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BUILDING FROM BOTTOM UP: A MICRO INSTITUTIONAL
APPROACH TO GOVERNANCE, QUALITY ASSURANCE AND
EXCELLENCE IN HEI

Anand Saxena®

As an alternative to the macro institutional approach of setting up a centre of excellence
(COE) in a Higher Education Institute (HEI) the paper proposes a micro institutional
approach thereto. Conceptually the paper draws on the ideation of centres with potential for
excellence at the university and college levels by the University Grants Commission.
Theoretically, locus of the paper vests in institutional theory. Empirically, the paper
examines the evidence in respect of centres of excellence- secondary as well experiential. The
paper attempts a bottom-up articulation of the vision, mission and objectives of the COEs; it
also spells out the activity spectra in furtherance thereof. The framework developed here does
not contradict the macro institutional approach. It instead proposes an alternative that can
co-exist with and even complement that. It proposes an organic and adaptive framework that
captures the ground realities of a typical HEI and the COE situated therein.

Keywords: Excellence; Governance; Higher Education Institutions (HEI); Institutional
Theory; Quality Assurance

BACKGROUND

Teaching and research quality, however defined, are the two indispensable measures of
academic quality in HEI, that is, Higher Education Institutions (Patrick & Stanley,
1999). Thus, teaching and research prowess significantly counts in the assessment of the
performance of both, individual educators as well as HEI. Often the funding of the HEI is
linked to these performance measures in a double loop manner. That is, HEI with superior
ranks on these parameters attract better funding at the one end. And at the other, development
of excellence on these counts is dovetailed by the higher education funding agencies into
their funding schemes. It would be rather naive of course, to view excellence in teaching and
research from a narrow perspective of performance assessment of HEI educators and
researchers and the HEI themselves. Excellence in higher education is definitely a significant
contributor to a nation’s knowledge & innovation (K&I) systems and national
competitiveness. This utilitarian value of higher education notwithstanding, the “higher” in
higher education is a deontological imperative of any discussion or reform of governance,
quality and excellence in HELI.

In this paper we consider setting up of Centres of Excellence (COE) in HEIs as a proxy to
effective governance, quality assurance and excellence in HEIs and situate it in the
institutional
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theory generally and micro institutional theory specifically. We do so with reference to a
cursory evaluation of the COE scheme in India. We refer to this policy driven initiative as
‘macro institutional approach’ toward governance, quality assurance and excellence in higher
education. We review its progress and propose a micro institutional approach as a more
organic and adaptive alternative approach to development of K&I systems in HEIS.

Rest of the paper is organized as follows. In the section that ensues we briefly trace the
ideation of universities as centres of excellence. Although we do make a reference to India’s
much celebrated excellence in education in the past yet our frame of reference is the
emergence of the idea of centres of excellence since about the mid 1980s. In Section Il we
develop the contours of the micro institutional approach that is the prime focus of the paper.
Section IV pertains to an integrated, holistic and meaningful articulation of governance,
quality assurance and excellence in HEIs. Our conclusions and policy implications thereof
are stated in Section V.

CENTERS OF EXCELLENCES IN INDIA

In India, the use of Centres of Excellence has been an integral aspect of our developmental
strategy that emphasized advanced scientific research and aimed at building nation’s
scientific and technological capacities (Krishna, nd). With a hindsight, India’s Ké&I
ecosystem may be said to consist of state funded public research system comprising (a)
Science & Technology Institutes (S&TIs); (b) Higher Education Institutions (HEIS) that is
universities and colleges; (c) private and transnational enterprises and technology
development centres; (d) non-governmental research centres funded by public grants and
private purses (Figure-1).

Public Research System

S&TIs HElIs
Space, atomic energy, agriculture and industrial research, as Higher Education
well as in-house R&D laboratories in large public-sector Institutions

enterprises Universities and Colleges

Private and Transnational Enterprises and Technology Non-Governmental

Development Centres Research Centres
Funded by Public Grants

and Private Purses

Figure-1: India’s Formal K&I System

Figure-1 captures the major constituents of the formal COEs. It by no means is a
comprehensive and inclusive framework of India’s prowess as well as potential in
educational and research excellence and K&I system. The significant omissions here our
traditional knowledge and innovation system and knowledge & innovation at the grassroots.
These omissions have been made with a view to retaining the focus on the paper on COEs in
the HEI context.

We have also not delved into the ancient universities of Takshashila and Nalanda as abode of
excellence in higher education respectively in Political Science, Economics and Medicine
(Takshashila) and Religion, Buddhist Studies (Nalanda). We do acknowledge however that
there is a strong possibility that indigenous COEs and practices deserve an inquiry into their
governance, quality assurance systems and areas of excellence.




UGC’S SCHEME OF COES

University Grants Commission (UGC) is the apex level funding, coordinating and academic
standard oversight body for higher education in India. Its COE schemes include,
“Universities with Potential for Excellence (UPE)” launched in the IX Plan period (1997-
2002); and, “Colleges with Potential for Excellence (CPE)” launched in the X Plan period
(2002-07). During the IX Plan itself, the UGC also launched a scheme named as “Centre with
Potential for Excellence in a Particular Area (University Grants Commission, 2012). This
scheme was operational until 2021 and, in some cases, up to March 2022 as well. For the
sake of convenience, we shall refer to all as the Centres of Excellence.

The potential for excellence schemes focused on development of research infrastructure at the
HEIs- both universities and colleges- generally that is in a broad field of study. The
‘particular area’ scheme aimed at development of academic and research capabilities of the
selected universities in a relatively narrow and specific, albeit interdisciplinary areas of
research.

A brief account of the progress since 1997 would be in order. First, we present available data
on the Universities as Centres of Excellence. See, Table-1.

Table-1: Universities as Centres of Excellence

Scheme Number of

Universities
Universities with Potential for Excellence (UPE) 15
Universities with Potential for Excellence in a Particular Area 13
(UPEPA)

Data Source: (UGC, n.d.); (UGC, n.d.)* Data culled from Annexure-1

Given that there are over 5000 universities in India (Szmigiera, 2022) data from Table -1
does not project a promising picture. More than the numbers, the time frame involved in the
development of UPE and UPEPA that is thirty-five years (1997-2022) is a matter that
deserves closer study.

Qualitatively though, the fields of study taken up by the universities for development of
generic potential and later on specific area of expertise do affirm the underlying objectives of
the schemes. It may be noted that 3/15 universities persisted with vertical alignment of UPE
and UPEPA (Table-2).

Table-2: Emergence of Expertise Through COE Schemes

S. No. | University Field of Excellence Particular Area of
Under UPE Excellence under
UPEPA
1. | University of Calcutta Modern Biology Electrical

Physiological and
Neuro Imaging

2. | University of Madras Herbal Science Pharmacology and
Environmental
Science

3. | Osmania University Material Research Bio prospecting




Data Source: (UGC, n.d.); (UGC, n.d.)?. Data culled from Annexure-1

Table-2 shows that the universities featuring therein have made a definite progress from a
particular field-centric expertise toward the development interdisciplinary capacity. Whether
the other universities lost the steam or changed the focus is not ascertainable from the data.

COLLEGES AS CENTRES OF EXCELLENCE

Beginning from 2004-05 up to 2021-22, that is over a span of nearly twenty years, number of
colleges in different phases of the schemes of centres of excellence stands at 304. This
number when seen in the context of over 45000 undergraduate degree colleges in India seems
to be telling a story similar to that of the universities.

The COE scheme typically spans three phases of five years each. A college can get COE
status upon the completion of second or third phase depending upon its performance on a set
of criteria, including High ‘A’ grade ranking from the National Assessment and Accreditation
Council (NAAC), an autonomous body of the UGC for quality assessment. While we could
not map the progress of all the colleges as COEs, a sample study conducted by us should
provide some useful insights (Table-3).

Table-3: Colleges as Centres of Excellence

Particulars Phase-I Phase-11 Phase-1II Number Number
Recognized | Recognized
as COE out | as COE out

of the sample | of the Total
Proportion of 18 30 52 None 19 (6.1)
Colleges

n = 50; N= 304. Figure in parentheses represents percentage to total. Here n is the size of the sample
and N is the total number of colleges supported by the UGC under the COE scheme
Source: (UGC, n.d.)

INSTITUTIONAL THEORY

Simply stated institutional theory posits that institutions are a significant influencer of
individual and organizational behavior. In fact, institutions, whether formal or informal,
expressed through explicit or implicit rules or norms pervade our lives. Much of the
institutional theory, however, pertains to macro, national institutions- economic [(North,
1990) (Aoki, 2001) (Rodrik)]; social [ (Polanyi, 1944) (Hofstede, 1984)]; political [
(Engberg, Andersen, & Jung, 2008) (Autio & Fu, 2012)]. The influence transmission process
of macro institutions obviously is historical, evolutionary and relatively immutable. And
earlier versions of institutional theory considered these as exogenous influencers of
individual and organizational behaviours. Later versions of institutions permit greater
interplay between the actors and the institutions as also prevalence of intermediate (meso)
and immediate (micro) level institutions. The resultant complex therefore also permits and
enquires into the interactions between successive levels of institutions.

MICRO INSTITUTIONAL AND BOTTOM UP APPROACH

The paper takes a position that when it comes to quality and excellence the effectiveness of
macro institutional approach of context influencing e.g. via policy change and its
implementation through hierarchies is contingent upon agent selection, monitoring and



control. The process gets long drawn. And the demands of coordination and control become
so heavy that the system somehow gets buried under its own weight. The emphasis on
compliance, skills of preparing research projects and reporting progress etc. results in a kind
of means-ends inversion. Without prejudice to the role played by it in the higher education
space of India, the data on COEs under the aegis of UGC is suggestive of the generic
problems of influencing change through policy driven, macro level institutional framework.

This position must not be misconstrued as against state funding and public system of higher
education. On the contrary, there is a need to vehemently support public funded higher
education system. The generic problems of macro level institutional framework can indeed be
worse in a market-driven macro institutional framework implied by neo-liberal paradigm
(Figure-2).

Predicaments of

Neoliberal Macro
Approach
Side Effects of Private Capital & Pressures for Pressures for
Control Cost Cutting Revenue Augmentation

¢ Compromise with academic * Tendency to hire cheap rather than * Emphasis more on additional

autonomy competent human resources courses and student acquisition than
* Preference for low cost outsourcing * Cut in research funding research

of research capabilities * Opportunity cost driven resource * Window dressing
* Lobbying for “sale” or “scrap” of allocation for research * Compromises with research

public funded research institutes integrity
* Preference for acquisition rather

than green field capacity

development

Figure-2: Predicaments of Market Driven Macro Approach
Source: Author

The micro institutional theory provides a rich, complex view of organizations where the
impulses for change, quality and excellence arise from within the organization itself. These
impulses emerge from the interactions among the organizational members and between the
stakeholders, their extra organizational engagements and pursuits and the development of
individual and collective consciousness. These impulses modify the prevalent structures and
processes; and, give rise to new. Thus, one witnesses a kind of bottom up reimagining,
reengineering, renovating and renewing of “meaning” of the organizational chores, job
purpose and so on.

Are macro and micro institutional theories, pole apart? Our view is rather integrative.



Techno-
Economic
System

Ald

Micro Macro

Figure-3: An Integrative Framework of Micro and Macro Institutions
Source: Author

Figure-3 provides and integrative and interactive view of macro and micro institutions and
thus permits the adoption of a bottom up, micro institutional approach to governance, quality
and excellence in HElIs.

Micro institutions- the stabilized patterns of behaviours- are stylized similar to macro
institutions. Are not organizations, like a nation, at the same time a productive system
(techno-economic system); a social system; and, administrative system? If so, then what are
the attendant tangible and intangible aspects of their functioning? Imagine an organization
where the leadership derives its legitimacy from referent power; the culture is knowledge
respecting and celebrative of intellectual pursuits and accomplishments of its faculty and
students; and the resource allocation is informed by the imperative of excellence in education
and research. Would it not foster a pervasive engagement in pursuits of quality and
excellence?

MICRO INSTITUTIONS AND COES

We propose hereunder the contours of the bottom up micro institutional approach to
educational governance, quality and excellence. Our unit of analysis here is a constituent
college of a national university. And since the author is a commerce/ business educator, the
immediate point of reference is commerce discipline. According to us, commerce as a point
of reference offers several vantage points toward the development of COEs as these are now
understood in terms of transcendence of disciplinary boundaries.

One may consider commerce as an eclectic discipline that draws on such diverse disciplines
as laws & governance, economics, finance, accounting and all the elements of a business
start-up, management and governance ecosystem. We thus propose an eclectic, integrative
and holistic framework for the bottom up emergence of a commerce centric COE (Figure-4).
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The mind map structure chosen for projecting COE represents its organic nature where
continuous evolution and improvement is a norm. Thus, even as major nodes remain
relatively static, minor nodes could be more diverse and dynamic. The framework is
applicable for setting up the new as well as evaluating the existing COEs within a
HEI. Vision, Mission, Objectives and Values comprise the cardinal building blocks of the
COE whereas people, physical infrastructure and activities imply their operationalisation. The
framework provides for effective governance of the COE following the principles of
leadership, multi-stakeholder and sociocracy imply consent driven decision making. The
framework does not view micro governance in conflict with the macro and meso governance
mechanisms. Instead it considers these as complementing each other.

We would desist from an elaborating each of the secondary and tertiary nodes of the
commerce centric COE for want of space. We believe most elements are self-explanatory.
What we do instead is to draw major conclusions and discuss implications thereof in the now
following final section.

Commerce
Centric COE

Figure-4: Contours of Micro Institutional Approach Driven COE

CONCLUSIONS AND IMPLICATIONS

In the preceding section we have shown that it is possible to develop a bottom up a CEO
inspired by a micro institutional approach to governance, quality and excellence. Use of a
mind map to specify the contours of commerce centric COE in Figure-4 is purposive in view
of some useful interpretations.
e Organic look and feel. A bottom up COE must emerge and grow organically and
reflect the collective aspirations.
e People driven. People as individuals and collaborative groups & teams are the soul of
the system. Systems must not fail the people.
e Open & adaptive. The nodes in the mind map can be added or deleted in sync with the
extant, emerging and future realities.

11



o Network driven. A COE thrives on the strength of its network, not necessarily its net
worth- funding, infrastructure, etc. The networking happens both within, across
disciplines and transcends an organization’s boundaries

o Self-sustaining. Publications, consultancies, drawings on organizational slack and
frugal engineering is likely to make a bottom up COE a self-surviving and self-
thriving entity.

Quality and Excellence imply a journey, not a destination. Rather than being imposed
exogenously, there is a great merit in allowing these to endogenously flow and flourish. The
approach developed in this paper eminently and amply demonstrates this.
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Annexure-1: List of Universities

1 | HEI Scheme Fields of Study Scheme | Focus Areas
UPE CPEPA

2 | Allahabad - - CPEPA | Cognitive & Behavioural
University, Sciences
Allahabad

3 | Anna University, - - CPEPA | Environmental Sciences
Tamil Nadu

4 | Annamalai - - CPEPA | Marine Biology
University, Tamil
Nadu

5 | Bangalore - - CPEPA | Molecular Biology, Nano
University, Technology
Karnataka

6 | Devi Ahilya - - CPEPA | E-Management
University, Madhya
Pradesh

7 | Guru Nanak Dev - - CPEPA | Sports Sciences,
University, Medicine
Amritsar

8 | Himachal Pradesh - - CPEPA | Himalayan Studies
University,
Himachal Pradesh

9 | Jadavpur UPE Mobile - -
University, Kolkata Computing and

Communication

10 | Jai Narain - - CPEPA | Ecology
University,
Rajasthan

11 | Karnataka - - CPEPA | Advanced Materials
University,
Karnataka

12 | Mysore University, | - - CPEPA | Nano Materials
Karnataka

13 | Osmania UPE Material CPEPA | Bioprospecting
University Research

14 | Panjab University, CPEPA Biomedical Sciences,
Chandigarh Gender Audit, Nano

Materials, Particles and
Composites

15 | Rajiv Gandhi CPEPA | Biodiversity
(Arunachal
University),
Arunachal
University

16 | Rashtriya Sanskrit CPEPA | Traditional Knowledge

Vidyapeeth, Andhra
Pradesh
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17 | Saradar Patel CPEPA | Polymers
University, Gujarat
18 | University of UPE Modern Biology CPEPA | Electrical- Physiological
Calcutta, West and Neuro Imaging
Bengal
19 | University of UPE Herbal Science CPEPA | Pharmacology,
Madras Environmental Sciences
20 | University of Pune | UPE Bio-Chemistry & | - -
Bio- Technology
21 | University of UPE ICT- Interface - -
Hyderabad Studies and
Research
22 | Jawaharlal Nehru UPE Genetics, - -
University Genomics and
Biotechnology
23 | Madurai Kamraj UPE Nanoscience in - -
University Biology
24 | North Eastern Hill UPE Bio Sciencesand | - -
University Area Studies
25 | University of UPE Green - -
Mumbai Technology
26 | Banaras Hindu UPE Functional - -
University Materials,
Genomics,
Proteomics
27 | University of UPE Nano Particles, - -
Rajasthan Composites and
Layers
28 | University of UPE Advanced - -

Mysore

Materials, Media
Studies
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VIRTUOUS CYCLE BETWEEN CORPORATE SOCIAL
RESPONSIBILITY AND CORPORATE FINANCIAL PERFORMANCE

Ajay Kumar Singh', Deepali Malhotra®

In this study, one of the older concepts in discussion of Corporate Social Responsibility i.e.,
‘Whether investment in social activities is worthwhile or not’ has been addressed. Till present
day, this debate has been prompting researchers to empirically investigate relationship
between CSR and CFP. However, there is no generalized conclusion to this question. This
paper seeks to investigate relationship between CSR and CFP. The period chosen for the
study is 2007-2013. Our sample constitutes of all companies except Banks and Financial
Institutions listed on CNX 100 index of NSE. For measuring CSR, we have constructed CSR
Measurement Index which is based on inventory of 95 items under ten broad dimensions.
This study has used both accounting based and stock-market-based measures like to
investigate the bidirectional relationship. Statistical tools like Pearson correlation analysis
and multiple regression analysis have been applied. The study concludes that there is
existence of virtuous cycle between CSP and CFP.

