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Preface

The fast changing volatile and dynamic financial landscape is creating a new set of environment
for the companies and forcing the practitioners and researchers to develop new insights adopt the
changes at a fast pace than before. This book discusses some of the Contemporary Issues in Business
and Management.

This current book entitled Contemporary Issues in Business and Management discusses various
emerging trends in finance and banking. The book contains eighteen articles and is divided into three
parts.

The first part Contemporary Issues General Management contains six chapters covering the
discussions on Indian Economy Sustainable Development, Corporate Social Responsibility,
Globalization and Project Management.

The second part of the book Contemporary Issues Human Resource Management contains five
chapters covering the discussion on Emotional Intelligence, Ethics and Values, Social Media and
Issues of HR in Banking.

The third part of the book contains seven chapters on Contemporary Issues in Financial
Management covering the discussion on Financial Inclusion, Micro Credit, Role of Post Office in
Financial Inclusion and Economic Development.

All the chapters contained in the book are application-oriented and therefore will provide useful
guidance to the practitioners as much as they will to the researchers.

Pavnesh Kumar
Department of Business Management,

Indira Gandhi National Tribal University,
Amarkantak (MP).
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Dr. H.K. Singh†

ABSTRACT
The global economy is suffering from serious financial crisis in the second decade of 21st century.

This type of crisis was prevalent only in 1929. The timing of the Great Depression varied across
nations, but in most countries it started in about 1929 and lasted until the late 1930s or early 1940s. It
was the longest, most widespread, and deepest depression of the 20th century, and is used in the 21st
century as an example of how far the world’s economy can decline. The depression originated in the
United States, starting with the stock market crash of October 29, 1929 (known as Black Tuesday), but
quickly spread to almost every country in the world. The Government of India initiated New Economic
Policy in 1991 and globalization was the important ingredient of it. But, the global recession is the by-
product and serious side-effect of globalization. This global financial crisis is the turning point for
Indian economy to acquire the shape of developed nation. The current crisis also originated with sub-
prime crisis in the United States of America.

‘A decline in the seasonally and calendar adjusted real gross domestic product (GDP) in at least
two successive quarters’, as defined by Julius Siskin in the year 1974, is widely accepted definition of a
recession. However, this definition holds good for defining any country’s phase of recession; using it
for defining a global recession is somehow not correct. Recession is a significant decline in the
economic activity spread across the country, lasting more than a few months, normally visible in real
GDP growth, real personal income, employment, industrial production, and wholesale-retail sales. It
is a contraction phase of the business cycle. In order to understand what is now happening in the
world economy, we need to go a little back in past and understand what was happening in the housing
sector of America for past many years. In US, a boom in the housing sector was driving the economy
to the new level. The following were the three major factors that have resulted into this financial crisis:

● Sub-prime US households that had borrowed heavily from banks and financial institutions
to buy house property were defaulting rampantly on their debt obligations.

● Size of Sub-prime Housing Loan Market was huge at about $1.4 trillion.
● The financial experts of US backed these loans into very complicated financial instruments

popularly known as CDOs (Collateralized Debt Obligations).

* MBA, Allahabad University, Allahabad (UP) - 211002. E-mail: shantanu014@yahoo.com

† Faculty of Commerce, Banaras Hindu University, Varanasi (UP) - 221 005. E-mail: hksinghmeera@yahoo.co.in
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2 Contemporary Issues in Business and Management

A combination of low interest rates and large inflows of foreign funds helped to create easy credit
conditions where it became quite easy for people to take home loans. As more and more people took
home loans, the demands for property increased and fuelled the home prices further. As there was
enough money to lend to potential borrowers, the loan agencies started to widen their loan
disbursement reach and relaxed the loan conditions. The current global economic crisis has affected
almost every country. Even the economies considered strong in the world, have felt shocks and bolts
of this crisis. Economies of Western countries are facing liquidity and credit problem. The primary
reason of it that in today’s globalized world, all economies are knitted together and hence, tremor for
one economy is felt everywhere though, the intensity might be variable. The Indian economy is not
insulated from the global economic crisis that is looming over. Documents show that the industrial
growth has attained a mere 1.3% hike as compared to the same period in 2007. 1.3% is the lowest IIP
(Index of Industrial Production) that has ever been registered in the last ten years. This is a major issue
of concern for the policy generations and industries.

