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Executive Summary

In today’s competitive environment, markets are ob@og more
international, dynamic and customer-driven. Custemare demanding
more variety, and better quality and service, idrlg both reliability and
faster delivery. To achieve this, companies requnr®vative methods of

performance measurement.

Performance measurement is a mean of assessingegsoggainst stated
goals and objectives in a way that is unbiased gumhtifiable. It is a

process of developing indicators that report on dlseomplishment and
progress of the organization. It includes both #stting of targets for
designed performance and review of performancenapdhese targets.
There are four purposes of performance measureaerfbllow: (1) to

gauge success in achieving goals.(2) to providemetendations for
organizational change.(3) to give feedback to mamamt.(4) to assess

internal inputs and outcomes.

The performance measurement systems have beenymainhe design of
different types of such systems where measuremamtefvorks have been
advocated to have specific key characteristics etpihg organizations
identify appropriate measurement sets in assessirg performance.
Before 1990, most organizations used only finangieasures or indicators
for the performance measurement. But financial dgpacally reflect an
organization’s past performance. Therefore, theyy nm@t accurately

represent the current state of the organizationtat is likely to happen to

Vi



the organization in the future. Traditional finaalcmeasures do not cover
intangible assets, but the management of intangidets such as skills and
knowledge of employees, customer relationship, mmbvative process

became the major sources of competitive advantage.

Consequently, there have been various attemptslt@ shis problem by
developing new performance measurement technicges) as Strategic
Measurement and Reporting Technique — SMART (Lyacid Cross,

1991), the Balanced Scorecard (Kaplan and Nort@@2)land the European
and Foundation for Quality Management's (EFQM) Hereze Model

(Lewis, 1999).

The Balanced scorecard retains the traditionalnfirtd measures and
complements them with measures that are driveritafe performance.
The objectives and measures of the scorecard arwedefrom an
organizations vision and strategy and these vigamzational performance
from four perspectives: financial, customer, ingrbusiness process and
learning and growth. These four perspectives peth@ framework for the
Balanced Scorecard.

The first chapter gives an overview of performanoegasurement system
and Balanced Scorecard. It discusses objectives pefformance
measurement system, a review of major referenceemaodperformance
measurement system and why Balanced Scorecardi@al performance
management system. Finally the chapter describesutalBalanced

Scorecard, evolution of the concept, definitionmraaches and criticism of

Vi



the Balanced Scorecard. The chapter also contaalanBed Scorecard
application in the industry and BSC is used by fwt500 companies.

The second chapter is about the telecom industrg &eliance

Communications. It discusses global telecom ingusturrent scenario of
global telecom industry and Indian telecom industdystory of Indian

telecom industry from first operational land linesyear 1851 to launched
3G service in year 2011. There is growth storynafidn telecom industry,
subscriber growth during the past decade (2000ad0 details of major
telecom players in India. This chapter also comstaabout Reliance

Communications from starting phase to current posibf the company.

The third chapter is about research plan and proeedt includes the
research problem, review of literature and objediof the study. The
broader objective of the study is to measure to¢gaformance of Reliance
Communications through Balanced Scorecard, whishilsdivided into; (1)
To Measure Customer Perspective of RCOM, (2) ToddealLearning and
Growth Perspective of RCOM, (3) To Measure IntefBatiness Process
Perspective of RCOM and (4) To Measure Financiaspaetive of RCOM.
Researcher has used primary and secondary dasaddtai is collected from
various sources especially from published annupbnie of the sample
company and structured questionnaire. The periodnieasurement of
financial performance is from FY 2006-07 to 2010alt other related data
are collected through structured questionnairedilup by customers and
employees of Reliance Communications respectivdlyMambai and

working at head quarter (Mumbai). The collectedadate then classified

viii



and used statistical tools like F-test, T-test &id-square technique was

used.

The forth chapter analyses customer perspectivesuneiment of RCOM.
Based on structure questionnaire, collect the datn 317 RCOM
customers at Mumbai city for measuring customelsfsation score.

Hypotheses are also tested using various techniques

The fifth chapter analyses learning and growth gessBve and internal
business process perspective measurement of RC@bsedBon structure
guestionnaire, collect the data from 100 employ&#eRCOM working at
head quarter Mumbai for measuring job satisfactisnore and
organizational perception score. Hypotheses am talsted using various

techniques. Hypotheses are also tested using waectniques.

The sixth chapter is about the measuring finamqpmalormance RCOM. The
researcher has considered key financial performamdieator for measure
financial performance. Key indicators are Return Asset, Return on
Equity, Return on Investment, Earnings per ShackMarket value of the

firm.

The seventh chapter is overall summary, findingd eonclusion. Finally
researcher provides Balanced Scorecard of Reli@ocemunications. The
chapter also contains study of customer perspecdiiuely of learning and

growth perspective, study of internal business gge@nd study of financial



perspective. Finally the chapter describes ovematiclusion of the study.

As an outcome of the study the researcher provB@¢anced Scorecard of

RCOM as below:

RELIANCE COMMUNICATIONSLIMITED

FINANCIAL PERSPECTIVE

STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
ROA 189.81%
By 2015, be amongs ROE 6.16%
the top 3 most valuec ROI 5.68%
Indian companies EPS 9.24

Market Value

Rs. 56762.81 cr

CUSTOMER PERSPECTIVE

STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
Customer experience Customer Satisfaction Score 76%
LEARNING AND GROWTH PERSPECTIVE
STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
Employees centercit Job Satisfaction Score 76%
Organizational Perception Score 75%
INTERNAL BUSINESS PROCESS PERSPECTIVE
STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
Connection with good voice quality 98.14%
Customer experience Resolution of billing /'charging / validity
complaints 100%

Accessibility of call center / customer care

95.23%
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RCOM:
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NTP
GSM
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List of Abbreviations
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Bharat Sanchar Nigam Limited

National Telecommunications Policy
Global System for Mobile Communications
Code Division Multiple Access
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Global Calling Card
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Internet Service Provider

Wireless Fidelity
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Chapter 1

Performance Measurement System

1.1 Performance Measurement: Introduction

* Performance measurement from management literatwte
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1.2Performance Measurement System

» Objective of performance measurement system

» A review of major reference model in performance
measurement system

» Different types of performance measurement tools

» Balanced Scorecard as a total performance
measurement system

1.3Balanced Scorecard: An Understanding
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Chapter: 1 Performance Measurement System

1.1

PERFORMANCE MEASUREMENT: INTRODUCTION

The concept of performance measurement is stréogivard: you
get what you measure, and you cannot manage ansysikess

you measure it.

The U.S.General Accounting Office (GAO) providese th

following definition:*

“Performance measurement is the ongoing monitorangy
reporting of program accomplishments, particulagyogress
towards pre-established goals. It is typically awtdd by
program or agency Management. Performance measuness
address the type or level of program activitiesdemted (Process),
the direct products and services delivered by gnar (outputs),
and/or the results of those Products and servicec@mes). A
Program may be any activity, project, functionpoticy that has

an identifiable purpose or set of objectives”.
Moullin defined performance measuremént:

“Performance measurement is evaluating how welawizations
are managed and the value they deliver for customaed other

stakeholders”

[2]



Chapter: 1 Performance Measurement System

In definition “evaluating how well” means not ontyeasuring but
also making a judgment. In order to evaluate peréorce we need
not only to measure it but also to know the contextvhich that
performance has been achieved. Performance measurean be
considered a sort of primary process and can ldeopéarger and
different processes: we measure performance tou&tealthe
performance of the organization inside, to evaludte
performance from outside, and to manage the pedoce So the

aims of performance measurement could be quitereift.

For years organizations have sought ways to efiegtimeasure
their performance against plan and to then cleamnijerstand the
meaning and cause for any resulting variances. @wer this
requirement has been transformed from ad hoc apipesato the
development and adoption of formal methodologiesr fo
performance measurement. Performance measuresoae tb

understand, manage, and improve organization aesvi
Effective performance measures can know as:
. How well we are doing? (Correct process repriedem);

. Are we meeting our goals? (Identification of th@als and

the reference standards);

[3]



Chapter: 1 Performance Measurement System

. Are our customers satisfied? (Control of the cpss

development);

. Are our processes in control? (Control organdati

effectiveness and efficiency parameters);

. Where improvements are necessary? (ldentificatomd

correction of problems).

They provide us the information necessary to maikelligent
decisions about what we do. A performance measucemposed
of a number and a unit of measure. The number gusesa
magnitude (how much) and the unit gives the nunabereaning
(what). Performance measures are always tied toah @gr an

objective (the target).

PERFORMANCE MEASUREMENT FROM
MANAGEMENT LITERATURE AND

UNDERSTANDING?®

Despite the importance of accurately measuring roxgéonal

performance in most areas of academic researcte Have been
very few studies that have directly addressed thestipn of how
overall organizational performance is or should raeasured.

Perhaps more importantly, none of these studiemsde have

[4]



Chapter: 1 Performance Measurement System

significantly influenced how overall organizationrformance is
actually measured in most of the empirical rese#inah uses this

construct as dependent measures.

In total, seven empirical studies on the measurémai
organizational performance were identified durimig study: Dess
and Robinson (1984), Rawley and Lipson (1985), Ghadethy
(1986), Venkatraman and Ramanujam (1987), Brush and
Vanderwerf (1992), Robinson (1995) and Murphy e(E)96). A

brief study of the same is as under.
DESS AND ROBINSON’S RESEARCH

Dess and Robinson examined the usefulness of divigiec
performance measures, specifically; they investdatthe
relationship between objective and subjective messaf return
on assets (ROA), growth in sales and global perdoice
measures. This study involved three phases ofaidiection from
26 manufacturing organizations using onsite inem& of CEOs
mail surveys of the top management teams and asuaiky of
CEOs. Conclusions were drawn from examining theo-peder

correlations between the six variables of interest.

Dess and Robonson found that top management’s civigje

evaluation of performance was highly correlatedhwebjective

[5]



Chapter: 1 Performance Measurement System

measures, suggesting that researchers may consisieg
subjective perceptual measures of ROA and salestigrander
certain conditions. The conditions include when echye
measures are not available and when the alterngtiie@ remove
the consideration of performance from the reseadeisign.
Another finding reported in the study was that ¢heés some
evidence that the global measures of organizatipadgbrmance
overlap with subjective and objective measures ©OARand sales
growth. However, the amount of unshared variandevden the
constructs implies that the global measures mayuoapsome
broader conceptualization of performance. In otherds, there
are more dimensions to overall organizational perémce than

ROA and sales growth.
RAWLEY AND LIPSON’'S RESEARCH °

Rawley and Lipson examined the relationships amsegeral
combinations of performance measures to demonstiiade
different common measures of financial performanie not
represent the same attributes. Of these comparigbesonly
overall performance measures that they found teela¢ed to each
other at statistically significant levels were Qeatio versus cash

flow return on investment. The other measures twahpared

[6]
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were clearly discriminate and do not measure tineeseonstruct.
The Q Ratio was proposed by Callard and kleinm&8%) as a
substitute for Tobin’s Q, and is calculated asrdt® of the value
of individual business units divided by the inftattadjusted

purchase cost of assets.
CHAKRAVARTHY’S RESEARCH °

Chakravarthy empirically compared seven exemplandiwith
seven ‘maladapted’ firms in the computer indusay determined
by corporate reputation. The criteria for selectithg samples
were criteria proposed by Peters and Waterman (1982
excellent firms. Chakravatthy's hypothesized that mmeans of the
two groups, excellent and non-excellent firms, wlodiffer along
common measures of performance. Accordingly, thmsasures
of performance that demonstrated that the meansh@ftwo
groups were statistically different would be thestomeasures of

performance for use in strategic management rdsearc
VENKATRAMAN AND RAMANUJAM’'S RESEARCH °©

Venkatraman and Ramanujam’s empirically examineddidgree
of convergence across methods of measuring busetEssmic
performance and in so doing demonstrated the gabegh, profit

growth and profitability were discriminate measuodsdifferent

[7]
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dimensions of business economic performance. Thipopa of
this study was not to empirically derive the bestasures of
business economic performance in the context ofvémables
selected by researchers, but rather to test theecgance of

methods used to obtain data on business economiapance.
BRUSH AND VANDERWERF'S RESEARCH?®

Brush and Vanderwerf' sexamined 34 different stsidie the
entrepreneurship literature that explicitly useanfiperformance
as the dependent variable. They found that 35 rdiftemeasures
of performance were used in those studies. Thecateld that
researchers perceived many different dimensionsedbrmance,
and that there was no agreement on what measutaallac
represent overall organizational performance. Thstrfrequently
used measures of performance were changes in sales,
organizational survival, changes in number of elygés and
profitability. Multiple objective measures were rhucmore
frequently employed that were subjective or pemt@pimeasures
of performance. Further, the primary means of dati@ction was
mail survey, and the primary sources of performant@mmation

were managers, executives, founders or owners.

[8]
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Brush and Vanderwerf conclude by stating that tley not
attempt to sort out the problem of which perforneaneeasures to
use. They note that the fact that 35 different qgremince
measures were used in just 34 studies indicatésnibee work
needs to be done to identify measures that maksestm use

across the studies.
ROBINSON'’S RESEARCH

Robinson examined ten different new venture peréomce
measures to determine which individual measure twasmost
effective in accurately assessing long-term economalue
creation. Each of performance measures were cédcufar the

three year period.
MURPHY, TRAILER AND HILL'S RESEARCH !

Murphy examined the variables used to measure @a@Eonal
performance in entrepreneurship research in thesyE287-1993.
They identified 51 articles published in the Acagerof
Management Journal, the American Journal of smakirgess,
Entrepreneurship Theory and practice, the JourfiaBusiness
venturing and the strategic Management Journal ekaticitly
used firm performance as dependent variables. identified 71

different dependent variables used to measure npeaftce in their

[9]
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1.2

sample. They subsequently categorized these vasiabto eight
separate dimensions of performance. They also fanad 75
percent of the sample articles used primary datacss, 29
percent used secondary data sources and only énpersed both.
The high dependence upon primary data sourcespisatyin
entrepreneurship research, since there were ggnaapublicly
available financial data sources for non-public pames.
Another finding was that the performance variablsed were

primarily financial rather that operational.

PERFORMANCE MEASUREMENT SYSTEMS

The performance measurement systems have beenyroairihe
design of different types of such systems where soreanent
frameworks have been advocated to have specific key
characteristics in helping organizations identifyppeopriate
measurement sets in assessing their performanceh Su
frameworks include the use of agjrategy, b) measuring both
tangible and intangible factors to build a balanegslv of the
organization, ¢) multi-dimensional systems reflegtall areas of
performance, d) systems encouraging comparisongebatgoals
and actions, and e) monitoring past and futureoperdnce'?

[10]
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There is consensus among researchers that perfoenmagasures
enable managers to best know their exact positidarms current
enterprise progress towards attainment of visiorgsion and
strategy. Researchers also state that an orgamzastrategy and
performance measures must be in alignment for pednce
measurement systems to succeed. This alignmentsoeduen
senior managers are able to convey the companyssioni and
vision, values and strategic direction effectivelyemployees and
other external stakeholders thus giving life tostanission and
strategy and making each employee aware of how ntleh
contribute to the success of the company and &kebblders’

measurable expectatioh.

According to some authors, performance measurebedroken
down into a number of individual performance measwand can
be generally categorized into one of the followieffectiveness,
efficiency, quality, timeliness, productivity, rability, price,
flexibility and safety”® However, the importance lies in
positioning performance measures in a strategitezoras they
influence what people doAccording to the authors, literature on

performance measures is diverse with each indiVidudhor

[11]
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tending to focus on different aspects of perforneameasurement

system design.

« OBJECTIVE OF PERFORMANCE MEASUREMENT

SYSTEM

1. Performance measurement system improves thenibdine by
reducing process cost and improving productivityl anission

effectiveness.

2. A performance measurement system allows ancggenalign

its strategic activities to the strategic plan.

3. Measurement of process efficiency providestiamral basis for

selecting what business process improvements te sk

4. Performance measurement system allows mans&yeientify
best practices in an organization and expand thmsiage

elsewhere.

5. The visibility provided by a measurement systsupports
better and faster budget decisions and controlretgsses in the

organization. This means it can reduce risk.

6. Visibility provides accountability and incergiv based on real
data, not anecdotes and subjective judgments. 3énges for

reinforcement and the motivation that comes frometition.

[12]
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7. It permits benchmarking of process performaaganst outside

organizations.

8. Collection of process cost data for many pagjepts allows us

to learn how to estimate costs more accuratelyufioire projects.

9. If you are in a US Federal agency, it's the.l&dtve Government
Performance and Results Act of 18§9&quire a strategic plan,
and a method of measuring the performance of gimate
initiatives.

10. Performance measurement system can raise you
agency'’s score, which can serve to increase ig-ferm chances

of survival.

« A REVIEW OF THE MAJOR REFERENCE MODELS IN

PERFORMANCE MEASUREMENT SYSTEM *

Developing a performance system, you should conside
conceptual reference model. Experience has shovat #h
reference model is particularly important when ywa beginning
to develop a measurement system for the first timditerature,
you can find different approaches. Following aremeo of

reference models

[13]
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THE BALANCED SCORECARD METHOD ¥/

In 1992, Robert Kaplan and David Norton introductue
Balanced Scorecard concepts as a way of motivaingd
measuring an organization’s performance. The cdntaes a
systematic approach in assessing internal resuhge probing
the external environment. It focuses as much onptioeess of

arriving at successful results, as on the reshéisselves.
The method looks at four interconnected perspe¢idmensions).

These are:
Financial — How do we look to our stakeholders?

Customer — How well do we satisfy our internal amdernal

customer’s needs?

Internal Business process: How well do we perfories internal

business processes?

Learning and Growth: Are we able to sustain inniovatchange,

and continuous improvement?

The Balanced scorecard provides a way for managetméook at
the well-being of their organization from the foudentified
perspectives. Each perspective is directly linkegérformance
targets.

[14]
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THE “CRITICAL FEW” METHOD 18

Managing too many indicators may produce diffenawbacks:
(1) losing sight of all the indicator impact (2) sttacting
management’'s focus from those indicators that &ee rhost
critical to organizational success, (3) no idemtify the
correlation/influence between two indicators. Theocgss of
simplifying and distilling a large number of penfioince measures
across the organization to select a “Critical feshbuld be viewed

as part of the performance measurement process.

The selection of a critical few set of performanceicators
highlights the need for a balance between inteamal external

requirements, as well as financial and non findmgasures.

PERFORMANCE DASHBOARDS?'®

A performance dashboard is an executive informatistem that
synthetically captures the performance level ofyatesn. The
concept of the basis of performance dashboardeisheing good
leader is like driving a car. After all, there ai@ many gauges on
the dashboard. While you are driving, you take mdténe level of
fuel, you watch the water level, and if an emergdmght were to

come on, you would notice that as well. These @l secondary

[15]
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observations, however, to the Driver's primary f®@f moving
the car safely in one direction while watching édistacles in the

road, including other drivers.

That is exactly what a good leader in an orgaromashould be
doing. A balanced set of performance indicatolgkesthe gauges
on the car; the mission is the destination’. Eatlhese gauges
represents an aggregation of measures, which gwvevarall

indicator of the performance. For example, the &mare gauge
could represent customer satisfaction. It is arcatdr made up of
several components, the number of last costumersyéputation,

etc.

THE EFQM (EUROPEAN FOUNDATION FOR QUALITY

MANAGEMENT) MODEL *°

The European Foundation for Quality Management (BFF@ a
membership based not for profit organization, @gah 1988 by
fourteen leading European businesses. Its missas tov be the
driving force for sustainable excellence in Eurammncerning

Quality management.

The EFQM model can be used to assess an orgamzati
progress towards excellence, independently of tigarozation’s

type, size, structure and maturity. The model rogorescriptive
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framework and recognizes there are many approdolahieving
sustainable excellence in all aspects of performamnbe model is
based on nine criteria (dimensions). Five of treseclassified as
‘Enablers’ and four as ‘Results’. The ‘Enabler’teria cover what
an organization does; the ‘Result’ criteria what aganization

achieves. Feedback from ‘Results’ help to imprdweablers’.

« DIFFERENT TYPES OF PERFORMANCE

MEASUREMENT TOOLS:

Description —“Approaches are Performance Effortpdheling On
How They Are Used”. Any or all of the following apgaches will
improve organizational performance depending orthdy are
implemented comprehensively and remain focused on
organizational results. Some of the following, eayganizational
learning and knowledge management, might be irgezdrmore
as movements than organization performance stestdgecause
there are wide interpretations of the concepts, allobf which
include focusing on achieving top-level organiza#b results.
However, if these two concepts are instilled acrabe
organization and focus on organizational resulisy tcontribute

strongly to organizational performance. On the othand, the

[17]
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Balanced Scorecard is deliberately designed toobgpoehensive

and focused on organizational results.

Balanced Scorecard Focuses on four indicators, including
customer perspective, internal-business procedsasying and
growth and financials, to monitor progress towardgaaization's

strategic goals

Benchmarking: Using standard measurements in a service or
industry for comparison to other organizations ndes to gain
perspective on organizational performance. For @@nthere are
emerging standard benchmarks for universities, itadspetc. In

and of itself, this is not an overall comprehengvecess assured

to improve performance; rather the results from chemark
comparisons can be wused in more overall processes.

Benchmarking is often perceived as a quality ihutea

Business Process Reengineeringims to increase performance
by radically re-designing the organization's swues and

processes, including by starting over from the gdoup.

Continuous Improvement: Focuses on improving customer
satisfaction through continuous and incrementalranw@ments to

processes, including by removing unnecessary #esviand

[18]
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variations. Continuous improvement is often peredivas a

quality initiative.

Cultural Change: Cultural change is a form of organizational
transformation, that is, radical and fundamentamfe@f change.
Cultural change involves changing the basic valneans, beliefs,

etc., among members of the organization.

ISO-9000: Is an internationally recognized standard of duali
and includes guidelines to accomplish the [ISO-968Gfhdard.
Organizations can be optionally audited to earn 93D
certification. Another major quality standard isetlBaldridge

Award. ISO-9000 is a quality initiative.

Knowledge Management Focuses on collection and
management of critical knowledge in an organizatmmncrease
its capacity for achieving results. Knowledge masrmagnt often
includes extensive use of computer technology.nad af itself,
this is not an overall comprehensive process agsiaremprove
performance. Its effectiveness toward reaching alveesults for
the organization depends on how well the enhancetical

knowledge is applied in the organization.

Talent Management: Talent management is a complex collection

of connected HR processes that delivers a simpieafimnental
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benefit for any organization. Talent managemenereefto the
skills of attracting highly skilled workers, of ggrating new
workers, and developing and retaining current warke meet
current and future business objectives. Talent gpamant in this
context does not refer to the management of emerta
Companies engaging in a talent management stratbidly the
responsibility of employees from the human rescidepartment
to all managers throughout the organization. Thecgss of
attracting and retaining profitable employees,tas increasingly
more competitive between firms and of strategicangnce, has
come to be known as "the war for talent." Talenhaggement is

also known as HCM (Human Capital Management).

Learning Organization: Focuses on enhancing organizations
systems (including people) to increase an orgaboizat capacity
for performance. Includes extensive use of primgpbf systems
theory. In and of it, this is not an overall confpeasive process
assured to improve performance. Its effectivenessitd reaching
overall results for the organization depends on heell the

enhanced ability to learn is applied in the orgatan.

Management by Objectives (MBO) Aims to align goals and

subordinate objectives throughout the organizatiddeally,
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employees get strong input to identifying their emlbjves, time
lines for completion, etc. Includes ongoing trackand feedback
in process to reach objectives. MBO's are oftercgpeed as a

form of planning.

Outcome-Based Evaluation (particularly for nonprofits):

Outcomes-based evaluation is increasingly usedicpkrly by

nonprofit organizations, to assess the impact eir thervices and
products on their target communities. The procesdudes
identifying preferred outcomes to accomplish witbegtain target
market, associate indicators as measures for edclhase
outcomes and then carry out the measures to agsesxtent of

outcomes reached.

Program Evaluation: Program evaluation is used for a wide
variety of applications, e.g., to increase efficies of program
processes and thereby cut costs, to assess ifapnogoals were

reached or not, to quality programs for accreditgtetc.

Strategic Planning Organization-wide process to identify
strategic direction, including vision, mission, was and overall
goals. Direction is pursued by implementing asgediaaction

plans, including multi-level goals, objectives, énlines and

[21]
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responsibilities. Strategic planning is, of course,form of

planning.

Total Quality Management (TQM): Set of management
practices throughout the organization to ensureotiganization
consistently meets or exceeds customer requireméitsng
focus on process measurement and controls as means

continuous improvement. TQM is a quality initiative

Total Productive Management (TPM): TPM is a systematic
approach to eliminate waste associated with prasluetgquipment
and machinery. TPM focuses on involving machinerafor in
the routine checks and cleaning of the machinesteall problems
earlier. Other areas of emphasis include miningizmachine
"downtime" resulting from unexpected breakdown8yfutilizing
a machine's capabilities, and tracking life cyctestc TPM is a
maintenance process developed for improving prodtctby
making processes more reliable and less wastefaM Ts an
extension of TQM (Total Quality Management). Thgeahbve of
TPM is to maintain the plant or equipment in goamhdition
without interfering the daily process. To achiewes tobjective,

preventive and predictive maintenance is required
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« BALANCED SCORECARD AS A TOTAL

PERFORMANCE MANAGEMENT SYSTEM #

Many of above improvement models have yielded gisagting

results. The models are often fragmented. They madye linked
to the organization’s strategy, not to achievingcsiic financial
and economic outcomes. Breakthroughs in performaagaire
major change, and that includes changes in the urmasnt and
management system used by an organization. Nawpdt a
more competitive, technological and capability -vein future
cannot be accomplished merely by monitoring andtrofimg

financial measures of a past performance.

Financial accounting model should have been exmhnie
incorporate the valuation of a company’s intangitdad
intellectual asset, such as high-quality produatsl @ervices,
motivated and skilled employees, responsive andligieble
internal processes, and satisfied and loyal cuswmm®uch a
valuation of intangible assets and company captigsilivould be
especially helpful since for information age compan these
assets are more critical to success than traditiphgsical and
tangible assets. If tangible assets and compangbdajes could

be valued within the financial accounting modegaoization that
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enhanced these assets and capabilities could coicabelrthis
improvement to employee, shareholders, creditors1d a

communities.

The collision between the irresistible force tolthuong-range
competitive capabilities and the immovable objedt tbe
historical-cost financial accounting model has tedaa new
synthesis: Balanced Scorecard. The Balanced Scdreetains
traditional financial measures. But financial measttell the story
of past events, an adequate story for industrial @mpanies for
which investments in long term capabilities and taoner
relationship was not critical for success. Thesarfcial measures
are inadequate, however, for guiding and evaludiegjourney
that information age companies must make to crieditee value
through investment in customer, suppliers, emplsypeocesses,

technology and innovation.

The Balanced Scorecard complements financial measafr past
performance with measures of the drivers of fupgeformance.
The objectives and measures of the scorecard arneeddrom an

organization’s vision and strategy.
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1.3 BALANCED SCORECARD: AN UNDERSTANDING

« EVOLUTION OF THE CONCEPT

Understanding how the concept of the BSC evolveukipful in
appreciating the thought process of researchethisnfield and
how the BSC evolved in scope. The Balanced Scaitdmatds on
some key concepts of management ideas of the pelstas the
Total Quality Management (TQM) approach, customefingd
quality, continuous improvement, employee empowetras well
as the basing of management and feedback on messre
(Balanced Scorecard Institute, 2067Driginating with the work
of the American statistician Edwards Deming, theV@oproach
encompasses employees and suppliers as well asmarst and
creates an organization committed to continuousrongment.
Quality improvement is achieved through the staastcontrol
and the reduction in variability of business preess According
to the Total Quality Management approach, qualityolves
everyone and all activities in an organization; imueet agreed
requirements, both formal and informal at the lawesst, first

time and every time; and quality must be mandged.