Keywords: Corporate Social Responsibility, Corporate Social Performance, Corporate
Financial Performance, Virtuous circle.

INTRODUCTION

Corporate Social Responsibility involves the notion that primarily the duty of organizations is
to fulfil expectations of society (Gossling & Vocht, 2007). According to Halme and Laurila,
(2009), recent decades have received much attention in relation to the role and
responsibilities of the corporation in society. Corporations intend to maintain their ‘license-
to-operate’ by investing in CSR activities. Also, there is increasing demand for transparency
and rising expectations from wide sections of society such as shareholders, regulators,
activists, and media for companies to be accountable for all their activities and they should
continually improve their social, environmental, and economic performance. Friedman
(1970) viewed that a corporation’s sole responsibility is to maximize profits while staying
within the rules of the game. Conversely, it is very difficult for companies to restrict their
responsibility to profit maximization due to growing corporate authority and increasing
societal consciousness towards environmental and social issues. This led to CSR
development. Bowen (1953) introduced the concept of CSR in his book ‘The Social
Responsibilities of a Businessman’. In

'Senior Professor, Department of Commerce, Delhi School of Economics, University of Delhi
2pssistant Professor, Delhi School of Management, Delhi Technological University
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1960s, the definition was extended by Carroll, proposing that beyond legal obligations
companies had certain responsibilities towards society. According to the definition of Carroll
(1979), CSR mainly consists of four responsibilities, including the economic responsibility
(to be profitable), legal responsibility (to abide the laws), ethical responsibility (obligation to
do what is right and fair), and lastly, philanthropic responsibility (to be a good corporate
citizen).In prior times it was not taken seriously, but currently this concept has received
immense support from wide society including corporations, governments, NGOs, media, and
consumers, who all vigorously participate in CSR activities (McWilliams & Siegel, 2000). A
large number of corporations feel that their responsibilities extend beyond making profits.
They have started considering impact of their activities on society as well as environment.
They are engaged in incorporating CSR into every aspect of their business.

The concept further came into prominence due to upsurge of sequence of scandals such as
failure of Enron, USA (2001), Maxwell, UK (1999), WorldCom, USA (2002), Satyam, India
(2008) which highlighted the issue of corporate governance as well as Royal Dutch/Shell
highlighting the issue of unsatisfactory human rights protection, the Adidas case highlighting
brutality with child labour, the Coca-Cola bottle pollution incident in India, spilling of 11
million gallons of oil by Exxon into the water surrounding Alaska in 1989 highlighting
environmental issues, and China’s milk poisoning incident in 2008. The sequence of
incidents involving big businesses recommends that large number of stakeholders will suffer
if CSR is not properly recognised and discharged (Yang et al., 2010).

With the enactment of Companies Act, 2013, the focus of Corporate Social Responsibility
has come to the limelight. It has been for the first time in any country where in the concept of
CSR has been defined in any law. According to the new Act, all companies with an annual
turnover of Rs. 1,000 crore and more, or a net worth of Rs. 500 crore and more, or a net profit
of Rs. five crore and more, shall set-up a CSR committee consisting of their board members,
including at least one independent director and are required to spend at least 2% of their
average net profit in the previous three years on CSR activities, where net profit is the profit
before tax as per the books of accounts, excluding profits arising from branches outside India.
(Section 135, Companies Act, 2013).

LITERATURE REVIEW

There has been extensive research on the relationship between CSR and financial
performance. Many academic contributors have tried to examine existence of ‘virtuous cycle’
between two variables—i.e., to determine if ‘doing good’ socially leads to ‘doing well’
financially, and whether firms demonstrating enhanced financial performance devote more
resources to social activities. From 2002 — 2014, 14 studies have been conducted to analyse
CSR-CFP link in both directions. 6 out of 14 studies established existence of virtuous cycle
between two variables, 4 studies demonstrated positive relationship from CSR to CFP and no
relationship from CFP to CSR whereas 1 study revealed positive relationship from CFP to
CSR and no relation from CSR to CFP; mixed relationship was found in both directions only
in 2 studies, however, 1 study demonstrated no relationship in both the directions. Table No.
1 summarizes studies that have assessed CSR-CFP link in both directions.
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Table No. 1: Studies exhibiting bi-relationship between CSR and CFP

No.

Study

Relationship

CFP —)

CSP

CSP —

CFP

Results

Ahmadi
(2014)

Positive

Positive

The OLS regressions resulted in a positive
correlation between CSRand CFP, and also in
the opposite relation CFP and CSR thereby
establishing virtuous cycle between two
variables.

Bird et al.
(2006)

Positive

No
relationship

Study revealed much stronger relationship
between CFP and CSR activities than between
either of performance measures and CSR
activities i.e., It is slack resource theory rather
than good management theory that provides
the best explanation for what causes
management to invest in CSR activities.

Choi et al.
(2010)

Positive

Positive

Positive and significant relationship between
CFP and CSR when CSR is measured by a
stakeholder-weighted index and insignificant
relationship when CSR is measured by Equal
weighted (CSR) index. High levels of
corporate financial performance have a
positive impact on the stakeholder weighted
CSR index.

Fauzi &
Idris
(2009)

Positive

Positive

Positive relationship between CFP and CSP
under the slack resourcetheory and under good
management theory reflecting presence of
virtuous cycle.

Guney &
Schilke
(2010)

Partial

Partial

Study revealed that CFP does not linearly
affect the concurrent CSP and vice-versa.

However, in some cases the prior CSP
negatively influences the subsequent CFP
when CFP is measured by MVVA whereas the
prior CFP positively influences the subsequent
CSP when CFP is measured by ROA.

Hence, the study partially agrees with the
existence of virtuous cycle depending on CFP
measure, in which CSP is both a predictor and
consequence of CFP.
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Hamid &
Atan
(2011)

Mixed

Mixed

Corporate social performance (CSP) has no
effect on financial performance (CFP) under
both slack resource’s theory and good
management theory.

CSP has negative effect on the market value of
the share under slack resources theory and
good management theory.

Also, CFP does not have mediating effect in
between the CSP and market value of the
share and also in between the CSP and debt
level of the firm.

Nelling &

webb
(2008)

Positive

No
relationship

Strong stock market performance leads to
greater firm investment in aspects of CSR
devoted to employee relations, but that CSR
activities do not affect financial performance.

Scholtens
(2008)

Positive

Positive

Good financial performance has positive
impact on social performance as good
financial performance makes available the
funds with which to make investments that
improve environmental and social
performance of the firm. Good environmental
and social performance resulted in good
financial performance because of the efficient
use of resources and commitment of the
workforce and other stakeholders.

Also, financial performance in general terms
precedes social performance much more often
than the other way around.

Seifert et
al. (2003)

Weak
positive

No
relationship

Weak positive relationship exists between
cash resources available and cash donations,
whereas no significant relationship between
firm giving to charity and overall financial
performance.

10

Seifert et
al. (2004)

Positive

No
relationship

Slack resources in the form of cash flow leads
to firm giving. However, there is no effect of
giving on market-based financial performance.
In other words, doing well enables doing good
whereas no significant effect on profits from
corporate generosity.

11

Surroca et
al. (2009)

Positive

Positive

CSP stimulates the development of intangibles
related to innovation, human capital,
reputation, and culture, which lead in turn to
improved financial outcomes.
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Also, study supports the opposite causal chain.

Hence, there is no direct relationship between
CSP and CFP—merely an indirect relationship
mediated by a firm’s intangibles. This is
referred as virtuous circle, in which any
increase in one type of performance is
translated into an improvement in the other, if
and only if new intangibles are developed.

Results suggest existence of a virtuous cycle
between CSP and CFP. Better CFP results in
better CSP and, in turn, better CSP results in
better CFP.

Gaining control of the R&D and size of a
company, CSP has a positive impact on ROA,
indicating that higher previous CSP would
lead to higher latter ROA. Also, the impact of
2006 CFP on 2007 CSP is not significant,
indicating that previous CFP would not affect
latter CSP.

There is no significant relationship between
CSP and CFP using a model derived from
Good Management Theory as well as Slack
Resource Theory.

12 | Wissink Positive Positive
(2012)

13 |Yang et al. No Positive
(2010) relation

ship

14 | Youssef & No No
Hamza relation | relationship
(2014) ship

OBJECTIVE OF THE STUDY

The objective of this study is to test the existence of virtuous cycle between Corporate Social
Performance and Corporate Financial Performance

HYPOTHESES

The hypotheses are constructed on an expectation that there exists a virtuous cycle between
CSP and CFP, i.e., better CFP leads to improved CSP (Slack resources theory). Also, better
CSP leads to improved CFP (Stakeholders theory). In other words, CSP is a predictor of CFP

and also a consequence of it.

Primary Hypothesis

Null Hypothesis: HOP: Virtuous cycle does not exist between CSP and CFP.
Alternative Hypothesis: HaP: Virtuous cycle exist between CSP and CFP.
Secondary Hypotheses relating to Primary Hypothesis

First Secondary Hypothesis

(i)

Null Hypothesis: HOS1: Better corporate financial performance does not result in
better corporate social performance.
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(i) Alternative Hypothesis: HaS1: Better corporate financial performance results in better
corporate social performance.

Second Secondary Hypothesis

Q) Null Hypothesis: HOS2: Better corporate social performance does not result in better
corporate financial performance.
(i) Alternative Hypothesis: HaS2: Better corporate social performance results in better
corporate financial performance.

In other words, hypothesis HaS1 affirms that Slack resources theory holds true in
investigating relationship between CSR and CFP whereas hypothesis HaS2 claims that
Stakeholders theory holds true while exploring relationship between the two variables.

DATABASE AND METHODOLOGY

The study has been centred around three different time periods of two years in order to
overcome problems of time limitations and causal direction. Three different time periods
include Period 1 from 2007 to 2009, period 2 from 2009 to 2011 and period 3 from 2011 to
2013. CSP has been determined by constructing the index between 2009-2011 (period 2).
CFP has been determined for the time period 2007-2009 (period 1) in order to analyse the
CFP-to-CSP link and for 2011-2013 (period 3) to determine the CSP-to-CFP causal link.
Additionally, several control variables have been introduced in the relationship at a later stage
to know how they influence such relationship. Our sample constitutes of all companies except
Banks and Financial Institutions listed on CNX 100 index of National Stock Exchange
(NSE). After dropping 2 companies for which data was not available, a total of 74 non-
financial companies have been considered as the final sample for the study. Data on CSR
have been collected from the annual reports and websites of the companies for the years
2007-13. Similarly, secondary data have been used for measuring CFP and control variables
for the period from 2007—13 from Bloomberg Database and companies’ annual reports.

Size, Age, Risk, R&D Intensity,
Industry effect

Corporate Financial
Performance (CFP) 0 ! 1
Accounting 0 " ] \
Measures v v v
II; (?: - CFP ((zzggg(ﬁ))_ csP \’ Corporate Social
EVA - CSP (2009-11) — CFP Performance (CSP)
Market Measures T wrm—s Content Analysis along 10
Tobin’s Q N\ / dimensions
Stock Returns

NNA 1]\,

\Y
-Correlation and Regression

Figure No.1: Methodology used in the study
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Source: Author’s own
Measurement of CSR

The concept of CSR has broad range of dimensions. In the present study, in order to measure
CSR, ‘CSR Measurement Index covering an inventory of 95 items under ten dimensions,
namely, Community Involvement, Human Resources, Environmental & Ecology, Energy,
Relationship with Product & Customers, Relationship with Shareholders, Relationship with
Suppliers, Diversity, Business Ethics & Fair Business Practices, and Government Relations &
Aid in Economic Growth, relating to CSR has been developed. CSR dimensions and items
under CSR Measurement Index are built on review of literature (Abbott & Monsen 1979;
Brown 2001; Kapoor & Sandhu, 2010), scanning of annual reports of Infosys, Wipro, and
Tata Group (as these companies are considered as the most admired ones in the survey
conducted by Centre for Social Markets) (Brown 2001). Also, certain activities qualified
under CSR which have been specified under Schedule VII of Companies Act, 2013 have
been included in CSR Measurement Index. Then, the technique of content analysis has been
applied on annual reports of companies to compute CSR scores to measure CSR. In the
current study, the scoring procedure (for CSR measurement) is alike as adopted by Ernst &
Ernst (1978), Abbott & Monsen (1979) and Kapoor & Sandhu (2010) according to which an
item is scored one if disclosed and zero if not. All the CSR items have been given equal
importance (that is, equal weights). Thus, the number of items adopted by a company has
been computed by adding the score of each item as disclosed by it in its annual report.
Thereafter, CSR has been measured in terms of CSR scores (in percentage) of the companies
covered under study by the following formula:

CSR score of a company = No. of CSR items adopted by a company x 100
(in percentage) Total no. of items in the CSR Measurement Index

Measurement of CFP

This study has used both accounting and stock-market-based measures to investigate the
relationships between corporate financial performance and corporate social responsibility.
Measures used in this study are-

Accounting Measures: Return on Equity (ROE), Return on Assets (ROA), Economic Value
Added (EVA)

Market Measures: Market Value Added (MVA), Tobin’s Q Ratio (TQ), Stock Returns (SR)
Research Methods

After measuring CSR in terms of CSR scores, an attempt was made to know the relationship
between CSR and all the six financial performance variables (ROA, ROE, EVA, MVA, TQ,
and SR) separately. To test existence of virtuous cycle between CSP and CFP, this study has
used Pearson correlation analysis method, in line with previous researches (McGuire et al.,
1988; Preston & O‘Bannon, 1997; Yang et.al., 2010) and Cross-sectional regression analysis
(Vance, 1975; McWilliams & Siegel, 2001; Yang et.al., 2010), to comprehend CSR to CFP
link and its relational degree and direction. Correlation and Regression analysis have been
done using SPSS 19 Statistical Software.
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Existence of virtuous cycle between CSP and CFP has been tested before including control
variables as well as after considering control variables such as size, risk, R&D intensity, age,
and industry effect.

Before conducting statistical tests, Data Pre-Testing was done where the data set was
screened for normality, multicollinearity, auto correlation, and heteroscedasticity.