Current Economic Scenario
After a promising start to the decade in 2010-11 with achievement like GDP growth of 8.4 per

cent, bringing down fiscal deficit to 4.7 per cent from 6.4 per cent of GDP in 2009-10, as well as
containing current account deficit to 2.6 per cent from 2.8 per cent in 2009-10. GDP growth
decelerated sharply to a nine year low of 6.5 per cent during 2011-12. The slowdown was reflected in
all sectors of the economy but the industrial sector suffered the sharpest deceleration which
decelerated to 2.9 per cent during 2011-12 from 8.2 per cent in 2010-11. The Centre’s finances for
2011-12 experienced considerable slippage as key deficit indicators turned out to be much higher than
budgeted due to shortfall in tax revenues and overshooting of expenditure. The gross fiscal deficit
(GFD)-GDP ratio moved up to 5.8 per cent in 2011-12 compared to the budgeted ratio of 4.6 per cent.
The substantial increase in subsidies during 2011-12 on account of high crude oil prices further
impacted the deficit of the Government.

The year 2011-12, especially the second half, was characterized by a burgeoning current account
deficit (CAD), subdued equity inflows, depletion of foreign exchange reserves, rising external debt
and deteriorating international investment position. Inflation remained elevated at over 9 per cent in
the first eight months of 2011-12, before softening moderately in December and remained sticky in the
range of 6.9 per cent to 7.7 per cent.

Economy in 2012-13
GDP Growth Profile: According to the first advance estimates of national income for the year

2012-13 of the Central Statistics Office (CSO), the Indian economy is expected to grow at its slowest
pace in a decade at a mere 5 per cent in 2012-13, on the back of dismal performance by the farm,
manufacturing and services sectors. The estimate is lower than the 6.2 per cent growth clocked in
2011-12 and is the lowest since 2002-03, when the economy grew by 4 per cent only. According to the
CSO’s advance estimates, the growth in agriculture and allied activities are likely to lower to 1.8 per
cent in 2012-13, compared to 3.6 per cent in 2011-12 and manufacturing growth is also expected to
drop to 1.9 per cent in this fiscal, from 2.7 per cent achieved during the last year. Services sector,
including finance, insurance, real estate and business services are likely to grow by 8.6 per cent during
this fiscal, against 11.7 per cent in the last fiscal. Meanwhile, mining and quarrying is likely to be
slightly better at 0.4 per cent, compared to a negative growth of 0.6 per cent a year ago. Growth in
construction is also likely to be 5.9 per cent in 2012-13, against 5.6 per cent last year.
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Key Economic Indicators October, 2013

Table 1: Growth Rate of GDP at Factor Cost (at 2004-05) (Prices in %)

Industry 2007-08 2008-09 2009-10^ 2010-11@ 2011-12* 2012-13 (PE)

I. Agriculture 5.8 0.1 0.8 7.9 3.6 1.9

II. Industry: 9.7 4.4 9.2 9.2 3.5 2.1

Mining and
quarrying 3.7 2.1 5.9 4.9 -0.6 –0.6

Manufacturing 10.3 4.3 11.3 9.7 2.7 1.0

Electricity, gas and
water supply 8.3 4.6 6.2 5.2 6.5 4.2

Construction 10.8 5.3 6.7 10.2 5.6 4.3

III. Services 10.3 10.0 10.5 9.8 8.2 7.1

GDP at factor cost 9.3 6.7 8.6 9.3 6.2 5.0

^: Third revised estimate, @: Second revised estimate, *: First revised estimate, PE: Provisional
Estimate

Source: Central Statistics Office.

Table 2: Sectoral Share in GDP at Constant (2004-05) (Prices in %)

Industry 2007-08 2008-09 2009-10^ 2010-11@ 2011-12* 2012-13 (PE)

I. Agriculture 16.8 15.8 14.6 14.5 14.1 13.7
II. Industry: 28.7 28.1 28.3 28.2 27.5 26.7

Mining and
quarrying 2.5 2.4 2.3 2.2 2.1 2.0

Manufacturing 16.1 15.8 16.2 16.2 15.7 15.1
Electricity, gas
and water supply 2.0 2.0 2.0 1.9 1.9 1.9

Construction 8.1 8.0 7.8 7.9 7.9 7.8
III. Services 54.4 56.1 57.1 57.3 58.4 59.6
GDP at factor cost 100 100 100 100 100 100

^: Third revised estimate, @: Second revised estimate, *: First revised estimate, PE: Provisional
Estimate

Source: Central Statistics Office.