The basic idea of the Balanced Scorecard by KaghahNorton

(1992f* was simple and straightforward. Kaplan and Norton
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argued that ‘what you measure is what you get’ #drat ‘an
organization’s measurement system strongly affectia
behaviors of its managers and employees’. The &walwf the
concept of Balanced Scorecard from a rather raghegbrmance
measurement tool to a comprehensive strategic reamag tool
can be understood from the four Harvard BusinesseRRearticles

published by Norton and Kaplan in 1992, 1993, 1894 19967

According to Norton and Kaplan, the traditional afncial
accounting measures (eg. ROl and EPS) can giveeawiisig
signals for continuous improvement and innovatibo.defy the
heavy reliance on financial accounting measures, abthors
argued that senior managers establish a scoreaard)tmultiple
measures into account. The authors proposed acscdréhat used
both financial and non-financial metrics in measgnperformance
of organizations. They also focused on how manageight
identify the best measures in each of the fourpeatsves and
how to communicate it within the organization. Fgd.1 shows a
diagrammatic representation of Kaplan and Norta'gjinal
Balanced Scorecard design, based on that whichasppe their

1992 article.
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Figure No. 1.1

The Balanced Scorecard

Financial
* Objectives * Targets
* Measures  * Initictives
Customer Business Processes
» Objectives * Targets Strategy *» Objectives * Targets
* Measures  * Initiotives * Measures  * Initiatives

Learning & Growth

* Objectives * Targets
* Measures  * Initictives

(Source: Robert S. Kaplan and David P. Norton, Baéanced

Scorecard — Harvard Business Review, January-Fehri@92)

Kaplan and Norton have gradually refined a methoglplthat
seeks to align a balanced set of measures to amiaggion's
strategy. They use a top down method that emplasitaating
with the executive team and defining the organiredi strategic
goals, and then passing those goals downward, tisengalanced
Scorecard. They argue that success results frontrate@y-
Focused Organization, which, in turn, results fidtrategy Maps
and Balanced Scorecards. Figure 1.2 shows providavarview
of a strategy map. Kaplan and Norton claim thet generic map

reflects a generalization of their work with a kargumber of
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companies for whom they have developed specifategglymaps.

Notice that the four sets of Balanced Scorecardsorea are now
arranged in a hierarchical fashion, with finanecraasures at the
top, driven by customer measures, which are, i, tilne result of

Internal (Process) Measures, and are supportedrmyation and

learning measures.

Figure No. 1.2
Strategy Map

Strategy Map

Long-Term
hareholder Perspective

| Productivity Strategy | | Growth Strategy |

Perpective ost structure Utilization Opportunitie Customer Valye
Customer Value Proposmon
Customer
BB OHSOeS®
Prod ervice af butes Relati |onshps
Operat:ons Customer Innovatlon Regulatory & Social
Management Process Management Process Process
Int I -SG%E *Selection *Opportunity ID *Enveronment
emal | .production «Acquisition «R&D Portfolio «Safety-Health
Perpective | -Distribution *Retention Design/Develop. *Employment
*Risk Management «Growth «Launch Community
L3 * X X
\ N\ / /
Leaming | Human Capital |
&Growth | Information Capita |

Perpective

(Source: Strategy Maps by Robert S. Kaplan anddBviNorton,

September 2004)
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Some authors refer to this Balance Scorecard as ‘ibe
Generation Balanced Scorecard’ (Lawrie and Cobb2(f)4)*
According Lawrie and Cobbold, Kaplan and Norton&sign of
the T Generation Balanced Scorecard had the followitripates;
a) a mixture of financial and non-financial measut® a limited
number of measures, ¢) measures clustered intagfoups called
perspectives, d) measures that are chosen relagetofic goals
which are usually documented in tables with one noore
measures associated with each goal, e) measurssichoa way
that gains the active endorsement of the senioragens of the
organization and, f) some attempt to representatistyydetween
performance driver (lead) measures and outcom@ (e@sures.
Figure 1.3 illustrates a scorecard of a hypothktmampany
discussed in Kaplan and Norton’s January-Febru86g larticle,

Electronic Circuits Inc (ECI)
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ECI'S BALANCED BUSINESS SCORECARD?’

Figure No. 1.3
ECI's Balanced Business Scorecard
Financial Perspective Internal Business Perspective
Goals Neasures Godls Measures
Survive Cash flow Technology Manufacturing gecmetry va.
capability competition
Succeed Quaresly sales growth & cperating IManufacturing Cyele ime, Unit cost, Yield
incems by divisicn EXpErience
Prosper Increased market share and ROE De=ign Silicon efficiency, Engineering
productivity efficiency
Mew product Actual introduction schedule ve. plan
introduction
Innovation & Learning Perspective Customer Perspective
Goals Neasures Goals Measures
Technology Timsto develop nest gensesiion Mew products Parcent of sales from new products,
leadership Percent of sales from propristary
products
Manufacturing Precess time o maturity
leaming Response supply | On-time delivery (dsfined by customes)
Product focus Percant of products that equa 50% Preferred supplier | Share of key accounts' purchases,
zales Ranking by key accounts
Time o market Mew product interdiction ws. Customer MNumber of coopezative enginesring
competition parinership afforts

(Source: Business Process Trends, 2003)

The idea of the Balanced Scorecard came at a tinesm there was
an emphasis on business process re-engineering taiag
measurements, but with no specific directions ashéov to
accomplish it. The Balanced Scorecard was thu$ neekived
and accepted among business gurus as a tool to sthgtegies,
processes and measures (Harmon, 2803Jhe Balanced

Scorecard approach rapidly grew into a minor ingustith the
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authors continuing to write articles and later wentto publish

two books.

In course of time the Balanced Scorecard evolvethfa simple
performance measurement framework to a full stratp@nning
and management system with the capability of tanshg an
organization’s strategic plan from a mere passmeuchent to a
set of daily actions. In their article in the HamaBusiness
Review in 1993, Kaplan and Norton offered an ow@awion
linking the Balanced Scorecard to corporate strasegAn

overview of the proposed approach is given in fighip. 1.4.

Figure No. 1.4

Linking Strategies to Balanced Scorecard Measures

STRATEGY GOALS Balanced Scorecard
IF the Wezicr ia to ke realzed, [f the: Straiegyis o succsad, Critical Messurements to
what sirategiss muetthe what are the critical success ranitior to sssure tha: our
company adspt? faciors tha we must gods areme
Howwrwill we differ in fems achigve?
o
Shareholders ¥ Financial Success Factors » Financial Measures
VISION
Statenant of N | | |
CoeTpAnTy nisgion Customers ¥ Customer Success ¥ Customer Measures
avdvision | Factors |
Internal Managers of | A
Processes ¥ Process Success Factors * Measures
| |
Ability to Innovate and | Innovating & Leaming i
Crow * g r P Growth Measures
| |

(Source: Business Process Trends, 2003)
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b)

d)

In 1996 Kaplan and Norton proposed that the Baldr@&morecard
be used as a strategic management system suppddurg
management processes namely (Kaplan and Nortonyakdar

Business Review 1996).

Translating the vision of the organization — thelaBaed
Scorecard forced managers to further clarify thesion until they
were able to translate their vision into a set bjeotives and

operational measures on a scorecard,

Communicating and linking strategy — communicatimg strategy
within the organization and educating those respi$o execute
it. The strategy must be translated into measurgolals and

performance measures linked to rewards beforenibeaexecuted,

Business planning process — strategic initiativesidentified in
order to achieve long term objectives and necesszsgurces

allocated to those initiatives,

Feedback and learning process — these are statbgsed on
assumptions of cause-and-effect relationships. Waesd is
gathered and hypothesis on which strategy is basedisited and

necessary changes made (Veltman, 26805).
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In the year 2000, Kaplan and Nortbpublished an HBR article
and a book in which they suggest what they termldBeed
Scorecard Strategy Maps.” The new hierarchical rodach
suggested that “some measures contribute to otaeds are
summed up in shareholder value” has been lookeas atather
dubious by some authors (Harmon, 2083)ccording to Harmon,
the new model placed financial measures at the dbphe
hierarchy resulting in increasing reliance on ficiahmeasures by
senior management, while delegating other non-Gi@n
supportive measures, to subordinates at lower neanait.
Harmon argues that the continual elaboration ofstheple idea of
the balanced scorecard has resulted in it gradesbaping the
control of its authors and that it should have bé&ed more

closely to processes.

Lawrie and Cobbold (200%)refer to these Balanced Scorecards
as the ¥ Generation Balanced Scorecard. According to the
authors, two key enhancements were made by KapidiNarton

to the £'Generation Balanced Scorecard; a) measures relating
specific strategic objectives were chosen with ten of
identifying about 20-25 strategic objectives of @hieach were

associated with one or more measures and assignaaketof the
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four perspectives, b) attempts were made to vigugliCcument the
major causal relationships between strategic abgsiand laying
out the results in a 'strategic linkage model' strategy map

diagram’.

According to Kaplan and Norton (Harvard Businesed®l Press,

2001

“The evolution from balanced scorecard to stratelgalanced
scorecard results from a desire to achieve a lzath strategic
focus and alignment. This process is supportediv®y dommon
principles: (i) translate the strategy to operaiaerms, (ii) align
the organization to the strategy, (ii) make sggteveryone’s
everyday job; (iv) make strategy a continual precesnd (V)

mobilize change through executive leadership.”

The frame work not only provided performance measents,
but helped planners identify what should be dore lamw it can
be measured, thus enabling senior management tiby dlaeir
vision and truly execute their strategies. By pnésg an
innovative management perspective that can be wsé@nslate
strategies for growth into operational terms, thelabced
scorecard presented a comprehensive and actionadbey of
governance.(Hepworth, P, 1988)
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Further, using the basic Balanced Scorecard cosicepbuild an
independent process performance measurement systeasier.
Consider the basic Balanced Scorecard. It suggestEompanies
should consider additional measures beyond finhmeeasures.
Most companies that have Balanced Scorecard indggmthave
created a strategy level scorecard with financiagtomer, process
and learning and growth goals / measures. In dagimiay, most
companies have created a hierarchy of scorecamt$yding
division or department scorecards and scorecardsspecific
functional units and managers. Logically, one stidu¢ able to
track the goals and measures from the organizatsmwrecard to
the functional unit's scorecard and on down tosteific activity.
At each level, the same scorecard that describeggtials and
measures for the unit can also serve to descrilbethe manager
responsible for that unit is to be evaluated. Mwganizations that
have adopted the Balanced Scorecard approach hatvehis

overall alignment structure in place. (See Figuoe N5)
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Figure No. 1.5

The Beginnings of an Aligned Balanced Scorecard Sy

Organizaiond Financial Customer
4 iyl Meas ures Measures 1 Departme‘rrkalhﬂeasures
Derive From
Organizational
hMeasures
Internal Learning
Process E G rowth
Measures heasures
Departmental Financial Customer _]
Mezsures hMeasures Me asures Activity Measures

Derive From Dept .
Measures

Internal Learning

Process Ee Growvth
Measures e asures
Actindty Financial Customer
Mezsures hMe asures Measures

Internal Learning
Process Ee Growth
he asures Measures

(Source: Business Process Trends, 2007)

 DEFINITIONS

Several definitions of the Balanced Scorecardlmfound in the
literature with some variations in scope. Williantdaka and

Bettner (2004¥ define:

“The Balanced Scorecard as “a system for perfooman
measurement that links a company’s strategy toifspgoals and
objectives, provides measures for assessing pogvesrd those

goals, and indicates specific initiatives to achiéwse goals.”
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The Balanced Scorecard Institute defines it as staategic
planning and management system used to align Bssaivities
to the vision and strategy of the organization,rionp internal and
external communications, and monitor organizatigeaformance
against strategic goals.” According to McNamarag“Balanced
Scorecard is a performance management approacfothuases on
various overall performance indicators, often idahg customer
perspective, internal-business processes, leaamdggrowth and
financials, to monitor progress toward organizdsiostrategic
goals.” There is consensus in the literature that Balanced
Scorecard is a performance management and measurgyséem
that is used in the strategic planning and the esement of

strategic goals.

According to Bourne and Bourne (208 he Balanced Scorecard,
which started as a simple framework in 1992 to leglmpanies
structure their performance measures, rapidly ghaipepularity
over the years and has now been developed into ch more
encompassing strategic management and measurea®ntAt
per the authors, the Balanced Scorecard measugeactlvities,
processes and output that are important to theessacof the

organization.
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« THE BALANCED SCORECARD APPROACHES?*®

The collision between the irresistible force taldbuong-range
competitive capabilities and the immovable objedt the
historical-cost financial accounting model has tedaa new
synthesis: the Balanced Scorecard. The Balancede&uoo
retains traditional financial measures, but finahcneasures tell
the story of past events, an adequate story ofsindl age
companies for which investments in long term capss and
customer relationship were not critical for succ@sgese financial
measures are inadequate, however, for guiding ealdaing the
journey that information age companies must makecriate
future value through investment in customer, s@gopliemployees,

processes, technology and innovation.

The Balanced Scorecard complements financial messaf past
performance with measures of the drivers of fupgeformance.
The objectives and measures of the scorecard arneeddrom an

organization’s vision and strategy. The objectia@sl measures
view organizational performance from four perspasdi financial,
customer, internal business process, and learninty growth.

These four perspectives provide the framework fier Balanced

Scorecard (Figure 1.5). The Balanced Scorecard igesv
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executives with a comprehensive framework thatsledas a
company'’s vision and strategy into a coherent §@edormance
measures. The BSC emphasizes that financial anefimamcial
measures must be part of the information systenerigrloyees at
all levels of the organization. Front-line employeenust
understand the financial consequences of theirsobeciand
actions: senior executives must understand thesidriof long-
term financial success. The objectives and the uneasfor the
Balanced Scorecard are more than just a somewhiabcad
collection of financial and no financial performanmeasures;
they are derived from top-down process driven bgsion and
strategy of the business unit. The Balanced Scaodeshould
translate a business unit's mission and strategy tangible
objectives and measures. The measures represerdlaac®
between external measures for shareholders andncerst, and
internal measures of critical business processegvation, and
learning and growth. The BSC should be used asremtmicative,
informing, and learning system, and not as a cdimgosystem.
The four perspectives of scorecard permit a Baldratween short

and long-term objectives between outcomes desimd the
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performance drivers of those outcomes, and betweard

objectives measures and softer, more subjectivesunes.

Figure No. 1.6
Financial
|0 )
“Tosucceed |25 of>
financially, how | 8| af &8
should we olx 5 =
appear to our
shareholders?”
Customer " ? 'F:‘rt::gg;g:smness
O 0 - - o
“To achieve our % 5<|.2 ::;‘gon “To satisfy our %
s 3
vision, how |28 S | —»- |shareholders (2]
should we SE Strategy and customers, |
appear to our what business
customers? processes must
‘ we excel at?”
Learning and
Growth 8lel o
“To achieve our |Z|E]#|3
vision, how will | 8|2 %_‘cj
we sustain our  |S|$|8(E
ability to
change and
improve?”

(Source: The Balanced Scorecard Framework, KapldriNarton
1996)

(1)FINANCIAL PERSPECTIVE

The BSC retains the financial perspective sincarfaral measures
are valuable in summarizing the readily measuraadenomic
consequences of actions already taken. Financidbrpgance

measures indicate whether a company’s strategyemgntation,

[40]



Chapter: 1 Performance Measurement System

and execution are contributing to bottom line inyanment.
Financial objective typically relate to profitalbli— measured, for
example, by operating income, return-on-capital legyegd, or,
more recently, economic value-added. Alternativearicial

objectives can be rapid sales growth or generatia@ash flow.
(2)CUSTOMER PERSPECTIVE

In the customer perspective of the Balanced Scolecaanagers
identify the customer and market segments in wkhehbusiness
unit will compete and the measures of the businesi’s
performance in these targeted segments. This petrgpéypically
includes several core or generic measures of tlezesaful
outcomes from a well-formulated and implementedtsgy. The
core outcome measures include customer satisfactiastomer
retention, new customer acquisition, customer pabiiity, and
market and account share in targeted segmentghButustomer
perspective should include specific measures of Watue
propositions that the company will deliver to cuséss in targeted
market segments. The segment-specific drivers oé castomer
outcomes represent those factors that are criticatustomers to

switch to or remain loyal to their suppliers.
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(3)INTERNAL-BUSINESS-PROCESS PERSPECTIVE

In the internal-business-process perspective, dxesuidentify
the critical internal processes in which the organon must excel.

These processes enable the business unit to:

. Deliver the value propositions that will attractdaretain

customers in targeted market segments
. Satisfy shareholders expectations of excellentmstu

The internal-business-process measures focus oninteenal
processes that will have the greatest impact ontomes

satisfaction and achieving an organization’s finalngbjectives.

The internal-business-process  perspective revealso t
fundamentals differences between traditional aneé ®SC
approaches to performance measurement. Traditepp@oaches
attempt to monitor and improve existing businesggsses. They
may go beyond financial measures of performance by
incorporating quality and time-based metrics. Bugyt still focus

on improvements existing processes. The scorecppidoach,
however, will usually identify entirely new processat which an
organization must excel to meet customer and filaaobjectives.

For example, a company may realize that it musteldgv a
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process to anticipate customer needs or one tovedehew
services that target customer’s value. The BSQnatebusiness-
process objectives highlight the processes, sewémhich it may
not be currently be performing at all, that are negical for an

organization’s strategy to succeed.
(4)LEARNING AND GROWTH PERSPECTIVE

The fourth perspective of the Balanced Scorecaakning and
growth, identifies the infrastructure that the argation must
build to create long-term growth and improvemerite Tustomer
and internal-business-process perspectives idenliié factors
most critical for current and future success. Besses are
unlikely to be able to meet their long-term targkts customers
and internal processes using today’s technologidscapabilities.
Also, intense global competition requires that cames
continually improve their capabilities for deliveg value to

customers and shareholders.

Organizational learning and growth come from thpemcipal
sources: people, system, and organizational proesduthe
financial, customer, and internal-business-procagectives on
the Balanced Scorecard typically will reveal laggps between
the existing capabilities of people, system, andcedures and
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what will be required to achieve breakthrough pentance. To
close these gaps, businesses will have to invese-skilling
employees, enhancing information technology andesys, and
aligning organizational procedures and routineseséhobjectives
are articulated in the learning and growth perspecof the

Balanced Scorecard.

Kaplan argues that eventually, the balanced scateewolved
from an innovative measurement system into a proven
management system. The balanced scorecard wa®gdeteas an
innovative business performance measurement systerthe
belief that the existing approach to performanceasueement
relied primarily on financial measures and was b@ng obsolete.
The new approach (the balanced scorecard) was #able
incorporate the intangible or ‘soft’ factors thaene previously
immeasurable and had little value to managers, téflscting a
balance between short term and long-term goalgilikn and
intangible measures, lagging and leading indicatass well as
external and internal performance perspectivealdd has the
ability to identify linkages between key businessaa and exploit
the linkages that deliver success (Hepworth, 1§98kcording to

Bloomquist and Yeager (2008) an effectively used balanced
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scorecard can serve as a component of a measurbassEt
strategic management and learning system whichbeaunsed to
further the organization’s ability to achieve iteagtegic objectives.
The authors state that the development of the sadfeitself
should form part of the strategic planning procegh the focus

on the full range of issues facing the organization

There is a tendency to confuse between and also
interchangeably the terms scorecards and dashboHndse are
differences in the context in which they are apmplend main
difference between the two is that "scorecards tcpavgress
toward strategic objectives” while "dashboards nayniand
measure processes." According to Schmidt (Z80%ashboard
applications grew out of the need to automate thtanced
scorecard processes used by organizations to d#éfeie goals
and quantify, measure, monitor, and report progmss time.
The balanced scorecard and its natural subsetas$ieboard, can
help keep managers focused on the critical areass dffect a
hospital's overall performance (O Cleverley and (@vérley,

2005)%

[45]
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« THE BALANCED SCORECARD AS A MEDIUM FOR

COMMUNICATION

According to Artley and Stroh (200%) document the key role
played by effective internal and external commutmce in
successful performance measurement. Executives tinge
measures on a Balanced Scorecard to articulatstthegy of a
business, communicate the strategy and thereby héim
individual, organizational, and cross departmemtajlectives to
achieve a common goal. In this way the Balancedéegend is a
means of communication, information, and learnimgt fouts the
business strategy at the center. A properly deplogalanced
Scorecard can act as an organization wide commiiorca
platform (Amaratunga, Sarshar, and Baldry 2000)his view is
shared by Pieper in his statement that in heakhoeganizations,
the use of balances scorecards can enhance conatomigvith
key stakeholder groups from consumers to employdes.author
also states that the lack of communication witmnoaganization
can have serious implications on the effectivernésbe balanced
scorecard. According to Shulver and AntafRafthe Scorecard
framework, and the processes associated with Saaradesign

are more fundamentally concerned with communicatand
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articulation of strategy at operational levels.”eTheed for clear
and timely communication in medical care and thebjams of
poor communication have been documented by Wickar @nd
Kinney (2007)° It is important that information is made freely
and easily available to anyone within the compahyough
internal communication and technological tools thaiake

communication easier (Smith and kiff).

Kocakilah and Austill (2007 state that in measuring
performance, there are many financial tools andigmns to
choose from, but there are very few tools, that gew the
organization holistically and strategically. Haltstlly viewing the
organization enables a better understanding of wghhappening
both inside and outside of the organization. The w©o$ the
balanced scorecard as a holistic methodology inveimg an
organization's vision and strategy into a comprsivenset of
linked performance and action measures that praviddoasis for
successful strategic measurement and managementbdes
documented. Designing a BSC forces managementbtodbthe
organization holistically, as part of a larger systf and to
determine which factors are critical for succelssreby helping to

clarify assumptions and build a shared vision. Tinability to
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view the organization holistically can result inffidulties in
implementing the balanced scorecard. This holiggwing of the
organization makes it conceptually appealing argiegible in the

healthcare sector (Ashtof).

 CRITICISMS OF THE BALANCED SCORECARD

Several authors have criticized the top-down approdo
implementing the BSC as a less democratic and mrathe
commanding approach to performance management. BS@
methodology has inconsistencies and the arbitratyra of the
framework results in crucial measures being almosvitably
overlooked. The author continues to say that th€ B&ks a
theoretical framework to guide executive input Hasg in
managers being left to their own devices. Anothiicsm of the
BSC is that the scores are not based on any presenomic or
financial theory, which makes the BSC process elgtsubjective
with no provision to assess quantities like risd anonomic value
in a way that is actuarially or economically waluhded (Jensen,
2001)*° Jensen states that the BSC does not provide @niditie
score or a unified view with any clear recommerategtiand hence

must be viewed simply as a list of metrics.
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Common pitfalls of the BSC have also been highéghby
authors. These include a) the lack of a well-defis&ategy, b)
only using lagging indicators and c) adopting generetrics used
by other firms. Other potential pitfalls includeavlooking costs
over benefits of initiatives placed in the BSC, agng non-
financial measures when evaluating employees, ugsiogmany
measures, wrongly assuming that cause-and-effekades are
precise rather than hypothetical, seeking improvemacross all
measures all the time and using only objective oressand

ignoring subjective measures.

Furthermore, over reliance on measures of any tyag hamper
the application of tacit knowledge and wisdom. Wihibavily
regulated measures, management is restricted insgsof tacit
knowledge, as it must justify its decisions by refee to
measures. These problems can be avoided simplyobyyimg
measures to performance, and by using measuresids i@ther
than a straitjacket. However, problems with the B&Gdel go

deeper.

Another criticism of the BSC model is its complgxithe time and
cost required for its implementation compared $o‘lbw ease of

use.” The complexity and difficulty lie in the cloei of effective
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measures. Performance measures to be effectivehtney to be
reliable and consistent with the actions of thet,usand with the
short-and long-term goals of the whole organizatiémding

measures that are specific to the unit, yet gersgraligh to reflect
the strategy of the organization, and that incaf@iong and

short-term views seems to be too optimistic.

« BALANCED SCORECARD APPLICATION IN THE

INDUSTRY

There is widespread acceptance among researcheds an
practitioners from different management disciplittest the use of
the Balanced Scorecard approach will help orgaioizatbuild a
comprehensive view of its performance and that Whtanced
scorecard methodology will enable organizationlawify their
vision and strategy and translate them into acfidre BSC has
been successfully applied across many diverse indsiswithin
the private and public sector in the USA and iswvBtogaining
ground in the UK and across an international awdig€fiepworth,
1998¥°. A modified form of the BSC is being used by thveeSlish
National Audit Officé&" which is built around four focal points
namely; internal (process focus), external (custorfecus),

historical (results focus) and future (developmiecus). Several
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Australian agencies have successfully adopted ®€ Bpproach
in the private and public sector including the Dépent of
Defense. In discussing the applicability of the B&Dcept in the
public sector have documented examples of severaessful
applications of the BSC approach in the public @eddespite its
benefits, there are also barriers to its effectige in the public

sector (Field, Buchbach and Weert, 2007).

The BSC is used by more than 70% of the Fortunecb@ipanies.
Additionally, numerous studies and BSC implemeaotsi have
proven the effectiveness of the B&Gor example,

« Mobil Oil (North America) increased cash flow B{.2 billion
and return on investment from 6% to 16% betweemsy2aand 5
after implementing the BSC. Within 2 years of inmpénting the
BSC, Mobil moved from last place in industry prablity to first
place. Mobil North America held that first placespmn for 5
straight years, before it was acquired by Exxon.

. United Parcel Service (UPS) increased revenyeé¥/t and

net income by 33% within two years after BSC

implementation.
. Three years after implementing the BSC, Wellgggdank

increased its customer base by 450% and was tadefldst
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Online Bank. Also, as a result of the BSC implera&an,

the company added 750,000 online customers oveyeal?
period and decreased its costs per customer by 22%.
Chemical Bank increased its group company @&i-fold
over a 4-year period after implementing the BSCe Th
Chemical Bank vice-chairman, Michael Hegalsjated:
“The Balanced Scorecard has become an integrabpactr
change management process, enablingus to look deyon
financial measures and concentrate on factors dreste
economic value: quality, organizational learninggd docus

in gon customers. The scorecard has delivered omajor
goals in communication, teamwork, learning, and
commitment.”

The world famous advertising firm Saatchi and Saidtc
achieved a five-fold increase in market capital@atto
$2.5 billion within 3 years of implementing the BSThe
company—which won major awards at the Cannes
International Advertising Festival, the leading ustty
benchmark—was ranked as the #1 creative agencyi3 ye
in a row after implementing the BSC. William H.

Cochrane® Chief Financial Officer, stated:
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“The balanced scorecard has not only helped us gearmar
human capital, it has transformed our agencies beiag action-
oriented and client-focused. And it has put eveeyonthe same
ballpark with a consistent definition of what wdl ¢germanently
infatuated clients’ and consistency in measures.”

* Texaco Refining and Marketing increased profitépiby $29
million in 1 year—a 1,500% return on investmentfrtheir BSC
initiative. Al Derder’ Director of Quality and Productivity,
stated: “If we truly believed that the only diffeie between our
competition and ourselves was our people, then acktb find a
way to tap into what Federal Express CEO FredefitkSmith
described as ‘discretionary effort.” Texaco useck tBSC
Methodology’s five principles for creating a stigyefocused
organization to mobilize and focus this “discreaoneffort.”
*Siemens IC mobile increased sales 76% to eurdi®rbivithin 1
year of BSC implementation. Rudi Lamprecht, membgithe
managing board at Siemens AG and President of Sene
Mobile, *® stated: “We’'ve always had strategies, but throtigh

Balanced Scorecard we bring them to life.”