Before considering control variables
The impact of previous CFP on latter CSP

To test first secondary null hypothesis HoS1, i.e., better corporate financial performance
(CFP) does not result in better corporate social performance (CSP), corporate social
performance in period 2 (2009-11) is regressed against different corporate financial
performance measures in period 1 (2007-09), as shown in Eq. (1):

CSP=Bo+P1CFProa1tB2CFPRroe1 + B3CFPevar + BaCFP mva1 + BsCFP1o1 + BsCFPsr1 + €
Eqg. (1)

Correlation analysis

Pearson's correlation tells about the direction and intensity of the linear association between
the two variables. The sign of the coefficient indicates the direction of the relationship and
the magnitude indicates its strength. The correlation analysis results of the relationship
between previous CFP and latter CSP have been shown in Table No. 2. As far as previous
CFP and latter CSP are concerned, LnROA, LnROE, LnEVA, LnTQ, and LnMVA shows
significant and positive correlation with latter CSP with Pearson correlation value (r) as
0.821, 0.785, 0.743, 0.519, and 0.364 respectively, significant at 0.01 level. However, LnSR
and CSP show no significant correlation with r value as 0.070.

Table No. 2: Correlation Matrix

CSP score | LnROA| LnROE| LnEVA| LnTQ |LnMVA | LnSR
Y S o 0.821" | 0.785™ | 0.743" | 0519™ | 0.364” | 0.070
2 S [Sig. 2- 1
? | tailed) 0.000 | 0.000 | 0.000 | 0.000 | 0.001 | 0.554
Pearson N B _ _ -
EE) Correlation 0.821 0.892 0.679 0.569 0.244 0.027
1
A
53 eé? 0.000 0.000 | 0.000 | 0.000 | 0.036 | 0.822
Pearson B B ** n -
w | Correlation | 0.785" | 0.892 0.684™ | 0.615™ | 0.316™ |-0.010
T Isge .
10. (2-
5 taﬁeé) 0.000 | 0.000 0.000 | 0.000 | 0.006 | 0.929
Pearson sk sk s ok s
< |Correlation | 0.743" | 0679 | 0.684 . 0.469 | 0.434™ |-0.079
LLl =
= | Sig. (2-
g A 0.000 | 0.000 | 0.000 0.000 | 0000 | 0502
= Correlation | 05197 |0569™ | 0615™ [0469” | | 0565” | 058
=7 [Sig. (& 0.000 | 0.000 | 0.000 | 0.000 0.000 | 0.180
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tailed)
Pearson . - x .
<>f Correlation | 0364 | 0.244" | 0.316™ | 0.434™ | 0.565 0.119
2 o9, (- 0001 | 0036 | 0.006 | 0.000 | 0.000 1 0.311
— | tailed) : : : : : :
Pearson
x| Corralation 0.070 0.027 | -0.010 | -0.079 | 0.158 | 0.119
2 [Ssig. (2- 1
a |2 0.554 0.822 | 0929 | 0502 | 0.180 | 0.311
tailed)

**_Correlation is significant at the 0.01 level (2-tailed).*. Correlation is significant at the 0.05 level (2-tailed).
Regression analysis

The beta coefficients indicate the strength and sign of the relationship between being a CSR
company and each one of the financial performance measures. The P-value indicates at what
level the results are statistically significant. Typically, results are considered significant if the
P-value is at the 5 percent significance level or less. The adjusted R-Square measures the
regression’s explanatory power after adjusting for number of predictors. F-value in ANOVA
helps in determining whether we have a statistically significant difference between our group
means. A small significance value of the F statistic (P<0.05) indicates that independent
variables explain the variation of dependent variable well.

After using logarithm to the base-e (Ln) transformation to transform and fit the data to normal
distribution, the regression equation is as follows:

CSP2=B0+Pp1CFPLNROA1+PB2CFPLNROE1 + PB3CFPLnEVAl1 + PB4CFP LnMVALl +
PSCFPLNTQL +PsCFPLnsr1 + £ Eq. (2)

The regression analysis results of the impact of previous CFP on latter CSP are shown in
Table No.3.

Table No. 3: Results from multiple linear regression analysis using 2009-2011 CSP as

dependent variable and 2007-2009 CFP as independent variable
R AdjustedR | Std. Error of | Durbin-
Model R Square | Square the Estimate | Watson | F Sig.
1] 0.891° 0.793 0.775 6.39390 1.699 42.896] .000°
Regression Coefficients®
Unstandardized Standardized Collinearity
Coefficients Coefficients Statistics
Model 1 T Sig.
B Std. Error Beta Tolerance | VIF
(Constant) [ -33.510 13.901 -2.411 | 0.019
LnROA 8.880 2.330 0.393 3.812 | 0.000 0.290 3.447
LnROE 3.911 1.131 0.324 3.459 | 0.001 0.351 2.853
LnEVA 4.305 1.495 0.251 2.880 | 0.005 0.407 2.454
LnTQ -1.517 1.899 -0.064 -0.799 | 0.427 0.474 2.109
LnMVA 1.142 0.611 0.131 1.868 | 0.066 0.622 1.606
LnSR 1.155 1.066 0.062 1.084 | 0.282 0.941 1.063

a. Dependent Variable: CSP score
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Table No.3 shows that R squared (R2) is 0.793 which implies that 79.3 percentage of
variation in CSP is explained by overall independent variables. From the ANOVA table, we
can see that the significance level is less than 0.05 and, therefore, there is a statistically
significant difference in between our group means, which means that the model is statistically
significant. Regarding the impact of previous CFP on latter CSP, according to the above
model, it is significant with LnROA, LnROE, and LnEVA as the financial measures (p value
is smaller than 0.05). The Beta value for LnROA, LnROE, and LnEVA is 0.393, 0.324, and
0.251 respectively, meaning that for a one unit increase in LnROA, we would expect a 0.393-
unit increase in CSP, for a one unit increase in LnROE, we would expect a 0.324-unit
increase in CSP, and for a one unit increase in LnEVA, we would expect a 0.251-unit
increase in CSP. However, the impact is not significant with respect to LnTQ, LnMVA, and
LnSR as the measurement indicators (p value is greater than 0.05). It can thus be concluded
that previous CFP is related to latter CSP with respect to accounting measures of financial
performance and it is not related with respect to market-based measures. Based on the above
results, first secondary null hypothesis HOS1 is partially rejected i.e., better corporate
financial performance leads to better corporate social performance when financial
performance is measured by accounting-based variables. In other words, the study partially
supports Slack Resources theory, i.e., when a company has higher CFP; it does voluntarily
feed back into the community.

The impact of previous CSP on latter CFP

In testing second secondary null hypothesis HoS2 i.e., better corporate social performance
does not result in better corporate financial performance, CSP is treated as an independent
variable and CFP as a dependent variable, i.e., corporate financial performance in period 3
(2011-13) is regressed against corporate social performance in period 2 (2009-11). Due to the
six different measures of the variable CFP, six models have been used:

CFProasz = Bo+B1CSP2+é Eq (31) CFProgs = Bo‘f‘BlCSPz‘l‘é Eq (32)
CFPgyaz = Bo+B1CSP2+é Eq (33) CFPmvasz = Bo"‘BlCSPz‘l‘é Eq (34)
CFPTQS = B0+B1CSP2+E’Z Eq (35) CFPSRg = B0+B1CSP2+é Eq (36)

Correlation analysis

The correlation analysis results of the relationship between previous CSP and latter CFP are
as shown in Table No. 4.

Table No. 4: Correlation Matrix

CSP LnROA [INROE [LnEVA [InTQ |[LnMVA [LnSR
L |Pearson 1 0.656 [0.670° [0.515  [0.315 [0.220 |0.081
8 Correlation
Sig. (2-tailed) 0.000 [0.000 [0.000 [0.006 [0.060 [0.494
< |Pearson 0.656 |1 0.870° [0.614~ [0.557" [0.404 [0.113
g:) Correlation
< [Sig. (2-tailed)  [0.000 0.000 [0.000 [0.000 [0.000 [0.337
W |Pearson 0.670° [0.870° |1 0.618" [0.568 [0.371" [0.129
g Correlation
£ [Sig. (2-tailed) [0.000  [0.000 0.000 [0.000 [0.001 [0.275
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< |Pearson 0.515 [0.614 [0.6187 |1 0.434 10.389" [0.033
a Correlation
= [Sig. (2-tailed) [0.000 [0.000  [0.000 0.000 [0.001 [0.781
o [Pearson 0.315° [0.557 [0.568" [0.434 |1 0.511" [0.506
= |Correlation
— [Sig. (2-tailed) [0.006  [0.000  [0.000  [0.000 0.000  [0.000
« |Pearson 0.220 [0.4047 [0.3717 [0.389" [0.511 [1 0.278"
> |Correlation
2 [Sig. (2-tailed) [0.060 [0.000  [0.001  [0.001  [0.000 0.016
|

Pearson 0.081 [0.113 [0.129 [0.033 [0.506 [0.278° |1
& [Correlation
5 [Sig (2-tailed) [0.494 [0.337 0275 [0.781  [0.000 [0.016

**_Correlation is significant at the 0.01 level (2-tailed) *. Correlation is significant at the 0.05 level (2-tailed).

From the table No. 4, we can perceive that the Pearson correlation value (r) for previous
LNROA, LnROE, LnEVA, and LnTQ is 0.656, 0.670, 0.515, and 0.315 respectively, which is
significant at 0.01. This implies that previous CFP is significantly and positively related to
latter CSP. However, correlation of CSR with LnMVA (r=0.220) and LnSR (r=0.081)
indicates positive correlation but the figure is very low to indicate any strength in
relationship.

Regression analysis

After using logarithm to the base-e (Ln) transformation to transform and fit the data to
normal distribution, the regression equations are as follows:

CFPLhroOE3 = Bo‘f‘BlCSPz*‘é Eq (41) CFPLhroA3 = BO+BlCSP2+é Eq (42)
CFPLhevaz = Bo+B1CSP2+é Eq (43) CFPLwmvaz = BO+BlCSP2+é Eq (44)
CFPLnTQg = Bo‘f‘BlCSPz"'é Eq (45) CFPLnsr3= Bo‘i‘BlCSPz‘l‘é Eq (46)

The regression analysis results of the impact of previous CSP on latter CFP are shown in
Table No. 5.

Table No. 5: Results from multiple linear regression analysis using 2011-2013 CFP as
dependent variable and 2009-2011 CSP as independent variable

(Constant) CSP D-W F- value

Beta 0.656

LnROA T -0.176 7.384 1.717 54.529
Sig. 0.861 0
Beta 0.67

LnROE T -3.133 7.654 1.829 58.59
Sig. 0.003 0
Beta 0.515

LnEVA T 13.22 5.102 1.627 26.033
Sig. 0 0
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Beta 0.22

LnMVA T 17.38 1.91 2.026 3.65
Sig. 0 0.06
Beta 0.315

LnTQ T -0.688 2.815 1.616 7.924
Sig. 0.494 0.006
Beta -0.081

LnSR T 33.8 -0.687 1.968 0.472
Sig. 0 0.494

Four of these six models are statistically significant. LnROA, LnROE, LnEVA, and LnTQ in
latter period (2011-13) can be predicted based on corporate social performance measured in
previous period (2009-11). LnMVA and LnSR could not be significantly predicted on
corporate social performance. In all significant models, corporate social performance has a
positive impact on financial performance. A one unit increase in CSP is associated with a
0.656 increase in LNROA, a 0.670 increase in LNnROE, a 0.515 increase in LnEVA, and a
0.315 increase in LnTQ. These findings provide evidence for the stakeholder theory;
companies that perform better in terms of corporate social performance subsequently perform
better in terms of corporate financial performance. Again, this relationship does not hold for
MVA and SR. Based on these results, our second secondary null hypothesis HoS2is partly
rejected, i.e., better corporate social performance results in better corporate financial
performance when financial performance is measured by ROA, ROE, EVA, and TQ, which
conceives that firms can benefit financially from CSR actions as a result of improved
employee morale and productivity, and CSR considers all stakeholders and preserves the
profitability of the firm. Our results are in conformity with the results of Preston & O‘Bannon
(1997), Tsoutsoura (2004), Godfrey (2005), Kapoor & Sandhu (2010), and Yang et al.
(2010).

Thus, we can say that before considering control variables, our primary null hypothesis HOP
is partially rejected or in other words there is existence of virtuous cycle between CFP and
CSP when CFP is measured through accounting-based measures.

After considering control variables

To test primary hypothesis i.e., whether there is existence of virtuous cycle between CSP and
CFP after considering control variables such as size, risk, R&D intensity, age, and industry
effect, this study has used Pearson correlation analysis method and Cross-sectional regression
analysis to determine CSR to CFP relationship.

After considering Control Variables
The impact of previous CFP on latter CSP

To test first secondary null hypothesis, HoS1, i.e., better corporate financial performance
does not result in better corporate social performance, corporate social performance in period
2 (2009-11) is regressed against different corporate financial performance measures in period
1 (2007-09), as shown in Eq. (5):

CSP=Bo+P1CFProa1tB2CFProe1 + BsCFPeva1 + BaCFP mva1 + BsCFPro1 + BsCFPsr1 +
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B7RD1 + B88|ZE1 + BgRlSKl + BloAGE1+ BllINDl +§ Eq (5)
Correlation analysis

The statistical analysis results of correlation between previous CFP and latter CSP are as
shown in Table No. 6. As far as previous CFP and latter CSP are concerned, LnROA
(r=0.821), LnROE (r=0.785), LnEVA (r=0.743), LnTQ (r=0.519), and LnMVA (r=0.364)
shows significant and positive correlation with latter CSP indicating that the social
performance would be higher if the CFP is higher after consideration of control variables.
However, LnSR and CSP, with r value as 0.070, show positive but insignificant correlation.
CSP shows no correlation with any of the control variables which have been incorporated in
the model.
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Table No. 6: Correlation Matrix

CSP LnROA [ LnROE |LnEVA | LnTQ LnMVA | LnSR |LnAGE |LnRISK |[LnRD |LnSIZE
o| Correlatio |1 0.821° |0.785 |0.743" [0.519° |0.364 |0.070 |0.168 -0.030 [-0.211 [0.004
ol Nn
(&)
§ Sig. (2- 0.000 0.000 0.000 | 0.000 0.001 0.554 |0.152 0.800 0.072 |[0.973
Q| tailed)
«| Correlatio 08217 |1 0.892" 10.679" | 0569  |0.244 0.027 |0.199 -0.018 -4337 |-0.111
Ol n
%Sig. (2- 0.000 0.000 0.000 | 0.000 0.036 0.822 |0.090 0.878 0.000 |0.350
tailed)
.| Correlatio |0.785" [0.892" |1 0684~ |0.615  [0316  [-0.010[0240° [-0201 |-357 |[-0.042
Ol n
%Sig. (2- 0.000 |0.000 0.000 | 0.000 0.006 0.929 |0.039 0.086 0.002 |0.727
tailed)
B Correlatio | 0.7437 [0.679° |0.684 |1 0.469° | 0.4347 |-0.079 | 0.207 -0.075 -0.169 |-0.017
> n
Wi sig. (2- 0.000 |0.000 0.000 0.000 0.000 0.502 |0.077 0.528 0.149 |0.884
—!| tailed)
Correlatio | 0.519 | 0569 |0.615  |0.469 |1 0.565 | 0.158 |0.178 -299" -0.072 |-3277
Ol n
|_
S| Sig. (2- 0.000 |0.000 0.000 0.000 0.000 0.180 |0.128 0.010 0.544 | 0.005
tailed)
«| Correlatio |0.364™ [0.244" 0316 [0.434" [0565 |1 0119 [0.037  [-0.227 [0.070 |0.157
>|n
=[Sig. (2- 0.001 |0.036 0.006 0.000 | 0.000 0.311 |0.757 0.052 0.555 |0.185
—!| tailed)
—| Correlatio [ 0.070 | 0.027 -0.010 -0.079 |0.158 0.119 1 -0.06 -0.027 0.110 |0.093
-

n
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Sig. (2- 0.554 0.822 0.929 0.502 0.180 0.311 0.613 0.818 0.351 0.434
tailed)

.| Correlatio | 0.168 0.199 0.240° 0.207 0.178 0.037 -0.060 | 1 0.101 -0.142 | -0.015
aln

%Sig. (2- 0.152 0.090 0.039 0.077 0.128 0.757 0.613 0.393 0.227 0.901
tailed)

| Correlatio |-0.030 [-0.018 [-0.201 |[-0.075 |[-0.299 |-0.227 |-0.027 |0.101 1 -0.157 | 0.189
Dln

X! Sig. (2- 0.800 0.878 0.086 0.528 0.010 0.052 0.818 | 0.393 0.181 0.110
—| tailed)

A Correlatio |-0.211 |[-0.433" [-0.357° |-0.169 |[-0.072 |0.070 0.110 [-0.142 |-0157 |1 -0.050
n

o4

S| Sig. (2- 0.072 0.000 0.002 0.149 0.544 0.555 0.351 | 0.227 0.181 0.677
tailed)

| Correlatio | 0.004 -0.111 -0.042 -0.017 |-0.327" |0.157 0.093 | -0.015 0.189 -0.050 |1
Nin

2| Sig. (2- 0.973 0.350 0.727 0.884 0.005 0.185 0.434 | 0.901 0.110 0.677

| tailed)

**_Correlation is significant at the 0.01 level (2-tailed). *. Correlation is significant at the 0.05 level (2-tailed).

Regression analysis: After using logarithm to the base-e (Ln) transformation to transform and fit the data to normal distribution, the regression
equation is as follows:

CSP2=p0+P1CFPLNROA1+P2CFPLNROE1 + P3CFPLNnEVAL + B4CFP LnMVA1 + B5CFPLnTQ1 + P6CFPLNSR1 +

B7LI’]RD1 + BgLﬂSlZEl + BgLﬂRlSK1+ BloLnAGEl + B]_]_lND]_ ¢ Eq (6)
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The regression analysis results of the impact of previous CFP on latter CSP are shown in
Table No. 7. After controlling the R&D, age, leverage, and size of the company, the previous
LnROA and LnEVA had a positive impact on latter CSP indicating that higher financial
performance would produce higher social performance. This conclusion is in line with
McWilliams & Siegel (2000). However, when using ROE, MVA, TQ, and SR to measure the
CFP, the impact was not significant. This is consistent with Chan et al. (2001), and
McWilliams & Siegel (2000), which stated that CSP was not correlated to CFP, after
considering R&D. Based on the above results, first secondary null hypothesis HOS1 is
partially rejected i.e., better corporate financial performance leads to better corporate social
performance when financial performance is measured by ROA and EVA. Moreover, firm size
is positively associated with social performance which implies that larger firms in India
perform better in terms of corporate social responsibility. Thus, it can be concluded that firm
size is a significant determinant of corporate social performance.