Though several sectors of Indian economy are likely to face severe jolts as an effect of the global
economic recession, real estate sector will be prime among them. What I feel, this recession is not a
threat to Indian economy, and it is actually an opportunity. Management students should think about
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SWOT Analysis and for that purpose, the strategy should be such that we can convert weakness into
strength and threat into opportunity. The vision 2020 of our ex-president Dr. A.P.J. Abdul Kalam is
that Indian economy will get the shape of developed nation but, for that purpose improvement of work
culture is needed. With the use of proper and latest modules of management thinking like Management
by Objective (MBO), Corporate Social Responsibility (CSR), Time Management and Knowledge
Management, India can make a greater role in the era of 21st century. The pioneer position of India in
Business Process Outsourcing (BPO), Knowledge Process Outsourcing (KPO) and of Information
Technology sector all across the world has put our country at a respectable position. The other sector
can also achieve a similar growth path and can become an emerging area for the nation. I am going to
explore these dimensions of modern business management before you.

Management by Objectives (MBO)
MBO is a process of agreeing upon objectives within an organization so that management and

employees agree to the objectives and understand what they are in the organization. This great theory
was propounded by Peter F. Drucker. The essence of MBO is participative goal setting, choosing
course of actions and decision making. An important part of the MBO is the measurement and the
comparison of the employee’s actual performance with the standards set. Ideally, when employees
themselves have been involved with the goal setting and the choosing the course of action to be
followed by them, they are more likely to fulfill their responsibilities.

The principle behind Management by Objectives is to create empowered employees who have
clarity of the roles and responsibilities expected from them, understand their objectives to be achieved
and thus help in the achievement of organizational as well as personal goals. Some of the important
features and advantages of MBO are:

1. Motivation: Involving employees in the whole process of goal setting and increasing
employee empowerment increases employee job satisfaction and commitment.

2. Better communication and coordination: Frequent reviews and interactions between
superiors and subordinates helps to maintain harmonious relationships within the enterprise
and also solve many problems faced during the period.

3. Clarity of goals: MBO creates a link between top management’s strategic thinking and the
strategy’s implementation lower down. Responsibility for objectives is passed from the
organization to its individual members. It is especially important for knowledge-based
organizations where all members have to be able to control their own work by feeding back
from their results to their objectives.

Management by objectives is achieved through self-control, the tool of effectiveness. Today, the
worker is a self-manager, whose decisions are of decisive importance for results. In such an
organization, management has to ask each employee three questions:

1. What should we hold you accountable for?
2. What information do you need?
3. What information do you owe the rest of us?
In this recessionary period, Management needs to retain those employees who have greater

responsibility for objectives which lead to the development of both the organization and of individual.
With this tool, Management can observer a more coordinated work culture in the organizational
structure and can bring economies in terms of flexible approach in this difficult time.
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Corporate Social Responsibility (CSR)
Enterprises don’t exist in a vacuum. They exist in a milieu with which they are in a dynamic

interaction. Naturally, they cannot wish away the society at large. It is against this backdrop that the
role of business in society is being revisited and the triple bottom line concept has emerged. Thus, it is
no longer only profit but the triple P of Planet, People and Profit, in the same order that has become
the concern of a business enterprise. An enterprise today is accountable for its impact on all relevant
stakeholders and this realization has prompted leading corporations to engage in efforts for enhancing
social well-being and environmental protection. While such efforts in the earlier times had taken the
form of corporate philanthropy, a more proactive approach is being taken today balancing economic
efficiency and social and environmental protection. This concept has taken the form of Corporate
Social Responsibility (CSR).

CSR is the continuing commitment by business to behave fairly and responsibly and contribute to
economic development while improving the quality of life of the workforce and their families as well
as local community and society at large. It is a collection of policies, programmes and practices
adopted, followed and recognized by a company. CSR is based on certain values including respect for
people, communities (in which the company operates) and the environment.