ACCORDING TO ASHTON (1998’
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1.4

“Three factors make us believe that this [BSC] ngamaent tool
can contribute substantial value to healthcarerorg#ions. Firstly,
many instances of successful application in sergiganizations.
Second, the approach of developing an integrated ofe
performance measures is conceptually appealingnandid seem
to be consistent with the thrust of viewing orgatians in a
holistic fashion. Third, both top-level healthcaadministrators
and laboratory administrators who participated i survey
uniformly reported that they see great potentialueafrom

implementing this approach in their organizations.”
CONCLUSION

In conclusion, chapter one provided a brief reviefiterature
related to our research. This brief chapter alsovided a
conceptualized frame of reference for the studye @m of this
chapter was to select relevant theories and comdbpt will be

used in research.

To assess the impact to financial and non-finarmpeespectives on
performance, the approach here is look at the ffoterms of the
cause-and-effect framework. That is an organizatieith proper
learning and growth structures is to able to empoisemployees
to deliver efficient services, which in term creasatisfied
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customer, which will result into strong financiarformance. This

can be summarized below as:

Knowledge & skills employees is the foundation biranovations

and improvements;

Skilled and empowered employees will improve they viaey

work;

Improved work processes will lead to increased aust

satisfaction; and

Increased customer satisfaction will lead to bditemncial results.
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2.1

GLOBAL TELECOM INDUSTRY: INTRODUCTION

Telecom industry is a rapidly expanding industrypgeeding
towards a goal of achieving two third of the waldelecom
connections. Over the past few years informationd an
communications technology has changed in a dranmafinner
and as a result of that world telecom industry esng to be a
booming industry. Substantial economic growth andumting

population has enabled the rapid growth of thisigtg.

The world telecommunications market is expecteds® at an 11
percent compound annual growth rate at the endeaf 2012
Global leading telecom companies like AT&T, Vodadon
Verizon, SBC Communications, Bell South and Qwest
Communications are trying to take the advantagthisfgrowth.
These companies are working on telecommunicatieludi like
broadband technologies, EDGE(Enhanced Data rateSlfubal
Evolution) technologies, LAN-WAN inter networkingyptical

networking, voice over Internet protocol, wirelelsda service etc.

World telecom industry is taking a crucial partvwdrid economy.
The total revenue earned from this industry is Bcgat of the

gross world products and is aiming at attaining en@venues.
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2.2

One statistical report reveals that approximatedy9% of the

world population has access to the Intérnet

Over the last couple of years, world telecommumeoatndustry
has been consolidating by allowing private orgaiors the
opportunities to run their businesses with thisustdy. The
Government monopolies are now being privatized and
consequently competition is developing. Among thlé domestic

and small business markets are the hardest.
GLOBAL SCENARIO

Until the 1980s the world telecommunications systenad a
simple administrative structure. The United Statekephone
service was supplied by a regulated monopoly, Acaeri
Telephone and Telegraph (AT&T). Telegraph servicasw
provided mainly by the Western Union Corporatianalmost all
other countries both services were the monopoliegpweernment
agencies known as PTTs (for Post, Telephone, ateyiégph). In
the United States beginning in 198&T&T agreed in a court
settlement to divest itself of the local operatcgmpanies that
provided basic telephonic service. They remaineuileged local

monopolies, grouped together into eight regionatganies.
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AT&T now offers long distance service in competfitizith half a
dozen major and many minor competitors while retgin
ownership of a subsidiary that produces teleph@guaipment,
computers and other electronic devices. Duringsidwme period
Great Britain’s national telephone company was golgrivate

investors as was Japan’s NTT telephone monopolytetegraphy
and data transmission, Western Union was joinedthgr major
companies, while many multinational firms formecdeithown

telecommunications services that link offices srat throughout
the world. New technology also brought continuih@rges in the
providers of telecommunication. Private companieghs as
Comsat in the United States were organized to geogatellite

communication links within the country.

Around the world we are witnessing remarkable ckanp the
telecoms environment. After years of debate, strattseparation
IS now taking place in many parts of the world watthg Hong
Kong, New Zealand, Singapore and some European etsark
Structural separation or at least full-blown operal separation
Is required to advance the entire industry and reate new
business opportunities and innovations which wainéfit our

society, our economy and ultimately our industry.
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The focus is also shifting away from broadband tmatvt can
actually achieve. Next generation telecommunicatidmetter
describes this new environment and is essentialh®remerging
digital economy. Important services that depend\NGT include
tele health, e-education, e-business, digital mesligovernment

and environmental applications such as smartytiigters.

In order to meet this burgeoning consumer demamdNGT
applications, we are seeing increasing investmemliFIP Next
Generation Networks and fiber networks. A propesemtory of
national infrastructure assets is required if watwa establish an
efficient and economically viable national broadth@tructure for
these services. In the developing markets, nextergéions

telecoms will take the form of wireless (WiMAX).

These are some of the elements of the broadera@dlution that
is unfolding before our very eyes. We are righthie midst of the
transition from old communications structures (rhaione-way
streets) to new structures that are fully-intexectand video-

based.

One of the drivers behind the industry changestta@edeclining
revenues experienced by the telecom companieinttaditional

markets. Over the past 10 years or so, fixed-liperators have
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been affected by deregulation, a severe industrwntian,
declining prices and major inroads by mobile sexsidn addition,
people are drifting to other forms of communicatiGuch as
email, online chat, and mobile text messaging adtef the

traditional phone.

This has also led to an increased need for banbdwwdhich in
turn has revived the submarine cable sector. lantetmes there
have been many cable build-out announcements arthengorld,
and some major systems are again being construCreer. 25
systems are expected to be built over the nexttoambree years
and network upgrades are also on the agenda foe smsting

systems.

It is clear that the mobile industry is also una@ng profound
changes. The saturated developed markets are datwnindustry
to find new revenue streams and we are now seethgr o
organizations such as media companies, contentidamsy
Internet media companies and private equity congsabnecoming

involved in this market.

For the time being however, voice will remain thdlek
application for mobile with some data servicesudeld as support

services and niche market services. 4G (ie, WiMAs<jhe real
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2.3

solution for mobile data and by 2015 it is expecthdt the

majority of mobile revenues will come from data.

With the Internet economy, digital media and other
telecommunications activities becoming further lelsdhed, the
need for modern and efficient infrastructure is dmeimg more

critical.
INDIAN TELECOM INDUSTRY

The Indian telecommunications industry is one of flastest
growing in the world and India is projected to bmeothe second

largest telecom market globally by 20°.2.

India added 225.04 million new customers in 2Z01he largest
globally. In fact, in April 2008, India had alreadyertaken the
US as the second largest wireless market. To jpaigtiowth into
perspective, the country’s cellular base witnesS8dper cent
growth in 2010, with an average 15 millfooustomers added
every month in finance year 2009-10. Accordinghe Telecom
Regulatory Authority of India (TRAI), the total ndoar of
telephone connections (mobile as well as fixed) hauched
846.32 million as of March 2011, taking the telecom penetration

to over 52 per cenf. According to CRISIL research estimates,
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eight infrastructure sectors, which include thedem sector, are
expected to draw more than US$ 345.28 billion itwest in

India by 2012

With the rural India growth story unfolding, thegeom sector is
likely to see tremendous growth in India's ruratl @aemi-urban
areas in the years to come. By 2012, India isikel have 300
million rural telecom connections at a penetratiate of 25 per
cent™® And according to a report jointly released by Guiefration
of Indian Industry (Cll) and Ernst & Young, by 2632 ural users
will account for over 60 per cent of the total telen subscriber

base.

According to Business Monitor International, Indg currently
adding 12-15 million mobile subscribers every mafitht is
estimated that by mid 2012, around 75 per cent tcgsn
population will own a mobile phone. The overalletelensity in

India has reached 70.89 as on 31st March 2011.
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HISTORY
Year Event
1851 First operational land lines were laid by

Government near Calcutta (seat of British power

he

1881 Telephone service introduced in India

1883 Merger with the postal system

1923 Formation of Indian Radio Telegraph Company
(IRT)

1932 Merger of ETC and IRT into the Indian Radio and
Cable Communication Company (IRCC)

1947 Foreign Telecom Companies nationalized to form
PTT

1980 Tele-density in 1980-81: 0.3%, Introduction |of
public pay phones, Private Sector allowed

1986 Conversion of DOT into two wholly government-
Owned companies: the Videsh Sanchar Nigam
Limited (VSNL) for internationa
telecommunications and Mahanagar Telephone
Nigam Limited (MTNL) for Service in India

Early to | Telecom policy 1994

Mid-90's: | Basic telephony service to private operators
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49% FDI

Late 90's | Birth of a regulator: TRAI NTP 1999 (New Telecom

Policy)

2000+ CAGR of around 85% since 1999 FDI: 74% (2005)

2007-2010 Having the world's lowest call rates the fastest
growth In the number of subscribers (45 milliordin
months), The fastest sale of million mobile phones
(in a week), The world's cheapest mobile handset,

The world's most affordable color phone.

2011 3G service launched in India.

(Source: www.ibef.org/industry/telecommunicationgxds

2.4 GROWTH IN INDIAN TELECOM INDUSTRY

According to a Frost & Sullivan industry analysy, »012, fixed
line revenues are expected to touch US$ 12.2 bilibile mobile
revenues will reach US$ 39.8 billion in India. Fdxkne capex is
projected to be US$ 3.2 billion, and mobile capsxikely to

touch US$ 9.4 billiort®

Further, according to a report by Gartner Inc..idng likely to
remain the world's second largest wireless market &hina in

terms of mobile connections. According to recenadaleased by
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the TRAI, Indian telecom operators added a total162.56
million wireless subscribers in the financial y2@09-10. Further,
the total wireless subscriber base stood at 81m#itbn at the

end of 3% March 2011’

Chart No. 2.1

Growth of Wireless Subscriber (in million)
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(Source: TRAI annual report, 2010-11)

The overall cellular services revenue in Indiangjgcted to grow
at a CAGR of 18 per cent from 2008-2012 to exce&$ 37
billion. Cellular market penetration will rise t®.& per cent from

19.8 per cent in 200%.

The Indian telecommunications industry is on a dghotkajectory
with the GSM operators adding a record 219.39 omllinew

subscribers mark at the end of March 2011, takimegtotal user
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base to 697.98 million, according to the data sedaby TRAI. In
CDMA services, in terms of subscriber base and staskare M/s
RCOM with 56.05 million subscriber base remains laegest

CDMA operator:’
Chart No. 2.2

Market Share (%) of GSM Operators as on 31 March 2011

MTHNL Unitech Loop S Tel Videocon Etisalat
1.00% 0.89% 0.59% "1 0.21% 0.01% 0.00%
HFCL
. Tata 0.00%
Aircel 5.62% Bharti
?.? 00}'{3 26.66%
Reliance
9,69%
BSHNL
13.22% \fodafone
|dea /Spice 21.07%
13,33%

(Source: TRAI annual report, 2010-11)
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Chart No. 2.3

Market Share (%) of CDMA Operators as on 3 March 2011

Sistema HFCL

3.57% 0.31% MTNL

BSNL
5.82%

Reliance

Tata
53,06%

36.95%

(Source: TRAI annual report, 2010-11)

In Wi-Max, India is slated to become the largestMAX market
in the Asia-Pacific by 2013. A recent study sealdis Wi-MAX
subscriber base hitting 14 million by 2013 and gnmgrvannually
at nearly 130 per cent. And investments in Wi-MA&htres are
slated to top US$ 500 million in India, accordirmga report by

US-based research and consulting firm, Strategyyfing.”
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Table No. 2.1
Quick Facts
(As on 3f' March 2011

Total telecom subscribers 846.32 million
Wireless subscribers 811.59 million
Wire line subscribers 34.73 million
Tele density 70.89 per cent
Internet subscribers 19.67 million
No. of Broadband connections 11.89 million
India's Rural Mobile Phone Users 282.23 Million

(Source: www.trai.gov.in/Content/Annual_Report.gspx

Table No. 2.2

Year Revenue (US$ Billions)

2002-03 09
2003-04 10
2004-05 11
2005-06 15
2006-07 20
2008-09 32
2009-10 43
2010-11 88

(Source: www.trai.gov.in/Content/Annual_Report.gspx

"SUBSCRIBER GROWTH

India added 225.04 million new customers in 2010thé largest
globally the country's cellular base witnessedeltms40 per cent
growth in 2011, with an average 18 million custosna@dded every

month??
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The overall telephone connection figure stood & &2 million at
the end of the financial year 2010-11. Out of tthe share of
wireless subscribers stood at 811.59 million as pamed to
584.32 million a year before. The growth was 227dlflion or
38%. The rural market has reached the 282.23 milir@ark as
against 190.88 million in the previous year exahgdiCDMA
which works out to a growth of about 71% over hgesar. It was
reported that 32.67% of total wireless subscrilagesnow in rural
areas. The total numbers of wire line connectioresew34.73
million while in the rural areas it stood at 8.69liwn. The wire
line segment has been stagnating or decliningarast few years
but a positive aspect is that the decline has edifiom -3.69%
to -2.65%. During the last year, though BSNL andNlThave
registered decline, private operators have joihdg a growth of
11.51% increasing the connections from 5.04 millton 5.62
million. The growth of subscriber base during thestpdecade

(2000-2010) is indicated belof.
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Chart No.2.4

Growth of Telecom Subscriber Base (in million)
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Chart No. 2.5

Growth of Tele-density

= :

(Source: www.trai.gov.in/Content/Annual_Report.gspx
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2.5

MAJOR PLAYERS IN TELECOM SERVICES

There are three types of players in telecom sesvice

State owned companies - BSNL and MTNL

Private Indian owned companies - Reliance Comaation &

Tata Teleservices

Foreign invested companies - Hutchison-EssarartBhTele-
Ventures, Idea Cellular, BPL Mobile, Unitech, HFCRhyam &

Videocon.

Chart No. 2.6

Subscriber Base (figure in millions) of Wireless Seices

Bharti 1098 | 1958 | 3714 | 61.98 9392 | 12762 35.87%
Reliance 1045 | 1731 | 2801 | 4579 7267 | 10242 40.94%
Vodafone 78 | 1536 | 2644 | 4413 68.77 | 10086 46.66%
BSNL 99 | 1765 | 3099 | 4079 5215 | 6945 33.17%
Tata 1.09 485 | 1602 | 2433 3512 | 6594 87.76%
Idea 507 737 | 1401 |24.001 3889 | 6382 48.35%
Spice 1.44 1.93 273 421 413

Aircel 176 261 551 | 1061 1848 | 3686 99.46%
MTNL 108 2.05 2.94 353 4.48 509 13.62%
Unitech 0 4.26

Sistema 0.03 0.03 0.10 0.11 0.60 378 530.00%
Loop 2.58 1.34 1.07 1.29 2.16 2.84 31.48%
S Tel 0 101

HFCL 0.05 0.06 0.15 0.30 039 033 -15.38%
Videocon 0 0.03

Etisalat 0 | 0.0004

Total 5223 | 9014 [16511 |261.07 | 39176 | 58432 49.15%

(Source: www.trai.gov.in/Content/Annual_Report.gspx
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« BHARAT SANCHAR NIGAM LIMITED (BSNL) *

Bharat Sanchar Nigam limited popularly also knowwnBSNL is
an India-based telecommunication service providoognpany.
BSNL operates under the guardianship of the Ministf
Communication, Government of India and Departmerit o
Telecommunication, Government of India. Bharat SandNigam
Limited operates according to the telecommunicapohcy laid

as per the Indian Telecommunication Acts and RuBizarat
Sanchar Nigam Limited was established on 1.10.288@® result
of the revamping of the erstwhile Department of
Telecommunication, Government of India. Bharat SandNigam
Limited is world's seventh largest telecommunigaicompany,
with a huge bouquet of telecommunications servités. services
offered by BSNL includes wire line, CDMA mobile, GIS
Mobile, Internet, broadband, carrier service, MP{BN, VSAT,
VoIP services, IN services etc. It is one of thst fgrowing and

most profitable organization of Government of India

BSNL enjoys market leadership amongst all telecomaoation
operators in India and has grown in leaps and baufidhis
gigantic Indian telecommunication company offersanskess
service to its customers and it and enjoys marégtidance in the
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area of basic telephony, rural telephony and letieconnection.
Bharat Sanchar Nigam Limited is dedicatedly workiogvards
bridging the gap between the rural and urban lddyital divide
in the ICT sector. This Indian telecommunicatiompany is one
of the market leaders in the Indian telecommumcaindustry.
Further, it has gain tremendous popularity duetsacompetitive
pricing of tariffs. Further, to retain its markebrdinance as a
market leader it has formulated aggressive plangxXpansion of
its cellular network as per the policy laid in thenth
telecommunication plan of India. BSNL has one @&f Widest and
deepest telecommunication networks in India. Theegaung body
has ratified a huge budgetary allocation of RsGi®8e in the next
three years for the development of telecommuninatio
infrastructure in India. BSNL is market leader aisd vastly
experienced in planning, installation, network gretion and
maintenance of switching and transmission netwdfksther the
company is equipped with a state-of-the-art Teleoamcation
Training Institute, which holds ISO 9000 certifilcat

Some of the key notable points about BSNL are kme: **

Bharat Sanchar Nigam Limited has around 47.3 milline

basic telephone capacity
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BSNL has around 4 million WLL capacity and 20.1 lrori

Global System for Mobile Communications (GSM) capac

It is equipped with more than 37382 fixed telephone
exchanges, 18000 BTS, 287 satellite stations, 48ERKEN

of OFC cable and 63730 Rkm of microwave network

Its network serves 7330 cities and towns, 602 idistiand

5.5 lakh villages across India

Cell One cellular service has more than 17.8 nmmllio
subscribers representing around 25% of all molskersiof

India

BSNL has 35.1 million of basic telephony subsciber

representing 85% of the landline subscriber based

It has more than 2.5 million WLL customers

It has 2.5 million Internet subscribers, using ascmodes

like Dial-up, leased line, DIAS, account less Intgr

The products and services offered by Bharat Santhgam

Limited are as follows:-

BSNL Landline, BSNL Mobile, BSNL WLL,BSNL

Internet, BSNL Broadband, BSNL MPLS, VPN,ISDN,
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Leased line, Intelligent Network, Video conferemgin
Audio conferencing, Enterprise solutions,|-Net, Beépoh,

EPABX and Data communication.

« VIDESH SANCHAR NIGAM LIMITED (VSNL) 2°

Videsh Sanchar Nigam Limited popularly known as Shl an
India based telecommunication service providing gany. VSNL
operates under the guardianship of the Ministry of
Communication, Government of India and Departmerit o
Telecommunication, Government of India. Videsh ®andNigam
Limited operates according to the telecommunicapohcy laid

as per the Indian Telecommunication Acts and RulBise
Government of India holds 75 % of equity shareshef Videsh
Sanchar Nigam Limited and the remaining 25 % ecgglitgres are
with Tata Teleservices Ltd - the legendary industiypglomerate
the 'Tata Group '. Videsh Sanchar Nigam Limited was
incorporated in 1986 under the Indian Companies 2@56. Soon
after its inception, VSNL took over the control thie 'Overseas
Communication Services' (OCS) the main Governménnaia

telecommunication compari¥.

This gigantic telecommunication company of India fgaown in

leaps and bounds and it offers seamless servits tmstomers
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spread around the globe. This Indian telecommupicatompany
is one of the market leaders in the Indian telecamioation
industry and enjoys market dominance in the areabadic
telephony, rural telephony and Internet connectianther, it has
gain tremendous popularity due to its competitivecipg of
tariffs. The company is also into the business alfuar phone
connection business and offers code directory pialtaccess
(CDMA) connections for its mobile subscribers. Rert the
company is planning to launch GSM mobile connesetitor its

mobile subscribers.

The products and services offered by Videsh Santhgam
Limited are as follows - International Private LedsCircuit

(IPLC) Service

National Private Leased Circuit (NPLC),Internet &ed
Line Service, Bandwidth on Demand, Managed Data
Network Service, Virtual Private Network Serviceflarsat
(International Maritime Satellite Organization),Bdrast,
Data Center Services (IDC),Video Conferencing, Coafe
Net Telephony, ISDN, Corporate Dial-up Solution,

Submarine Telecommunication Cables Access
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Facilitation,International Long Distance, Nationabng

Distance and Calling Cards.
MAHANAGAR TELEPHONE NIGAM LIMITED (MTNL)  #*

Mahanagar Telephone Nigam Limited popularly knowrvVlEI NL
Is an India-based telecommunication service pragidiompany.
MTNL operates under the guardianship of the Migistf
Communication, Government of India and Departmerit
Telecommunication, Government of India. Mahanagaeghone
Nigam Limited operates according to the telecommation
policy laid as per the Indian TelecommunicationsAahd Rules.
MTNL enjoyed virtual market monopoly till the end the year

2000.

Mahanagar Telephone Nigam Limited operates in twajom
metro cities of India, Mumbai and Delhi and thisargi
telecommunication company enjoyed complete maraddrship
till the aforesaid time. With the entry of privapdayers in the
cites of Mumbai and Delhi, Mahanagar Telephone aNig
Limited lost its market monopoly. Competitive thsthemes and
lightening fast services are the main strengthshete private

players and they took away with a major chunk ofhitsagar

86



Chapter: 2 Telecom Industry and Reliance Communication

Telephone Nigam Limited market share of subscribEnss led to

lowering of tariff by the Mahanagar Telephone Niglaimited.

This gigantic telecommunication company of India fgaown in
leaps and bounds and it offers seamless servids taustomers.
This Indian telecommunication company is one of tharket
leaders in the Indian telecommunication industryd amnjoys
market dominance in the area of basic telephomal telephony
and Internet connection. Further, it has gain tregoes popularity
due to its competitive pricing of tariffs. Furthely retain its
market dominance as a market leader in Mumbai apthiD
MTNL has aggressive plans of expansions of itsutlinetwork
as per the policy laid in the Tenth TelecommunaratPlan of
India. Furthermore, the company is also planningtpand its
Internet services and IT related services to hegpaw along the
lines of other major telecommunication players apag in India.
As per the latest company policy in accordance i tenth
telecommunication plan of India, the company iseeted to add
27.56 lakh basic telephone connections along wittb7 lakh
cellular phone connections. Moreover, Mahanagaregrene

Nigam Limited is making in roads in the field of &&mmerce,
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which will eventually facilitate its customers t@nsact business

via mobile phone or equivalent hand held devf€es.

The products and services offered by Mahanagar phele

Nigam Limited are as follows:-

Triband Broadband, Internet Services ,Internet Esgy Bol
Anmol Internet Telephony, Leased Line, Dolphin Mebi
Garuda WLL, Basic Telephony, ISDN, INET, Internatab
Private Leased Circuit (IPLC) Service, National vBte
Leased Circuit (NPLC),Internet Leased Line Service,
Managed Data Network Service, Virtual Private Netwo
Service, Broadcast, Data Center Services, Video
Conferencing, Corporate Net Telephony, Messagind an
Collaboration  Services, Ethernet WAN  Services,
International Long Distance, National Long Distarered

Calling Cards.
« BHARTI AIRTEL %°

Bharti Airtel is one of the topmost companies ire ttelecom
sector in India and is under the Bharti Enterpri@esup. Airtel
Bharti has been ranked as the best performance aagmp the

whole world by the Business Week magazine in 2007.
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The Company Bharti Airtel is in India the biggesteigrated and
also the 1st telephone service provider in thegpeisector, which
has footprint in around 23 telecom circles. Bhaittel Limited

has been since its very beginning using the lags$tnology and
thus the company has paved the way for the telesector in
India with its world-class services and productsisThas helped
Bharti Airtel Company to grow for the number of gastomers

has increased very rapidly over the years.

The Company Bharti Airtel is divided into 3 busisasits that

are:-
Broadband & Telephone (B&T) services
Enterprise services
Mobile services

Among the various services that the Bharti Airteimited
Company provides to its customers, the servicésaddband and
telephone (B&T) are 1 of them. The company providesadband
Internet services of high speed for it has the bheswork in India.
The company Bharti Airtel also provides telephoreviees in
around 94 cities of the country and this helps fheple to stay

connected with one another. The company plans parex its
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broadband and telephone services by providing IB@Wices and

DTH operations.

Further Bharti Airtel provides enterprise servitests customers.
The services of enterprise provide telecom endatbsmlutions to
customers who belong to the corporate sector asd king
distance services to international and nationalrierat The
company Bharti Airtel has more than 35,016 kilometef optic
fiber, a submarine landing station, and is alsoemibrer of South
East Asia- Middle East- Western Europe- 4. All thes helped
the company to provide the best enterprise servioests
customers. The company Bharti Airtel Limited plaosxpand its
enterprise services so that it can achieve theistat a global

carrier within a period of 2 - 3 years.

The company Bharti Airtel Limited provides mobilergices to its
customers. The company provides fixed and mobilesless
services in around 23 telecom circles by using GEM

technology. Bharti Airtel Company has become tlgggest mobile
service provider in India on the basis of the nundfecustomers.
The company in the future plans to expand its n&kwwoorder to

establish its presence in more than 500,000 vidadjeacross the
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country by 2012.

Bharti Airtel has become a leading company in giecom sector
in India due to the fact that it has provided testlguality of
services to its customers. And this has been pedsibthe
company has a wide telecom network that is of dlest
technology. The Company Bharti Airtel Limited iretfuture also
should continue to upgrade its facilities for thvil ensure that

high grade of services are provided to its custemer

« VODAFONE?®*

Vodafone started its operations in India in 1994 enunder the
Vodafone Group. The company Vodafone India Limiteals
become one of the leading companies in the teleseator in
India due to its high standard of services thairavides to its

customers.

The company Vodafone has its operations in 16 ¢ehtecircles of
the country, which covers around 86% of the customebile
base in India. The company offers both postpaidmegdaid GSM
cellular mobile coverage all across India and dklhs especially
strong in the metropolitan cities. The company Moda India

Limited provides services like 2G, which are basadl800 Mhz
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and 900 Mhz GSM digital technology. The company &fode

also offers voice and data serviéés.

Vodafone India Limited has received many awardgs tive years
such as the best mobile service in India, Mostcéiffe and most
creative advertiser of the year, and most respetsbecom

company.

The company Vodafone India Limited plans to speratarthan
Rs.250 crore in launching low price cell phonesindia. The
company's objective in doing this is to bring inlimns of cheap
mobile handsets from around the world into the éguand then
sell them under the Vodafone brand name in ordenasimize
sales. It is expected that the company Vodafone Ibighited will

price the handsets in the range of Rs.666, Rs&#499Rs.888.

Vodafone India plans to sell the low price handdetsn its 4
lakhs distribution outlets. The company will buye tlow cost cell
phones from the firm ZTE that is located in Chiflae Company
ZTE will ship more than 10 million low cost cell phes to India
that will then be sold by the company Vodafone. &fode
company also has plans to expand in the near fatuidor this it
is planning to take a loan overseas of around U rhillion.

The company Vodafone India Limited will use the mapnto
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expand the company's network, better its technolagy open
more distribution centers. All these measures knalp to increase

the customer base of the company Vodafone.

Vodafone is one of the top most companies in thexden sector
in India and is well known for the best quality pfoducts and
services offered to its customers. And this is ri@son that the
customer base of the company Vodafone India Limitag been
Increasing at a very rapid pace. The company snuhg to launch
low price cell phones in the country and also expats

operations.

« RELIANCE COMMUNICATIONS 3

Reliance Communications started its operations 9891and is
under the Anil Dhirubhai Ambani Group (ADAG) of cpamies.
The company Reliance Communications Limited has lsst up
with the aim of providing communication and infortoa to

people at affordable price.