Table No. 7: Results from multiple linear regression analysis using 2009-2011 CSP as
dependent variable and 2007-2009 CFP as independent variable

Model | R R Adjusted R Std. Errorof the | Durbin- F Sig.
Square Square Estimate Watson
1 0.892° | 0.795 0.732 6.83362 2.042 12.573 | 0.000°
Unstandardized Standardized Collinearit
Coefficients Coefficients - y
Statistics
Model 1 B Std. Error Beta T Sig. Tolerance \él
(Constant) | -88.495 | 31.942 2771 | 0.008
LnROA | 13661 | 3725 0.612 3.668 | 0.001 | 0.133 g;‘
LnROE 2176 | 4.328 0.090 0503 | 0.617 | 0.117 865
LnEVA | 2506 | 0.914 0.275 2.841 | 0.006 | 0.397 21(535
LnTQ 218 | 2.650 0009 | -0.082| 0935 | 0.287 %;‘
LnMVA | 698 | 0784 0.082 0.890 | 0.377 | 0.437 ig
LnSR 653 1.284 0.036 0.500 | 0.613 | 0.743 ig’
LnAGE 692 | 1474 0034 | -469 | 0641 | 0.699 gf
LnRISK | 5151 | 2.467 0.070 0.872 | 0.387 | 0573 i;
LnRD 14821 | 8636 0.157 1716 | 0.092 | 0.444 %g
LnSIZE | 11600 | 11744 0.497 3.095 | 0.003 | 0.391 %g
b1 4248 | 3817 0.089 1113 | 0271 | 0582 11g
D2 3497 | 3.654 0073 |-0957| 0343 | 0635 172
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D3 1426 | 3.925 0039 | 0363 | 0718 | 0324 |57
DS 2603 | 3742 0.060 | 0720 | 0475 | 0527 g88
D6 1542 | 4774 0039 |-0.323| 0748 | 0.260 %g
D7 2342 | 2984 0068 |-0.785 | 0.436 | 0491 |37
D8 -4.918 | 3.388 -0.123 | -1.452| 0.152 | 0516 138

Impact of previous CSP on latter CFP

In testing second secondary null hypothesis HoS2 i.e., better corporate social performance
does not result in better corporate financial performance, CFP in period 3 (2011-13) is
regressed against CSP in period 2 (2009-11), as shown in following equations:

CFProas = Po+ B1CSP, + BoRD; + BsSIZE; + B4sRISK; + BsAGE; + BgINDy + ¢ Eq. (7.1)
CFProes = Po+ P1CSP2 + BoRD; + BsSIZE; + B4RISK; + BsAGE; + BsIND; + ¢ Eq. (7.2)
CFPgyas = Bo+ P1CSP, + BRD; + B3SIZE; + B4RISK: + BsAGE:1 + BsIND1 + € Eq. (7.3)
CFPyvas = Bo+ PiCSP2+ BoRD1 + BsSIZE; + B4RISK: + BsAGE; + BsIND1 + € Eq. (7.4)
CFPrgs = PBo+ P1CSP2 + B2RD; + B3SIZE; + B4aRISK 1 + BsAGE; + BgIND:1 + € Eq. (7.5)
CFPsrs = Bo+ BiCSP, + BoRDy + BaSIZE; + B4RISK, + BsAGE; + BsIND. +¢  Eq. (7.6)
Correlation analysis

After considering the control variables, the impact of previous CSP on latter CFP are as
shown in Table No.8. From the table, we can perceive that previous CSP is significantly and
positively related to latter CFP, when CFP is measured by LnROA (r=0.656), LnROE
(r=0.670), LnEVA (r=0.515), LnMVA (r=0.315), and LnTQ (r=0.220). However, correlation
of CSR with LnSR (r=0.081) indicates positive correlation but the figure is very low to
indicate any strength in relationship.
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Table No. 8: Correlation Matrix

CSP INROA [INROE |LnEVA [LnTQ [LnMVA [LnSR [LnAGE |LnRISK [LnSIZE [LnRD
., | Correlation | 1 0.656° |[0.670° [0.515 [0.315 [0.220** [0.081 [0.232° [-0.023 [0.162 -0.168
© ] Sig(2tailed) 0.000 | 0.000 0.000 0.006 |0.016 0.494 |0.047 0.846 0.167 0.153
o | Correlation | 0.656° |1 0.870° [0.614° |0557 |0.404" |0.113 |0.023 -0.067 [0.127 -0.091
O | Sig(2tailed) | 0.000 0.000 0.000 0.000 | 0.000 0.337 [0.848 0.570 0.282 0.439
o | Correlation | 0.670° ]0.870" |1 0.618° |0568" [0.371 [0.129 |0.007 -0.348" |0.033 0.030
@ | Sig(2tailed) | 0.000 0.000 0.000 0.000 | 0.001 0.275 |0.956 0.002 0.780 0.799
> | Correlation | 0.515~ [0.614~ [0.618" |1 0434~ 0.389" ]0.033 |0.127 -0.097 | 0.288° [ 0.014
W | Sig(2tailed) | 0.000 0.000 | 0.000 0.000 | 0.001 0.781 |0.280 0.413 0.013 0.903
— d Correlation [0.315° [0557 [0568° |[0434 |1 05117 [0.506~ |[0.067 -0.270° |[-0.170 [0.103
— H Sig(2tailed) | 0.006 0.000 | 0.000 0.000 0.000 0.000 |0.568 0.020 0.148 0.381
> | Correlation | 0.220** [0.404~ [0.3717 [0.389° [0511" |1 0278 |-0.128 |-0.121 [-0.015 |0.068
= | Sig(2tailed) | 0.016 0.000 |0.001 0.001 0.000 0.016 |[0.277 0.303 0.897 0.563
— o Correlation | 0.081 0.113 [0.129 0.033 0506~ [0.278" |1 -0.019  [-0.258" |-0.247° |0.192
— 9] Sig(2tailed) | 0.494 0.337 [0.275 0.781 0.000 |0.016 0.875 0.027 0.034 0.102
« | Correlation 0.232°  [0.023 |0.007 0.127 0.067 |-0.128 [-0.019 |1 0.266° | 0.077 -0.064
Sig(2tailed) | 0.047 0.848 | 0.956 0.280 0.568 |0.277 0.875 0.022 0.513 0.589
v | Correlation | -0.023 | -0.067 |-0.348" |-0.097 |-0.270° [-0.121 [-0.258" |0.266° |1 0.159 -0.175
@ | Sig(2tailed) | 0.846 0.570 | 0.002 0.413 0.020 [0.303 0.027 |0.022 0.177 0.137
_ | Correlation | 0.162 0.127 ]0.033 0.288° [-0.170 [-0.015 |-0.247" | 0.077 0.159 1 -0.089
@ ['Sig(2tailed) | 0.167 0.282 |0.780 0.013 0.148 |0.897 0.034 [0.513 0.177 0.448
— A Correlation |-0.168 | -0.091 [0.030 0.014 0.103 | 0.068 0192 |-0.064 [-0.175 [-0.089 |1
— O Sig(2tailed) | 0.153 0.439 |0.799 0.903 0.381 |0.563 0.102 | 0.589 0.137 0.448

**_Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).
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Regression Analysis
After using logarithm to the base-e (Ln) transformation to transform and fit the data to
normal distribution, the regression equations are as follows:

CFPLnROE3=B0+B1CSP2+BZ LnR D1+B3 LnSIZE1+B4 LnRI SK1+B5 LnAGE1+B6 IN (8 1)
D+¢

CFPLnROA3=B0+[31CSP2+B2 LnRD1+[33 LnSI ZE1+B4Ln RIS K1+B5 LnAG E1+B6| N (82)
D+¢

CFPLnEVA3=BO+61CSP2+BZ LnRD1+[33 LnSI ZE1+B4Ln RIS K1+B5 LnAG E1+B5 IND (83)
1+

CFPLnMVASZBO+B1CS P2+Bz LnRD1+B3 LnSI ZE1+B4Ln RIS K1+B5 LnAG E]_“‘B(;l N (84)
Di+é

CFPLntes=BotP1CSPo+P2LNRD1+PsLNSIZE; +B4LNRISK;1+BsLNAGE 1+ IND; (8.5)
+8

CFPLusra=Po+B1CSPs+BoLNRD1+BsLNSIZE1+BsLnRISK,+BsLNAGE+BsIND  (8.6)
1+€

The regression analysis results of the impact of previous CSP on latter CFP are shown in
Table No.9.

Five of these six models are statistically significant. LnROA, LnROE, LnEVA, LnMVA, and
LnTQ in latter period (2011-13) can be predicted based on corporate social performance
measured in previous period (2009-11) i.e., corporate social performance impacts
significantly on subsequent LnROA, LnROE, LnEVA, LnMVA, and LnTQ. However,
corporate social performance does not have a significant effect on subsequent LnSR. In all
significant models, corporate social performance has a positive impact on financial
performance. These findings provide evidence for the stakeholder theory; companies that
perform better in terms of corporate social performance subsequently perform better in terms
of corporate financial performance.
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Table No. 9: Results from multiple linear regression analysis using 2011-2013 LnROA as dependent variable and 2009-2011 CSP as
independent variable

Beta| T |Sig.|Beta| T |Sig.| Beta| T |Sig.|Beta| T |Sig. |Beta| T | Sig. | Beta T Sig.
(Constant) 0.244 0.808 0.013 0.99 0.144 0.886 2.771 0.007 1.659 0.102 7516 0
CSP 0.642 5.852 0.00 [ 0.613 6.479 0.00| 0.45 3.757 0.00|0.269 2.001 0.049|0.352 3.057 0.003(-0.101 -0.876 0.385
LnAGE |-0.17 -1.6 0.115(-0.111 -1.213 0.23 | 0.026 0.223 0.825|-0.104 -0.788 0.434| 0.021 0.187 0.852( 0.093 0.828 0.411
LnRISK ]0.031 0.291 0.772(-0.237 -2.598 0.012|-0.056 -0.485 0.063|-0.026 -0.195 0.846|-0.194 -2.149 0.045(-0.176 -1.58 0.119
LnSIZE |[0.018 0.178 0.859(-0.011 -0.131 0.896|0.181 1.635 0.107(-0.051 -0.405 0.687(-0.203 -1.909 0.061| 0.217 2.034 0.046
LnRD |-0.078 -0.628 0.532(0.017 0.159 0.874|0.096 0.706 0.483|0.043 0.281 0.779|-0.053 -0.408 0.685| 0.028 0.215 0.831
D1 0.099 0.906 0.368(0.083 0.878 0.384|0.129 1.077 0.286|0.262 1.934 0.058|0.177 1.547 0.127( 0.36 3.137 0.003
D2 0.074 0.674 0.503(0.022 0.233 0.816{0.178 1.481 0.144|0.171 1.259 0.213]0.297 2.581 0.012| 0.282 2.447 0.017
D3 0.116 0.996 0.323|0.088 0.878 0.383|0.078 0.614 0.542(0.309 2.145 0.036(0.434 3.555 0.001| 0.62 5.068 0
D4 0.058 0.456 0.65|0.022 0.203 0.84 |0.191 1.382 0.172(0.183 1.165 0.249(0.065 0.49 0.626( 0.235 1.763 0.083
D5 0.105 0.89 0.377(0.141 1.384 0.171]0.132 1.021 0.311|0.282 1.923 0.059|0.141 1.132 0.262| 0.363 2.916 0.005
D6 0.184 1.287 0.203(0.115 0.935 0.354| 0.077 0.493 0.624| 0.27 1.523 0.133]|0.454 3.023 0.004( 0.459 3.051 0.003
D8 -0.051 -0.407 0.686(-0.132 -1.214 0.229( -0.02 -0.145 0.885| 0.333 2.135 0.037(0.206 1.562 0.123| 0.342 2.587 0.012
R2 0.483 0.616 0.383 0.207 0.431 0.43
DW 1.793 1.832 1.721 2.068 1.851 2.315
F 4.755 0.00* 8.151 0.00* 3.149 0.002 1.329 0.006 385 0 383 0
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On the basis of these results, our second secondary null hypothesis HoS2 is rejected, i.e.,
better corporate social performance results in better corporate financial performance when
financial performance is measured by ROA, ROE, EVA, MVA, and SR, which proves that
firms can benefit financially from CSR actions as a result of improved employee morale and
productivity, and CSR considers all stakeholders and preserves the profitability of the firm.
Our results are in conformity with the results of Preston & O‘Bannon (1997), Tsoutsoura
(2004), Godfrey (2005), Kapoor & Sandhu (2010), Yang et al. (2010). Additionally, it can be
seen that risk is positively related to subsequent financial performance when financial
performance is measured by ROE and MVA which implies that more risk is associated with
higher returns.

Taken together, the results suggest a virtuous cycle between corporate social responsibility
and corporate financial performance. Better CFP leads to better CSP which in turn enhances
financial performance. Thus, we can say that our first primary null hypothesis HOP is
partially rejected or in other words there is existence of virtuous cycle between CFP and CSP
when CFP is measured ROA and EVA.

CONCLUSIONS

Over the last four decades, extensive academic research has been conducted investigating
relationship between CSR and Financial performance. However, the results of these studies
were diverse and uncertain due to differences in research methodology, inappropriate
measures of CSP and CFP and large number of factors affecting the relationship.

This paper has investigated the relationship between corporate social responsibility and
financial performance by considering the possibility of a virtuous cycle between them.

The results of our study conclude that previous CFP is positively related to latter CSP with
respect to accounting measures of financial performance thereby supporting Slack Resources
theory, i.e., better financial performance leads to increase in social performance. In other
words, when a company has higher CFP; it does voluntarily feed back into the community.
Also, previous CSP is positively and significantly related to latter CFP by providing evidence
for the stakeholder theory; companies that perform better in terms of corporate social
performance subsequently perform better in terms of corporate financial performance. On the
basis of this, we can conclude that there is existence of virtuous cycle between CSP and CFP
when CFP is measured by accounting measures.

Even after considering variables like size, risk, age, R&D intensity, and industry effects, this
study has demonstrated existence of virtuous cycle between the two variables when CFP is
measured by ROA and EVA.