In the below mentioned diagram, we see the bearable, equitable, viable and ultimately the
sustainable approach by a judicious mix of economic, social and environmental component of
Corporate Social Responsibility. A sustainable mix can only be obtained by giving right and adequate
inputs of CSR components. A product or service can only be bearable when it is for the use of society
without hampering the environment. It will be equitable when it is available to the society in
economical way. Any product or service can only be viable when it is economic in use without
adversely affecting the environment. Finally, sustainability can be achieved when a corporation rightly
blends the bearable, equitable and viable options of its activity.

In this recessionary period, this is the time for executives to undertake a CSR audit and classify
the programmes according to their ability to enhance, and in some cases transform, the firm’s business
practices. Effective programmes that serve the community in a compelling way, and that also
demonstrate a strong potential to influence the business, must be retained and grown. This is also the
best time to be pruning initiatives that have lost their relevance and leverage. CSR should be viewed as
a business discipline and practiced with the same rigor as other aspects of a firm’s strategy. It should,
however, be remembered that rigor does not always equate to short-term financial profits. It means
that a company should aim to manage the broader environment for the business to be engaged to its
stakeholders in creating value for itself and the community in which it operates. This recession has
brought this opportunity before businesses to refine and focus their objectives from short-run big profit
to long-run average profit as the latter approach is beneficial for both the businesses and for the socio-
economic environment.
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Human Resource Accounting (HRA)
In the present age of knowledge-driven economy, the most important asset of an organization are

its human resources. Human resources are the key players in the process of production. An
organization having vast physical and financial resources may find itself unable to achieve
organizational objectives if it is not utilizing its human resources effectively and efficiently. For this
purpose, it is necessary to keep proper record and information about human resources. Financial
statements are the main source of information about the performance and the position of the resources
held by an organization. Traditional accounting system provides this information about the physical
and financial resources only and not about the human elements of an organization, which resulted into
the false and unfair presentation of financial statements. This serious limitation of traditional
accounting system was noticed in the late 1950s by behavioural scientists, economists and various
scholars in the area of accountancy. The collective efforts of these scholars have evolved a new branch
of accounting popularly known as human resource accounting (HRA). HRA involves measuring the
cost incurred by business firms and other organizations to recruit, select, hire, train and develop human
assets. It also involves measuring the economic value of people to organizations. In brief, it involves
accounting for people as organizational resources for managerial as well as financial accounting
purposes.

Of late, the problem of unemployment has hit the globe like never before. With the global
downturn and economic slowdown suddenly within a couple of months, the organizations throughout
the world started looking at their employees as liabilities and not assets. In this context, the concept of
HR Accounting has greater applicability to the various problems which are arising as a result of
economic recession. It is the time when organizations have to realize that the knowledge of the
workforce (or, more precisely human capital) is their prime assets and not liabilities.

Still, the present scenario is that, despite the global change, human resource has always been
considered as a ‘soft issue’ whose contribution could not be measured in tangible monetary terms. It
was, thus, but natural that conventional method of financial accounting neither formally recorded
investment in employees, nor did they deal with issues relating to measurement, valuation and
accounting human resource.

Social

Bearable

Sustainable

Equitable

Environment
Economic

Viable
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Time Management
Today’s world is rapid action world. Every second of its precious and the value of time have been

increased in this financial slowdown. Delay in appropriate action will lead to further shrinkage in the
funds in this tight financial condition. A proper time management can avoid this problem for an
organization. Time management refers to a range of skills, tools, and techniques used to manage time
when accomplishing specific tasks, projects and goals. This set encompasses a wide scope of activities,
and these include planning, allocating, setting goals, delegation, analysis of time spent, monitoring,
organising, scheduling and prioritising. Initially, time management referred to just business or work
activities, but eventually the term broadened to include personal activities as well. A time management
system is a designed combination of processes, tools and techniques.

As per the given table, the time of crisis is both the most urgent and important to act on. These
days, a recessionary phase, requires an extra care, consciousness and preparedness by all the global
organizations to face the challenges of low profit, low sales and low savings. Time management offers
great deal of understanding to work differently for different kind of works.