The company Reliance Communications business ieslutie
whole range of services related to the teleconosecich as fixed
line telephones and mobiles. The business of tmepaay also

includes services like broadband, data servicésrnational and
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national long distance services. Reliance Commtioita also
provides to its customers a wide range of valueeddpplications

and services.

The company is able to provide such a vast rangemices to its
customers for it has a high- capacity, reliablenvesgent, and

integrated digital network.

The company Reliance Communications Limited in orte
provide the best quality of services to its cust@maid down
60,000 kilometers of optic fiber all across Indiche company
launched the Reliance mobile services in Decemb@® and this
has helped to increase the subscriber base ofaimpany. The
company Reliance Communications Limited's subsciiase has
increased a lot over the years and at presents@ng8 million.
The company provides telecommunication servicaadiiduals
and enterprises. Reliance Communications Compasybbaome
the leading telecommunication integrated companynaia and

the chairman of the company is Anil Ambani.

Reliance Communications Company's total revenueuatad to
Rs.35,260 million in 2005-2006 and the next yeérs ffigure
stood at Rs.45,785 million. The net profit of thempany

amounted to Rs.7,023 million and the next years thgure
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increased to Rs.13,046 million. This shows that toenpany
Reliance Communications Limited's total revenue aat profit
has registered a significant growth in one yeare thmpany is
listed on the Bombay stock Exchange and Nationalckst
Exchange. The company Reliance Communications édnit
added a record number of subscribers in Deceml# #tat was

1.4 million 33

The company Reliance Communications Limited's mtarke
capitalization reached the top with Rs.1 lakh ciamehe Bombay
Stock Exchange in February 2007. The company hggdaathe

E- Governance project of the West Bengal governmerilay
2007. The company Reliance Communications has werktost
and Sullivan market leadership award in October5280d also
the CDMA industry achievement award for internadion
leadership in October 2004. This shows that Redianc
Communications has been doing very good work tlaat lieen
recognized by the industry. And this is the reasbat the

company has received so many awards.

Reliance Communications Limited further plans tgand its
operations and also plans to upgrade its technolbgg is sure to
help the company serve its customers better arichlsd increase
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its subscriber base. The company Reliance Commionsa
Limited should always try to provide the best qtyadif services to
its customers for this would lead to customer fatt®on and
loyalty. And this will in turn help the company wrow and

prosper even more.

« TATA TELE SERVICES *

Tata Teleservices was set up in 1996 and is uheerata Group,
which is a group worth around US$ 22 billion and Inaore than
96 companies. The company Tata Teleservices Lintitedbeen

formed with an investment of around US$ 7.5 billion

The company Tata Teleservices has helped the Trat#pGo have
a strong presence in the telecom sector in Indthth@ chairman
of the company is Mr. Ratan N. Tata. The companyg th& 1st
company in the country to launch the CDMA mobilevemes
within the state of Andhra Pradesh. Tata Telesesvicimited
offers various kinds of telephone services to itstemers such as
wireless desktop phones, wire line services, modelevices, and
public booth telephony. Further the company alstersfother
services like value added services such as roargnogp calling,

voice portal, data cards, and Internet post partices, 3-way
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conferencing, enterprise services, USB modem, Wirkernet,

and calling card services.

Tata Teleservices Company provides certain othedymts to its
customers like new data and voice services whiclude picture
messaging, ring tones, polyphonic, and interactipplications.
The company pioneered the CDMA technology in thenty and
has reliable infrastructure that ensures the quadiervices
received by the customers. The Company Tata Teiessr
Limited has provided only high quality servicesit® customers
and this has helped the company to become a miadar in the
telephony fixed wireless market. The total subssrimase of Tata

Teleservices is more than 3.8 million.

The company Tata Teleservices Limited in order xpaed its
domain, has acquired the company Hughes Telecondiajl
Limited in December 2002. Further the company hadera total
investment of around Rs.19,924 crore in making Hninalia
presence in around 20 telecom circle. The majacteh circles
where the Company Tata Teleservices has its presame
Gujarat, West Bengal, Uttar Pradesh, Himachal Riade
Rajasthan, Haryana, Punjab, Madhya Pradesh, and Nauu.
The company provides employment to more than 6@@ple and
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as the company is expanding it is going to creasx 80,000 jobs

in the near future.

Tata Teleservices Limited launched the scheme af-stop
mobile that allows a subscriber to receive incomatis free of
cost. The company has become the biggest telecandéd retail
chain and is also the 1st telecom service providendia that
offers postpaid mobile connections on line. The gany Tata
Teleservices Limited in order to expand its operai has
partnered with Ericsson, ECI Telecom, Lucent, anotdvbla so
that it can deploy reliable network that is teclmgotally very
advanced. The company has become a leading compathme
telecom sector in India for the quality of its sees that it
provides to its customers. And as the company Tataservices
Limited is expanding and upgrading its technologyure will
help the company to provide even better services toustomers.
Tata Teleservices must continue to provide the hestity of
services to its customers for this will lead totouser satisfaction
and loyalty and this in turn will help the compatoy grow and

prosper.
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e IDEA CELLULAR ¥

Idea Cellular started its operations in 1995 anghider the Aditya
Birla Group, which holds 98.3% stake in the compaiihe
company Idea Cellular Limited is one of the telephavireless

companies that functions in many states in India.

The company Idea Cellular is the leading mobilevises GSM
operator in the country. The Company Idea Celluiarited is the
only cellular operator in India to launch EDGE a@&RS. The
chairman of the company is Mr.Kumar Mangalam Balal the
managing director is Mr. Sanjeev Aga. ldea Celllanited has
the license to provide services in 11 telecom eg@h the country.
The telecom circles where the Company Idea Celldlas
operations are Goa, Maharashtra, Andhra- Praddsattisharh,
Kerala, Haryana, Uttaranchal, Gujarat, Delhi, UPesty and
Madhya Pradesh. The company's footprint at preseners
around 45% of the population of India and more th@#o of the

telecom market.

Idea Cellular Limited was the 1st cellular compamyhe country
to launch the scheme of music messaging with backgt tones,
cellular jockey, and group talk. The company wa®dhe 1st to

launch mobile email services and voice portal. |dadlular
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Company offers various services to its customeeg thclude
prepaid and post paid mobile services. The com@dsy offers
roaming, value added services, and call managesesnices to
its customers. The Company Idea Cellular Limited b#ered
revolutionary tariff plans to its customers suchL#stime Idea,
Super Power, Women's Card, Lifelong offer, and Oumg 2

Minutes Free.

Idea Cellular in call management services offensoua services
to its customers such as call conference, CLIPRCkhll divert,
itemized bill, and call wait facilities. The comparprovides
roaming facility to its customers who are very @#nt for the
company has a very wide network, which covers ntbam 530
cities in the country and also in around 80 coestrcross the
world. The Company ldea Cellular also providesugtomers with
the facility that they can pay their mobile bills bne through the
company's website. As the company provides the smrsices to
its customers, the subscriber base of the compasyntreased at

a very rapid pace.

The Company Idea Cellular Limited has won the GSM
Association Award in the category of Bill Flash.eTbompany is
the 1st cellular operator in the country who has\aa award on
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such a big platform. Idea Cellular Limited in orderexpand even
more has acquired the Company Escotel in 2004.nineber of
telecom circles where the company operates hagased with
this acquisition and thus it has helped the compartyave a pan
India presence. The Company ldea Cellular is alsoning to
upgrade its network that will ensure that the loestlity of service

Is provided to its customers.

Idea Cellular has become the topmost company inteleEzom
sector in India on the basis of the quality ofsksvices. And so in
the future also, the company must continue to pi®vits
customers with better facilities for this will hetpe company to

grow and prosper.

« AIRCEL 3¢

The Aircel Group is a result of alliance between xia
Communications Berhad of Malaysia (74% equity) akmbllo
Hospital Enterprise Ltd of India (26%  equity).
The Aircel Group, formed in 1994, offers affordabnd
outstanding mobile services to a vast subscribee ba India.
Aircel has a vision of delighting its customersdiying them the
respect they deserve. Aircel commenced operationsl999.

Today, Aircel operates in 18 telecommunicationlescand the
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company is ready to embark on a dynamic expandam pwiftly

rolling out in new circles in the near future.

« VIDEOCON?Y

Videocon Telecommunications Limited, a Videocon ugro
company offers GSM mobile services GSM service urttie
brand name Videocon. The services are already dplaming in
Tamil Nadu, Punjab, Haryana, Mumbai, Gujarat, Keraadhya
Pradesh, UP East, UP West, Himachal Pradesh amdvgitidbe

present across the country.

The Videocon Group is a $4 billion, global businesaglomerate
with a strong presence in Household Consumer Ga@oitig, Gas,

Retail, Telecom, DTH and the Power sector.

The Videocon group has constantly leveraged a rultof
innovation to develop a range of market re-defimngducts. The
Group has several manufacturing facilities globadlyd R&D
centers spread across Americas, Europe and Ausadlzat are
constantly working towards creating global qualpyoducts
deploying the most up-to-date technology.
The Group is rated among India’s Top 15 Businesssés and is

listed among the 100 Emerging Giants of the Woclcbading to a
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Boston Consulting Group study in addition to beiatpd amongst

the Top 15 of India’s ‘buzziest brands’ by ageragd in 2010.

« BPL MOBILE COMMUNICATIONS 38

BPL Mobile Communications Limited offers GSM wirs&e
facilities in three states of India besides offgribroadband

facilities via wireless bpl net with an ADSL intetncompetence.

Based in Bangalore, the firm is the subordinat¥¢adafone Essar
Ltd. BPL Mobile has had the opportunity of provigirthe
communications requirements of the fiscal centeindfa for the
past 13 years. Later, in the year 2009, BPL Motalranded itself

as Loop Mobile and has been operating since th&tumbai.

Its latest identity, Loop Mobile symbolizes deveimnt with
stability. The firm incessantly functions towardsoyading their
subscribers an excellent set of connections, imvemrroducts and
a better-quality cellular telephony understandiiigpledges to
sustain the same focus and dedication in offerhrey éxcellent
network connectivity, billing precision, and a nfd&ss custom-

made client service.

In an attempt to offer best of customer servicectwas, BPL

Mobile Communications Limited have endowed morentRg 300
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crore to improvise to Next Generation IP (NGIP)-get This
extremely competent network improvisation allows giiovider to
provide supreme voice clearness and wide-rangingrage along
with prompt data facilities. The firm is the onlye in India to
have fulfilled the TRAI yardsticks on a set-up asdrvice
excellence constraints. BPL Mobile Communicatiores lalso
been ranked as the best set-up by Voice & Datarimapy
Telecom periodical, in their 2008 SAARC mobile ser

agreement review.

BPL Mobile Communications Limited has achieved a
considerable Mumbai market share of additional cuibsrs. The
importance on expansion is evidently replicatedthe firm's
increasing subscriber base. In 2009, the brand rdwaweged from

BPL mobile to Loop mobile.

FUTURE GROWTH IN TELECOM SEGMENTS

According to a Frost & Sullivan industry analysy, B012, fixed
line revenues are expected to touch US$ 12.2 bilivbile mobile
revenues will reach US$ 39.8 billion in India. Fixkne capex is
projected to be US$ 3.2 billion, and mobile capsxikely to

touch US$ 9.4 billior??
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Further, according to a report by Gartner Inc.idng likely to
remain the world's second largest wireless market &hina in
terms of mobile connections. According to recenadaleased by
the COAI, Indian telecom operators added a totdl066 million
wireless subscribers in December 2008. Furtheridtag wireless
subscriber base stood at 811.59 million at the ehdVarch

2011%°

The overall cellular services revenue in Indiangjgcted to grow
at a CAGR of 18 per cent from 2008-2012 to exce&$ 37
billion. Cellular market penetration will rise t®.& per cent from

19.8 per cent in 2007.

The Indian telecommunications industry is on a dghotkajectory
with the GSM operators adding a record 9.3 milliaew
subscribers in January 2009, taking the total bsese to 267.5

million, according to the data released by COAI.

In WiMax, India is slated to become the largest \WiKImarket
in the Asia-Pacific by 2013. A recent study seefidis WiMAX

subscriber base hitting 14 million by 2013 and gnmgrvannually
at nearly 130 per cent. And investments in WiMAXttees are
slated to top US$ 500 million in India, accordirm& report by

US-based research and consulting firm, StrategyyAns.
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 VALUE-ADDED SERVICES IN TELECOM INDUSTRY

A report by market research firm IMRB stated tha¢ itmobile
value-added services (MVAS) industry was valuedJ8% 1.15
billion in June 2008, and is expected to grow rpad 70 per cent

to touch US$ 2.96 billion by June 20%2.

Currently, MVAS in India accounts for 10 per cent the
operator's revenue, which is expected to reach e8cpnt by
2012. According to a study by Stanford Universitygl a&onsulting
firm BDA, the Indian MVAS is poised to touch US$/3.billion

by 2012%

Mobile advertising, which is an important VAS segneoffers
great potential to become an important revenueceoiarketers
are increasingly using MVAS as a step ahead of 3dsi&d
marketing to sell soaps and shampoos, banking,ranse
products and also entertainment services, and roeakets are

proving to be very receptive for such marketing.

Further, Venture Capitalists like Canaan PartnBraper Fisher
Juvertson, Helion, and Nexus India are also innogatvith
services like mobile payment options, advertisingice-based

SMS and satellite video streaming.
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2.7

RELIANCE COMMUNICATIONS

The Late Dhirubhai Ambani dreamt of a digital Indtaan India
where the common man would have access to affeedabhns of
information and communication. Dhirubhai, who seglandedly
built India’s largest private sector company vitlp&rom scratch,
had stated as early as 1499Make the tools of information and
communication available to people at an affordabk&t. They will

overcome the handicaps of illiteracy and lack obitky.”

It was with this belief in mind that Reliance Conmmizations
(formerly Reliance Infocomm) started laying 60,0G0ute
kilometers of a pan-India fiber optic backbone.sThackbone was
commissioned on 28 December 2002, the auspiciocasammn of
Dhirubhai's 70th birthday, though sadly after hisexpected

demise on 6 July 2002.

Reliance Communications has a reliable, high-c#paaitegrated
(both wireless and wireline) and convergent (voidata and
video) digital network. It is capable of deliverirg range of
services spanning the entire infocomm (informati@md
communication) value chain, including infrastruetand services

for enterprises as well as individuals, applicaticand consulting.
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Today, Reliance Communications is revolutionizing tvay India
communicates and networks, truly bringing aboutea nvay of

life.

« ABOUT ADAG

Few men in history have made as dramatic a conioitbdo their
country’s economic fortunes as did the founder efidce, Sh.
Dhirubhai H Ambani. Fewer still have left behindegacy that is

more enduring and timeless.

When Dhirubhai embarked on his first business ventae had a
seed capital of barely US$ 300 (around Rs 14,000¢r the next
three and a half decades, he converted this flegiginterprise
into a Rs 60,000 crore colossus—an achievementhwbarned
Reliance a place on the global Fortune 500 list, finst ever

Indian private company to do so.

Under Dhirubhai’'s extraordinary vision and leadgrslireliance
scripted one of the greatest growth stories in @@te history
anywhere in the world, and went on to become lisdlargest

private sector enterprise.

.Reliance Communications is the flagship companyhef Anil

Dhirubhai Ambani Group (ADAG) of companies. Listed the
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National Stock Exchange and the Bombay Stock Exghath is
India’s leading integrated telecommunication conypauth over

100 million customers.

Business encompasses a complete range of telecortese
covering mobile and fixed line telephony. It inchsdbroadband,
national and international long distance serviges$ @ata services
along with an exhaustive range of value-added cesviand
applications. Our constant endeavor is to achiessgoener delight
by enhancing the productivity of the enterprised ardividuals

we serve.

Reliance Mobile (formerly Reliance India Mobileguhched on
28 December 2002, coinciding with the joyous ocuasif the late
Dhirubhal Ambani’'s 70th birthday, was among thetiahi
initiatives of Reliance Communications. It markée tauspicious
beginning of Dhirubhai’s dream of ushering in aitdigrevolution

in India.

Reliance—ADA  Group’s  flagship  company, Reliance
Communications, is India's largest private seatéormation and
communications company, with over 100 million sulbsrs. It

has established a pan-India, high-capacity, intedrgwireless
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and wire-line), convergent (voice, data and vid#igjtal network,

to offer services spanning the entire infocomm eaihain.

Other major group companies — Reliance Capital Betlance
Infrastructure — are widely acknowledged as theketaleaders

in their respective areas of operation.

* VISION OF THE COMPANY

By 2015, be amongst the top 3 most valued
Indian companies, Providing Information, Communaat &
Entertainment services, and being the industry lmack in

Customer Experience, Employee Centricity and Intioma

« CHAIRMAN'S PROFILE

Regarded as one of the foremost corporate leaddrs o
contemporary India, Shri Anil D. Ambani ,48, is tbleairman of
all the listed companies of the Reliance ADA Gromgmely
Reliance Communications, Reliance Capital, Relidhgergy and

Reliance Power limited.

He is also Chairman of the Board of Governors ofrildhai
Ambani Institute of Information and Communicatioachnology,

Gandhinagar, Gujarat.
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Anil D Ambani joined Reliance in 1983 as Co-ChieteEutive
Officer, and was centrally involved in every aspaift the
company’s management over the next 22 years. Hzedited
with having pioneered a number of path-breakingaritial
innovations in the Indian capital markets. He speaded the
country’s first forays into the overseas capitalrkess with
international public offerings of global depositamgceipts,
convertibles and bonds. Starting in 1991, he dikdReliance
Industries in its efforts to raise over US$ 2 bitli He also steered

the 100-year Yankee bond issue for the compangnnary 1997.

« CORPORATE GOVERNANCE

Organizations, like individuals, depend for theiunasval,
sustenance and growth on the support and goodwilthe
communities of which they are an integral part, andt pay back

this generosity in every way they can...

This ethical standpoint, derived from the visionaafr founder,
lies at the heart of the CSR philosophy of the &wle — ADA

Group.

While we strongly believe that our primary obligatior duty as

corporate entities is to our shareholders — weusteas mindful of
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the fact that this imperative does not exist idagon; it is part of
a much larger compact which we have with our ertioey of
stakeholders: From employees, customers and vetmlbrssiness

partners, eco-system, local communities, and soatdarge.

We evaluate and assess each critical businessateais choice
from the point of view of diverse stakeholder ety driven by
the need to minimize risk and to pro-actively addréong-term

social, economic and environmental costs and cascer

For us, being socially responsible is not an occwsi act of
charity or that one-time token financial contriloutito the local
school, hospital or environmental NGO. It is an @ng year-
round commitment, which is integrated into the veoye of our

business objectives and strategy.

Because we believe that there is no contradictemvéen doing
well and doing right. Indeed, doing right is a resagy condition

for doing well.

« CODE OF CONDUCT

Reliance — ADAG continually reviews corporate gmaerce best
practices to ensure that they reflect global dgualents. It takes

feedback into account, in its periodic reviewshs guidelines to
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ensure their continuing relevance, effectivenessd an

responsiveness to the needs of local and interradtinvestors

and other stakeholders.

Our code of conduct and business policies encorapatize

following areas:-

Values and commitments

Code of ethics

Business policies

Ethics management

Prevention of sexual harassment

Policy on insider trading

We endeavor to further extend our efforts beyoredttaditional
value chain by developing and deploying completkectem

solutions for the entire spectrum of society.
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2.8 FINANCIAL PERFORMANCE OF RELIANCE

COMMUNICATIONS

In RCOM, revenue increased from Rs.107,664 (mi)lion2005-06
to Rs. 231,076 (million) in 2010-11 and net praficreased from

Rs.4,438 (million) in 2005-06 to Rs. 46,550 (mitjan 2009-10'
Table No.2.3

Financial Performance of RCOM

Financial Year Revenue (Rs. Millions) Net Profit Rs.
Millions)

2005-06 107,664 4,438

2006-07 144,683 31,637
2007-08 190,678 54,011
2008-09 229,485 60,449
2009-10 221,323 46,550
2010-11 231,076 13,457

(Source: Annual Reports of RCOM)

2.9 BUSINESS DETAILS OF RELIANCE COMMUNICATION *’

« MOBILE BUSINESS

India’s leading integrated telecom company Reliance
Communications is the flagship company of the Abilirubhai
Ambani Group (ADAG) of companies. Listed on the iNal

Stock Exchange and the Bombay Stock Exchange, Ind&’s
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leading integrated telecommunication company witlero100

million customers.

Our business encompasses a complete range of neleexvices
covering mobile and fixed line telephony. It inchsdbroadband,
national and international long distance serviges$ @ata services
along with an exhaustive range of value-added cesviand
applications. Our constant endeavor is to provideeahanced
customer experience and achieve customer satfiachy

upscaling the productivity of the enterprises andividuals we

serve.

Reliance Mobile (formerly Reliance India Mobileguhched on
28 December 2002, coinciding with the joyous ocuasif the late
Dhirubhai Ambani’'s70th birthday, was among the iahit
initiatives of Reliance Communications. It markée tauspicious
beginning of Dhirubhai’s dream of ushering in aitdigrevolution
in India. Today, we can proudly claim that we wearstrumental
in harnessing the true power of information and @mmication,
by bestowing it in the hands of the common manftirdable

rates.
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« WIRELESS RELIANCE MOBILE

With over 110 million subscribers across India,i&&ete Mobile is
India’s largest mobile service brand. Reliance Nlservices

now cover over 24,000 town, 6 lakh villages anlil gbiunting.

What sets Reliance Mobile apart is the fact thatlge90 per cent
of our handsets are data-enabled, and can accedseds of Java

applications on Reliance Mobile World.

Reliance Mobile has ushered in a mobile revolutignoffering
advanced multimedia handsets to the common manesat v
affordable rates. This innovative low pricing haxreased the
number of mobile phone users and its result isrigleaflected in

the meteoric rise in India’s tele-density over plast four years.

Our pan-India wireless network runs on CDMA 2000 1x
technology, which has superior voice and data dhaped
compared to other cellular mobile technologies. GDRO0O 1x is
more cost-effective as it utilizes the scarce ragpectrum more
efficiently than other technologies do. Enhancedcercclarity,
superior data speed of up to 144 kbps and seammggation to
newer generations of mobile technologies is soméatfkey

differentiators.
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« R-WORLD

With over 150 data applications offering variedveses - unique
to any wireless service in India - R World is tralyreasure house

of knowledge, information, entertainment and conuaer

* INTERNET

The successful rolling out of real broadband sewiacross the
nation marks the second chapter of Reliance Conuatians’
commitment to usher in a digital revolution in ladiReliance
Communications is setting new standards for thddmaor follow
through inventive use of cutting-edge technologmethe field of
fibore optics, Ethernet, microwave radios, switchinguting,

digital compression and encoding.

The mass roll out of broadband being carried outRajiance
Communications across the length and breadth ofcthatry,
offering speeds of up to 100 Mbps to millions oérss in itself is

a technological marvel.

The uniqueness of Reliance Communications’ broadiib@hative
lies in the fact that our entire nationwide netwadsk being
conceptualized and built from ground zero. It issigeed to

deliver affordable quality education, drive govearoa, transform
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healthcare, enhance efficiency in business andlfjngenerate

new job opportunities for millions of unemployedlians.

Reliance Communications’ broadband service is set
revolutionize Indian society by removing the trauhal
bottlenecks of development including lack of cdpaad weak
infrastructure, and help tide over the challengedigiribution in a

vast country like India.

« E-HEALTHCARE

Reliance broadband is set to offer timely qualitgalthcare
facilities at very affordable rates to large sew$ioof the Indian
population irrespective of their geographical lemat Our
broadband connectivity is committed to usher ire& igeneration

of online healthcare delivery system.

Access to advance medical expertise can no lorgepbstrained
by geography. A patient can seek medical advidengitn the
comforts of home. Doctors can attend to patienysvaere in the
world on real-time basis. At the click of the mouseedical
records and documents can be digitally dispatchedstands of

miles away.
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Recently, the Apollo Group of Hospitals joined handith
Reliance Communications to offer its top-of-theslihealthcare

facilities online to the benefits of millions ofdrans.

 INTEGRATED ENTERPRISE SOLUTION

Reliance Communications’ Integrated Enterprise tBwiuoffering
Is currently being rolled out in 30 cities acrosdi&. It consists of
an integrated voice, data and video solution. Quiget is to

expand its service to cover the entire country adly.

For Indian enterprises, our convergent voice-dalaev solution
framework, delivered through fibre-to-the-buildingFTTB)
architecture introduces true broadband connectiviQur
enterprise broadband is delivered using Metro [Biter
technology. However, based on specific customeuirement
other high-end technologies including Digital Sufiser Line
(DSL), Local Multipoint Distribution Services (LMDSand

Integrated Service Digital Network (ISDN) are alsong depl

As per specific requirements of enterprises we igeeustomized
solutions be it a simple voice solution or comptata solutions
that involves nationwide networking of all branchesles and

field executives, vendors, suppliers and custoraedata speeds
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scalable from 64 Kbps to 100 Mbps. Reliance Compatmns’
core broadband products include MPLS based VPNgteéines,
Gigabit Internet connectivity, video conferencingndavideo

telephony.

« ENTERTAINMENT-IPTV

Reliance IPTV is powered by Microsoft media roonmjeh is the
preferred IPTV Platform world over. Leading IPTV ree
Providers like AT&T, BT, DT and SingTel operate the Media
room Platform. Features and functionalities onRiediance IPTV
differentiate us from all the other IPTV Playerstire country.
Reliance IPTV is uniquely placed to cater to thewgng & varied
needs of consumers and become India’s leading IB&Wice

provider.

Reliance IPTV comes loaded with unique features and
functionalities that are built to provide the user amazing TV

experience.

Following features differentiate Reliance IPTV fraompetition:

e LIVETV

Reliance IPTV Service has the capability to deliweer 500 Live

TV channels and will carry around 200 Channelsaahth — the
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highest by any Television Service Provider in Indide are
targeting to carry at least 250 channels, includs®d0 HD

Channels, within a year of launch.
 VIDEO ON DEMAND

Reliance IPTV can host over 5,000 hours of VoD atremt
capacity. Around 500 VoD Titles will be availablel@aunch and the
library will be expanded on an ongoing basis. Witlai year of

launch, we intend to carry at least 1500 Titles.
« DVR

Reliance IPTV has functionality to support recogdof 3 streams

simultaneously while watching Live TV/VOD

 INSTANT CHANNEL CHANGE (ICC)

A unique feature of Reliance IPTV which enablesncteh change
over in micro seconds. Typical channel change tianesat least 2-4

seconds.

e TIME-SHIFT TV

Catch-up TV allows a subscriber to go back in tiame watch

programs that were screened earlier in the daynothe week.
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Reliance IPTV has the capability to allow a sulisarito go back a

week in time.

Reliance IPTV has been tested and is running ssftdlsin more
than 200 Homes in Mumbai. Initially, our servicesl Wwe launched
in Mumbai and Delhi and then expanded to Pune, Blang,

Hyderabad and Ahmadabad in the next one year.

« ENTERPRISE SOLUTION

Our business encompasses a complete range ofrrekswices for
an Enterprise. These include bouquet of servicethéenarea of
telephony, networked telephony, data connectiwitgeo, Internet
and managed services. In a short span of time #maatialization

Enterprise Business has become market leader seoheerticals.