Possible Reasons for Positive Relationship between CSP and CFP

Our findings indicate that fulfilling CSR does not necessarily conflict with the objective of
maximizing firm value. On the contrary, it indicates a positive and significant association
between corporate social responsibility and corporate financial performance. The probable
reasons for positive relationship between the two variables are as follows:

. Cost saving
. Employee recruitment, motivation, and retention
. Reputation and brand management
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. Risk management

. Customer Satisfaction

. Competitiveness and market positioning
. Investor relations and access to capital

. Public relation benefits

Recommendations

Contrary to the belief that Social Costs are merely drain on the corporations, the findings of
the study reveal that, in reality, expenditures on social initiatives helps in enhancing the
financial performance of the companies. On the basis of our findings, this study provides
following recommendations for different stakeholders:

e Management: Management should devote resources in CSR activities as it helps in
achieving high reputation and brand value, dedicated and motivated employees, costs
savings, access to finance, and many more, thereby enhancing financial performance
of the company. CSR activities also affect customers’ satisfaction levels, which
ultimately leads to higher financial performance. For managers, this implies that
creating customer satisfaction is a significant intermediate move in transforming CSR
into financial reward.

e Investors: Due to increasing awareness and consciousness among investors, the
concept of socially responsible investing is gaining momentum. Investors should
invest in socially responsible companies as such companies have scope for perpetual
growth.

e Government: Due to increasing social disclosure by corporations on their websites
and annual reports, it is recommended that Government should adopt certain methods
to monitor corporations’ investment in social activities so as to serve as motivation for
their commitment in CSR and also to circumvent some immoral managers who report
overstated costs on accounts for social activities to avert/reduce tax liability, without
actually giving anything back to the society. Government should also undertake
effective initiatives to ensure successful implementation of CSR initiatives.

e Corporations: Corporations should incorporate CSR into their strategic decision-
making process in order to build good reputation and to achieve competitive
advantage. CSR should not be considered as an optional activity rather it should be
integrated with core corporate strategy like other business issues which would overlay
a roadmap for a company’s sustainable growth.

From a widespread perspective, this study reveals an important and significant characteristic
of CSR: everybody wins— shareholders, workforce, customers, environment, and
community at large.

SCOPE FOR FURTHER RESEARCH

Even after many studies in this area, still there is ample scope for further research. This may
be due to differences in the variables used for measuring CSP and CFP, time horizon, sample
size, number of CSP and CFP variables, etc. A common model of measuring CSP variables
needs to be developed pertaining to the Indian market, so that it is easy to measure and
understand the link between CSP and CFP.
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INTEGRATING A WHISTLEBLOWING MECHANISM -
COMMITMENT OF TOP MANAGEMENT

Shivani Abrol*, Swati Aggarwal?, Mukesh Kumar Jain®

Effective whistleblowing mechanisms should be trustworthy and secure, allowing employees
to report malfeasance without hesitation. In establishing a whistle-blower policy, various
factors must be considered, including confidentiality of the perpetrator's identity,
safeguarding of whistle-blowers, training of ethical programmes, management commitment
and responsiveness to the complaint. Therefore, this study aimed to investigate these aspects
of Indian corporates’ whistleblowing policies. The study based on 161 auditors, HR
managers, executives, and company secretaries, among others, determined that Corporate
India has a recognised mechanism for reporting unethical behaviour that provides the
optimal environment for preventing malfeasance and ensuring operational transparency.

Keywords: Whistle-blower Policy, Whistle-blower, Management Commitment, Anonymity,
Non-Retaliation

INTRODUCTION

Over the years, more and more corporate scandals have brought more attention to the issue of
whistleblowing. A company should focus on institutional whistleblowing processes and
motivate employees to disclose malfeasance to reduce risk exposures and safeguard
shareholders’ interests. The written policy of an organisation demonstrates its commitment to
an effective and transparent whistleblowing system. Incorporating a programme requires
creating a culture of adherence throughout an organisation and resolving complaints
effectively with the support of senior management. Therefore, any complaints from whistle-
blowers must be thoroughly evaluated and examined, and the informants must be properly
informed of the investigation's progress. If organisations integrate reporting of malfeasance
into their work culture and respond appropriately to complaints, not only the whistleblowing
mechanism's strength is multiplied, but the primary objective of fraud prevention is also
achieved. The entire system’s credibility is enhanced by a combination of corporate culture
and appropriate training. The potential benefits of implementing a whistle-blower system will
motivate corporations to ensure that the reporting mechanism is incorporated into their work
culture. The effective implementation of a whistleblowing mechanism depends on several
factors, such as the style of leadership, the mechanism's accessibility, knowledge and
awareness of its proper use, timely training, and a well-planned workflow for handling
complaints. A failure at any point of implementation typically results in a cumbersome and
inefficient system. The entire notion of whistle-blower programmes rests around the reality
that employees or stakeholders observe and expose unethical and illegal behaviour at the
workplace. The employee could be
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able to expose the situation to the upper management or personnel designated to handle such
matters, without fear of retaliation or harassment. Many employees may not even consider
bursting the alarm out of fear of retaliation and the possibility of losing their employment and
social connections. Law provides some protection, but organisations should establish and
implement whistleblowing mechanisms that include safeguards against victimisation for
those who disclose corruption and unethical activities. Leading corporations have
implemented a zero-tolerance policy for retaliation against whistle-blowers rather than
allowing fear to impede their anti-fraud activities. A reliable reporting system instils
employee confidence, increases whistle-blowers’ integrity and efficacy, and is essential to
designing and implementing a successful whistle-blower policy. It is essential for the efficacy
of the system for reporting wrongdoing that the results of the complaints' investigations are
communicated to the employees. This would discourage potential breachers from using
unethical and unlawful methods. The response of management would also impact the
perception of acceptable ethical conduct in a corporation. If the managers fail to effectively
follow up on any tips provided by an employee, then employees in the organisation may
disregard their duty to report malfeasance because it may be futile.

REVIEW OF LITERATURE

Numerous researchers have attempted to determine the extent to which the management's
response to the information and complaints reported by the whistle-blower influences the
employees' decision to blow the whistle.

In their study, Taylor and Curtis (2013) investigated whether the organisation's response to
reports of wrongdoing influences the propensity to come forward. Based on information
gathered from 160 senior-level auditors, the study concluded that when an organisation's
reaction to reports of wrongdoing is robust, witnesses are more inclined to report to
supervisors than peers. Wainberg and Perreault (2013) examined the effect of specified
protections on the reporting behaviour of whistle-blowers. Despite the growing number of
legal protections for whistle-blowers, fear of retaliation is the top reason individuals do not
report misconduct. In the context of auditing, they experimented and discovered that a
prominent anti-retaliation policy may reduce reporting intentions since it magnifies the
visibility of retaliatory threats. Robinson et.al. in their study proved that to deter future
fraudsters from perpetrating acts of dishonesty, a sufficient response by the management,
such as imposing severe charges and safeguarding the tipsters from retaliation, should serve
as a message to the perpetrators. Through a survey of 240 trainee auditors, Brennan and Kelly
(2007) discovered that formal mechanisms for reporting positively correlate with employees'
reporting intent. Training provided by organisations to use the formal mechanism boosts the
trust of employees while reporting. Another study on whistleblowing methods in India's
corporate sector revealed that whistleblowing is vital to the improvement of corporate
governance inside any organisation. According to the findings of the study, companies need
to ensure that whistle-blowers can respond and speak out against illegal actions in a positive
and supportive atmosphere (Sunitha, 2017). In another study, it was recommended that
whistle-blower protection is the key to persuading employees to uncover and expose
fraudulent activities within an organisation and that whistleblowing mechanisms are only
effective with the management's support.
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Legal Mechanism of Whistle Blowing in India

The Companies Act 2013 section 177 (9) provides that “every public listed company or such
class or classes of companies, as may be prescribed, shall establish a vigil mechanism for
directors and employees to report genuine concerns. Moreover, the vigil mechanism must
provide reasonable protections against victimisation of those who use it and direct access to
the head of the Audit Committee in appropriate or extraordinary circumstances” (Ministry of
Corporate Affairs). The Security Exchange Board of India through clause 49 of the SEBI’s
equity listing has mandated that every listed company establish a vigil mechanism and
implement a whistle-blower policy. The clause also requires all companies to guarantee that
their employees are informed of the policy to report any wrongdoing, fraud, corruption, or
any sensitive information. Moreover, companies should take all necessary precautions to
protect complainants from harassment and mistreatment (https://www.sebi.gov.in). To
promote the practice of corporate governance among Indian corporations, the ministry of
corporate affairs issued an order requiring all listed companies to disclose all whistle-blower
complaints to the auditor and to include this information in the report produced by the
auditor.

RESEARCH QUESTIONS AND OBJECTIVES

The study will address the following research questions based on the review of the relevant
literature and analysis of the research gaps that have been identified.

1. Do the organisations adhere to the policy of keeping the identity of the individual
anonymous or confidential who lodges a complaint or grievance via the formal mechanism or
system for reporting complaints, misconduct, or grievances?

2. Do the organisations genuinely have a policy prohibiting retaliation against persons who
use the formal procedure or system to lodge complaints, report inappropriate behaviour, or
file grievances?

3. Do the organisations communicate the outcome of complaints made via the formal
procedure or system for reporting complaints, misconduct, or grievances to its employees?

4. How frequently do organisations train employees on how to properly use the formal
mechanism or system for reporting complaints, wrongdoing, or grievances?

To accomplish the aforementioned research questions, the main objective of this paper is to
assess how committed the management is to establishing an effective formal procedure or
system for reporting complaints, misbehaviour, or grievances in their organisation.

Hypotheses of the Study

The following hypotheses are examined to ascertain management's commitment to
embedding a formal mechanism for reporting complaints, misconduct, and fraud.

H1: The more frequently employees are trained on how to use the formal mechanism or
system for reporting complaints, misconduct, or grievances, the greater their intention of
whistleblowing.
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H2: The more responsive and committed management is to establish an effective formal
mechanism or system for reporting complaints, misconduct, or grievances, the greater the
intention of employees to whistle-blow.

RESEARCH METHODOLOGY

The research is based on the primary data gathered through the questionnaires sent via
LinkedIn to auditors, HR managers, executives, and company secretaries, among others. The
survey was distributed to approximately 500 respondents over three months. The data
analysis was conducted using 161 completed questionnaires. There were 30 women and 131
men among the 161 respondents. Respondents range in age from 20 to 40, with an average
tenure of ten years in their current position. Those who participated in the survey were asked
questions about the process owner, investigation, and the communication of the outcome of
complaints to determine how serious the management is about implementing the formal
mechanism for reporting complaints and malpractices.

Statistical Tools

Percentage based analysis, Spearman Rank Correlation, and Kruskal Wallis test are used for
statistical data analysis through SPSS 20.

Data analysis revealed that 135 (84 percent) of the respondents acknowledged that their
organisation had a whistle-blower policy, while only 5 percent were unsure whether formal
processes exist or not. The data collection results are summarised in Table 1.

Table 1: Elements of Whistle-blower Policy

Elements of Whistle-blower No. of
Policy Respondents Percentage
Audit Committee 31 23%
CI_EO or Managing 21 16%
Director
Ethics Committee 38 28%
Process owner of vigil Corporate
mechanism Governance 19 14%
Department
Independent
Ombpudsman/ Official 11 8%
Others 15 11%
C_EO or Managing 30 15%
Director
Audit Committee 42 21%
Forensic Audit Team 7 4%
Who decides further Ethics Committee 45 23%
investigation? Independent
Ombpudsman/ Official 15 8%
Corporate
Governance 21 11%
Department
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Board of Directors 12 6%
Senior Managerial 22 10%
Others 5 1%
Internal Audit 49 28%
Dedicated 78 46%
investigating team
Investigation of complaint Thqu-party service 18 11%
provider
Forensic Audit Team 16 9%
Others 11 6%
Outcomes of investigation Yes 102 76%
shared with employees No 32 24%
0
Anonymity/ Confidentiality ves 127 94%
No 8 6%
Yes 87 64%
Non-Retaliation No 12 9%
Maybe 36 27%
Yes 103 76%
No 32 24%
- - . Once a year 57 55%
Training to use vigil mechanism -
Twice a year 16 16%
More than twice a 30 29%
year

Source: Compiled from the primary data

The data analysis shows that in most companies, the ethics committee is the process owner of
the vigil mechanism and decides whether the complaint received through the formal
mechanism required further investigation or not. In contrast, establishing a vigil mechanism
is the responsibility of either the audit committee, CEO, or Managing director of the
company. From Table 1 it is apparent that in around fifty percent of companies, the
investigation of the complaint is conducted by a dedicated investigating team, and in very
few instances, the services of a third party are sought.

Regarding sharing investigation results with employees, it has been determined that in more
than three-quarters of companies, investigation results are shared with employees. The
respondents confirmed that the communication is either limited to complainants and other
associated parties, or is disseminated among employees via emails highlighting such issues
while concealing the sender's identity. It is indicated from the collected data that the
companies strictly adhere to the anonymity or confidentiality agreement of the complainant.
Concerning non-retaliation policy, however, 27 percent of respondents are unsure whether or
not their organisation implements such a policy. This demonstrates that these respondents
lack confidence in management. The majority of respondents confirm that they have received
training to make them aware of the vigil mechanism and to educate them on how to report
through the formal mechanism. The company may deliver such training annually; twice a
year; or more than twice a year.
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Table 2: Kruskal Wallis Test Result

Hypothesis Test Summary

MNull Hypothesis Test Sig. Decision
The distribution of Independent- A
1 “Whistleblowing_intention is the Samples S Eﬁﬁam the
same across categories of Kruskal- : h th :
Training_frequency. “Wallis Test A PUELLTES SIS

Asymptotic significances are displayed. The significance level is .05,

As shown in Table 2, the Kruskal-Wallis test findings do not support hypothesis H1. This
indicates that the frequency with which employees receive training on how to use the formal
method or system for reporting complaints, wrongdoing, or grievances does not affect their
desire to blow the whistle.

Table 3: Spearman Rank Correlation Result

Mean
Whistleblowing 4.1037
Intention 5 point
Manager_nent 41111 LikerF')[ Scale
Responsiveness
Management 4.2074
Seriousness
Management Management
responsiveness Seriousness
Correlation 0.782%* 0.786%*
. . Coefficient ' '
Spearman's rho mgﬁgilgﬁlowmg Si_g. (2- 0 0
tailed)
N 135 135
** Correlation is significant at the 0.01 level (2-tailed).
Source: Compiled from the primary data

According to Spearman rank correlation, management responsiveness, and seriousness are
substantially positively connected with whistle-blowers’ intent. The finding supports the
acceptance of hypothesis H2. The greater the responsiveness and commitment of
management to build an effective formal procedure or system for reporting complaints,
wrongdoing, or grievances, the more likely employees are to blow the whistle.

CONCLUSION

Corporate India has a recognized mechanism for reporting unethical behaviour, and
corporations do provide the best possible environment for preventing unethical behaviour and
ensuring operational transparency. Moreover, the legal framework in India protects against
the victimisation of complainants. This study demonstrated that corporations are taking all
essential efforts to safeguard complainants from harassment and mistreatment. The study
found that about 30% of respondents lack trust in management's commitment to non-
retaliation. Corporate entities have a greater responsibility to guarantee employee confidence
that their organisations provide a safe and welcoming environment for whistle-blowers to
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respond while protecting them from retaliation. For things to occur and produce good
outcomes, a threat-free atmosphere is necessary. Implementing a strategy requires developing
a culture of integrity throughout an organisation and successfully managing grievances with
the endorsement of top management. The investigation reveals that the whistleblowing
mechanism is only successful with the support and strength of the management. It is also
disclosed that the organisations have a supportive environment, and in collaboration and
cooperation with the employees working to provide a conducive environment for whistle-
blowers. If corporations incorporate reporting of wrongdoing into their work culture and
respond effectively to complaints, the efficacy of the whistleblowing mechanism is enhanced.
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RIGHT TO DISCONNECT: A WAY TO MAINTAIN WORK-LIFE
BALANCE

Shikha Garg*

The purpose of this paper is to examine the importance of right to disconnect in maintaining
a work-life balance. A structured and non-disguised questionnaire was constructed which
was used for eliciting information and data from the respondents. It was found that office
communications received by the employees in out-of-office hours generate a sense of
immediacy and lead to burnout. It was also found that there is an urge to slowdown and
escape among the employees and right to disconnect has been perceived as a strategy to
maintain work-life balance. The paper also discusses the global scenario and the problems
which have been faced by the employers who have implemented this law. The current study
also discusses the Right to Disconnect Bill, 2018 which was introduced in Lok Sabha in
India. The paper suggested that instead of “Right to Disconnect”, “Right for a Chosen
Connection” should be implemented in India so as to overcome the shortcomings of “Right to
Disconnect”.