Source: http://www.cpexecutive.com/cpn/content_display/business-management/management- strategies/e3i4818debd
94b6160da61e0d665dd94c97)

Above diagram shows four distinct areas of work which are classified on the parameters of
urgency and importance. Assignments which are both important and urgent should be devoted with the
maximum attention. Crisis management, deadlines and meetings are some of such important and
urgent work which have to be taken timely and wisely. Second order works are those which are though
important but not urgent and hence falls second in the ‘to do list’. Planning, relationship building and
personal development are some of the areas fall in this category. Sometimes, some mail, e-mail arrives
all at a sudden and supposed to be urgent but most of them have time frame to complete the task and
hence, should be considered less important. The time for leisure which is both unimportant and not
urgent comes in the last category. In this recessionary phase, corporations have to devote more time in
planning to clear the mess and be immune to future shortfalls. Because of less other important activity,
at this time, organization may find suitable to rebuild its vision and mission in the changing dimension
of business.

II
– Preparation

– Planning

– Prevention

– Relationship building

III
– Interruptions

– Some mail

– Many popular activities

IV
– Trivia

– Some phone calls

– Excessive TV/Games

– Time wasters

Urgent Not Urgent

I
– Crisis

– Pressing Issues

– Deadlines

– Meetings
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In time management, the concept of Just-in-time (JIT) comes. Just-in-time is an inventory
strategy that strives to improve a business’s return on investment by reducing in-process inventory and
associated carrying costs. To meet JIT objectives, the process relies on signals between different
points in the process, which tell production when to make the next part. JIT can dramatically improve
a manufacturing organization’s return on investment, quality and efficiency. The technique was first
used by the Ford Motor Company.

The philosophy of JIT is simple: inventory is waste. JIT inventory systems expose hidden causes
of inventory keeping, and are therefore not a simple solution for a company to adopt. The company
must follow an array of new methods to manage the consequences of the change. The ideas in this way
of working come from many different disciplines including statistics, industrial engineering,
production management, and behavioural science. The JIT inventory philosophy defines how
inventory is viewed and how it relates to management. The just-in-time philosophy was also applied to
other segments of the supply chain in several types of industries. In the commercial sector, it meant
eliminating one or all of the warehouses in the link between a factory and a retail establishment.
Examples in sales, marketing, and customer service involve applying information systems and mobile
hardware to deliver customer information as needed, and reducing waste by video conferencing to cut
travel time.

Advantages of JIT
1. Lower stock holding means a reduction in storage space which saves rent and insurance costs.
2. As stock is only obtained when it is needed, less working capital is tied up in stock.
3. There is less likelihood of stock perishing, becoming obsolete or out of date.
4. Avoids the build-up of unsold finished product that can occur with sudden changes in demand.
5. Less time is spent on checking and reworking the product of others as the emphasis is on

getting the work right first time.

Disadvantages of JIT
1. There is little room for mistakes as minimal stock is kept for reworking faulty product.
2. Production is very reliant on suppliers and if stock is not delivered on time, the whole

production schedule can be delayed.
3. There is no spare finished product available to meet unexpected orders, because all products

are made to meet actual orders – however, JIT is a very responsive method of production.

Knowledge Management (KM)
Knowledge has become the key asset for the 21st century and for every organization that values

knowledge, it must invest in developing the best strategy for identifying, developing and applying the
knowledge assets it needs, to succeed. Every organization needs to invest in creating and
implementing the best knowledge networks, processes, methods, tools and technologies. This will
enable them to learn, create new knowledge, and apply the best knowledge much faster. Every
individual who wishes to successfully participate in the rapidly growing global knowledge economy
must now consider the development of their personal knowledge management competencies as an
‘essential life skill’ for the 21st century. It has been said many times, ‘knowledge will radically and
fundamentally transform economies’. One thing is absolutely certain in this rapidly changing world.
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The best knowledge will always be in demand. In, say, fifty years time, you can be certain of one thing.
Leaders of economies, industries and organizations will always be very interested in finding new and
better ways to create and apply knowledge.