For Enterprises, RCOM created a convergent voita-ddeo
network — a first in the country’s history, deliedrthrough fibre-to-
the-building (FTTB) architecture. This enabled ws dffer next
generation services based on Metro Ethernet Tecgpalpart from
delivering traditional telco services. This uniqaechitecture has
enabled Indian enterprise customer to have unlinitepacity
available. Network based on cutting edge technelkgdoacked by

systems and processes designed for performance srength.
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RCOM is the service providers in the country whmlvns and
controls all the three components of connectivigmely — local
access, national long distance and internationahectivity, thus
enabling us to offer meaningful service level cotnments to

customer.

Our constant endeavor is to achieve customer ddhglenhancing

the productivity of the enterprises and individuats serve.

Today, we can proudly claim that we were instrurakmt enabling
our customers to harness true power of informatiand

communication technology.

« NETWORKING

Global network Reliance Communications is a Natiohang
Distance (NLD) and International Long Distance ()LBervice
provider, rendering national and international $gort links
between other telecommunication service providesvorks. It is
also an infrastructure provider for end-to-end ladth
requirements as well as providing dark duct andt diare on lease

to service providers and companies.
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The acquisition of Flag Telecom by Reliance in 3ap2004 has
strengthened the bouquet of our service offerimgsadtional and

global service providers and companies.

Our wholesale customers include Indian and inteynat telephony
service providers, Internet service providers, digjance carriers,
call centre operators, multinational companies,ifess process
outsourcing (BPO) companies, IT-enabled servicE@)providers

and government and quasi-government organizations.
DATA CENETR

Reliance is India's largest Internet Data Cent&C]l service
provider, hosting business critical IT Infrastruetu and
applications of Indian and foreign blue chip companfinancial
institutions and other important organizations. i&ele Internet
Data Centers are truly world class Level 3 (highl3€C facilities,
with more than 6, 50,000 sq ft of hosting spacetallof nine
IDC's including four IDC's with total hosting spack256000 sq
ft— are functioning in Mumbai, three with hostingpase of
1,00,000 sq ft- are functioning at Bangalore, dD€ lof hosting
space of 56,000 sq ft is functioning in Chennai ané IDC of
hosting space of 2,60,000 sq ft is functioning igderabad.

Reliance is also setting up world-class data centepther major
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cities in India making a total of more than 1.4l sq ft of

hosting space available over the next year.

Reliance data centers, on a daily basis, manage than 25,000
servers, 350 firewalls and 1600 terabyte of daastier. All data
center's are internationally benchmarked on allapaters —
physical and network security, infrastructure, liaes, network

connectivity and operations.

Reliance Internet Data Centers offer a range ofdstal and
advanced managed hosting services. The servicage rom
offering bulk co-location space to fully managedstiiay of
servers on rent/lease model. Further, a whole rafgeanaged
value added services are offered like firewallfuston detection,
backup, streaming, mailing, system administratidata base
administration, load balancing, storage servicesl amsaster

recovery / BCP solutions.

Internet Data Centers are critical components ofliaRee
Communications’ vision to herald a digital revodutiin India.
The Data centers are connected to Reliance's mha;-loptic
fibre-based, high capacity IP network. The dataereis further
connected to 52 countries including US, UK, Midteasd Asia-

Pac through Flag Telecom (A Reliance Communicatigraip
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company) backbone and other undersea cable sydteatso has
private peering relationship with the largest Tidnternet Service
Providers (ISPs) and public peering at more thanlritBrnet
Exchange points across the globe, apart from pgeelationship

with domestic ISPs on STM-1 bandwidth.
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3.1 INTRODUCTION

Research methodology that is the heart of the stiialyincludes the
basic assumptions, gap in the existing knowledgethe procedures
used by the researcher to fill the gap that everludes data
collections, interpretation and reaching to conolus. It is a basic
plan for action, or a series of actions chalked, ont order to
accomplishes the objective efficiently and effeslyvwith in a time
framework, without deviating from the original tetg In other
words; one can say that, where we are at this mbarahwhere we
want to go, the process involved is carefully tfamsed in to a blue

print called the research design.
3.2 RESEARCH PROBLEM: for measuring performance we have

various parameters i.e. finance, customers satisfac employ
satisfaction, and many more areas through that are roeasure
performance of any organization. In this study aeseer tries to find
the total performance of the sample unit - Relia@oemunications

by using the Balance Scorecard. Title of theardeis;

‘MEASURING THE TOTAL PERFORMANCE OF
RELIANCE COMMUNICATIONS-THROUGH BALANCED

SCORECARD.”
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The reason behind selecting the unit is; as Intkétom industry is
passing through critical position and effort tmprove the
profitability and performance. The year under rewvigvithessed
further dramatic drop in telecom tariffs. That des the units
working in this industry to focus on value addedvees along with
their main business. With the help of several rperators in the
year 2010-11, the total number of operators inrfagket stands at
No. 15. Hence, analysis of performance of Reliasmamunications
Is contemporary. We might need more balanced pedbce
information to fully assess an organization’s ssscelraditionally,
the measurement of all organizations has beendiakmo overcome
this limitation, the balanced scorecard will bedis® give a balanced
and holistic approach to assessing performance efiafte

Communications.

Performance measurement can be defined as thesprotmeasuring
efficiency, effectiveness and capability, of an@cttor a process or a
system, against given norm or target. Balancedeseod is a
strategic management and measurement system mikat dirategic
objectives to a comprehensive range of key perfoomandicators,

to provide a balanced viel.
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3.3 REVIEW OF LITERATURE

The Balanced Scorecard has generated much intenest¢ its
introduction in the early 1990s. Researchers haee gurveys, field
research and experiments in the quest to understendalanced

Scorecard.

Letza (1996) conducted a study that examined companies which
designed and implemented the Balanced Scorecael cdimpanies
in this study were: MC-Bauchemie iler GmbH & Co; Rexam
Custom Europe; AT & T EMEA (Europe/Middle East/Afa). He
found that there were similarities in the procesadspted by all
three companies in the designing and subsequetenmeptation, of
their individual Balanced Scorecard. He added ithatl cases it was
clear that good communication and building of cotnment was of
the utmost importance. It was also very clear thatunique culture
and existing company philosophy had to be incotedranto the
Balanced Scorecard for it to be acceptable to nmasagClosely
aligned to this was a need to link performance oness with

company strategy.
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Hoque and James (20803urveyed 66 Australian manufacturing
firms. Balanced Scorecard usage was measured agligtems scale
similar to that developed by him. This study usée talance
attribute to determine Balanced Scorecard use byrésponding
organization. Hoque and James find support formyyeothesis that
larger organizations tend to make more use of tilari®ed Scorecard
and it suggests that greater Balanced Scorecagk usaassociated

with improved performance.

Chan and Ho (2008) in their survey of 121 Canadian hospitals,
gueried the respondent about their perceptions wibpect to
Balanced Scorecard. They reported that the Balar®eatecard
implementers made use of all four Balanced Scodeparspectives
and used a relatively balanced mix of outcome nreaswand
performance drivers. They also reported that thexg no significant
difference between implementers and non-implemsraéBalanced
Scorecard with respect to the respondent’s peasptabout the
following two statements: (1) there is a directklibetween your
organizations long term strategy and performancasoes, and (2)
the performance measures reflect a clear, artedilstrategy. This is

meaningful because it is possible that organizatihrat have not
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formally implemented a Balanced Scorecard may djréee using at

least some of the Balanced Scorecard attributes.

lttner and Larcker (2003)conducted field research in more than 60
manufacturing and services companies supplemenidd survey
responses from 297 senior executives. Casual lekkagere a major
focus of this study which reported that only 23 gestage of the
surveyed companies consistently built and veriftedisal models.
They reported that four common mistake companie&emahen
trying to measure nonfinancial performance. Thesg®) no linking
measures to strategy, (2) not validating the lirdetween the
measures, (3) not setting the right performanagetar (4) measuring
incorrectly. Further reported that at least 70 eetage of companies

use measures that lack statistical validity anidlodity.

A Norwegian study by Stemsrudhagen (26p43urveyed 83
Norwegian manufacturing companies. This study setto explore
the degree to which performance measurement syshaws the
structural properties which are inherent in theaBaéd Scorecard.
The study also asked whether the properties of pagormance
measurement systems in Balanced Scorecard com@ariekfferent
from properties found in non- Balanced Scorecaranpmamnies.

Stemsrudhagen reported that the structures of oeaftce
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measurement systems comprise many of the measauesl fin
Balanced Scorecard, irrespective of whether orthet companies

have in fact implemented this system.

Speckbacher et al. (2003)surveyed publicly traded firms in
Germany, Austria and Switzerland on their usagehef Balanced
Scorecard. Almost all of these organizations uswdet of the four
Kaplan and Norton Balanced Scorecard perspectiveanEial,
Customer and Internal Business perspective. Spehbkbaet al.
(2003) reported that “Improved alignment of strategpjectives with
strategy” and Improved company results in the Ltergy’ were

common expected benefits of Balanced Scorecard use.

Malina and Selto (2001)conducted field research in a Fortune 500
company for the purpose of answering the followirgsearch
guestion: (RQ1) Is the Balanced Scorecard an (ifigctve
communication device, creating strategic (non) rahgnt, (in)
effective motivation, and positive organizationataemmes? (RQ2) Is
the Balanced Scorecard an (in) effective managecuritol device,
creating strategic (non) alignment, (in) effectieotivation, and
(negative) positive organizational outcomes? Thaynfl support for
RQ2: Effective management control appears to caligmed with

strategy and Effective motivation, which in turnpaprs to cause
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positive outcomes. In other words, effective mamnag® control
appears to contribute to positive motivation of émployees and to
an organization working with the organizations teigg which leads
to positive results. In summary, they found thatan least one
corporate setting, the Balanced Scorecard pressigsificant

opportunities to develop, communicate and implens@ategy.

lttner, Larcker and Meyer (2003provide, one of the first detailed
studies of Balanced Scorecard based compensaton fahe perform
field research in one organizations and find teagn in a Balanced
Scorecard setting, short-term financial measures the primary
determinant of bonuses. They also find that a lgyg®portion of
branch manager’ performance evaluations are basddators other
than the Balanced Scorecard measures, even thasgretobn to

consider other factors was not a component of tmei$ plan.

3.4 OBJECTIVES OF THE STUDY

The broader objective of the study is to measuia performance of
Reliance Communications through Balanced Scoreedrnith is sub

divided into four main key performance indicatdf®() as:
(a)Financial Perspective,

(b) Customer Perspective,
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(c) Internal Business Processes and
(d) Learning and Growth Perspectives.

Under each KPI, the organization must select nsethat will align
business performance to its strategic objectiveg wision. The
reason behind selecting this topic is that theare$eer was working
at the Reliance Communication at Mumbai and waslwed in the
team that decides the strategic vision of Relia@oenmunications

Limited. The vision which was decided in the ye@0@& is as undét

By 2015, be amongst the top 3 most valued Indiampamies,
Providing Information, Communication and Entemaent services,
and being the industry benchmark in Customer Erpeg, Employee
Centricity and Innovation

The first objective of the study is:

To Measure customer satisfaction level of Reliand@ommunication

— this objective is in line with customers Perspwecotf BSC.

As per the vision of the company, RCOM emphasizesGustomer
Experience.” It is an area which can give a suatda competitive
advantage and hence it is one of the key thrusisafer RCOM
business. Researcher has taken strategic meassresustomer

satisfaction level for measurement of customer g&pee
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Second objective of the study is:

To Measure employee satisfaction level and also teaddre
organizational perception level of employee. Tlsign line with the
learning and growth perspective of BSC.

As per the vision of the company, RCOM emphasizestonmployee
Centricity” and in this line two strategic measursslected by

researcher, employee satisfaction and organizataraeption level.

Third objective of the study is:

To Measure Performance of Connection with good vajoality,

Performance for Resolution of billing / chargingalidity complaints
and to Accessibility of call centre / customer cdrleis objective is to
measure Internal Business Process Perspective ©f BSachieve an
efficient internal business processes that deliservices to the
customer in a timely fashion and adequately mewmscustomer’s
needs and allow the RCOM to comply with its socgsponsibilities
while meeting all regulatory requirements. As pésion of the
company, “Customer Experience” is enhanced througty high

standards and quality in all customer interactiombe relevant
strategic measures under this perspective are ctbonewith good
voice quality, metering and billing credibility armatcessibility of call

centre / customer care.

Forth objective of the study is:

To measure company’s financial performance in lwegh the

Financial Perspective of BSC.
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As per the vision of the company, “By 2015, be agtre top 3 most
valued Indian companies.” Strategic measures selday researcher
for the purpose are: Earning per share, Return sse#s, Return on

equity, Return on Investment and Market value.

3.5 SOURCE OF THE DATA
The methodologies adopted for this study is a coatibn of
guantitative and qualitative methods. For the prymdata source,
structured questionnaires were designed to coltatth on the
strategic objectives of the company in order tonidg relevant
measures being used under the four perspectivaheobalanced
scorecard. Customers and employees survey of RQOMIlect data
on the identified measures in order to calculagntlior the purpose
of analysis. This was most specifically targetedalecting data on
metrics under customer perspective, the internalniess processes
and, learning and growth perspectives.

3.6 SIGNIFICENT OF THE STUDY
We might need more balanced performance informatoriully
assess an organization’'s success. It seems thaallifove have
learned, we remain stuck in the quagmire of finalneieasurements.
Perhaps tradition is serving as a guide unwilliogyteld to the

present realities. Traditionally, the measuremérdlloorganisations
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has been financial. Bookkeeping records that aiegbesed to
facilitate financial transactions can be tracedkb#wousands of
years. At the turn of the twentieth century, financial meeement
innovations were critical to the success of théyaadustrial giants
like General Motors. The financial measures creaedhat time
were the perfect complement to the machinelike reatof the

corporate entities and management philosophy of tay.

Competition was ruled by scope and economic of escalith

financial measures providing the yardsticks of sgsc

The situation is not different with what is happ®niin the Indian
telecom industry. The industry has failed to growhwchanging
times. Performance of RCOM is not up to the mard prrofitability

of RCOM was decreasing last two year. This is tloeee a

debilitating factor to assessing true performan€EeRGOM with

respect to their strategies and goals. To overdbmdimitation, the
Balanced Scorecard will be used to give a balaaocgdmore holistic
approach to assessing performance of RCOM. BalaBcerkcard as
a carefully set of quantifiable measures derivedmfr an

organisation’s strategy. The measures selectedthi®r Scorecard
represent a tool for leaders to use in communigatinemployees

and external stakeholders the outcomes and penfmendrivers by
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which the organisation will achieve its mission astrategic
objectives. There are three elements to this tbak tit can be
implemented as measurement system, strategic maeagsystem,
communication tool or information tool.
This study will therefore focus on investigatingvitnat respects the
balanced scorecard and measures in several dimengimvide
stakeholder with additional information regardingrfprmance of
RCOM. The use of common measures is to providefdoness,
standardization and ease of presentation on reggotrformance of
RCOM.

3.7 RESEARCH METHODOLOGY
This study is based on the primary and secondaly. dis data is
collected from various sources especially from higld financial
annual report of company and structured questioendihe period
for measurement of financial performance is from E}06-07 to
2010-11and other related data are collected thro8ghctured
Questionnaire filled up by Customers and Employeke&eliance
Communications respectively at Mumbai and workinghe head

quarter of the (Mumbai) sample unit.

For collection of data for total performance measwgnt, balanced

scorecard for an organization, four main key penfomce indicators
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(KPI) which are financial perspective, customerspective, internal
business processes and learning and growth pespeete
considered in addition to the main strategic oljest of the

organization

Evaluating financial performance is a difficuliskafor researcher.
However the researcher has considered following kegncial

performance indicator to measure financial perforoea

1. Return on Asset (ROA) ;

2. Return on Equity (ROE)

3. Return on Investment (ROI)
4. Earnings Per Share (EPS)
5. Market Value

Those are describing at relevant chapter in details
Questionnaire (for customers and employees perspeats)

To evaluate three key performance indicators (KRbich are
customer perspective, internal business processdslearning &
growth perspective, structured questionnaires fostamers and
employees of Reliance Communications will be pregaifor
measuring the performance of above three perforenarticators of
balanced scorecard. The researcher has preparettuctuied

guestionnaire in five point scaling technique.
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For making the study more scientific and accuratatistical tools

like F-Test and T-Test technique will be used.

An F-test is statistical test in which the testtiste has an F-
distribution under the null hypothesis. It is madten used when
comparing statistical models that have been fa tdata set, in order
to identify the model that best fits the populaticom which the data

were sampled.

A t-test is any statistical hypothesis test in Wahtbe test statistic
follows a Student's t distribution if the null hythesis is supported. It
IS most commonly applied when the test statistiauldidfollow a

normal distribution if the value of a scaling termthe test statistic
were known. When the scaling term is unknown andpgaced by an
estimate based on the data, the test statistiee(w®ttain conditions)

follows a Student's t distribution.

3.8 HYPOTHESES
Hypothesis is an important for any research wor, itais an
assumption in the mind of researcher before stamtesearch. “A
hypothesis is a special proposition, formulatedbto tested in a
certain given situation as a part of research wisigtes what the

researcher is looking fof.”
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In the present study following hypotheses have bested:

Ho,: There is no significant difference in the meaoref
customers satisfaction of RCOM.

Ho,: There is no significant difference in the mean sar
Employees satisfaction of RCOM.

Hos: There is no significant difference in the mean sar
Organisational perception of RCOM.

Hos: The financial performance of RCOM is same durihg
study period.

3.9 SAMPLE

Reliance Communications is one of the big telecomganies in
India. It has started its operation activity on Baber - 2002 on
the 70" birthday of Late Dhirubhai Ambani. Reliance
Communications has a reliable, high-capacity, irstgl (Both
wireless & Wire line) and convergent (Voice, Data \4deo)
digital network. It is capable of delivering a rangf services
spanning the entire Infocomm (Information & Comnuation)
value chain, including infrastructure & services émterprise as

well as individual’s application & consulting.

The data collection would be as under:

Current Employee of Reliance Communications: nebes

approached 160 employee working at different levelwhich
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final 100 questioners were considered for the st{dforking at

Head quarter of Reliance Communications, Mumbai)

Customers of Reliance communications: the researdiss
approached 500 customers of Mumbai city and catectata of

which 317 customers finally considered for the gtud

3.10 CHAPTER PLAN

The present research study is presented in seagterh, which are

as follow:

Chapter One: “Performance Measurement System”

This chapter covers: Performance Measurement. dattion —
Performance Measurement in Management LiteratiPerformance
Measurement system — Objectives - Major Referenadll in
Performance Measurement system: Balanced Scorec&alanced
Scorecard Approaches — Criticism of the Balancedr&ard -

Balanced scorecard Application in Industry.

Chapter Two: “Telecom Industry and Reliance

Communications”

This chapter covers: Global Telecom Industry — dndiTelecom
Industry — Growth in Indian Telecom Industry — Majelayers in
Telecom Sector: Reliance Communications — VisiothefCompany
— Financial Performance of Reliance CommunicatierBusiness

details of Reliance Communications.
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Chapter Three: “Research Plan and Procedure”

This chapter deals with: Introduction — Researabbl®m — Review
of Literature - Objectives of the Study —Sourcetbé Data —
Significant of the Study — Research Methodologiiypotheses —
Chapter Plan — Limitations.

Chapter Four: “Customer Perspective Measurement”

This chapter contains: Introduction — Sample PeofilResponses of

the Customer regarding Preferences — Hypothesém@es

Chapter Five: “Learning and Growth and Internal Business

process Perspective Measurement”

This chapter covers: Introduction: Learning and v@hoPerspective
Measurement— Sample Profile —Analysis of Job Satigin —
Hypotheses Testing — Analysis of Organizational cBgtion —
Hypotheses Testing — Introduction: Internal BussneBrocess
Perspective Measurement — Analysis of Internal mBes8 Process
Perspective.

Chapter Six: “Financial Perspective Measurement”

This chapter deals with: Introduction — Financiaérdpective

measurement

Chapter Seven: Summary, Findings and Conclusion

This chapter deals with: Balanced Scorecard of RCORtudy of
Customer Perspective — Study of Learning and Grdvetfspective —
Study of Internal Business Process PerspectiveudySof Financial

Perspective — Overall Conclusion
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3.11 LIMITATIONS

1. The study is conducted based on secondary datan thken
financial published in Annual report, so limitatoowf data will
affect the conclusion of research.

2. Customer perspective and Learning and Growth petisgeeis
measured through primary data, so limitations da daill affect
the conclusion of research.

3. Performance measurement is based on employeesuatamers
living in Mumbai, its conclusion may not be appbtafor whole

market.
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4.1

INTRODUCTION

This chapter deals with one of the important perspe of
Balanced Scorecard (BSC), that is, Customer Pergped-or
effective implementation of RCOM strategy, strategbjectives
are broken down into measurable parameters. Aghperision of
the RCOM, customer experience is key strategicabbg If a
customer is not happy with the company customewicer
delivery, that customer may definitely turn to atle®mpetitors
for better services of same or similar productsré&fore customer
satisfaction is relevant measures under this petisgpe To
measure how the customers see the RCOM, the kéyrpance
indicator (KPI) for customer perspective is custorsatisfaction
level. The customer satisfaction index is the mipsportant
because it's directly linked to an organizationt®fft. Service
delivery via various channels of IT applications lemmerged as an
important attribute in satisfying customers. Theref a company
with very satisfied customers is able to create tasned
profitability and high growth rate. The companyoalbenefits from
word of mouth advertising from its satisfied cuseym thereby
reducing its cost of advertising whiles at the s@me increasing
its customer base. This therefore means that tighehithe

satisfaction level, the higher the future profitdpi of an
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organization may be. This study is based on a sampl500
RCOM customers living in Mumbai city out of that 731

respondents has given information.

For this purpose, the researcher has prepared wtised
guestionnaire regarding personal-individual custsnaad asking

guestions mainly in the following areas:

1. Information about different age groups of RCOM oustrs

2. Awareness about RCOM products

3. Information about which type of mobile technologsefer and
use

4. Information about type of mobile connection use

5. Customer satisfaction level

4.2 SAMPLE PROFILE
The researcher has got 317 responses from thenoeist@s under:
Table No. 4.1

Age Group of Customers

Age Group Frequency Percent
Below 20 Years 55 17.4
20-40 years 209 65.9
Above 40 years 53 16.7
Total 317 100
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Table No.4.1 indicates that from 317 responderfisiet are 55
respondents from below 20 years, 209 respondeata £0-40
years and remain 37 respondents from above 40 ybatsis
65.9% from age group of 20-40 years, were belowedrs, 209
customers were age group of 20-40 years and 58rass were

above 40 years.

Table No. 4.2

Occupation of Customers

Occupation | Frequency| Percent
Student 71 22.4
Professiona 6 1.9
Business 77 24.3
Service 151 47.6
Retired 1 0.3
Housewife 11 3.5
Total 317 100

In telecom business, occupation is very importanemd users. The
occupation of the customers is divided in six gsgupiz: students,

professionals, businessmen, service People, retmddousewives.

47.6% customers are having services, 24.3% cussoanerbusinessmen,

22.4% are students and the rest are others.
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Table No. 4.3

Sex of Customers

Gender Frequency Percent
Male 263 83

Female 54 17
Total 317 100

In India, still female customers are less that thale customers in
telecom sector. This is proved here also. Sex disteibution of sample

that 17% are female customers and 83% are malermass.

4.2RESPONSES OF THE RCOM CUSTOMERS

As discussed earlier, the researcher has preparesdruatured
guestionnaire regarding different parameters for asuang
satisfaction level of RCOM customers’. The answaisffor each
parameter in five point scaling technique. The @i were highly
satisfied, satisfied, can’t say, dissatisfied aighly dissatisfied. The

responses of RCOM customers regarding differerdmaters are as

under:
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Table No. 4.4

Information about Customer Satisfaction Level

Services sHait?sr;ihe/ d satisfied Csa:; dissatisfied digsigtrilgf/ie d Total
Customer care | Count 22 179 57 45 14 317
% 6.94%| 56.46%)| 17.98% 14.19% 4.43%| 100%
Network Count 114 152 4 41 6 317
% 35.96% 47.94%| 1.28% 12.93% 1.89%| 100%
Cost Count 101 175 8 28 5 317
% 31.86% 55.20%| 2.52% 8.85% 1.57%]| 100%
ISD Count 11 136 139 29 2 317
% 3.47%| 42.90%| 43.84% 9.16% 0.63%| 100%
STD Count 14 150 123 26 4 317
% 4.41%| 47.33%| 38.80% 8.20% 1.26%| 100%
Local Count 95 177 13 26 6 317
% 29.96/ 55.85 4.1 8.2 1.89| 100%
SMS rates Count 93 83 110 27 4 317
% 29.33% 26.20%| 34.70% 8.51% 1.26%| 100%
Voice clarity Count 83 221 11 18 4 337
% 26.18% 63.40%| 3.49% 5.67% 1.26%| 100%
Technology Coun 69 179 53 14 2 317
% 21.76% 56.46%| 16.74% 4.41% 0.63%| 100%
Product offer Count 32 230 43 10 2 317
% 10.09%| 72.55%] 13.58% 3.15% 0.63%| 100%
Total 634 1662 561 264 49| 3170
Avg 63.4 166.2 56.1 26.4 4.9
Round Avg 64 166 56 26 5 317
scale 5 4 3 2 1
Avg * scale 320 664 168 52 5[ 1209
E\?;/r;?/g*scale 381
4
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Table No.4.4 shows the responses of customersdiegadifferent types

of services provided by RCOM to the customer.

From the sampled RCOM customers, 6.94% customess haghly
satisfied regarding customer care service of RC(34,46% are
satisfied, 17.98% are can’t say, 14.19% are d&fsadi and 4.43 are

highly dissatisfied on this services.

Point No.2 is regarding Network. Here 47.94% atesBad, 12.93% are

dissatisfied.

Point No. 3 is regarding Cost of service. Here 8%8and 55.20%

customer are respectively highly satisfied andsgat regarding cost of
services and 8.85% are dissatisfied.

Point No. 4, 5 and 6 is related with call ratesl®b, STD and Local

services. In ISD, 42.90% customer are satisfied@4® are can’'t say
and 9.16% customer dissatisfied. In STD, 47.33%ocnsr are satisfied,
38.80% customer are can't say. In Local call reé2896% customers are
highly satisfied, 26.20% customers are satisfiedl &2% customers are
dissatisfied.

Point No. 7 is regarding SMS rates. Here 29.33%oousrs are highly

satisfied, 26.20% customers are satisfied and 8.®i&iomers are

dissatisfied for SMS rates.
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Point No. 8 is regarding voice clarity of mobilensees. Here 26.28%
customers are highly satisfied, 63.40% customess satisfied and
8.51% customers are dissatisfied.

Pont No. 9 is regarding technology using by RCOMeréH56.46%
customers are satisfied and 4.41% customers argatidisied for
Technology.

Point No. 10 is regarding product offer. Here 1@08ustomers are
highly satisfied, 72.55% customers are satisfied ari5% customers

are dissatisfied.

By observing this table, it can be said that mdsthe customers are
almost satisfied with different types of servicesypded by RCOM and

dissatisfied customers are very few.