Keywords: Right to Disconnect, work-life balance, well-being, digital tools

INTRODUCTION

With the advent of communication technologies and several digital tools 24/7 connectivity
has become possible which allows a person to stay connected all the time, not only to his near
and dear ones but also to his work. As a result, nowadays, employees are receiving work
related calls, messages and emails even after working hours and on holidays. For an
employee who has worked constantly for ten hours or more, responding to such calls,
messages or emails becomes very stressful. Many employees’ health related studies have
shown that intrusion into the personal life of employees and imbalance in their professional
and personal life leads to stress, anxiety and sleep deprivation.

A nationwide survey was conducted by National Institute of Mental Health and Neuro
Sciences (2016) which provides us an insight into the prevalence of anxiety disorders in
twenty-eight states of India. The survey shows that around 3.1 per cent of Indian population
is suffering from anxiety disorder. A world-wide survey on seventy-seven cities was
conducted by UBS in 2018. The survey measured average annual working hours along with
other parameters and reported that all over the world in terms of average number of hours
worked in a year Mumbai tops the list with 3314 hours per annum.

In order to deal with ceaseless demands of work and to reduce work related anxiety disorder a
new concept was developed named “Right to Disconnect”. It is based on the principle that
from ages employers have been discouraging employees from involving in personal life while
at work thus in the same way employees should not be disturbed with office related work
while having leisure or personal or family time at home.

Assistant Professor, Vivekananda College, University of Delhi

46



Meaning of “Right to Disconnect”

According to The Right to Disconnect Bill, 2018 which was introduced by Sule (2018), the
“Right to Disconnect” gives an option to the employee to not to indulge in any
communication which is connected with work during non-working hours. These
communications can be messages, calls and emails. This means that as per Right to
Disconnect the employer may try to establish an interaction with the employee beyond work
hours but employee is not bound to respond. As per this right, if an employee declines to
answer to any of the communication which is received during non-working hours, then it
shall not be considered as disregard on his part and no disciplinary action shall be taken
against him by the employer. Right to Disconnect also allows the employer to negotiate on
out-of-work hours with employees.

“Right to Disconnect” Across the Globe

According to Secunda (2019) France is the first country to have law giving “Right to
Disconnect” to employees working in the country. The law came into effect from 1% January
2017 and bars the French employers from contacting their employees in most cases during
out-of-office hours. According to French legislature, employers of the companies having 50
or more employees must give their employees the right to disconnect from work during out-
of-office hours but no penalty has been fixed for violation of law. A similar law has been
passed in Italy (Secunda, 2019).

In Spain, each and every company regardless of the number of employees, have the “Right to
Disconnect” policies (Brin, 2019).

According to Secunda (2019) in Germany employers have decided to adopt such policies
voluntarily for the welfare of employees before the government enact any stricter law. Such
self-regulation apart from ensuring welfare of employees also gives freedom to the employer
to draft the policies keeping in mind their industrial needs. For example, companies like
Volkswagen, BMW, and Puma have by choice imposed limitations on their managers with
respect to sending work related e-mails to employees during out-of-office hours. According
to Secunda (2019) the German Labor Ministry itself has also taken up policies with respect to
after-office-hours communication with an intention to motivate other employers to follow the
suit. The Ministry has banned any communication with employees during out-of-office hours,
except in emergencies. The Ministry has also enacted rules that no manager can take any
unfavourable disciplinary action against the employees who either switch off their mobile or
do not answer any out-of-office hours’ communications (Secunda, 2019).

In Japan there is no law which address “Right to Disconnect” but some companies have
drafted their rules in this regard at individual level. For example, since 2011 Osaka-based
software firm YRGLM Inc. has been encouraging its employees to go on a nine-day vacation
at least once a year and during such leave employees are not allowed to communicate with
the company.

The Japanese automotive firm Mitsubishi Fuso Truck and Bus Corp., just like its German
parent company Daimler AG, have been using software which deletes all those emails which
are received during holidays. The software notifies the sender of the email that the sent email
will be deleted automatically, and requests the sender to resend the email once the person
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returns from holiday. The idea behind this system is to relieve the employee from the stress
of a full inbox after returning to work.

In India the Right to Disconnect Bill 2018 was introduced in Lok Sabha in 2018 as a Private
Member Bill. The main objective of the bill is to aid the employees in maintaining a better
work-life balance and to minimize their stress. The key takeaways of the bill are: employees
have the right to not to answer work related messages/calls/emails during out-of-office hours
and employers can’t take any disciplinary action against employees for this; employers can
bargain out-of-office hours with the employees and need to pay them overtime for such
hours; in case of violation on the part of employer there is a provision of minimum penalty of
1 per cent of employee’s total remuneration.

Arguments in Favour of “Right to Disconnect”

According to Pansu (2018) overuse of digital tools leads to emergence of behaviour which
are not sustainable and effect the well-being of employees negatively. Such negative effect
on well-being leads to burnout among the employees (Kotwinski, 2017). The “Right to
Disconnect” could help in improving the productivity as well as the well-being of employees
by furnishing them safeguard against the employers (Heuvel, 2017).

According to a study conducted by Eléas (2016) over one third of French employees use
digital tools to do office work after their office hours on daily basis and 62 per cent of them
feel that use of digital tools needs to be brought under the ambit of legislation. According to
Lejeune (2016) digital tools affect some employees more than the others and there is a need
to decide on some minimal mandatory disconnection period. Similarly, according to a study
conducted by the CIPD (2017) more than 77 per cent of British employees wanted United
Kingdom lawmakers to come up with a law similar to France’s “Right to Disconnect”.

Arguments Against “Right to Disconnect”

According to Shaw (2017) “Right to Disconnect” could act as a barrier in extracting benefits
of digital era. According to a study conducted by the CIPD (2017) employees feel
empowered when digital tools provide them remote access to their office even when they are
out of office physically, such arrangements provide them work flexibility and make them
more productive.

According to Mankins (2017) “Right to Disconnect” would simply change the timing of
office communications from out-of-office hours to the workday and shove other works to
out-of-office hours or to the weekends. This will make the work environment rigid and soon
the organizations would find out that their most productive employees have become regular
“lawbreakers” as they stay connected to office through digital tools in their out-of-office
hours (Mankins, 2017).

According to Hesselberth (2017) the “Right to Disconnect” would mean that the out of office
hours of an employee will no longer be recorded officially and would lead to unpaid out of
office hours as against traditional scenario in which employer used to pay the employee for
putting in his free time into office work.

The objectives of this study are:

e To find employees perception towards digital tool
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To determine factors that lead to work-life imbalance

To access employees’ attitude towards right to disconnect

To find demographic based differences in employees’ perception

e To suggest managerial implications of the study to maintain work-life balance

LITERATURE REVIEW
Addiction to Digital

Digital tools are very addictive and those people who use them often are more prone to this
addiction (Turkle, 2011; Emmens & Thomson, 2018; Osburg & Lohrmann, 2017; Powers,
2010). Mazmanian et al. (2005) showed that there was some relationship between use of
blackberry devices and addiction to them and an addictive pattern was observed between
them which was referred to as ‘Crackberry’.

According to Leonhard and Von Kospoth (2017) addiction arising because of the wave of
information, alerts and notifications leads to overload in mind which affects a person’s
creative thinking negatively. Addiction to digital tools is a reason for social detachment
(Johnson et al., 2014), is detrimental to health (Mazmanian et al., 2013) and results in burn-
out (Staunton and Devlin, 2018).

Organisational Practices Demand More Connectivity

Organizational practices have transformed radically with the introduction of new
technologies of communication. The advent of digitalization has changed the patterns of
work as digitalisation allows employees to work from everywhere and 24/7 and thus
employees are expected to be prompt. This has given rise to ‘always-on’ culture and
promptness of employees is often identified as higher-level performance. All these have led
to the generation of a notion among the employees that they are required to be connected to
their organization irrespective of time of the day and beyond work hours (Lee et al., 2016).

Significance of Well-being

According to Mullins (2010) an organization should target and achieve a better environment
so as to ensure employees’ optimum well-being. Employees’ and their families’ well-being
can be negatively affected by the digital tools (Becker et al., 2018). According to Thomée et
al. (2011) repeatedly checking or using digital tools such as smartphones results in decline in
the level of well-being, sleep disorder and increase in stress and anxiety level of individuals.
The CIPD Absence Management Report (2016) discloses that presenteeism is increasing at a
very high rate in the United Kingdom. The report shows that lower the level of well-being of
the employees, higher will be the level of presenteeism. Therefore, in order to prevent work
from infringing into the private life of the employees’ rigorous rules should be made (Becker
etal., 2018).

High-speed Society and Slowness Concept

According to Robinson and Godbey (2005) nowadays people feel that there is scarcity of
time and hence they feel very restless and rushed all the time. Such apprehension of time has
led to the origin of terms like “time famine” (Mogilner, Chance and Norton, 2012) and
“runaway world” (Wajcman, 2015). It is also believed that digital tools and advancement in
technology are further quickening the pace of our life. But moving away from the
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technologies is not easy as “they are inextricably woven into the fabric of our lives”
(Wajcman, 2015).

According to Wajcman (2015) in metropolitan cities the high speed of life is often associated
with modernity and a “busy life style” is often adored as the tag of prestige. According to
Cowell (2005) fascination of modern society to link busyness with prosperity, success and
prestigious status, and availability of 24/7 connectivity because of digital tools have
converted employees into “willing slaves” who are ready to over-work which lower their
level of well-being.

According to Honoré (2004) in order to achieve a better well-being, a person needs to move
with a right pace: decelerating when it is needed and accelerating when it is required. One
must aim for a life which is not always in a fight against time (Honoré, 2004). This harmony
between individual and time can be achieved only with the aid of the organisation. The
employers need to understand that an employee with better well-being can perform much
better than an employee with lower well-being and should promote the idea of slowness
among the employees. According to Messenger (2010) when long working hours of the
employees are reduced then the organisations witness positive impacts on employees mental
and physical health, improvement in performance and reduction in workplace accidents all
due to fall in stress, anxiety and fatigue level of employees.

According to Pansu (2018) it is not necessary that idea of slowness is applied on the universal
scale, small steps on the part of the organisation can also resolve the problem. It has been
witnessed that many organisations have developed such kind of culture which is in
concurrence with the slowdown concept and thus acknowledge the positive influence of
slowness on productivity (Honoré, 2004). According to Johnson et al. (2018) some
organizations are providing gyms facility to employees within the organisation and also
allowing them to take naps in between work. Activities like going for a walk, listening to
music, meditation, yoga, aerobics, mindfulness, stretching etc. are promoted by organizations
as such activities reduce fatigue, enhance positive emotions and restore psychological
resources (Trougakos et al, 2008; Henning et al., 1997).

RESEARCH METHODOLOGY

On the basis of previous research and knowledge about the subject, a structured and non-
disguised questionnaire was constructed which was used for eliciting information and data
from the respondents. In order to obtain required information from the respondents both
open-ended and closed-ended questions were used which were created on the basis of careful
selection and modification of scales which were already tested in past researches.

With the objective to know whether the respondents consider digital tools as invasive and
addictive the scale developed by Pansu (2018) and Beard (2005) respectively was utilized.
For tapping the domain of factors leading to work-life imbalance, such as immediacy and
emergency to respond to office communication, burnout, desire to escape, and coping
strategies, such as right to disconnect, scales developed by Pansu (2018) were used. Certain
modifications were made in the questions so that the questions become suitable to Indian
context. A five-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree) was
utilized for eliciting responses.

The intention of the current study is to understand the importance of right to disconnect in
maintaining a work-life balance thus the questionnaire constructed for the study has taken
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employees as its sampling unit. The pilot testing was carried out on 20 respondents and the
suggestions provided by them were incorporated and a final questionnaire was developed.
The final questionnaire was circulated both physically and online with the help of Google.doc
surveys and convenience sampling method was used for it. The data was gathered in
September-October 2019 in the city of Delhi and National Capital Region (NCR). Total 113
responses were obtained and out of these 12 were dropped as they were incomplete. The final
data comprises of 101 responses which were analysed by using SPSS software version 20.

The data so collected was analyzed using factor and reliability analyses. To test the reliability
of scale Cronbach alpha coefficients were calculated for each dimension. Reliability
coefficients along with mean scores for each dimension as well as mean score and standard
deviation for individual items constituting the dimension are provided in Table 1.

Table 1: Right to Disconnect Dimensions and Statements Indicating their Reliability Score,
Mean Score and Standard Deviation

Reliability | Mean Std.
Dimensions (Cronbach | score Deviat
Alpha (n=101) ion
value)
A. Digital Tools are Perceived to be Invasive and 821 3.36
Addictive
1. lunlock my smartphone every 4-5 minutes 3.81 717
2. When I don’t use my smartphone for long I 3.45 1.081
start feeling that I am missing something
3. | have made unsuccessful efforts to control, 3.09 1.167
cut back, or stop use of the internet
4. | feel restless, moody, depressed, or irritable 3.09 1.087
when attempt to control internet use
B. Perceived Immediacy and Reasons of Burnout .920 3.80
1. | feel pressure to respond quickly to work 3.51 1.016
related message
2. | feel that there is an emergency when | 4.00 .600
received message related to work.
3. | feel that I help other people finish their 3.82 713
work on time if | answer work related
message fast
4. Heavy workload is one of the reasons why | 3.89 1.095
work after office hours or once I leave my
desk
5. My workload has increased after the 3.91 991
introduction of digital tools
6. My workload has increased as my 3.90 1.082
organisation expect more from fewer people
7. Working from home allows me to 3.53 1.162
compensate for the time | have not (or at
least | do not have the impression that |
have) worked enough during office hours
C. Desire to Escape and slow down .790 4.00
1. Twish I could live without digital tools 3.91 512
occasionally
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2. | 'wish I could slow down the pace of my 3.91 512
life.
3. Sometimes, | wish I retire or leave my job 4.18 573
and go on an ice floe
D. “Right to Disconnect” Perceived as a Strategy to 921 3.87
Maintain Work-Life Balance
1. “Right to Disconnect” could help me 3.91 789
disengage with work and have better
relaxing time
2. “Right to Disconnect” could be favourable 3.74 744
for my well-being
3. “Right to Disconnect” could help me to 3.83 825
establish better balance between personal
and professional life
4. A law similar to “Right to Disconnect” 3.99 954
should be implemented in India
Source: Authors’ elaboration

Notes: 1. Scale used for measuring responses was 1 = Strongly disagree; 2 = Disagree; 3 = Neutral; 4 = Agree;
5 = Strongly agree.

Table 1 show that the reliability coefficients are high enough for all the dimensions which
indicates that data is reliable.

RESULT ANALYSIS
Descriptive Statistics

Out of total respondents (Table 2) 36.6% were female (n = 37) and 63.4% were male (n =
64). Out of 101 respondents, 53.5% (n = 54) were graduate, 17.8% (n = 18) were post-
graduate and 28.7% (n = 29) had done professional courses. Out of 101, 64.4% (n = 65)
respondents were employed in public sector and 35.6% (n = 36) were employed in private
sector. 35.6% (n = 36) respondents on an average worked additionally 1-3 hour/s per week
because of the availability of digital communication tools, 17.8% (n = 18) respondents on an
average worked additionally 3-5 hours per week because of the availability of digital
communication tools, 9.9% (n = 10) respondents on an average worked additionally 7-9
hours per week because of the availability of digital communication tools, 8.9% (n = 9)
respondents on an average worked additionally 9-11 hours per week because of the
availability of digital communication tools, 9.9% (n = 10) respondents on an average worked
additionally 11-13 hours per week because of the availability of digital communication tools
and 17.8% (n = 18) respondents on an average worked additionally above 13 hours per week
because of the availability of digital communication tools.

Table 2: Description of Respondents

Characteristics Frequency Percentage
Gender Female 37 36.6%
Male 64 63.4%
Graduate 54 53.5%
Education Post-graduate 18 17.8%
Professional 29 28.7%
Employment Sector Public 65 64.4%
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Private 36 35.6%
A ber of 1-3 hours 36 35.6%
] d.;’.err?%eh”“':‘ er ‘r’k ] 3-5 hours 18 17.8%
acdutionat NOUTs Worke 7-9 hours 10 9.9%
per week because of the
L L. 9-11 hours 9 8.9%
availability of digital
communication tools 11-13 hours 10 9.9%
Above 13 hours 18 17.8%
Total 101 100.0%
Source: Authors’ elaboration

Mean Score Analysis

Data was summarized and inferences were drawn through mean scores. Mean scores were
interpreted by using approach developed by Scott (1999). In respect of the five-point Likert
scale items, while a mean score in the range of 3.2 to 2.8 was construed as indicating that
respondents were neutral towards the statement; a score above 3.2 was taken as indicating
that the respondents agreed with the statement and a score below 2.8 was taken as indicating
that respondents did not agree with the statement.

