro finance institute partners 

with an insurance company to provide health 

micro insurance. In this an insurance agent is 

responsible for the sales and product servicing 

within the boundaries of the products that the 

insurance company sells. 

Traditionally, micro finance is distributed 

through micro finance institutions. However 

insurers are finding new ways to reach a wider 

customer base. In some case, the insure 

works with a non- governmental organisation 

(NGO) to identify micro agents. To micro-

agents are generally women who come from 

self-help groups. This model has proven to be 

successful in India. Insurers are also turning to 

retailers that sell goods and services to lower 

income households since retailers provide a 

more extensive distribution network at a 

lower cost. Retailers also enjoy trust among 

lower-income households, which is essential 

for selling financial products like insurance. In 

India, Bajaj Allianz covers more than 2 million 

people in rural areas through micro insurance. 

Table 8: New Business Under Micro Insurance 

NEW BUSINESS UNDER MICRO INSURANCE 

 PORTFOLIO 2012-13   (Premium in Rs. Lakh) 

 

Insurer 

Individual Group 

Polici
es 

Premiu
m 

Schem
es 

Premium Lives 
Covere
d 
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Private 

LIC 

6959
04 

4340
235 

1018.5
4 

9949.0
5 

151 

5325 

756.89 

21045.76 

757450 

132238
72 

 5036
139 

10967.
59 

5476 21802.65 139813
22 

Note: New Business Premium includes first year premium 
and single premium. 

Source: IRDA Annual Report 2012-13 

While the individual new business premium 

under the micro insurance segment in 2012-

13 stood at Rs. 109.67 crore for 50.36 lakh 

new policies, the group new business 

premium accounted for Rs. 218.02 crore 

covering 1.39 crore lives. LIC contributed a 

significant component of the business 

procured in this portfolio by garnering Rs. 

99.49 crore of individual new business 

premium under 43.40 lakh policies and Rs. 

210.45 crore of group premium covering 1.32 

crore lives. 

In India and China, multiple types of micro 

insurance are being marketed. These policies 

are tailor-made and multi-level to fit the 

specific needs of the customer, including crop, 

livestock, machinery and property insurance, 

in which an individual farmer pays a small sum 

for extensive insurance coverage. In India 

mobile offices are being utilised for selling 

micro insurance. For example, Alegion 

Insurance Broking Ltd. Has being using vans as 

retail shops to sell insurance products cost 

effectively in small towns and villages 

Promotion 

It includes the various ways of communicating 

to the customers of what the company has to 

offer. It is about communicating about the 

benefits of using a particular product or 

service rather than just talking about its 

features. The insurance services depend on 

effective promotional measures, so as to 

create impulsive buying. The insurance 

services depend on effective promotional 

measures. In a country like India, the rate of 

illiteracy is very high and the rural economy 

has dominance in the national economy. It 

is essential to have both personal and 

impersonal promotion strategies. In 
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promoting insurance business, the agents and 

the rural career agents play an important role. 

Due attention should be given in selecting the 

promotional tools for agents and rural career 

agents and even for the branch managers and 

front line staff. They also have to be given 

proper training in order to create 

impulse buying. 

Various techniques that can be used for 

effectively promoting insurance services are: 

Advertisements, Public Relations & Publicity, 

Direct Marketing, Sales promotion 

techniques, Personal Selling and Internet 

Marketing. 

Advertising and Publicity, organisation of 

conferences and seminars, incentive to 

policyholders are impersonal communication. 

Arranging exhibitions, participation in fairs 

and festivals, rural wall paintings and publicity 

drive through the mobile publicity van units 

would be effective in promoting the products 

of insurance, both life and non-life. 

People 

(People are) . . . All human actors who play a 

part in service delivery and thus influence the 

buyers' perceptions; namely, the firm's 

personnel, the customer, and other customers 

in the service environment 

In the marketing of Insurance services, role of 

people is important. The front-line staffs, the 

branch manager, agents, intermediary staff 

and other customers are people who play an 

important role in the service delivery.  The 

most important role in marketing of insurance 

service is that of the insurance agent who has 

a face to face interaction with the customers. 

Understanding the customer better allows 

designing appropriate products and services 

for the customers. Being a service industry 

which involves a high level of people 

interaction, it is very important to use this 

resource efficiently in order to satisfy 

customers. Effective selection and training of 

all types of staff is important. With regard to 

the selection of such staff, the services 

marketer must ensure that as a part of the 

selection process, care is taken to evaluate 

the extent to which the employees have the 

necessary skills, characteristics and attitudes 

to interact with customers effectively. 

Training, development and strong 

relationships with intermediaries are also the 

key areas to be kept under consideration. 



 
 

 

 
 
 
 

 
International Business Journals                                     Issue 6   June 2014 

 

ISSN   2348 –4063 
 

Copyrights Reserved   Page 155 www.internationalbusinessjournals.com 

Training the employees, use of IT for 

efficiency, both at the staff and agent level, is 

one of the important areas for increasing their 

efficiency. 

Process 

Process is the actual procedures, mechanisms, 

and flow of activities by which the service is 

delivered – this service delivery and operating 

systems. 

Process decisions involve determining the 

processes and procedures to be used in 

service product delivery, including systems 

and technologies which will be used to 

support these. The process should be 

customer friendly in insurance industry. The 

speed and accuracy of payment is of great 

importance. The processing method should be 

easy and convenient to the customers. 

Instalment schemes should be streamlined to 

cater to the ever growing demands of the 

customers. 

IT & Data Warehousing will smoothen the 

process flow. IT will help in servicing large 

number of customers efficiently and bring 

down overheads. Technology can either 

complement or supplement the channels of 

distribution cost effectively. It can also help to 

improve customer service levels. The use of 

data warehousing management and mining 

will help to find out the profitability and 

potential of various customers product 

segments. 

Physical Evidence 

Physical evidence is the environment in which 

the service is delivered, and where the firm 

and customer interact, and any tangible 

components that facilitate performance or 

communication of the service. 

The physical evidences include signage, 

reports, punch lines, other tangibles, 

employee‘s dress code etc. Evidence is a key 

element of success for all insurance 

companies. Physical evidence can be provided 

to insurance customers in the form of policy 

certificate and premium payment receipts. 

The office building, the ambience, the service 

personnel etc. of the insurance company and 

their logo and brand name in advertisements 

also add to the physical evidence. 

  Figure 2: Physical Evidence in Insurance Industry 
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The physical evidences that can be used in the 

insurance industry are: 

 Color Combinations 

 Dress of Staff 

 Policy certificate and premium payment 

receipts 

 Building/Infrastructure 

 Signage and Logos 

 Slogans 

 Cartoon Characters 

 Past Success Stories (Non-Life) 

 Achievements and Market Position, etc. 
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