Considering the overall average about satisfactio@,average scale is
3.81 out of 5; it means customer satisfaction si®ré6% for RCOM

customers.
4.3 HYPOTHESE TESTING

(1)Age Group and Customers’ Satisfaction

There are three age groups consider in the quesii@n Different
type of age group has a different satisfaction lleVhis was tested

under the following hypothesis:
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There is no significant difference in mean scoreddferent age

groups and customers satisfaction of RCOM customers

HO: p1l =p2 =3

H1: p1# u2# pu3

Where ul1 = Age group of below 20 years

Hn2 = Age group of 20-40 years

1u3 = Age group of above 40 years

Table No. 4.5

Age and Customers’ Satisfaction

Customer Satisfaction Score
Age Group 201040/ 40to 60| 60to 80 | Total
Below 20 Years 3 41 11 55
20-40 Years 4 145 60 209
Above 40 Years 2 47 4 53
Total 9 233 75 317
Std.
Age Group N Mean SD Error
Below 20 Years 55 2.15 0.488 0.066
20-40 Years 209 2.27 0.485 0.034
Above 40 Years 53 2.04 0.338 0.046
Total 317 2.21 0.472 0.026
ANOVA CALCULATIONS
SS Df MS F
Between Groups| 2.508 2 1.2515.799
Within Groups 67.756 314 | 0.216
Total 70.259 316
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Table value of F = 2.99

Level of Significance = 0.05

The above ANOVA table shows that the table valud-ait 5%
level of significance is 2.99 and the calculatebli@af F is 5.799.
As, the calculated value of F is more its tableueal null

hypothesis is rejected. It means that there isifesgnt difference
in customers’ satisfaction regarding different ggeup. Age is a

major consideration for customers’ satisfaction.

Occupation and Customers’ Satisfaction

Occupation of customers’ is divided in six groupsudent,
professionals, business class, service classededind housewife.
If the occupation affects on customers’ satisfactos not, was

tested as under:

Null Hypothesis:

There is no significant difference in mean scor@afupation of

the respondents in customers’ satisfaction of RGfstomers.

HO: p1 = p2 = u3 =u4 = u5 = ub

H1: ul# p2# pu3# pd+ pus# ub
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H2 =
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Student

Professional

Business class

u4d = Service class

u5 = Retired
U6 = Housewife
Table No.4.6
Occupation and Customers’ Satisfaction
Customer Satisfaction Score
Occupation| 20to 40 | 40to 60 60 to 80 | Total
Student 0 45 26 71
Professional 1 5 0 6
Business 2 64 11 77
Service 6 110 35 151
Retired 0 1 0 1
Housewife 0 8 3 11
Total 9 233 75 317
Std.
Occupation N Mean SD Error
Student 71 2.37 0.485 0.0%8
Professional 6 1.83 0.408 0.167
Business 77 2.12 0.396 0.045
Service 151 2.19 0.486 0.04
Retired 1 2 0 0
Housewife 11 2.27 0.467 0.141
Total 317 2.21 0.472 0.026
ANOVA CALCULATIONS
SS Df MS F
Between Groups| 3.386 5 0.677 3.15
Within Groups 66.873 311 | 0.215
Total 70.259 316
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Table value of F = 2.21

Level of Significance = 0.05

The above ANOVA table shows that the table valud- @it 5%
level of significance is 2.21 and the calculatetl@af F is 3.15.
As, the calculated value of F is more its tableueal null
hypothesis is rejected. It means that there isifesgnt difference
in customers’ satisfaction regarding their occugatalso. The
occupation is major consideration for customersstaction or all
types of customers having different occupationsehdifferent

satisfaction level.

Sex and Customers’ Satisfaction

Male and Female customers’ may have different faation for
the preference of RCOM customers. The custometgsfaetion

according to sex was tested as under:

Null Hypothesis:

There is no significant difference in mean scoreco$tomers’

satisfaction and gender in RCOM customers.

HO: pl = p2

H1: p1+# p2
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Where pul1 = Male customers
u2 = Female customers

Table No. 4.7
Gender and Customers’ Satisfaction

Customer Satisfaction Score
Gender 20to 40 40to 60| 60to 80 Total
Male 8 189 66 263
Female 1 44 9 54
Total 9 233 75 317
Gender N Mean SD Std. Error
Male 263 2.22 0.483 0.03
Female 54 2.15 0.408 0.055
Total 317

Calculated value of t=1.028

Degrees of freedom = 315

Table value of t = 1.960

Level of Significance = 0.05

Table No.4. 7 reveal that the mean score of mateomers is 2.22
and the mean score of female customers’ is 2.15ampled

RCOM customers. Whether the difference is significa not can
be tested by applying t test. The calculated vafues 1.028, and
table value of t is 1.960 at 0.05 level of sigrafice. As the
calculated value of t is less than its table vatudl hypothesis is
accepted. It says that there is a no significaniéerence in

customers’ preference regarding the sex of custmmer
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(4)Types Of Mobile Technology and Customers’ Satistdion

There are two types of mobile technology are al&lan the market,
first one GSM and second one is CDMA. RCOM is pdow both
the types of technology to its customers. If thpety of mobile
technology affect on customers’ satisfaction or, ve¢re tested as

under:
Null Hypothesis:
There is no significant difference in mean scordypies of mobile
technology using and customers’ satisfaction of RIOEdstomers.
HO: p1 = p2 = u3 =p4
H1: pl# p2# p3# p4
Where ul1 = CDMA
H2 = GSM
u3 = Both Technology

pn4 = Don’t Know

Table No. 4.8
Types of Mobile Technology and Customers’ Satisfaicin
Mobile Customer Satisfaction Score

Technology using 20to40| 40to 60| 60to 80 Total

CDMA 1 51 39 91
GSM 4 142 29 175

Both 4 37 7 48

Don't Know 0 3 0 3
Total 9 233 75 317
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Mobile Technology N Mean SD Std.
Using Error
CDMA 91 2.42 0.518 0.054
GSM 175 2.14 0.411 0.03
Both 48 2.06 0.48 0.069
Don't Know 3 2 0 0
Total 317 2.21 0.472 0.026
SS Df MS F
Between Groups 5.886 3 1.962 9.539
Within Groups 64.373 313 0.206
Total 70.259 316

Table value of F = 2.60

Level of Significance = 0.05

Table No. 4.8 shows the mean score of different ilmob
technology using and customers’ satisfaction. knse to be
around 2.21. The ANOVA table shows that the catedlaalue of
F is 9.539, which is more than its table value. ¢éennull
hypothesis is rejected. It means that there isifesgnt difference

In customers’ satisfaction regarding mobile tecbgglusing.

(5)Types Of Mobile Connection and Customers’ Satisfaion

There are two types of mobile connection are piagidhy RCOM to
its customers’, Pre-paid and Post-paid connectibthe types of
mobile connection affect on customers’ satisfact@mnnot, were

tested as under:
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Null Hypothesis:

There is no significant difference in mean scordypies of mobile
connection and customers’ satisfaction of RCOMaustrs.
HO: p1 = p2 = u3
H1: p1# u2# pu3
Where u1 = Pre-paid type connection
u2 = Post-paid type connection
K13 = both types of connection

Table No. 4.9
Types of Mobile Connection and Customers’ Satisfamin

Type of Mobile Customer Satisfaction Score
Connection 20to 40/ 40to 60/ 60 to 80 Total
Pre-paid 7 171 60 238
Post-paid 2 56 13 71
Both 0 6 2 8
Total 9 233 75 317
Type of Mobile Std.
Connection N Mean SD Error
Pre-paid 238 2.22 0.483 0.031
Post-paid 71 2.15 0.436 0.052
Both 8 2.25 0.463 0.164
Total 317 2.21 0.472 0.026
SS Df MS F
Between Groups 0.265 2 0.133 0.595
Within Groups 69.993 314 0.223
Total 70.259 316
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Table value of F = 2.99

Level of Significance = 0.05

Table No. 4.9 shows the mean score of differerd’symobile
connection and customers’ satisfaction. It seem$doaround
2.21. The ANOVA table shows that the calculatecugadf F is
0.595, which is less than its table value. Henadl,hypothesis is
accepted. It means that there is no significantedihce in
customers’ satisfaction regarding types of mobitnection

using.

(6) Time Period Of Connection and Customers’ Satiaction

Those are RCOM customers’, how long they are udimg
connection is divided in less than 3 months, 3-ttne, 6-12
months and 1-2 years. If the time period of conpacaffect on

customers’ satisfaction or not, were tested asminde

Null Hypothesis:

There is no significant difference in mean scoretiwfe period

connection and customers’ satisfaction of RCOM@ustrs.

HO: p1 = p2 = u3=p4

H1: p1# p2# pu3u4
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Where p1 = Less than 3 months
pn2 = 3-6 months
u3 = 6-12 months

n4 = 1-2 years
Table No. 4.10
Time Period of Mobile Connection and Customers’ Sasfaction
Time period of Mobile| Customer Satisfaction Score
Connection Using 20t0 40| 40to 60 60to 80 Total
Less than 3 months 1 1 0 2
3-6 months 1 25 20 46
6-12 months 3 41 19 63
1-2 Years 4 166 36 206
Total 9 233 75 317
Time period of Mobile Std.
Connection Using N Mean SD Error
Less than 3 months 2 1.5 0.707 0.5
3-6 months 46 2.41 0.541 0.08
6-12 months 63 2.25 0.538 0.068
1-2 Years 206 2.16 0.413 0.029
Total 317 2.21 0.472 0.026
SS Df MS F
Between Groups 3.641 3 1.214 5.702
Within Groups 66.618 313 0.213
Total 70.259 316

Table value of F = 2.60

Level of Significance = 0.05

Table No. 4.10 shows the mean score of differeneé tperiod of
mobile connection and customers’ satisfaction. démss to be

around 2.21. The ANOVA table shows that the caledlavalue of
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F is 5.702, which is more than its table value. ¢¢gnnull
hypothesis is rejected. It means that there isifesgnt difference
in customers’ satisfaction regarding time period mbbile

connection using.
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Chapter 5
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PROCESS PERSPECTIVE MEASUREMENT
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5.1 INTRODUCTION: LEARNING AND GROWTH
PERSPECTIVE

This chapter deals with second perspective of BaldrScorecard
(BSC), that is, Learning and Growth perspective.learning
organization is a knowledgeable organization. Agaaization that
empowers its staff and resource them adequatelysuikly reap
the benefit in term of superior performance andagino For most
organization that has treated their employees ais thost critical
resource they have often been rewarded with highdrsustained
profit. There is a saying that, “You cannot giveatlyou don'’t
have”. Therefore organizations with dissatisfiedptyees will
often find out that, their customer service effaate always not
without problems. They may have very brilliant cuser service
framework or model, but will have serious issueplementing it
because they have dissatisfied employees. Pooorastservice

delivery then affects customer satisfaction.

Under the learning and growth perspective, threasaemerged
which are human capital, information capital andamizational
capital. The framework is aimed at creating thehtrigtrategic
alignment between employee goals and that of treRs0 as to

create the right synergies to enable the emplogéiged superior
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service to the customer. As per the vision of tiserR Employee
centricity is the key strategic objective. The kegasures here that
are relevant to the RCOM are job satisfaction arghmizational
perception index which is driven by the main sgateobjective.
This study is based on a sample survey of 100 R@&dMloyees

working at head quarter in Mumbai city.

For this purpose, the researcher has prepared wxtwstd
questionnaire regarding RCOM employees and askugstepns

mainly in the following areas:

(1) Information about different age groups of RCOM é&gpes

(2) Information about education details of RCOM emngpkes

(3)Information about average length of service of RCOM
employees

(4)Job satisfaction index

(5)Organizational perception index

5.2 SAMPLE PROFILE

This study is based on sample survey of 100 RCOMI@&ees of 5
departments of organization at Mumbai city. As sinds been

pointed out in the research methodology, the da&tie wollected by
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administering a well structured schedule by thesassher. The
sample RCOM employees were chosen by way of theahtke
stratified and the convenience sampling techniqusesl at multi-
stages. Efforts were made to insure the represemtat the various
departments of the organization and various desmnéevel of the

organization.

Out of the 100 sampled employees 47 were salesrtdegrat, 12
were finance department, 18 from network departm&&tfrom

customer service department and 10 from Human Ressu

department.
Table No. 5.1

Departments wise Employees in RCOM
Departments Frequency| Percent

Sales 47 47.0

Finance 12 12.0

Network 18 18.0
Customer Service 13 13.0

HR 10 10.0

Total 100 100

Out of the 100 sampled employees 24% are execldwed, 17%
were senior Executive level, 16% were manager |e9& were
senior manager level, 14% were deputy Manager |\ were
deputy general manager level and remained 5% wereergl

manager level. As per organization structure eng#sydivided into
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four levels L1, L2, L3 and L4. Out of 100 sampladptoyees 5%
were L1 level, 15% were L2 level, 40% were L3 leaet 40% were
L4 level. Designation and level is one of the intpot factors that

affect the job satisfaction and organizational pption.

Table No. 5.2

Designation wise Employees in RCOM

Designation Frequency Percent
Executive 24 24.0
Senior Executive 17 17.0
Manager 16 16.0
Senior Manager 9 9.0
Deputy Manager 14 14.0
Deputy General Manager 15 15.0
General Manager 5 5.0
Total 100 100
Table No. 5.3
Level wise Employees in RCOM
Level Frequency| Percent
L1 5 5.0
L2 15 15.0
L3 40 40.0
L4 40 40.0
Total 100 100

Education has increasingly becoming an importamtofa in
determining the quality of work and performance. télecom

industry academic qualification is important be&ausajor
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function of telecom industry related with bettechteology and

guick services to customer.

Table No. 5.4
Educational Qualification of RCOM Employees

Educational
Qualification | Frequency | Percent
Under Graduate 2 2.0
Diploma 6 6.0
Graduate 40 40.0
Post Graduate 52 52.0
Total 100 100

Table No. 5.4 shows that educational qualificati@isRCOM
sampled employees. According to the table 2% betongnder
graduate, 6% to diploma, 40% to graduate and 52%ast

graduate.

The experience of employees of the organizatidroisnd to have
impact on the quality of professional service agadership. The
contribution of employees whether individually oollectively

will be influenced also by their age factor. Whilee relationship
between age and job satisfaction and organizatipeateption
could be complex; it was assumed that the persoumdvgrow

older; he would get greater satisfaction and faviera

organizational perception with his job. So, expscege of
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employees in a particular job is an important J@gan tracing
out the association with job satisfaction and oizmtonal

perception.

Table No. 5.5
Length of Service of RCOM Employees

Length of Service
(Years) Frequency| Percent

1 27 27.0
2 30 30.0
3 21 21.0
4 10 10.0
5 7 7.0
6 3 3.0
7 1 1.0
10 1 1.0

Total 100 100

Above Table No. 5.5 shows that 27% completed 1 geavice,
30% completed 2 year service, 21% completed 3 gearice,
10% completed 4 year service, 7% completed 5 yearce, 3%
completed 6 year service and 1% completed 7 yedrl@nyear
service. In overall picture, 88% total staff belertg below five
years of experience and 12% staff belongs to niae tive years

of experience.

Marital status is also an important phenomenon ttalys job

satisfaction and organizational perception forrfaried and un-
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married people have different behavior at work. &alty, one
would assume that with increasing responsibilitacpld on
married individuals, the employees value their jditile more

that an unmarried employees.

Table No. 5.6
Marital Status of RCOM Employees

Marital Status | Frequency | Percent
Married 68 68.0
Un-married 32 32.0
Total 100 100

Table No.5.6 shows that all the sampled employ&és were
married and 32% were unmarried.

5.3ANALYSIS OF JOB SATISFACTION

This part deals with job satisfaction of RCOM enyaes. It
broadly covers the personal characteristics and #ssociation
with job satisfaction. Job satisfaction covers fbasis factors 1)
economic factors, 2) social factors, 3) organizetldactors, and 4)
personal factors. Economic aspect cover pay, alices etc.
social factors consider interpersonal relationshipedom at job,
family environment and tension etc. While organaal factors
consider authority responsibility, accountabilityperformance

appraisal, works involvement etc. Personal mattecludes
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education, designation, experience etc. The extewhich the job
provides opportunities for meeting economic, sociahd
psychological needs of employees will determineirtheb
satisfaction. Job satisfaction has been analyzedhenbasis of
several questions which covers most of the aspécteanagement.
An attempt has been made to cover, job satisfacth reference
to pay and monetary benefits, behavior of subotdsaand
superior, authority, confidence and trust oppotiuto growth and
development, clarity to given authority, resporgipi and
accountability, team efforts, job involvement, veed, promotion
and development, recognition, autonomy, trainingilifees,
conducive and hygienic work environment, grievanbasdling
procedure, incentives, motivational practices, qenhnce
evaluation challenges and threats for job, job sicuand

treatment from management.

This part deals with all the aspects to examingjdbesatisfaction
among RCOM employees. For this, the schedule ofstopres
included eighteen questions of the sampled RCOM |l@yaps
were asked to respond to all these statementsverpbint scale.

Strongly agree with a statement denotes highestsailsfaction
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while strongly disagree to least job satisfactibhe responses to

the all the statements for all employees are shbairle No. 5.7.

Table No. 5.7

Information about Employees’ Job Satisfaction Level

Sr. Strongly Can't Strongly
No. Statements Agree Agree Say Disagree | Disagree
1 | | am satisfied with my Pay and other Monetary 25 30 14 23 8
Benefits; | receive for my present job.
2 | | am satisfied with the behavior of my colleagupes 33 55 12 0 0
3 | | am satisfied with superior authority in the 41 44 14 1 0
organization
4 | There are enough opportunity of my progress in 26 58 16 0 0
this organization
5 | My responsibility are clearly known to me jn 26 60 0 14 0
relation to my present job
6 | Promotion are purely based on merit and work 30 27 43 0 0
skill
7 || have the resources (materials, equipments, 19 55 17 9 0
suppliers etc.) necessary to do my job well
8 | | am satisfied with the autonomy given to mejto 8 67 22 3 0
do my work
9 | Work environment is quite conducive and 90 3 7 0
hygienic and | am fully satisfied
10 | My institution is very popular and | am proud{to 29 69 1 1 0
work in the institution
11 | | am satisfied with the grievance handling 3 44 52 1 0
procedure and justice given to the employees
12 | | am satisfied with the incentives and other 3 37 43 17 0
motivational practices adopted by management
13 | | am fully satisfied with the evaluation of 16 51 14 19 0
performance
14 | My work is full of challenge and | believe |n 57 24 8 11 0
doing such work
15 | | am satisfied with job security given to me 9 23 23 17 19
16 | | get dignified treatment from management 9 71 0 2 0 0
17 | | feel free to speak my mind 8 46 26 20 0
18 | | enjoy coming to work 11 76 13 0 0
Total 353 936 341 143 27
Avg 19.611 52 18.944 7.944 15
Round Avg 20 52 19 8 1
scale 5 4 3 2 1
Avg * scale 100 208 57 16 1
Round Avg/avg*scale 3.82
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Table No. 5.7 indicate 20 strongly agreed employB2sagreed,
19 can't say, 8 and 1 remain disagree and stratighgreed with
job satisfaction. Considering the overall averagmoua job
satisfaction, the average scale is 3.82 out oftSneans job

satisfaction index is 76% for RCOM employees.

5.4. HYPOTHESE TESTING

(1)Age Group and Job Satisfaction

There are four age groups consider in the quesiiocein A
different type of age group has a different satisba level. This
was tested under the following hypothesis:

Null Hypothesis:

There is no significant difference in mean scorditierent age

groups and job satisfaction of RCOM employees.

HO: pl=p2=p3 =p4
H1: pl# p2# u3# pé’
Where ul1 = Age group of 20-30 years
gAge group of 30-40 years
u3 = Age group of 40-50 years

ud = Age group of 50 - 60 years
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Table No. 5.8
Age and Job Satisfaction
Std.
Age Group N | Mean| SD | Error

20 to 30 Years 46 2.3 0.986 0.145
30 to 40 Years 49 2.69 0.94 0.134
40to 50 Years 3 2.67 1528 0.882
50 to 60 Years 2 2 1.414 1

Total 100 2.5 0.99| 0.099

ANOCA CALCULATIONS

SS df MS F
Between Groups| 4.186 3 1.395 1.443
Within Groups | 92.814 96 0.967

Total 97 99

Table value of F = 2.68
Level of Significance = 0.05
The above ANOVA table shows that the table valué aft 5%
level of significance is 2.68 and the calculatelli®af F is 1.443.
As the calculated value of F is less than its tald@ie, null
hypothesis is accepted. It means that there is ignifisant
difference in employees’ satisfaction regardingfedént age
group.

(2)Departments and Job Satisfaction
There are five different departments consider enghestionnaire.
Employee working into different departments has ither@nt
satisfaction level. This was tested under the valg hypothesis:
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Null Hypothesis:

There is no significant difference in mesmore of different

departments’ employee and job satisfaction of RCé&hployees.

HO: ul=p2=pu3=p4 =ud

H1: pl# p2# pu3+ pd+# pd

Where p1 = Sales diepant employees
Ku2 = Finardepartment employees
Kn3 = Network department employees
pn4 = Customer service department

Employees.

U5 = HR dement employees

Table No. 5.9

Department and Job Satisfaction

Departments N Mean| SD | Std. Error
Sales 47 2.53 0.929 0.136
Finance 12 2.83 0.718 0.207

Network 18 2.22| 0.732 0.173
Customer Service 13 292 1.256 0.348

HR 10 1.9 | 1.287 0.407

Total 100 2.5 0.99 0.099
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ANOVA CALCULATIONS

SS Df MS F
Between Groups| 8.69Y 4 2174 2.339
Within Groups | 88.3083 95 0.93

Total 97 99

Table value of F = 2.45

Level of Significance = 0.05

The above ANOVA table shows that the table valud aft 5%
level of significance is 2.45 and the calculatelli@af F is 2.339.
As the calculated value of F is less than its tald@ie, null
hypothesis is accepted. It means that there is ignifisant
difference in employees’ satisfaction regarding kimmg into

different departments.

(3)Designation of Employee and Job Satisfaction :

There are different level of designation consident executive to
general manager in the questionnaire. Employee ingriat
different level of designation so they have a ddfe job
satisfaction level. This was tested under the valhg hypothesis:
Null Hypothesis:

There is no significant difference in mean scoreifferent level
of designation employee and job satisfaction of RLCO

employees.
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HO: W1 =p2 =p3 =4 =5 =u6 = u7

H1: ul# u2# u3# pd# us# u6# u7

Where pl1 = Executive level employees
n2 = Sr.Emdve level employes
u3 =Manager level employees
n4 =Dy.Manager level employees

U5 = Sridger level employees
U6 = DyetsManager level employees

u7 = General Manager level employees

Table No. 5.10

Designation and Job Satisfaction

Designation N | Mean| SD Std. Error
Executive 24| 254 0.97y 0.199
Sr. Executive 17) 212 1.054 0.256
Manager 16| 2.75] 0.931 0.233
Sr. Manager 9 2.44 0.882 0.294
Dy. Manager 14| 2.57] 1.016 0.272
Dy. Gen.Manager| 15 2.6 0.986 0.254
Gen. Manager 5 2.4, 1.342 0.6
Total 100 2.5 0.99 0.099
ANOVA CALCULATIONS
SS df MS F
Between Groups| 3.826 6 0.638 0.637
Within Groups 93.174 93 1.002
Total 97 99
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Table value of F=2.17

Level of Significance = 0.05

The above ANOVA table shows that the table valud aft 5%
level of significance is 2.17 and the calculatelli®af F is 0.637.
As the calculated value of F is less than its tald@ie, null
hypothesis is accepted. It means that there is ignifisant
difference in employees’ satisfaction regarding kimg at

different level of designation.

(4)Educational Qualification of Employee and Job Sasifaction

There are different educational qualification enyples’ workings
into organization and researcher considers fourellewof
educational qualification from under graduate testpgraduate
into the questionnaire. Different educational giugmployees
have a different level of job satisfaction. Thisswtasted under the

following hypothesis:

Null Hypothesis:

There is no significant difference betweweans scores of
different educational groups in job satisfaction BICOM

employees.
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HO: pl=p2=p3=p4
H1: pl# p2# 3+ p4é

Where pl1 = Under Graduagenployees

u2 = Diploma Holdeemployees
u3 = GraduaEmployees

u4 = Post Graduagenployees

Table No. 5.11

Educational Qualification and Job Satisfaction

Educational Qualification N | Mean| SD | Std. Error
Under Graduate 2 1 0 0
Diploma 6 1.83| 0.983 0.401
Graduate 40 2.63 0.838 0.132
Post Graduate 52 254 1.056 0.147
Total 100 2.5 0.99 0.099
ANOVA CALCULATIONS
SS Df MS F
Between Groups| 7.869 3 2.623 2.825
Within Groups | 89.131 96 0.928
Total 97 99

Table value of F = 2.68

Level of Significance = 0.05

The above ANOVA table shows that the table valud-aft 5%
level of significance is 2.68 and the calculatelieaf F is 2.825.

As the calculated value of F is more than its tal&e, null
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hypothesis is rejected. It means that there isifesgnt difference
between the mean score of job satisfaction amorftpreint
educational groups of RCOM employees’.

(5)Length of Services and Job Satisfaction
Different length of services employees has a diffetevel of job

satisfaction. This was tested under the followiggdthesis:

Null Hypothesis:

There is no significant correlation betwdsmgth of services

and means scores of job satisfaction of RCOM engasy

HO: 1l =p2 =p3 =p4 =S5 =6 =7 =8

H1: pl# pu2# u3# pd# uS# U6+ U7+ u8

Where pl = One year lengtearivice employees
n2 = Two year length of seeveamployees
Ku3 = Three yeardth of service employees
u4 = Four yearddh of service employees
U5 = Five yeandéh of service employees
16 = Six yeardémof service employees
U7 = Seven yemgth of service employees

u8 = Ten yeargtnof service employees
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Length of Service (Years) N| Mean SD Std. Error
1 27 | 2.52| 0.849 0.163
2 30 2.6 | 1.003 0.183
3 21 | 2.71| 1.007 0.22
4 10 2.4 | 0.843 0.267
5 7 1.43 | 0.787 0.297
6 3 2 1.732 1
7 1 3 0 0
10 1 4 0 0
Total 100 2.5 0.99 0.099
ANOVA CALCULATIONS
SS Df MS F
Between Groups| 12.659 7 1.808| 1.973
Within Groups | 84.341 92 0.917
Total 97 99

Table value of F =2.02

Level of Significance = 0.05

The above ANOVA table shows that the table valud-ait 5%
level of significance is 2.02 and the calculatellieaf F is 1.973.
As the calculated value of F is less than its tad&ie, null
hypothesis is accepted. As such it can be concltitedength of
services and score of job satisfaction of Rcom eyg#s are no

correlated. They are independent to each other.
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5.5ANALYSIS OF ORGANIZATIONAL PERCEPTION

Every person lives in his own world. Human-being what
human-beings experience. It is what the human-isguegceive by
feeling, thinking and imagine. Perception is dedimes the process
by which human-beings screen, select, organize iatetpret
stimuli into the meaningful picture of the worldh& manner in
which man perceives in world provides a basis &hdvior. To be
effective, a manager must understand how peopleesper event,
objects and other people. It is try that peoplec@ge is some
things and the same people differently is not dbjecreality,
Thus, because people act on what they perceiveetdrue,

perception is in a real sense equal in importancedlity.

Perception depends on the interaction of two Setemtributions,
those of the environment (in the form of stimuldathose of the
observer. An individual may influence his or herviestnment as
well as influenced by it. Therefore, behavior ipraduct of the
interaction between an environment and individugher than

simply a reaction to an environment.

This part deals with analysis of organizational cpption of
RCOM employees. In this connection, an attemptideen made

to understand RCOM employees perception with rdsfmeco-
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operation and support among staff, delegation otfhaity,
opportunity for growth, fear and favor of supeiwrs promotion,
substandard work, operational difficulties and nuganeal
consideration, grievance, intervention, managenastt control

mechanism, team and its performance.