From Table 1 it can be seen that overall respondents feel that the digital tools are invasive
and addictive in nature (M=3.36). They agree that they usually unlock their smartphone every
4-5 minutes (M=3.81) and they feel that they are missing something when they do not use
their smartphone for long (M=3.45) but they feel neutral when it is asked that whether they
have made unsuccessful efforts to control, cut back, or stop use of the internet (M=3.09) and
during such attempt to control whether they felt restless, moody, depressed, or irritable
(M=3.09).

Respondents agree that they feel immediacy and burnout (M=3.80), respondents feel pressure
(M=3.51) and emergency (M=4) to respond quickly to work related messages and feel that
they help other people finish their work on time if they answer work related message fast
(M=3.82). Respondents perceive workload (M=3.89), introduction of digital tools (M=3.91)
and organizations’ expectations of getting more work done by fewer people (M=3.90) as the
reasons of their burnout (Table 1).

Respondents have desire to escape and slowdown (M=4.00), they wish they could live
without digital tools occasionally (M=3.91), slow down their pace of life (M=3.91) and retire
or leave their job and go on an ice floe (M=4.18) (Table 1).

Respondents perceive right to disconnect as a strategy to maintain work-life balance
(M=3.87), “Right to Disconnect” could help them disengage with work and have better
relaxing time (M=3.91), could be favourable for their well-being (M=3.74), could help them
establish better balance between personal and professional life (M=3.83) and a law similar to
“Right to Disconnect” should be implemented in India (M=3.99) (Table 1).

t-test Analysis

In order to ascertain the influence of demographic characteristics on the responses t-test was
conducted.
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Gender

t-test (Table 3) revealed that on average, male perceive digital tools to be more pervasive and
addictive (M = 3.5547, SE =.09983) than female (M = 3.0203, SE =.12829). This difference
was significant t(99) = 3.267, p < .05. The effect size is medium, r = 0.31196.

It further revealed that on average male perceive immediacy and burnout more (M = 4.0290,
SE = .09699) than female (M = 3.3938, SE = .11063). This difference was significant
t(84.185) = 4.317, p < .05. The effect size is medium, r= 0.425736 (Table 3).

Also, on average male desire to escape and slow-down is more (M = 4.0469, SE = .06839)
than female (M = 3.9189, SE = .023843). This difference was not significant t(77.24) =
1.767, p > .05. The effect size is low, r =0.197111 (Table 3).

Furthermore, on average female perceive right to disconnect as a strategy to maintain work
life balance more (M = 3.9324, SE = .01850) than male (M = 3.8320, SE = .11707). This
difference was not significant t(66.115) = -.847, p > .05. The effect size is low, r = 0.103607
(Table 3).

Table 3: Gender-based differences in perceptions
Levene's Test t-test for Equality of

Std for Equality of Means
' Variances
Gender Mean Error - -
M F Sig. T Df Sig.
ean
(2-
tailed)

ADDICTIVE | MALE 3.5547 | 0.09983
FEMALE | 3.0203 | 0.12829
BURNOUT | MALE 4.029 | 0.09699
FEMALE | 3.3938 | 0.11063
ESCAPE MALE 4.0469 | 0.06839
FEMALE | 3.9189 | 0.02384
RIGHT MALE 3.832  0.11707
FEMALE | 3.9324 | 0.0185
Source: Authors’ elaboration

1.449 | .232 | 3.267 99 .001

4112 | .045 | 4.317 | 84.185 | .000

10.502 | .002 | 1.767 | 77.240 | .081

50.591 | .000 | -.847 | 66.115 [ .400

Employment Sector

t-test (Table 4) revealed that on average employees in public sector perceive digital tools to
be more pervasive and addictive (M = 3.6615, SE = .08846) than employees in private sector
(M = 2.8125, SE =.12455). This difference was significant t(99) = 5.633, p < .05. The effect
size is medium, r = 0.492664.

It further revealed that on average employees in public sector perceive immediacy and
burnout more (M = 4.1385, SE = .07685) than employees in private sector (M = 3.1786, SE =
.11876). This difference was significant t(64.786) = 6.786, p < .05. The effect size is large, r=
646031 (Table 4).
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Also, on average desire of employees in public sector to escape and slow-down is more (M =
4.1385, SE = .04842) than employees in private sector (M = 3.7500, SE = .07319). This
difference was significant t(99) = 4.58, p < .05. The effect size is medium, r = 0.418136
(Table 4).

Furthermore, on average employees in public sector perceive right to disconnect as a strategy
to maintain work life balance more (M = 4.2115, SE = .04848) than employees in private
sector (M = 3.2500, SE = .14015). This difference was significant t(43.537) = 6.484, p < .05.
The effect size is large, r = 0.700904 (Table 4).

Table 4: Employment sector-based differences in perceptions

Levene's t-test for Equality of Means

Test for

Std. .

Equality of

Sector | Mean II\E/Irergrr] Variances
F Sig T Df Sig(2-
. tailed)
Addictive | Public | 3.6615 .08846 626 | 431 | 5633 99 .000

Private | 2.8125| .12455
Burnout | Public | 4.1385| .07685
Private | 3.1786| .11876
Escape Public | 4.1385| .04842
Private | 3.7500[ .07319
Right Public | 4.2115| .04848
Private | 3.2500[ .14015
Source: Authors’ elaboration

6.020| .016 | 6.786 64.287 .000

2.653| .107 | 4.580 99 .000

55.539| .000 | 6.484 43.537 .000

DISCUSSION, RECOMMENDATION, LIMITATION AND SCOPE FOR
FUTURE RESEARCH

Though respondents are showing some sign of addictiveness towards digital tools as they
unlock their smartphone frequently and feel as if they are missing something when they don’t
use their smartphone for long but they appear uncertain in deciding whether digital tools are
invasive, addictive or not. More statements can be provided to the respondents to make clear
the nature of digital tools.

The survey shows that office communications received by the employees in out-of-office
hours generate a sense of immediacy and lead to burnout which may have far reaching
consequences on their personal as well as professional life. This result is in line with the
previous studies (Pansu, 2018; Mazmanian et al., 2005). The respondents show an urge to
slowdown and escape from their daily routine. This result is consistent with the previous
study (Honoré, 2004).

Respondents perceive right to disconnect as a strategy to maintain work-life balance. What is
required to be noticed is that because of always-on culture, immediacy, burnout and
employees wish to slowdown and escape there is a “need of a strategy” to maintain work-life
balance and “Right to Disconnect” is only one of them. There are other strategies also which
should be analysed properly before taking a final decision.
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Some of the companies around the world which have enacted “Right to Disconnect” have
witnessed that their employees are finding ways to work around the system and are doing
their office work in out-of-office hours. One of the reasons of such behaviour is the urge of
flexibility in working hours which get eliminated under “Right to Disconnect”. It is suggested
that instead of “Right to Disconnect”, “Right for a Chosen Connection” should be
implemented. According to this no employee could be forced to stay connected or work in
out-of-office hours except those who wish to work at that time, provided they don’t expect
the work from those who are resting. Such policies would help the organizations and
employees to take advantage of digital era through flexibility and would do away with
problems like being available 24/7.

The current research being principally descriptive in nature is not free from limitations. It
uses convenience sampling and data is being collected through a small sample size in the city
of Delhi and NCR. This does not provide us pan-India data. Thus, in future further studies
can be done by including more diverse geographical area with good number of respondents to
have data representing whole India. Due to time and resource constraints, only selected
aspects of the work-life imbalance have been studied. This limitation needs to be overcome in
future by employing other aspects. The current study aims at knowing the perceptions of the
respondents and no relationship among the variables have been analysed. So, a further study
can be done to establish relationship among the variables and to draw up the model. It will be
equally important to analyse whether employees belonging to different sector differ in their
attitude and need.
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MILLENNIALS IN THE WORKPLACE: AN OVERVIEW

Kasturi Saikia®

People are what makes a great workplace. It is seen that the behaviors and attitudes of
people have changed drastically over the years. With this change, there have been
changes in the working style of individuals and organizations as well. The success of an
organization depends on the efficiency of human resources and there is interdependency
between the organization and its people to take care of each other. The different
generations over some time, Silent Generation, Baby Boomers, Generation X, and now
the Millennial or Generation Y; and their characteristics have had a great influence on
the working style of organizations as they must keep up with the needs of the
generation. This study aims to identify how organizations have accepted the millennials
and brought about changes in the workplace environment keeping their needs in mind.
The Objectives of the study are

1) To identify the characteristic of the millennial.

2) To identify the workplace environment changes owing to the millennials.

In addition, some unique HR practices of companies are also discussed. The study is
based on the literature available from various secondary sources such as journal and
magazine articles. The major finding of this study is that organizations consider the
different generations and takes care of their needs by incorporating changes in the
organization’s culture.

Keywords: Millennial, Generational differences, Workplace

JEL Code: M12, M14

INTRODUCTION

A generation can be defined as a group that is distinguished based on birth year, age,
location, and other significant life events (Kupperschmidt, 2000; Smola & Sutton, 2002;
Guha, 2010) that creates their personality and shape their behaviors and attitudes (Bannon et
al., 2011). This change also affects the workplace environment as per the needs of the
generation (Schullery, 2013). These differences cannot be ignored (Reisenwitz & lyer, 2009;
Bannon, et al., 2011; Putre, 2013), as they impact the whole system in an organization. There
have been four different generations of workers: Silent Generation, Baby Boomers,
Generation X, and Generation Y (Kapoor & Solomon, 2011; Geoffrey & Schewe, 1994;
Strauss & Howe, 1991) and out of these, only three generations comprise of today's
workforce: Baby Boomers, Generation X, and Millennials (Smola & Sutton, 2002; Kaifi, et
al, 2012), but slowly Generation Z has also entered the workplace now. But there is no
uniformity about the years to which these different generations belong to.

“Silents” are said to be born between 1930-1945 (DeVaney, 2015) or 1925 to 1942 (Strauss
and Howe, 1991) or 1925-1945 (Jeffries Hunte, 2003) followed by the Baby Boomer
generation, who are born between 1943 and 1960 (Strauss and Howe, 1991; Kaifi et al.,
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2012) or between 1946 and1964 (Beekman, 2011; Jeffries Hunte 2003). Generation X was
born between 1961 and 1979 (Kaifi et al., 2012) or 1961 to 1981 (Strauss and Howe,1991), or
1965 and 1980(Jeffries Hunte,2003; Beekman, 2011), but roughly it starts in the early 1960s
and ends in 1975, 1980, 1981, or 1982 (Jurkiewicz & Brown, 1998; Karp et al,1999; Adams,
2000; Scott, 2000; Kupperschmidt, 2000; O'Bannon, 2001). Finally, Millennials, are argued
to have been born between 1979 and 1994 (Smola and Sutton, 2002); or 1980 and 2000
(Meier & Crocker, 2010; Kaifi et al., 2012), or between 1981 and 2000 (Jeffries & Hunte,
2003; Beekman, 2011; Cekada, 2012) or after 1982 till 2000 (Strauss and Howe, 1991). They
are the ones born between the early 1980s to the early 2000s and have a huge impact on
organizations as they are dominating the work field in the present scenario. They are open-
minded, creative, flexible, and progressive in their thoughts. Millennials love to be in an
informal environment and have casual conversations instead of formal meetings. They want
recognition and appreciation for the work they have accomplished. They want to be heard
and wish for the freedom to work on their ideas (Erickson, 2009)

The identity of a generation is characterized by the set of values and attitudes that drive them
toward their work (Chaturvedi, 2013) which further defines an organization’s culture.
Managers can adapt to the likes and dislikes of the generations by understanding the
differences among them.

Silent Generation is said to be traditional in its approach, with no originality, imagination, or
any cause. They are facilitators and helpers, who preferred job security over
entrepreneurship. While the Baby Boomer generation is believed to be arrogant, mature, wise
with full of self-confidence. They are spiritual, religious, and critical thinkers (Strauss &
Howe, 1991; Howe & Strauss, 2000). Baby Boomers did not grow up dependent on
technology (Smola & Sutton, 2002; Kaifi et al., 2012). They are optimistic, loyal, consistent,
and hardworking and are ready to work overtime for money and recognition (Howe &
Strauss, 1991; Yu & Miller, 2005; Gilbert, 2011) Hence, they are said to be workaholics for
whom work was a central part of their life.

Coming to Generation X, they have been described as Cynical, distrusting, fearful, lost,
wasted, shocking, uneducated, shallow, uncivil, mature for their age, pragmatic, apathetic
and disengaged politically, independent, self-reliant, fatalistic, mocking, under-achieving
(Strauss & Howe,1991; Howe & Strauss,2000). Generation X grew up in a poor economy
(Cahill & Sedrak, 2012) with financial, family, and societal insecurity which made them
individualistic (Jurkiewicz & Brown, 1998). They are loyal, cynical, and self-reliant who
loved to work alone and prefer stability and job challenges, expecting rapid promotion and
rewards (Howe & Strauss, 1991; Jennings, 2000; Yu & Miller, 2005).

OBJECTIVES OF THE STUDY

With the retirement of the Baby Boomers, it is Gen X and Millennials that are currently in
the working scenario of various companies, and it is mostly the Millennials who are
dominating the workforce (Smola and Sutton, 2002; VanMeter et al., 2013). Since all three
generations are working together, they must work together in harmony and unity by
avoiding any kind of conflict (Adams, 2000; Deyoe & Fox, 2011), misunderstanding
(Bradford, 1993), and miscommunication (Jurkiewicz, 2000). Generational differences have
had a great influence on the working style of organizations and managers are trying their
best to keep up with the needs of the generation for better performance and satisfaction
among the employees. This study aims to identify how organizations have accepted the
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millennials and brought about changes in the workplace environment keeping their needs in
mind. The Objectives of the study are

1) To identify the characteristics of the Millennials.

2) To identify the workplace environment changes owing to the Millennials.

In addition, some unique HR practices of companies are also discussed.

RESEARCH METHODOLOGY

The study is based on the literature available from various secondary sources such as journal
and magazine articles. Different academic articles available in various journals are referred to
by searching the keywords: Millennials, Generation Y, Generational differences, and
Generation X, which led to the fulfilment of the objectives of this study.

LITERATURE REVIEW
The Millennial Traits

The Millennial Generation, also known as Generation Y, Nexters, Nexus Generation, Net
Generation (NetGen), Screenagers, Google Generation, Digital Natives, and Melting Pot
Generation (Zemke et al, 2000; Prensky, 2001; Burke & Ng, 2006; Nielsen, 2014) are
commonly referred to as millennials (Tyler 2007; Balda & Mora, 2011; Evans, 2011; Chou,
2012; Cekada, 2012) as they were born closer to the new millennium and raised in a more
digital age (Kaifi et al., 2012) influenced by computers and a greater acceptance of non-
traditional families and values (Andert, 2011). They are described as Optimists, cooperative,
team players, trusting, accepting of authority, rule-followers, smart, civic-minded, special,
sheltered, confident, achieving, pressured, and conventional (Strauss and Howe 1991; Howe
and Strauss,2000) with high self-esteem (Meier & Crocker, 2010). Chaturvedi (2013)
identified nine different perceived orientations that include both positive and negative traits-
Autonomous, Entitled, imaginative, self-absorbed, defensive, abrasive, myopic, unfocused,
and indifferent. With their entry into the workforce, they have been well-studied by scholars
(Harris-Boundy & Flatt, 2010), which led to the identification of the following
characteristics:

S.No. | Characteristics Explanation Authors
1. Highly They are very committed | Tulgan and Martin (2001); Martin
committed & | to their job. (2005); Hauw and Vos (2010).
motivated
2. Meaningful work | They want to make | Sheahan (2005); Behrens (2009);
difference with their work | Hewlett et al. (2009); Hauw &
by contributing to society. | Vos, (2010); Ng et al (2010);
Beekman (2011); Cahill and
Sedrak (2012); Cekada (2012);
Schullery, (2013); Smith &
Nichols (2015).
3. Challenging work | They love challenges and | Martin (2005).
are very open to learning
new experiences.
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4. Immediate They want to  be | Martin (2005); Lowe et al (2008).
feedback appreciated  for  their
work. Feedback should be
very clear and specific,
leaving no room for
misunderstanding.