Knowledge management (KM) comprises a range of strategies and practices used in an
organisation to identify, create, represent, distribute, and enable adoption of insights and experiences.
Such insights and experiences comprise knowledge, either embodied in individuals or embedded in
organisational processes or practice. An established discipline since 1991 (see Nonaka, 1991), KM
includes courses taught in the fields of business administration, information systems, management,
and library and information sciences (Alavi and Leidner, 1999). More recently, other fields have
started contributing to KM research; these include information and media, computer science, public
health, and public policy.

A broad range of thoughts on the KM discipline exists with no unanimous agreement; approaches
vary by author and school. As the discipline matures, academic debates have increased regarding both
the theory and practice of KM, to include the following perspectives:

● Techno-centric with a focus on technology, ideally those that enhance knowledge sharing and
creation.

● Organizational with a focus on how an organization can be designed to facilitate knowledge
processes best.

● Ecological with a focus on the interaction of people, identity, knowledge, and environmental
factors as a complex adaptive system akin to a natural ecosystem.

Source: http://www.nickfinck.com/presentations/bbs2005/03.html

The strategies, methods and tools will undoubtedly change, but timeless principles will, of course,
remain unchanged, and to survive and succeed in the new global knowledge economy, we must
become far more effective and more productive. We must always strive for the best relations and
highest quality. To do that, the successful organizations and individuals will not allow themselves to
keep ‘re-inventing the wheel’ or ‘repeating the same mistakes. This is so costly and, we suggest that
good leaders will simply not tolerate, nor be able to afford, such cost inefficiencies caused by
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knowledge gaps and bad knowledge flows. Finally, those individuals and organizations that can best
sense, become quickly alerted to, find, organize, and apply knowledge, with a much faster response
time, will simply leave the competition far behind. All of this can only be achieved through good
knowledge leadership that understands the unchanging timeless principles for knowledge that
transforms individuals and organizations to become far more responsive and effective players in a
growing knowledge economy. Then there needs to be proper implementation of the very best
strategies, networks, processes, methods and tools for very effective knowledge working.

Conclusion
With the ways and means of new and innovative tools and techniques of Commerce and

Management, organizations can work in a better way to beat the blues of global recession. A proper
use of Management by Objective (MBO) techniques, Corporate Social Responsibility (CSR), Human
Resource Accounting (HRA), techniques of Time Management (TM) and the tool of Just-in-Time
(JIT), and an appropriate understanding of Knowledge Management (KM) will lead any of the modern
organizations afloat in this financial storm. Uses of these tools are further explained in the following
points:

1. Through MBO, organizations can set those minimal objectives which can be adhered even
this tough time; objectives which do not change the function of the organization, but the way
of performing them in more economical and more coherent manner.

2. Remaining socially responsible for all its activities in one major and key area which will lead
today’s organization to a new heights. A concern for pollution, excessive use of natural
resources and that of global warming will exhibit that organization is not only looking for the
profits but also for a sustainable environment for itself and for the Earth. Recent ‘Less Paper
Usage’ campaign of Idea Cellular Services is one of the good examples of promoting
company’s product with social concerns even in this difficult marketing time.

3. There is need of a kind of revolution in making Human Resource Accounting aspects in all
business organizations. This is one such laggard field which should now be given more
emphasis to get the real picture of the use of ‘all’ resources of the organization and to get the
real benefit to all the factors of production.

4. Time Management is one such aspect which should be taken with more importance these days.
Use of proper time-managing devices will lead to economies of scale and security from the
seepage and drainage of funds over its optimal allocation. With the properties of ‘Just-in-
Time’ tool, manufacturing concerns may obtain a justifiable use of time-bound production
which will lead to sound financial practices.

5. Knowledge Management is going to be the driving force for the 21st century. No organization
can lead without innovation and timely action in this competitive world and for this a group of
great thinkers and administrators are the most important factor for the organization. We can
see that due to great knowledge explorations (which are but naturally due to more innovative
persons available with the organization), Google Inc., Dell Inc., Infosys Technologies, Tata
Group of Companies and Laxmi Niwas Mittal-led Arcelor-Mittal Group are driving their
financial sturdiness in this financial crisis. Had such knowledgeable persons available be with
Lehman Brothers, Fannie Mae, Freddie Mac, and other group of organizations, these
organization should not have to shut their business and probably this financial crisis could not
have this extreme effect on the global economy.
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