For studying all those aspect the researcher vedycipusly
selected thirteen different statements and askeddampled RCOM
employees to respond the each statement on a @we pcale.
Strongly agree to statement denotes most favorpbleeption
while the strongly disagreed denotes the most antable
perception. The responses for all the statemenlatece to
organizational perception for that all employees ahown into

following table;
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Table No. 5.13

Information about Employees’ Organizational Percepion Level

Sr. Strongly Can't Strongly

No. Statements Agree Agree Say Disagree | Disagree

1 || am free to raise questions and 17 49 23 11 0
make suggestion and comments| in
the organization

2 | The authority and responsibility [n 16 44 29 11 0
the organization are well defined

3 | There are enough opportunities|in 23 43 25 9 0
the origination for further growth
and development

4 | Supervision is done without any 15 48 25 11 0
fear or favor

5 [ We make opportunities 1o 5 43 25 27 0
participate in decision making

6 | We have clear cut idea about whg is 23 56 9 12 0
working under whom

7 | Interpersonal Relationship are good 29 59 8 4 0

8 | Merit is the prime consideration for 22 42 24 2 10
reward

9 | All instruction in organization arge 17 47 36 0
effectively communicated

10 | The management is fully aware and 5 37 54 4 0
committed to overall welfare qf
employees

11 | I understand the connectipn 18 52 25 5 0
between the work | do and mission
and goals of the Organization

12 | | am familiar with Organization 31 41 15 13 0
Vision and Mission

13 | I 'am proud to be a part of R-Com 38 57 5 0
Total 259 618 303 109 10
Avg 19.9230769 47.538462 23.307692 8.3846154( 0.7692308
Round Avg 20 48 23 8 1
scale 5 4 3 2 1
Avg * gcale 100 192 69 16 1
Round Avg/avg*scale 3.78

As per Table No. 5.13, 20 strongly agreed emplay4@sagreed, 23

can’'t say, 8 and 1 disagreed and strongly agreedht® different
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aspects related to organizational perception. Wayg the average
score of organizational perception at 5 point s¢hke employees
were found 3.78 which shows that on an averagenm@oyees have
favorable perception of organizational aspectshatjob. It means

organizational perception index is 76% for RCOM &ypes.

5.6 HYPOTHESES TESTING

(1)Age Group and Organizational perception

There are four age groups consider in the quesdiomnDifferent
type of age group has a different level of orgainrel

perception. This was tested under the followingdtlypsis:

Null Hypothesis:

There is no significant correlation betwees@an age groups
and mean score of organizational perception of RCOM

employees.

HO: pl =p2=p3=p4

H1: pl# p2# u3# pé’
where pul1l = Age group of 20-30 years
gAge group of 30-40 years
u3 = Age group of 40-50 years
u4 = Age group of 50 - 60 years
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Table No. 5.14

Age and Organizational Perception

Age Group N | Mean| SD | Std. Error
20 to 30 Years 46 2.8 0.719 0.106
30 to 40 Years 49  3.06 0.827 0.118
40 to 50 Years 3 3.33 0.577 0.333
50 to 60 Years 2 3 1.414 1

Total 100 2.95| 0.783 0.078
ANOVA CALCULATIONS

SS df MS F
Between Groups| 2.028 3 0.676 1.105
Within Groups | 58.722 96 0.612

Total 60.75 99

Table value of F = 2.68

Level of Significance = 0.05

The above ANOVA table shows that the table valud aft 5%
level of significance is 2.68 and the calculatellgaf F is1.105.
As the calculated value of F is less than its tald@ie, null
hypothesis is accepted. It means that there is aroelation

between different age groups and organizationaeggmion.
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(2)Departments and Organizational Perception

There are five different departments consider enghestionnaire.
Employee working into different departments hasflemrent level
of organizational perception. This was tested unklerfollowing
hypothesis:

Null Hypothesis:

There is no significant difference in mesmore of different
departments’ employee and organizational percepiioRCOM
employees.

HO: pl=p2 =p3 =p4 =pubsb

H1: pl# p2# pu3+ pd+# pd

Where u1 = Sales depant employees
u2 = Finamspartment employees
K13 = Network department employees
pn4 = Customer service department
Employees.

U5 = HR department employees
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Table No. 5.15

Department and Organizational Reeption

Departments N | Mean| SD Std. Error
Sales 47 3 0.808 0.118
Finance 12 3 0.603 0.174
Network 18| 2.61| 0.698 0.164
Customer Service 13 3.31 0.8%5 0.237
HR 10 2.8 | 0.789 0.249
Total 100 2.95| 0.783 0.078
ANOVA CALCULATIONS
SS df MS F
Between Groups| 4.103 4 1.026 1.72
Within Groups 56.647 95 0.596
Total 60.75 99

Table value of F = 2.45

Level of Significance = 0.05

The above ANOVA table shows that the table valud aft 5%
level of significance is 2.45 and the calculatetheaf F is 1.72.
As the calculated value of F is less than its tald@ie, null
hypothesis is accepted. It means that there is ignifisant
correlation between organizational perception antgpleyees’

working into different departments.

(3)Designation of Employee and Organizational Percen

There are different level of designation consident executive to

general manager in the questionnaire. Employeesvarking at
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different level of designation so they have a ddfe level of
organizational perception. This was tested under ftilowing
hypothesis:

Null Hypothesis:

There is no significant difference in maaore of different
level of designation employee and organizationatgyation of
RCOM employees.

HO: p1=p2 =pu3 =4 = u5 = u6 = u7

H1: ul# u2# u3# pud# us# U6+ u7

Where ul1 = Executive level employees

u2 = Sr.Executive level employees

Ku3 = Manager level employees

u4 = Dy.Manager level employees

U5 = Sr.Manager level employees

u6 = Dy. Gen.Manager level employees

u7 = General Manager level employees
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Table No. 5.16
Designation and Organisational Perception
Designation N | Mean| SD | Std. Error
Executive 24| 2.88] 0.85 0.174
Sr. Executive 17| 2.82 0.883 0.214
Manager 16 3 0.73 0.183
Sr. Manager 9 2.784 0.972 0.324
Dy. Manager 14| 3.07] 0.61p 0.165
Dy. Gen.Manager, 15 3.0/ 0.704 0.182
Gen. Manager 5 3.2 0.837 0.374
Total 100 2.95| 0.783 0.078
ANOVA CALCULATIONS
SS Df MS F
Between Groups| 1.43V7 6 0.239 0.3/7/6
Within Groups | 59.3183 93 0.638
Total 60.75 99

Table value of F = 2.17

Level of Significance = 0.05

The above ANOVA table shows that the table valué aft 5%

level of significance is 2.17 and the calculatelli®af F is 0.376.

As the calculated value of F is less than its tald&ie, null

hypothesis is accepted. It means that there is ignifisant

difference in organizational perception regardingrkang at

different level of designation.
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(4)Educational Qualification of Employees and Organiational
Perception

There are different educational qualification enyples’ workings
into organization and Researcher considers fowl lefveducation
qualification from under graduate to post graduate the
questionnaire. Different educational groups’ empks/ have a
different level of organizational perception. Thias tested under
the following hypothesis:

Null Hypothesis:

There is no significant difference betwesgans scores of
different educational groups’ organizational petmepof RCOM
employees.

HO: ul=p2=pn3=p4
H1: pl# p2# 3+ p4
Where pl1 = Under Graduate employees
2 = Diploma Holder employees
Kn3 = Graduate employees

u4 = Post Graduate employees
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Table No. 5.17

Educational Qualification and Organisational Percepion

Education Qualification | N | Mean| SD Std. Error

Under Graduate 2 1.5/ 0.707 0.5

Diploma 6 2.83| 1.169 0.477
Graduate 40/ 293 0.764 0.121
Post Graduate Y 3.04 0.713 0.099

Total 100, 2.95| 0.783 0.078

ANOVA CALCULATIONS
SS Df MS F
Between Groups| 4.719 3 1.573 2.695
Within Groups 56.031 96 0.584
Total 60.75 99

Table value of F = 2.68

Level of Significance =

0.05

The above ANOVA table shows that the table valud- @it 5%

level of significance is 2.68 and the calculatetli@af F is 2.695.

As the calculated value of F is more than its tal&e, null

hypothesis is rejected. It means that there isifesgnt difference

in the mean scores of organization perception andiffgrent

educational groups of RCOM employees’.
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(5)Length of Services and Organizational Perception

Different length of services employees has a dfierlevel of
organizational perception. This was tested under ftilowing

hypothesis:

Null Hypothesis:

There is no significant correlation betwdsmgth of services
and means scores of organizational perception ofORC

employees.

HO: 1l =p2 =p3 =p4 =S =6 =7 =8

H1: p1# pu2# p3+# pd# ud# U6+ u7# U8

Where pul1 = One year length of service employees
Kn2 = Two year length of service employees
u3 = Three year length of service employees
14 = Four year length of service employees
U5 = Five year length of service employees
U6 = Six year length of service employees
U7 = Seven year length of service employees

18 = Ten year length of service employees
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Table No. 5.18

Length of Services and Organizational Perception

Length of Service (Years) N | Mean| SD Std. Error
1 27| 2.81| 0.736 0.142
2 30| 3.1 | 0.803 0.147
3 21 3 0.707 0.154
4 10| 3.1 | 0.568 0.18
5 7 | 243 | 1.134 0.429
6 3| 2.67| 1.155 0.667
7 1 3 0 0
10 1 4 0 0
Total 100, 2.95 | 0.783 0.078

ANOVA CALCULATIONS

SS Df MS F
Between Groups| 4.69 7 0.671 1.101
Within Groups | 56.05% 92 0.609

Total 60.75 99

o

Table value of F =2.02
Level of Significance = 0.05

The above ANOVA table shows that the table valud-ait 5%
level of significance is 2.02 and the calculatelleaf F is 1.101.
As the calculated value of F is less than its tad&e, null
hypothesis is accepted. As such it can be concltitEdength of
services and score of job satisfaction of RCOM eygés are no

correlated. They are independent to each other.
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5.6 INTRODUCTION: INTERNAL BUSINESS PROCESS
PERSPECTIVE

This section deals with third perspective of Bath&corecard
(BSC), that is, internal business process perspeciihe various
activities under the learning and growth perspectassist to
achieve an efficient internal business processed tleliver
services to the customer in a timely fashion arat #dequately
meets the customer's needs. The efficiency of thermal
processes of an organization can affect the waycthrapany
delivers service to their customers. Operationdiciehcy and
effectiveness therefore allows company to rendeviee to its
customers at a lower or reduced cost. It could bésa source of
differentiating factor by which the company can atee
competitive advantage in its industry. Also, a pamy with good
internal processes is able to quickly respond &iotuer queries
and customers’ needs. Such a company also redoeesditing
time for the delivery of its services and increasailability of its

services to customers through the use of latesht#ogy.

RCOM is India’s truly integrated and fully-convedge
telecommunications service provider. Company opsratcross

the full spectrum of wireless, wire line, voice,talavideo and
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internet communication services. RCOM customer mBas®eds
142 million as on March 31, 2011 and includes d¥&r million

overseas retail customers and 3.5 million Reliabogital TV

customers. Rcom has a own and operate the woddjgst next
generation IP-enabled connectivity infrastructaa@mprising over
277,000 route kilometers of fiber optic cable systein India,
USA, Europe, Middle East and the Asia Pacific ragi@COM

has a built India’s one of the largest portfolio matilti-tenancy
towers offering integrated infrastructure solutions

5. 7ANALYSIS OF INTERNAL BUSINESS PROCESS
PERSPECTIVE

The strategic vision of Reliance communicationsiteghis giving
as “Providing Information, Communication & Entertainnie
services, and being the industry benchmark in.”

This vision therefore emphasizes on bringing compation
services to the doorsteps of its customers with utienate
objective of dominating the telecom industry in imdThe key

measures here that are relevant to the RCOM are:

1. Connection with good voice quality
2. Resolution of billing / charging / validity compres

3. Accessibility of call centre / customer care
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Telecom Regulatory Authority of India (TRAI) is siie Quality
of service (QoS) parameters for telecom comparindia. TRAI
has sets benchmark for each parameter. For theegimrameters

following are the benchmark decided by TRAI:

Table No. 5.19

Strategic Measures and Benchmark

STRATEGIC MEASURES BENCHMARK (TRAI)
Connection with good voice quality > 95%
Resolution of billing / charging / validity 100%
complains within 4 weeks
Accessibility of call centre / customer care > 95%

As per Table No. 5.19, benchmark of first strategeasures is
greater than or equal to 95% for connection witlodywoice
guality, benchmark of second strategic measur&6@8o within 4
weeks for resolution of billing / charging / valigicomplains and
benchmark of third strategic measure is greaten thraequal to

95% for accessibility of call centre / customerecar

For the above key measure, following is the peréoroe of
RCOM to comparison with benchmark decided by TRa#1 the

telecom company.
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Table No. 5.20

Strategic Measures and Performance of RCOM

BENCHMARK | PERFORMANCE
STRATEGIC MEASURES (TRAI) OF RCOM
Connection with good voice
guality > 95% 98.14%
Resolution of billing / charging / 100%
validity complaints within 4 weeks 100%
Accessibility of call center /
customer care > 95% 95.23%

As per Table No. 5.20, first key measures is cotmeavith good

voice quality and performance value for RCOM is1986, which is

greater than for benchmark decided by TRAI. Sedand measure

Is resolution of billing / charging / validity corgnts and

performance value for RCOM is 100%, which is megtithe

benchmark decided by TRAI and third key measuractessibility

of call centre / customer care and performanceevadu95.23%,

which is greater than for benchmark decided by TRAdr the

above performance, this shows that overall interbabkiness

processes working effectively and meet the expectaitf customer.
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Chapter 6

Financial Perspective Measurement

6.1 Introduction

6.2 Financial Perspective Measurement

1.

ahrwb

Return on Assets (ROA)
Return on Equity (ROE)
Return on Investment (ROI)
Earnings Per Share (EPS)
Market value

Reference
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INTRODUCTION

This chapter deals with one of the important perspe of
Balanced Scorecard (BSC), that is, financial pertspe For
effective implementation of RCOM strategy, strategbjectives
are broken down into measurable parameters. Aghperision of
the RCOM, “By 2015, be amongst the top 3 most \éluglian
companies” is key strategic objective. To measurantial
performance of the RCOM, the following key measurere that

are considered,

Return on Asset (ROA)
Return on Equity (ROE)
Return on Investment (ROI)
Earnings Per Share (EPS)
Market Value

ahrwbdPE

These are good indicators of the financial health am
organization since they measure how efficientlyitesses are
utilizing their assets and the value they are nmatgr to
shareholders on their investments. A businessishfinancially
healthy will consistently return high ROA, ROE, Réhd EPS.
These measures will therefore give informationhtarsholders on

the state of the businesses they have invested in.

Thus, the above indicators of a unit can be evatuatith help of
trend analysis. It is helpful in making comparatistudy of the
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changes in an item or groups of item over a peviotine and to

draw conclusion.

FINANCIAL PERSPECTIVE MEASUREMENT

1. Return on Assets (ROA)

An indicator of how profitable a company is relatito its total

assets. ROA provides an idea of how efficient manamt is at
using its assets to generate earnings. It is cdedl as shown
here, by dividing a company's annual earnings $yatal assets,
with ROA displayed as a percentage. Sometimessheferred to

as return on investment.The profitability ratiomgasures in term
of the relationship between net profits and asSéis. ROA may

also be called profit-to-asset ratio.

The formula of Return on Assets = Net Income
Total Assets

The assets of the company are made of both delegunty. Both
of these types of financing are used to fund theratpns of the
company. The ROA figure gives investors an idea hofv
effectively the company is converting the monehas to invest
into net income. The higher the ROA number, theéebebecause

the company is earning more money on less investmen
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Table No. 6.1
Trends of Return on Assets
Years
Company 2006-07| 2007-08 2008-09 2009-10 2010+1Average
RCOM

ROA (in %) 100.39| 120.35 250.483 244.66 233.6 1B9.8
Index on the base year 100 119.88 249|446 243.71 .323p 189.08

Trend value 111.808 150.81 189.82 228.82 267,83 .8189

Bharti Airtel

ROA (in %) 60.17 106.34)] 145.01 96.24 11542 104.636
Index on the base year 100 176.73 241/00 159.95 .8291 173.9006

Trend value 84.556 94.60 104.64 114.68 124|72 BBA6

Idea cellular

ROA (in %) 8.4 13.44 36.37 34.59 37.18 25.996
Index on the base year 100 160.00 432/98 411.79 .6242309.4762

Trend value 10.254 18.13 26.00 33.87 41.74 25.996

Tata Teleservices

ROA (in %) -1.78 -1.06 -1.94 -3.51 -3.25 -2.308
Index on the base year 100 59.55 108/99 197.19 5882.129.6629

Trend value -1.23 -1.77 -2.31 -2.85 -3.39 -2.308

MTNL

ROA (in %) 181.07 186.7 189.88  149.97 105/5 162.624
Index on the base year 100 103.11 10487 82(82 658.89.81278

Trend value 200.198 18141 162.62 143.84 12505 .6282

(Source: Annual reports of thspective companies)

Table No. 6.1 presents the data related to trehBOd\, its index

on the base year and percentage increase oveiopseyear of

RCOM and selected telecom company for the perioch f2006-

07 to 2010-11.

In RCOM, the ROA ranged between 100.39% in 20060d

233.26% in 2010-11 with an average of 189.81%. R@A

showed increase from 2006-07 to 2008-09 and demilaas?2009-

10 & 2010-11. Trend value is higher than the basar yevel. It

states the positive trend. It can be said thatghming more
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money on less investment and company performance wa

satisfactory based on ROA.

In Airtel, the ROA ranged between 60.17% in 2006-@7d
115.42% in 2010-11 with an average of 104.63%. R@A
showed increase from 2006-07 to 2008-09 and demiaas?2009-
10 and further increased in 2010-11. The ROA wdisfaatory.

The trend value also indicates the upward trend.

In Idea, the ROA ranged between 8.7% in 2006-073htl8% in
2010-11 with an average of 104.63%. The ROA showwekase
from 2006-07 to 2008-09 and decreased in 2009-1Dfarther
increased in 2010-11. The ROA was satisfactory. Vddae also

suggests the upward trend.

The ROA of Tata Teleservices showed declined tréoch -

1.78% in 2006-07 to -3.25% in 2010-11. The aveR@A of the
company was -2.30%, which indicated that the Returmssets
was not satisfactory. Trends values average islalger than the

base year level. So, it also says negative trend.

In MTNL, the ROA ranged between 181.07% in 2006&0d
105.5% in 2010-11 with an average of 162.62%. TH@AR

showed increase from 2006-07 to 2008-09 and demilaas?2009-
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10 & 2010-11. The ROA was satisfactory. The treatli® shows

the downward trend.

On the basis of above details, it can be conclubdatdthe highest
ROA was 189.81% oRCOM, followed by MTNL, Airtel, Idea
and Tata Teleservices. We can say that performahdeCOM

was better that other telecom company.

The overall result of ROA is determined by viewitige chi-
square. The calculated value of chi-square comésta32.23
while the critical value of chi-square is 9.488., Swre the
calculated value is higher than the critical. ldigates the
acceptance of alternative hypothesis instead dfhydothesis. It
means,‘There is significant difference in Return on Asses$ of

RCOM”.

2. Return on Equity (ROE)

Return on equity (ROE) measures the rate of retmnthe
ownership interest of the common stock owners. ¢asares a
firm's efficiency at generating profits from evemynit of
shareholders' equity (also known as net assetss@tsa minus
liabilities). ROE shows how well a company usesestment

funds to generate earnings growth. It is calculatebllows:
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Return on Equity (ROE) = Net Income
Shareholder’s Equity

The amount of net incomereturnedas a percentage o
shareholders equity. Return on equity measures rpo@ion's
profitability by revealing how much profit a compan
generates with the money shareholders have invdR&tdrn on
Equity of ROE is an indicator of a company’s pralbiity. It is
the most important profitability metrics. Return equity reveals
how much profit a company earned in comparisonht® total
amount of shareholder equity fund on the balanceetsh
Shareholder equity is equal to total assets miota tiabilities.
It's what the shareholders “own”. Shareholder ggista creation
of accounting that represents the assets createithebyetained
earnings of the business and the paid-in capitdh@fowners. A
business that has a high return on equity is mkedylto be one
that is capable of generating cash internally.tRermost part, the
higher a company’s return on equity compared tandsistry, the

better.
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Table No. 6.2

Trends of Return on Equity

Years
Company 2006-07| 2007-08 2008-09| 2009-10 2010-11 Average
RCOM

ROE (in %) 11.74 10.41 9.29 0.94] -1.57 6.16Q
Index on the base year 100 88.67 79.13 8.01 -1313752.49

Trend value 13.38 9.77 6.16 2.55 -1.06 6.162

Bharti Airtel

ROE (in %) 35.35 30.94 28.13 25.79 17.6 27.562
Index on the base year 100 87.52 79.%8 72196 49|757.96888

Trend value 35.692 31.63 27.56 23.49 19.43 27.5602

Idea cellular

ROE (in %) 23.04 29.48 8.87 9.23 6.87 15.498
Index on the base year 100 127.95 38.50 40/06 29,87.26563

Trend value 26.016 20.76 15.50 10.24 4.98 15.498

Tata Teleservices

ROE (in %) 96.7 62.68 43.33 44.72 -8.09 47.868
Index on the base year 100 64.82 44.81 46,25 -8.,349.50155

Trend value 93.37 70.62 47.87 25.11 2.36 47.8668

MTNL

ROE (in %) 4.01 3.45 14 -32.42 -42.15 -13.142
Index on the base year 100 86.03 34.91 -808.48 1:105 -327.731

Trend value 12.496 -0.32 -13.14 -25.96 -38.78 43.1

(Source: Annual reports of the respective companies

The ROE ofRCOM and selected telecom company has been

presented in table no.6.2. In RCOM, the ROE rangetiveen

11.74% in 2006-07 and -1.57% in 2010-11 with anraye of

6.61%. The ROE showed decreased trend during tiay gieriod.

It comes on average to 6.162 which are lower thanblse year

level. The trend value says the downward trendaitt be said that

company performance was not satisfactory based@. R
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In Airtel, the ROE ranged between 35.35% in 20060d 17.6%
in 2010-11 with an average of 27.56%. The ROE slklotexrease
from 2006-07 to 2010-11. The trend value says tbenavard

trend.

In Idea, the ROE ranged between 23.04% in 2006A0i76a87%
in 2010-11 with an average of 15.49%. In most oargethe
company was not maintained performance. The vdfeesays the

downward trend.

The ROE of Tata Teleservices showed declined themd 96.7%
in 2006-07 to -8.09% in 2010-11. The average ROEthaf
company was 47.86%, which indicated that company g@od
but average was not maintained. The value also dhgs

downward trend.

In MTNL, the ROE ranged between 4.01% in 2006-0d an
42.15% in 2010-11 with an average of 13.14%. Th&R6Gowed
decrease from 2006-07 to 2010-11. The ROE wasatisfactory.

The value also says the downward trend.

On the basis of above details, it can be conclubdatdthe highest

ROE was 47.86% of Tata Teleservices, followed bsteAi Idea,
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MTNL and RCOM. We can say that performance of RCO&&

not good comparing with others Telecom Company.

The overall result of ROE is determined by viewitige chi-
square. The calculated value of chi-square comedi59 while
the critical value of chi-square is 9.488. So, hire calculated
value is lower than the critical. It indicates @eceptance of null
hypothesis. It meansiThere is no significant difference in

Return on Equity of RCOM”.

3. Return on Investment (ROI)

A performance measure used to evaluate the eftgieof
an investment or to compare the efficiency of a Ipemof
different investments. To calculate ROI, the ban@éturn) of an
investment is divided by the cost of the investmém result is
expressed as a percentage or a ratio. The returmvastment

formula:

Return on = (Gain from intraent — Cost of Investment)
Investment (ROI) Cost of Investment

In the above formula "gains from investment", refdo the
proceeds obtained from selling the investment tdrast. Return
on investmentis a very popular metric because & i
versatility and simplicity. That is, if an investntedoes not have a
positive ROI, or if there are other opportunitieshva higher ROI,
then the investment should be not be undertakea.plinpose of
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the "return on investment" metric is "to measure period rates
of return on rupees invested in an economic enhtgrketers
should understand the position of their company thedreturns
expected. ROI is often compared to expected (arired) rates of

returns on rupees invested.

Table No. 6.3

Trends of Return on Investment

Years
Company 2006-07 | 2007-0§ 2008-09 2009-10 2010{11Average
RCOM
ROI(in %) 10.96 9.65 4.8 1.97 1.03 5.682
Index on the base year 100 88.0b 43.80 17.97 940 1.845
Trend value 11.19 8.44 5.68 2.93 0.17 5.682
Bharti Airtel
ROI(in %) 29.06 27.95 28.4 23.86 15.9Y 25.048
Index on the base year 100 96.18 97.73 82.11 54.986.19408
Trend value 31.102 28.08 25.05 22.02 18.99 25.048
Idea cellular
ROI(in %) 14.96 16.92 11.2 10.73 7.5 12.262
Index on the base year 100 113.10 74.87 71.72 50.181.96524
Trend value 16.484 14.37 12.26 10.1% 8.04 12.262
Tata Teleservices
ROI(in %) -8.21 1.44 5.09 -1.37 -12.01 -3.012
Index on the base year 100 -17.54 -62.00 16.69  2946. 36.68697
Trend value -0.93 -1.97 -3.01 -4.05 -5.09 -3.012
MTNL
ROI(in %) 6.77 6.48 3.43 -35.63 -16.3b -7.06
Index on the base year 100 95.7R 50.66 -526/29 .524{1l -104.284
Trend value 10.61 1.78 -7.06 -15.90 -24.73 -7.06

(Source: Annual reports of the respective companies

The ROI of RCOM and selected telecom company han be
presented in table No.6.3. In RCOM, the ROI rangetiveen
10.96% in 2006-07 and -1.03% in 2010-11 with anraye of

5.68%. The ROI showed decreased trend during tidy sieriod.
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It can be said that company performance was nasfaetory
based on ROI. Trend value is 5.682 which is lovsantthe base

year. It states the negative trend of ROI.

In Airtel, the ROI ranged between 29.06% in 2006a8d 15.97%
in 2010-11 with an average of 25.04%. The ROI shibdecrease
from 2006-07 to 2010-11. The trend value shows deavd trend

but company maintains the ROI during study period.

In Idea, the ROI ranged between 14.96% in 2006+ 5% in
2010-11 with an average of 12.26%. In most of yda@scompany
was not maintained performance. The trend valuR®©f shows

an overall downward trend.

The ROI of Tata Teleservices showed declined tfeo -8.21%
in 2006-07 to -12.01% in 2010-11. The average ROIlthe
company was 3.01%, which indicated that company geasl but
average was not maintained. The trend value of Bi@ws a

downward trend.

In MTNL, the ROI ranged between 6.77% in 2006-0d an
16.35% in 2010-11 with an average of 7.06%. The Bi@wed
decrease from 2006-07 to 2010-11. The ROI was attgfactory.

The trend value of ROI shows a downward trend.
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On the basis of above details, it can be conclubdatdthe highest
ROI was 25.04% of Airtel, followed by Idea, MTNLJOM and
Tata Teleservices. We can say that performanceCG®MR was

not good comparing with others Telecom Company.

The overall result of ROl is determined by viewihg chi-square.
The calculated value of chi-square comes out td 4Bile the
critical value of chi-square is 9.488. So, heredhkeulated value
Is lower than the critical. It indicates the aceee of null
hypothesis. It meansiThere is no significant difference in

Return on Investment of RCOM”.