5. Goal oriented They know their job well | Kowalski et al. (2010)
and they are well-focused.

6. Adaptable to | They can adapt easily to | Martin (2005)

change changes.

7. Team workers They love working in | Howe & Strauss (2000); Sheehan
teams by contributing | (2005); Elam et al. (2007); Alsop
equally to the output. (2008); Gursoy et al. (2008); Deal

et al. (2010); Hershatter & Epstein
(2010); Espinoza, et al. (2010);
Kowske et al. (2010); Meister &
Willyerd(2010); Myers &
Sadaghiani(2010); Ng et al(2010);
Bannon, et al., (2011); Gilbert
(2011); Cekada (2012); Gavatorta
(2012); Cahill & Sedrak (2012).
8. Work-life They give importance to | Tulgan & Martin (2001); Sheahan
balance their family and take out | (2005); Andert(2011);
time for them. Gilbert(2011);
Farrell and Hurt (2014)

9. Open They love to work in an Tapscott (1998); Zemke et al.,
open environment with (2000); Tulgan and Martin
fewer rules and (2001); Hill (2002); Martin,
regulations and open (2005); Howe & Strauss, (2007);
communication, prefer Marston (2007); Gursoy et al
transparency and inter- (2008); Ng et al.(2010); Kaifi et
connectedness in the al. (2012) (Smith & Nichols,
Workplace 2015)

10. Confident & | They are very confident | Howe & Strauss (2000); Tulgan

Optimistic and positive. (2009); Guha, (2010); Hauw and
Vos (2010); Kowske et al. (
2010); Trzesniewski
& Donnellan (2010).

11. Tech-savvy They are very technology- | Lancaster & Stillman (2002);
friendly and love to work | Martin (2005); Bannon, et al.
on the go. (2011); Evans (2011); Beekman

(2011); Cekada (2012); Smith &
Nichols ( 2015).

12.. | Multitaskers They can do multiple | Suleman & Nelson (2011);
works at a time. Cekada (2012).

13. Informal They prefer an informal | Sheahan (2005)

environment set-up.
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14. Fun-Loving Generation Y employees | Sheahan (2005); Suleman &
enjoy having fun at work. | Nelson (2011)
They realize the value of
truly enjoying their jobs

15. Well educated They are well-educated | Tulgan and Martin (2001); Jayson
with college degrees. (2006); Brant & Castro, (2019)

16. Freedom to work | They like to be coached | Sheehan  (2015);Cekada(2012);
instead of being ordered | Gavatorta(2012);Romero (2012).
and they learn best by
doing.

17. Job —switch They do not mind | Solomon (2000); Safer (2007);
switching jobs until they | Hauw & Vos (2010).
find the one that suits
them best.

18. Social people They give importance to | Alsop (2008); Borges et al (2010);
interpersonal relationships | Ng et al. (2010); Balda & Mora,
and desire authenticity (2011); Smith & Nichols (2015).
and meaningfulness when
establishing
relationships.

19. Socially They want to contribute | Meister & Willyerd, (2010);

conscious to society by doing well | McGlone et al (2011).

and involving in social
activities.

20. Communication | They love to | Meier & Crocker (2010)
communicate and be in
touch.

As is evident from above, it can be rightly said Millennials are a generation that thinks and
works differently and have brought about changes in the work culture and had a profound
influence on the way work is done (Solnet & Kralj, 2012). They are productive and prefer to
work for fewer hours and even work from home so that they can balance their work life with
their personal life. They love meaningful work that involves innovativeness and risks.
Interestingly, Millennials prefer works that are enjoyable, and satisfying, and integrate work-
life balance over well-paid or career-oriented jobs (Bannon et al., 2011; Henderson, 2012;
Chalofsky & Cavallaro, 2013). But this generation has also been criticized as it is argued that
Millennials are self-important, impatient, and disloyal, narcissistic, over-confident, arrogant
(Twenge & Campbell,2003; Howe & Stauss, 2007; Jacobson, 2007; Hill, 2008; Myers &
Sadaghiani, 2010; VanMeter et al., 2013). They are difficult to interact with, are entitled, and
overly service-focused (Deal et al., 2010) as they are not scared to express their opinions
(Levenson, 2010) as they expect to be listened to and have their opinion valued (Solnet &
Kralj, 2012). Their need for feedback is also considered to be a negative trait by some (Cahill
and Sedrak, 2012).

Nevertheless, Generation Y views the world much differently than the previous generations,
and to be effective in today’s world, organizations must be able to identify with a multi-
generational workforce with varying beliefs, work ethics, lifestyles, values, attitudes, and
expectations (Niemiec, 2000) and should embrace them with new management techniques for
better results (Tulgan & Martin, 2001; Balda & Mora, 2011 Meister, 2012). Managers must
be able to engage employees for talent retention (Schullery, 2013) as they tend to switch jobs.
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They are always on the hunt for better opportunities and hence the turnover rate is high
among them. To attract and retain a Millennial, an organization needs to understand their
employees’ needs and values, factors that drive them towards better engagement, and satisfy
this generation (Guha, 2010). The organization should take this seriously so that they can
retain their talents and provide them with learning opportunities and cultural identity within
the organization (Lancaster & Stillman, 2002).

But organizations have already understood that the key to managerial success is acceptance
of the new generation (Espinoza et al., 2010; Meister, 2012) and hence they are strategizing
practices for the millennials and adapting to their needs. Generational differences have been
studied by different researchers by identifying the factors responsible for such differences
(Kilber, 2014) and the results have been contradictory. Gilbert (2011) concluded there exist
generational differences while Kowske et al. (2010) found very small generational
differences concerning work. Others (Smola & Sutton,2002; Hauw & Vos, 2010; Costanza et
al.,2012; Pyorial et al, 2017) suggested that differences among generations are due to factors
other than generational characteristics, which may be a result of societal environment,
maturity process of individuals, geographical location, culture, family values, styles, etc.

But it is widely accepted that each generation has its own beliefs, work ethics, values,
attitudes, and expectations (Niemiec, 2000) according to which organizations continue to
change and adapt (Scandura &Williams, 2000). Thus, organizations have to be innovative in
recruiting and retaining the millennials along with the older generations (Criswell & Martin,
2007; Bannon, et al., 2011), which serves as both a challenge and an opportunity for
organizations (Lancaster &Stillman, 2002). Talent retention is one of the major issues
concerning the millennials for their love of changing jobs and challenging work.
Organizations need to invest in unique and innovative human resource practices, for
attracting, hiring, motivating, managing and retaining the Millennials (Burgess, 2008; Trunk,
2007; Wood, 2015; Garcia, 2016) which in turn will act as a competitive advantage for the
organizations practicing it(Gilbert, 2011). Soon, Gen Z will be taking over the
millennial population hence the organization needs to adapt to that change as well as changes
take place gradually (Levenson, 2010).

The Millennials: Changes in Working Style
The changes in the working style of the companies are quite evident in recent times.

1. Open workspaces: Millennials love to work in an open environment (Meier & Crocker,
2010; Cahill & Sedrak, 2012; Eversole et al., 2012) where they have flexibility in terms of
working hours and location, not following the 9 to 5 work schedule and allowing to work
from home or remotely. Hence organizations these days are providing employees with
benefits as they prefer.

2. Tech-friendly setup: Millennials are tech-friendly people who make high use of technology
at work and also love to keep it in portable form (Bannon et al., 2011) so that they can check
their cell phones or laptops even if they are not on work. They are more open to working
anywhere at any time compared to the other generations (Meier & Crocker, 2010) and reply
to office emails even on holidays or when they are on the go. They are open to recruitment
through social media or video call interviews (Alsop, 2008) and prefer video conferencing
when they are not available at work. They always like to remain connected.
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3. Informal organization: Organisations these days have an informal setup, especially in the
case of start-ups. It is because of the new generation’s love for informal meetings and flexible
work environments that include team workspaces (Bannon, et al., 2011). Informal learning is
also encouraged through the use of social media and various apps. They also love to be in their
pair of comfortable clothing at work, and many companies are dealing with this issue by
offering casual Fridays or making the dress code less restrictive (Meier & Crocker, 2010)

4. Quick breaks: Organisations provide free coffee in the workplace. They understand that
breaks are an important part of their work (Cekada, 2012), and taking breaks in between work
makes them more productive. This generation can work productively when given short
breaks as these breaks help them to refresh and can work better with more energy.

5. Fun culture: Fun is considered to be a very important ingredient in a workplace ( Michel
et al., 2019) as authors (Yerks, 2003; Caccamese,2012; Vorhauser-Smith, 2013) believe that
fun helps in promoting engagement, better relationship, trust, and motivation; which in turns
affects job satisfaction (Peluchette & Karl, 2005; Karl & Peluchette, 2006; Hsieh, 2010). It
positively affects trust in supervisors and co-workers, talent retention, and job performance
(Michel et al., 2019). Hence organizations these days are seen to incorporate fun in various
ways by organizing events and celebrating birthdays and special occasions.

6. Dynamic learning: Generation Y loves to learn new things that let them explore, for which
the organizations have been using technology-based learning methods with video and
multimedia, Internet online tools such as blogs, texting, wikis, and social networking
(Cekada, 2012; Farrel & Hurt, 2014; Sharma, 2016). It encourages Collaborative learning by
sharing ideas and interaction within the organization.

7. Project-based works: Since they love working in teams (Gavatorta,2012), millennials are
given the chance to work on project-based tasks so that they can maximize their output with
the help of their team members.

8. More freedom: Managers these days do not control the employees as they know that the
new generation does not like to be ordered or controlled, rather they want the freedom to
work, according to their will (Sheahan, 2005; Bielaszka-DuVernay, 2007; Romero, 2012;
Chaturvedi, 2013). Managers can check on their progress and coach them or offer to help and
teach them (Romero, 2012).

9. Corporate Social Responsibility: Managers encourage the voluntary participation of
employees in social activities as they want to work for companies that help people (Bannon et
al., 2011). It makes them happy and boosts their morale and satisfies their desire to give back
to the community and engage in work that has a greater purpose (Hewlett, et al., 2009)

10. Sociability: Organisations these days comprise people from different nations,
communities, and races and since millennials love working in teams and they put special
importance on relationships, employees are seen to have a greater tolerance for other people’s
races, nationalities and gender preferences (Behrens, 2009). This promotes equality and
cordial relationship among the employees. Even outside the workplace, employees prefer
having team dinners and team lunches, which are an important part of work life (Mycoskie,
2012).

11. Awards and Recognition Programs: Since Generation Y workers love to receive
appreciation for a job well-done, companies are enhancing awards and recognition programs
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to keep them motivated. They are being praised and immediate feedback is given. Cekada
(2012) stated that more value is put on the speed of the response rather than on its accuracy.
They are even motivated by a thank you through electronic mediums, such as text or instant
messages (Cekada, 2012). They are even open to positive criticism in a constructive way.

Organizations also provide various other benefits for their employees such as options for
telecommuting (Cahill & Sedrak, 2012), a family-friendly environment where members of
the family are invited to the workplace on special occasions, medical insurance, paid
holidays, ample paid vacation, meal coupons, nap rooms, free gym memberships, in-office
snack bars and even sleeping pods. All organizations offer such perks and benefits as they
realize that without these efforts, they won’t be able to retain employees.

The Millennials: Practices

The Millennials expect more from their job, they believe in self-improvement, by constantly
asking for more work and completing the job well (Meier & Crocker, 2010) unlike the other
generations. The companies that are in the Top Best Workplaces for Millennials of 2020 (US-
based companies), truly reflect why the new generation loves working in these
companies.® The top 20 companies in the list share common HR initiatives like work-time
flexibility(Hilton, Cisco); opportunities for self-improvement (Hilton, Kimley-Horn, Cisco );
fairness (Hilton); care to the employees (Hilton, Salesforce, Cisco, Veterans United Home
Loans); cares about the environment, human rights, women rights, LGBTQ (Salesforce,
Cisco, UKG); job rotation (Workday); updated technology( Kimley-Horn); feeling valued
and appreciated (Edward Jones, Veterans United Home Loans ); Independent decision
making (Power Home Remodelling); Openness, sharing of ideas (Red Hat, HubSpot, Zillow),
opinions of people at a lower level is encouraged and heard (HubSpot); strong feedback
(HubSpot); work-life balance (Slalom, LLC. Navy Federal Credit Union); innovation
(Orrick). UKG, formerly known as Ultimate Software has a unique working environment that
suits the millennials, they are provided with health coverage, personal time off, paid
maternity and paternity leave, and other perks such as onsite fitness classes, free monthly
breakfast, the birthday celebration of employees, team outings, massage, acupuncture
programs, game rooms, free ice cream truck once in a month. 2

These clearly show how the characteristics determine the working style and help in retaining
employees and make them feel connected and worthy of the job. Certain other exemplary
practices followed by organizations are also discussed that can serve as examples for other
organizations. Kimley-Horn, one of the top 10 companies for millennials, in 2020, has a
practice of welcoming new employees with a welcome email, calls from their team, and a
letter from the president, thanking them for joining the firm even before they join the office.
That shows how concerned are they for the new entrants. In KPMG, stories that have made a
positive difference in the world are submitted by the employees and are shared using
electronic, print, video, and social media. Similarly, Burlington Stores, Inc. highlights
employees for a job well done by mentioning them on their social media pages with the
hashtag #MentionMonday.® Such activities keep the employee motivated to perform better
every coming day. Netflix also has an unusual workplace culture where employees can take
holidays as and when they want as long it doesn’t affect the business. The employees are also
given parental leave for any period they want.* This shows the confidence level of the
employer in its employees.

Coming to a few Indian organization, Sai & Swathi (2012) talks about the HR practices at
Tata Chemicals, where the first and fourth Fridays of the month are declared as Home station
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days and special care is been taken so that employees can have some family time. Another
exceptional practice is “Home Shanti Home” where lights are switched off once office time is
over so that employees can maintain a perfect work-life balance. “Mood Monitor” is another
cute way of knowing the mood of the employees, with the help of a device that indicates his
or her mood by simply moving a hand. Since generation Y loves sharing, Cheer Ring is a
brass bell that is hung at all TCL offices across India, and anyone can make any
announcement by ringing the bell and sharing their happy moments with their colleagues.

FINDINGS

This study on the millennial generation helped in identifying the traits that impact the
working style and how organizations have embraced the changes in innovative HR
practices. The three parts of the study made it quite evident that the millennials did influence
the culture of an organization. Millennials expect more from their job, they should feel
wanted and appreciated and that they are contributing towards a purpose by putting their
viewpoints forward for the betterment of the organization. This is beneficial because they add
creative and innovative value to a company. They love challenges and taking up work where
there are ample opportunities for development and learning new things. They love positive
criticism and prefer to get coached rather than being asked what is to be done. They want the
workplace to be filled up with fun and celebration and they also want to maintain a good
work-life balance. Millennials have different ways of dealing with stress, be it engaging in
activities outside the office for fun that keeps them refreshed. Hershatter & Epstein (2010)
pointed out that Millennials care about authenticity and institutional values, but Kendall in
Kilber (2014) stated that managing Generation Y is difficult as they question the authority at
times, but according to Sheahan (2005), it is not about questioning the superiors but
questioning the effectiveness of the way the work is being done. The millennials are also
said to be less comfortable tolerating conflict than the previous generations and they don’t
take things at face value, but they would like to get into deep over any situation.

CONCLUSION

Members of different generations have different life experiences based on which they view
the organizations (Glass, 2007). Each generation has unique skills and traits and values
different leadership qualities, which can be used for cross-generational mentoring (Hewlett,
et al., 2009; Beekman, 2011), where generations can come together to learn from each other.
There should be a mutual exchange of ideas where ego should take a back seat. Generation X
should be able to appreciate the strengths and knowledge of the Y generation and learn to
understand new things, while Generation Y can learn from their experiences. With
Generation Z, coming into the workforce very soon, the challenges for the managers are
going to be increased and they should be gearing up for these new kids. It will be interesting
to see how the three generations, X, Y, and Z will be working together by adapting to the
changes. Managers can manage them through creativity, innovation, positivity, and a
supportive work environment. HR needs to prepare itself very strategically and proactively to
face this challenge. And everything is possible with love as stated by Barsade & O’Neill
(2014), love is what is required to build trust among employees and engagement. Since all the
generations have to work together, it is important that they are empathetic towards each other
and deal with straightforward and open-ended questioning, so that there emerges a bond and
they can work in harmony by contributing mutually for the benefit of each other.
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