4. Earnings Per Share (EPS)

The profitability of a firm from the point of viewf the ordinary
shareholders is the Earning per Share. It meastn@sprofit

available to the equity shareholders on a per shasss, i.e. the
amount that they can get on every share held. dalisulated by
dividing the profits available to the shareholdeyshe number of
the outstanding shares. The profits available te dndinary
shareholders are represented by net profits at@est and

preference dividend. The formula for derivatiortto$ ratio is:

Earnings per Share = Net Profit available to eddlgders
Nd.@rdinary shares Outstanding
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Earnings per Share are widely used term. Its use$sl in
analyzing the effect of a change in leverage onntteoperating
earnings to the ordinary shareholders and, giverrélquirements
of maximizing Earning Per Share. Earnings Per Slasea
measure of profitability of a firm from the ownep®int of view
should be used cautiously as it does not recoghigeeffect of
increase in equity capital as a result of retentbrearnings. In
other words, if Earnings Per Share has increaseft go the
owner’s may be the effect of an enlarged equitytahps a result
of retention of earnings. In other words, if Eaghifer Share has
increased over the years, it does not necessatilpwf that the
firm’s profitability has improved because the iresed profits to
the owner’s may be the effect of an enlarged eqeatyital as a
result of profit retentions, though the number ddioary shares
outstanding still remains constant. It only showswhmuch

“theoretically” belongs to the ordinary shareho&der
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Table No. 6.4

Trends of Earnings per Share

Years
Company 2006-07| 2007-08§ 2008-09 2009-10 2010+{lAverage
RCOM

EPS (in Rs.) 11.78 12.53 23.27 2.32 -3.67 9.246
Index on the base year 100 106.87 197,54 19|69 1531. 78.49

Trend value 17.468 13.36 9.25 5.14 1.02 9.246

Bharti Airtel

EPS (in Rs.) 21.27 32.9 40.79 24.8p 20.32 28.02
Index on the base year 100 154.68 191)77 116.69 5395.131.7348

Trend value 30.016 29.02 28.02 27.02 26.02 28.02

Idea cellular

EPS (in Rs.) 1.94 3.96 3.23 3.19 2.56 2.976
Index on the base year 100 204.12 166/49 164.43 .9631 153.4021

Trend value 2.882 2.93 2.98 3.02 3.07 2.976

Tata Teleservices

EPS (in Rs.) -1.72 -0.66 -0.84 -1.57 0.26 -0.906
Index on the base year 100 38.37 48.84 91.28 -15.52.67442

Trend value -1.516 -1.21 -0.91 -0.6( -0.3D -0.906

MTNL

EPS (in Rs.) 7.4 6.46 2.67 -48.63 -44.47 -15.314
Index on the base year 100 87.30 36.08 -657.16 .9600 -206.946

Trend value 16.452 0.57 -15.31 -31.20 -47.08 -146.31

(Source: Annual reports of the respective companies

Table No. 6.4 shows that the ratio of earning pare in RCOM.
The ratio showed increased from Rs.11.78 in 2006 @®Hs. 12.53
in 2007-08. It further rose to Rs.23.27 in 2008&%9 sharply
declined to Rs.2.32 in 2009-10.1t was Rs.-3.67 01®11. The
ratio fluctuated throughout the study period. Tiend value also

shows the negative trend.
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In Airtel, the ratio of earning per share showesl flhctuated trend
during the study period. The ratio was Rs.21.27n titewas
increased to Rs. 32.9 in 2007-08 showing the imgmmant in the
ratio. The ratio was Rs.40.79 in 2008-09 and Rs32@ 2010-
11. The average ratio of the company was Rs.2802.Earning
per share was quite satisfactory. The trend valse shows the

negative trend.

In idea cellular, the ratio of earning per sharevad increase
from Rs.1.94 in 2006-07 to Rs.32.9 in 2007-08. disvdecreased
to Rs.3.23 in 2008-09 to Rs. 3.19 in 2009-10 an@.B6 in 2010-
11. It can be said that the profitability of thengmany was
satisfactory based on EPS. The trend value alswatetl the

positive trend.

In Tata Teleservices, the ratio of earning per ehd®s.-1.72 in
2006-07 and Rs. -0.66 in 2007-08. It was decretséts.-0.84 to
Rs.-1.57 in 2009-10. The average ratio of the camppeas minus
Rs.0.906, which indicated that the ratio was nasfetory. The

trend value also shows the negative trend.

The ratio of earning per share of MTNL revealsttlead towards
decreasing. The E.P.S was Rs.7.4 in 2006-07 to.4&si6 2007-

08. It further declined to Rs.2.67 in 2008-09. Tisio was
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declined to very lower to Rs.-48.63 in 2009-10 & -44.47 in
2010-11. The average ratio was Rs.15.314. The twrahg shows

the negative trend.

It can be generalized from the above analysis tti&tAirtel had
the highest E.P.S followed by the MTNL, RCOM, |dead Tata
Teleservices. The E.P.S of Rcom was on third msith telecom

industry.

The overall result of EPS is determined by viewting chi-square.
The calculated value of chi-square comes out t@31@hile the
critical value of chi-square is 9.488. So, heredhkeulated value
Is higher that the critical. It indicates the adesjge of alternative
hypothesis instead of null hypothesis. It mealfiBhere is

significant difference in Earnings per Share of RC®A".

5. Market value

The market value, as reflected in the stock madkedtations,
comprises for estimating the value of a businebs. jUstification
of market value as an approximation of true worthadirm is

derived from the fact that market quotations by kEmnde indicate
the consensus of investors as to the firm’'s earpwotgntials and

the corresponding risk. The market value approachne of the
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most widely used in determining value, speciallylarfge listed

firm. The market value of a firm is determined loyestment as

well as speculative factors. It is calculated dloves:

Market Value = No. of shares outstanding * Curmaatket price

Table No. 6.5

Trends of Market Value

of share

Years (MV at the end of 31st march)

Company 2006-07 | 2007-08 2008-09 2009-1pD 2010-11Average
RCOM
Market Value (Rs. In crores) 85873.83 10485R2.6 3591| 35088.46| 22085.09 56762.81
Index on the base year 100 122.10 41.82 40.86 25.72 66.10
Trend value 96231.18 76496.97 56762,837028.65| 17294.49 56762.81
Bharti Airtel
Market Value (Rs. In crores) 72235.09 78383\58 5922| 118103.2| 135571.8 92703.75
Index on the base year 100 108.51 81.99 163.50 6887 128.3362
Trend value 59425.14 76064.45 92703|789343.10] 125982.40| 92703.77
Idea cellular
Market Value (Rs. In crores) 24372.89 26880,68 0580 21448.95| 22131.92 22066.98
Index on the base year 100 110.29 63.60 88.00 90.890.53905
Trend value 24049.72 23058.835 22066(981075.62| 20084.25 22066.98
Tata Teleservices
Market Value (Rs. In crores 3799.94 5301.p7 4173.8 4363.55 3225.23 4172.9
Index on the base year 100 139.53 109.84 114,83 8884, 109.8149
Trend value 4590.468 4381.68 4172.90 3964.12 3355.34172.9
MTNL
Market Value (Rs. In crores 9198 6048 434y 4599 3528 | 5405.4
Index on the base year 100 65.7H 47.26 50.00 30.8%8.76712
Trend value 8240.4| 682290 5405.40 3987.90 2570.4%405.4

(Source: Annual reports of the respective companies

Table No. 6.5 shows that the Market Value of RCOe Market

Value showed increased from Rs.85873.83 crore @AY to Rs.

104852.6 crore

in 2007-08. Then

it sharply declintd
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Rs.35914.07 crore in 2008-09 and Rs.35088.46 ¢nog®09-10.
It was Rs.22085.09 crore in 2010-11. The averagekdla/alue
of the company was Rs.56762.81 crore. The Markdte/avas

fluctuated throughout the study period.

In Airtel, the market value showed the fluctuatezhd during the
study period. The market value was Rs.72235.0%aro2006-07
then it was increased to Rs. 78383.58 crore in Z@ghowing
the improvement in the value. The value was Rs.Q2&lcrore in
2009-10 and Rs. 135571.8 crore in 2010-11. Theageevalue of
the company was Rs.92703.75 crore. The market waagequite

satisfactory.

In Idea cellular, the market value showed incredsem

Rs.24372.89 crore in 2006-07 to Rs.26880.68 arog®07-08. It
was decreased to Rs.15500.48 crore in 2008-09 t@RB18.95
crore in 2009-10 and Rs.22131.92 crore in 201041dan be said
that the performance of the company was stabledbasemarket

value.

In Tata Teleservices, the market value Rs.3799%8edn 2006-
07 and Rs. 5301.97 crore in 2007-08. It was deetkda®s

Rs.4363.55 crore to Rs.3225.23 crore in 2010-1k average
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value of the company was Rs.4172.9 crore, whiclcatdd that

the performance of the company was not satisfactory

The Market Value of MTNL reveals the trend towadgsreasing.
The market value was Rs.9198 crore in 2006-07 t6(48 crore
in 2007-08. It further declined to Rs.4347 crore2008-09. The
ratio was declined to very lower to Rs.4599 cror®09-10 and
Rs. 2835 crore in 2010-11. The average value waS4B5.4

crore. The market value was not satisfactory.

It can be generalized from the above analysis ttatAirtel had
the highest market value followed by the RCOM, |ddaNL and
Tata Teleservices. The Market Value wise RCOM wasecond

position in telecom industry.

The overall result of MV is determined by viewirigetchi-square.
The calculated value of chi-square comes out tdl2@4 while
the critical value of chi-square is 9.488. So, hire calculated
value is much higher than the critical. It indicatee acceptance
of alternative hypothesis instead of null hypoteedt means,

“There is significant difference in Market Value of RCOM”.
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7.1

BALANCED SCORECARD OF RCOM

The modern era is of global competition. In presscgnario,
telecom companies play vital role in the economypbgviding

communication facilities to the business as weditomers. It has
become past where customer pay higher charges ftdilen
services. Today’s market is a customer-oriented pravides
better, faster and competitive price to their coscs. To facilitate
the customers, lots of telecom players presenttim@anarket. So,
the picture is totally changed now. All types ofetoam players
offer different and qualitative services to custosndor their

satisfaction.

As an outcome of the study the researcher proBaésnced

Scorecard (BSC) of Reliance Communications:
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TableNo. 7.1

Balanced Scor ecard of Reliance Communications L imited

RELIANCE COMMUNICATIONSLIMITED

FINANCIAL PERSPECTIVE

STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
ROA 189.81%
amli);]sgtlt?{ebtip ROE 6.16%
: ROI 5.68%
most valued Indian
companies EPS 9.24
Market Value Rs. 56762.81 cr
CUSTOMER PERSPECTIVE
STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
Customer
experience Customer Satisfaction Score 76%
LEARNING AND GROWTH PERSPECTIVE
STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
Employees Job Satisfaction Score 76%
centercity Organisational Perception Score 75%

INTERNAL BUSINESS PROCESS PERSPECTIVE

STRATEGIC
OBJECTIVE STRETEGIC MEASURE PERFORMANCE
Connection with good voice quality 98.14%
Resolution of billing /charging / validity
Customer )
experience complaints 100%
P Accessibility of call centre / customef
care 95.23%
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From the above table, Reliance Communications kighihas
shown performance in terms of learning and growdlsjpective,
internal process perspective, customer perspeetngk financial

perspective.

In financial perspective, Return on Asset (ROA){URe on Equity
(ROA), Return on Investment (ROA), Earnings perr8h&PS)
and Market Value (MV) are key strategic measuresfoPmance
of ROA recorded 189.91% which was highest amongpsam
telecom company. Performance of ROE recorded 6.06fl6h
was lower than the other sampled telecom compar@l &
RCOM showed decreasing during study period. EPRCOM
recorded Rs.9.24, which was third position amongpded
telecom company. RCOM recorded average Market Vafurs.
56762.81 cr and Market Value wise RCOM was on sgcon
position in telecom industry but performance of RCQvas

decreasing.

In customer perspective, customer satisfaction xnde key
strategic measures and performance of RCOM wasdedd 6%
customer satisfaction score. Company should takeesproper

step for improving customer satisfaction scoreaip3%.

231



Chapter: 7Summary, Findings & Conclusions

In learning and growth perspective, job satisfactindex and
organisational perception index are key strateggasures. As per
table No. 7.1 showed Balanced Scorecard of RCOM¢wtvas
recorded 76% customer satisfaction score and 7%#naational
perception score. Employee is most important asdetthe
company so organisation should take proper stepnfiproving

job satisfaction and organisational score up to .95%

Performance score of internal process recorded 498.Xor
connection with good voice quality, 100% for reswin of
billing/charging/validity complaints and 95.23% faccessibility
of call centre/customer care. It means that inlepnacesses are

working properly and resolution of customer computisitimely.

The broader objective of the study is to measure tibtal
performance of Reliance Communications through Badd
Scorecard, which is sub divided into four main lpsyformance
indicators (KPI) which is financial perspective, stamer
perspective, internal business processes and,ngaamd growth
perspective. Under each KPI, the organization seleetrics that
align business performance to its strategic ohjestiand vision.
Following are the objectives of the study,

1. To Measure Customer Perspective of RCOM.
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1.2

2. To Measure Learning and Growth Perspectivie @DM.
3. To Measure Internal Business Process PerspedtR€EOM.

4. To Measure Financial Perspective of RCOM.

On the basis of the above objectives, following #re major

finding of the study.

STUDY OF CUSTOMER PERSPECTIVE

By administering the comprehensive structured sdeedof
guestion to 317 respondentsof RCOM customers tineapy data
were calculated, classified and tabulated as pem#eds of the
study. Besides elementary techniques like averageeptage, F
test and T test.

Keeping in view objective of the study, the resharccould
identified following findings.

1. There was a significant difference found in the meeore of

customers’ satisfaction and age group. It indicttes age is

major consideration for Rcom customers’ regarding

satisfaction level.

2. Regarding occupation, the RCOM customers havinfgreiht
types of occupations like service, business, studleather like
student and housewife, have different satisfactiewel of

RCOM customers’, because significant difference fwagsd.
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3. Male and female customers have no significancediffce in
satisfaction level of Rcom customers.

4. The significant difference was found in satisfactievel of
RCOM customers regarding types of mobile technolagyg.

It means CDMA and GSM technology users have differe
level of satisfaction. It indicates that mobile lieology is
major factor for customer satisfaction level.

5. No significant difference was found in mean score o
customers’ satisfaction and types of mobile conoratising.

It indicates that prepaid or postpaid connectionasa major
factor for satisfaction of RCOM customers.

6. The significant difference was found in satisfactievel of
RCOM customers regarding time period of mobile @mtion
using. It indicates that time period of using seevis important
factor for satisfaction of RCOM customers.

7.3STUDY OF LEARNING AND GROWTH PERSPECTIVE
By administering the comprehensive structured sdlecdf
guestion to 100 respondents of RCOM employees tin@apy
data were calculated, classified and tabulatedeashe needs
of the study. Besides elementary techniques likerage

percentage, F test and T test.
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Keeping in view objective of the study, the resharccould

identified following findings.

1. There was no significant difference between ageugrand
mean scores of job satisfaction of RCOM employees.

2. It was found that there was no correlation betwe®nking
into different departments and score of job satigfa.

3. It was found that there was no correlation betweerking at
different level of designation and score of johsfattion.

4. There was significant differences between academic
gualification and means score of job satisfaction.

5. There was no correlation in length of service ar@ghmscores
of job satisfaction.

6. There was no correlation between different age mgoand
mean score of organisational perception.

7. There was no significant difference found betweesrkimg
into different departments and mean scores of asgaanal
perception.

8. There was no correlation between working at differe

departments and mean score of organisational pgeyoep
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9. There was significant difference between academic
gualification and level of mean scores of orgamise
perception.

10. There was no correlation in length of service ar@hn scores

of organisational perception.

7.4 STUDY OF INTERNAL BUSINESS PROCESSES
PERSPECTIVE
The efficiency of the internal processes of an nigation can

affect the way the company delivers service tortb@stomers.

TableNo.7.2

Strategic Measuresfor Internal Business Processes Per spective

BENCHMARK | PERFORMANCE
STRATEGIC MEASURES (TRAI) OF RCOM
Connection with good voice quality, > 95% 98.14%
Resolution of billing / charging/ 100%
validity complaints within 4 weeks 100%
Accessibility of call centre / customer
care > 95% 95.23%

There is positive correlation between the perforceaof a company
and the efficiency and effectives of its internalgesses as evidenced

from the data available on above table.

1. First strategic measure for internal processesom&ction with
good voice quality and performance of RCOM was 9%,
which is above the benchmark decided by TRAI. langethat
Rcom has very good technological support and pnogiadjood

service to the customers.
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2. Second strategic measure for internal processess@ution of
billing / charging / validity complaints and penfoance of RCOM
is 100%, which is above benchmark decided by TR#Ameans
that internal processes are working properly arsblogion of
customer complaints on timely.

3. Third strategic measure for internal processesccessibility of
call centre / customer care and performance of RCOM
95.23%, which is above benchmark decided by TRAmMméans

that company has effective customer care department

7.5 STUDY OF FINANCIAL PERSPECTIVE
Under financial perspective, the following measimedrics were
considered:

Trends of Return on Asset (ROA)

The trends of ROA registered upward movement in RIGDring
the study period. RCOM recorded average ROA of 989,
which was the highest among sampled telecom comfianthe
study period. It can be concludes that RCOM usedagsets

efficiently for generating earnings.

Trends of Return on Equity (ROE):

RCOM recorded ROE of highest index of 88.67% wideest
index was registered -13.37% and it was continyodskreased
during the study period. Average ROE for Airteledd Tata and
MTNL was higher than the RCOM. It indicates not daxable
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financial position among sampled telecom comparny.isl
recommended that RCOM should focus to improve @R

Trend of Return on I nvestment (ROI):

ROI of RCOM showed decreasing trend during theystgriod.
RCOM recorded ROI of highest index of 88.05% wHdevest
index was registered 9.40%. It can be concludespiuditability
of financial resources employed in business entE@ssets is not

good during the study period.

Trends of Earnings Per Share (EPS):

EPS of RCOM showed fluctuating during study peridde EPS
showed highest index of Rs.197.54 in 2008-09 aneé$b index of
Rs.-31.15 in 2010-11.lt means profitability avaltab to
shareholders of RCOM was decreasing and RCOM redjuir

increasing profit.

M arket value:

RCOM recorded average Market value of Rs.56762r84nd it
was highest of Rs.104852.6 cr in 2008-09 and loweafst
Rs.22085.09 cr in 2010-11. It can be concludes kzesed on
market value RCOM was on second position in telegawastry

but performance of RCOM was decreasing.
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7.6 OVERALL CONCLUSION

As per table No. 7.1 showed Balanced Scorecard aliafte
Communications Limited, which was recorded 76% ausr
satisfaction score, 76% employee satisfaction s@nwd 75%
organisational perception score. Performance sobrénternal
process recorded 98.14% for connection with goadevquality,
100% for resolution of billing /charging / validigomplaints and
95.23% for accessibility of call centre / custonware. The
additional information the BSC framework has preddin
assessing the performance of RCOM is that, it basaled that
there are two sided to its performance, the firsingp poor
financial performance; and the other being the goadtomer
satisfaction, employee satisfaction and effectivaternal
processes. It is clear that company financially mat/necessarily
be the best in the telecom industry, but other gesmtve or

dimensions are taking into consideration for review

It is therefore very clear from the study that ous¢r perspective,
learning and growth perspective, and internal ssrperspective
affect the assessment of the performance of RCOWMety large
extent. With the kind of results that have beerhgaad through
this research, any investor who wants to investgmer takeover
these company will be better informed with measumeseveral
dimensions in terms of customer perspective, iadebusiness
processes perspective (operational structures anttots), and
learning and growth perspective all of which afféet long term
performance and survival of the RCOM than just Ingkat their

financials alone. Customer perspective, internalsirmss
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perspective, and learning and growth perspectieeetbre play

complementary roles in assessing performance bfutisns.

As per the Balanced Scorecard of RCOM presentdadhble No.
7.1, strategic objective decided by RCOMis top 3stmealued
Indian companies but organization is not achieves objective
because financial performance is not satisfacteeyformance of
RCOM in Customer perspective, learning and grovetsjpective,

and internal business process perspective wesdasatry.

The BSC framework can assist by providing additiona
information using measures in several dimensionsh sas
customer perspective, internal business processspqrtive and
learning and growth perspective to managers, shhlets and
other interested stakeholders regarding the pedoocm of the
Rcom. This will enable RCOM focus on the core sgas in
order to create and deliver superior value andrmetuo their
shareholders. This puts the shareholders in amn&d position
regarding the value the RCOM are delivering to thete short-
run versus the long-run. The additional informatithre BSC
framework is providing could be viewed like a commtagy on
“facts behind the figures” to reveal the non-fin@henputs that
went into achieving the financial results and wheetthe results

being reported by the RCOM are sustainable indhg fun.

As per Balanced scorecard of the RCOM, financiafgomance
of the company is not satisfactory. Researcherfindsg below

causes of poor financial performance of RCOM.

1. After a phase of robust growth over the recent,phst Indian

telecom sector is slowing down. The sector is nbaracterized
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by an overcrowded market, fragmented industry #sirecand
steep decline in tariffs.

2. Minutes of usage per subscriber in India have dedli465
minutes in 2007 to 349 minutes in 2011.

3. As aresult of decline in tariffs and falling miestof use, Industry
— wide Revenue per Minute (RPM) have decreased fii11.0
in 2007 to INR 0.4 in 2011. Same time, RCOM revepas
minute has decreased from INR 0.95 in 2007 to INR @ 2011.

4. Mobile operators currently face the challenge oft rmmly
stagnating revenues but also increasing operatipgnses. The
network expenses of operators are increasing dubetmverall
high inflationary environment along with their nek expansion
activities. For instance, in FY2007, network exmenss
percentage of revenue for RCOM, Airtel and Idedutzl were
7%, 11% and 12% respectively. However, by FY20h#&ythad
increased to 52%, 23% and 31%, It means that RC@dvhighest
rising network operating expenses as percentageeoénue
compared to other telecom company working in thisistry.

5. Company is burdened by multiple duties and levieth at the
central as well as the state level. Central lewetude annual
license fees, annual spectrum fees and service Tias. high
burden of fees/levies/duties on mobile industryypta has also
contributed to the deterioration of profitabilityRegulatory
charges in India are on the higher side compardd @hina,

Malaysia, Sri Lanka and Pakistan.
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From the above causes of the poor financial peidoca of
RCOM, following is action plan for improving finaiat
performance:

1. Focus on mass mobility market through GSM with gec
focus on rural distribution.

2. Increase revenue from new service streams of \added
service and In-roaming revenue.

3. Maximize revenues from existing assets of Towerd an
Optical fibers so that network operating expenses
decreasing.

4. RCOM not only reliant on wireless business for fatu
growth; massive opportunity in newer segments ohaolg

DTH and expansion of Enterprise business.
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ANNEXURE

ANNEXURE: 1
QUESTIONNAIRE FOR CUSTOMER SATISFACTION

1 Age Group
Below 20 years
20 — 40 years
Above 40 years

N

Occupation :
3 Gender:
Male Female

4 Which of the following RCOM Products are you agvaf?

Reliance Mobile
Fixed Wireless Phone (FWP)
High Speed Data Card
Broadband
Reliance DTH Services (Big TV)
5 _VVhich of the following RCOM Products are you w@gin

Reliance Mobile
Fixed Wireless Phone (FWP)
High Speed Data Card
Broadband
Reliance DTH Services (Big TV)
6 _VVhich Technology do you prefer?
" | coma
GSM
Both
7 _Currently, which type of Mobile Connection areuyasing?

Pre-paid

Post-paid
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8 How long have been using this Connection of y®envice Provider?

10

11

12

13

Less than 3 months

3 — 6 months
6 — 12 months
1-2years

More than 2 years

How much you spend on your Mobile Connectionrpenth?

Up to Rs. 200

Rs. 200 to Rs. 500
Rs. 500 to Rs. 700
Rs. 700 to Rs. 1000
More than Rs. 1,000

Are you satisfied with the way the Reliance trgats as a Customer ?

Highly
satisfied

satisfied Can't say| dissatisfiec Highly dissfeed

With all required documentations provided, are gatisfied with how
long it takes for the Reliance to active a new @mtion for you?

Highly
satisfied

Highly

satisfied Can’t say dissatisfied dissatisfied

Are you satisfied with how long you have to queudill Payments
or Recharge from the Counter?

Highly
satisfied

Highly

satisfied Can't say dissatisfied dissatisfied

How, will you gate the Reliance response time $0és you raise ?

Highly
satisfied

Highly

satisfied Can't say dissatisfied dissatisfied
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14 Are you satisfied with the behaviour of CustomereCaxecutives at
your Service Provider?

Highly
satisfied

Highly

satisfied Can't say dissatisfied dissatisfied

15 How will you gate (Reliance) response time to isstzse?

Highly Highly
satisfied dissatisfied

satisfied Can’t say dissatisfied

16 Rate the following services on the basigour satisfaction.

Highly
satisfied

Highly

Services dissatisfied

satisfied Can't say dissatisfied

Customer Careg

Network

Cost

ISD

STD

Local

SMS Rates

Voice Clarity

Technology

Product offer

17 Overall, how would you rate the productsReiance is offering to you ?

Highly Highly

satisfied satisfied Can't say dissatisfied dissatisfied

18 Would you like to recommend RCOM Service tceoth
YES

Thank You
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ANNEXURE: 2

QUESTIONNAIRE FOR RCOM EMPLOYEES

1 Name
2 Age
3 Departments
4  Designation
5 Level
6 Education Qualification Below Graduates
Graduates
Diploma
Post Graduates
7  Date of Joining
8 Date of Last Promotion
9. Marital Status Married
Unmarried
JOB SATISFACTION
. Strongly
No. Statements SXoneg Agree | Can't say Dis Dis
gree Agree
Agree
01. | I am satisfied with m)
Pay and other Monetary
Benefits, | received for
my present job.
02. | | am satisfied with the
behavior of my
colleagues
03. | I am satisfied with
superior authority in the
organization
04. | There are enough
opportunity  of my
progress in thig
organization
05. | My responsibility are
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clearly known to me ir
relation to my present job

06.

Promotion are purely
based on merit and work

skill

07.

| have the resources

(materials,  equipment,

suppliers etc.) necessary

to do my job well

08.

| am satisfied with the
autonomy given to me t
do my work

[®)

09.

Work environment i$
guite conducive an
hygienic and | am fully
satisfied

L=

10.

My institution is very
popular and | am prou
to work in the institution

[®X

11.

| am satisfied with th
grievance handling
procedure and justic
given to the employees

D =

12.

| am satisfied with th
incentives and othe
motivational practices
adopted by managemen

=

13.

| am fully satisfied with
the evaluation 0]
performance

14.

My work is full of
challenge and | believe i
doing such work

>

15

| am satisfied with job
security given to me

16

—

| get dignified treatmen
from management

17

| feel free to speak my

mind

18

| enjoy coming to work
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ORGANISATIONAL PERCEPTION

No.

Statements

Strongly
Agree

Averagely
Agree

Can't
say

Dis
Agree

Strongly
Dis Agree

01

| am free to raise questio

and make suggestion and

comments in the organizatio

NS

n

02

The authority
responsibility in the
organization are well defing
and decentralized

and

03

There are
opportunities in
organization  for
growth and development

the

enough

further

04

Supervision is done witho
any fear or favor

Ut

05

We make opportunities
participate in decision makin

(@]

g

06

We have clear cut idea about

who is working under whom

07

Interpersonal Relationship are

good

08

Merit is the prime
consideration for reward

09

All instruction in organization

are effectively communicate

10

The management is ful
aware and committed {
overall welfare of employeeg

11

| understand the connecti
between the work | do an
mission and goals of th
organization

DN

[N

12

with
an(

I am familiar
Organization  Vision
Mission

)

13

| am proud to be a part
RCOM

Df

Thank You

Vi
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