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ABSTRACT

India took a definitive step towards market reforms in 1991 by dismantling the
License-Permit Quota (LPQ) Raj. This brought in significant spurt in Gross
Domestic Product (GDP) growth rates, exports, Foreign Exchange (FE) reserves
and reduced percentage peopl e Below Poverty Line (BPL) considerably. However,
the human development story, in terms of Infant Mortality Rate (IMR), Maternal
Mortality Rate (MMR), malnutrition of children, mean year of schooling have
been quite dismal. The picture on containing income inequality is also quite
disappointing in the urban segment as it shows an upward trajectory. The paper
makes a strong case for opting for balanced growth where right priority is
accorded to merit goods like quality primary education and health as public
remit. A balanced growth strategy between economic infrastructure and social
overheads would be the right cocktail for India’'s policy makers. The
recommendations include introducing General Anti-Avoidance Rule (GAAR) at
the earliest to pre-empt illegal parking of funds in tax havens, privatisation of
Public Sector Banks (PSB) to promote better financial intermediation. It also
supportsstrongly the casefor introducing a Universal Basic Income (UBI) scheme,
in lieu of plethora of subsidies to guarantee a minimum standard of living for
every Indian citizen. It draws comparison with China, whose growth and
development story have walked hand, in hand after liberalization in the 1980s.

INTRODUCTION

Our Constitution makerstriedto strikea
finebd ancebetweenindividud liberty with
Socio, Economic and Political Justicefor
al itscitizens, 67 yearsback. Article 325
providesuniversa adult franchise; thereby
ensuring politicd justiceto dl itscitizens.
Socid justice has, however, euded India
asitisinextricably linked withamoribund

the caste system, where your social
positionisdetermined by accident of birth.
It isonly through economic justice that
there can bevertical mobility inthesocia
ladder. Prof. M.N. Srinivasinhisseminal
concept “ Sanskritization” brought out how
Improvement in economic statuscanbea
potent factor infacilitating socia vertical
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mobility in India. However, thereal game
changer for socid justice can bethrough
promotion of economic justice through
state intervention. Accordingly the
Directive Principleof State Policy while
reiterating the commitment of socio
economicjustice providesfor provisions
likeearly childhood care, raising level of
nutrition, promoting economicinterestsof
SC/ST, maternity relief, oecia provisons
for women etc. The Right to Education
(2009) has been the most talismanic
moment to promote economic justice, as
accessto education could bethe“ swiftest
elevator tomodern Indian power” . Article
38(2) specificaly callsuponthestateto
minimizeacuteinequdity of income. Inthis
backdrop we examine the various
ideological dternativesthat thefledgling
democracy after independence had, to
promote economic justice, the path they
chose. It takes apanoramic view of the
impact of major economic reformswhich
wereintroducedin 1990 andin particular,
disconnect between India’s journey
through thetragjectory growth & human
development and our abject failureto bring
down inequality. It also compares
experience of China, which adapted the
economic liberalisation path, a decade
earlier than India's, with Indiain various
growth and development parameters.

Indiaafter Independence

After independence Indiahad the choice
of adopting theBritishmode of capitalism
canvassed by Adam Smith, communism

as practiced in Russia through state
planning or the liberal ideas of Keynes
which promoted awelfare state. It was
Adam Smithwho said that * Private pursuit
of self interest would lead, asif by an
invisblehand, tothewd | being of dl”. For
Smith the critical impetus for wealth
creationwould befreemarket and divison
of labour. For Karl Mark the primordial
concern was equity, as exploitation of
labour wastherampant in post industrial
revolutionwestern society. A socidist sate
would be a catalyst for bringing down
income inequality and “Das Kapital”
documented theinnards of exploitation,
prognosticating how “capitalism contains
theseedsof itsown destruction”. Insharp
contrast John Maynard Keynes, writingin
the backdrop of the great depression of
the 1930's, was a strong votary for the
state to generate employment through
massvepublicinvestment. TheNew Dedl
Policy of Franklin D. Roosevelt
encapsul ated theseidess.

Pandit Jawaharlal Nehru had a distinct
predilection for the Soviet economic
model of state planning and heavy industry
was cons dered asthetemplesof modern
India. Prof. PC. Mahalanobis provided
thearchitecturefor indudtridisationthrough
massive public sector intervention and
foreign borrowing. Sadly the public sector
undertaking, nationalisation of banksand
coa minesthat followed, ensuredthat India
the*animal spirits’ of the private sector
was hardly roused. And Indiaremained



Growth, Development and Equity: India’s tryst with economic reforms

| 3

struck at what is popularly called the
“Hindu rate of growth” of 3.5%. 1990
became a watershed moment, when a
combination of highinflation, low foreign
exchangereserves, and unacceptably high
level of fiscal deficit forced Indiato seek
the help of International Monetary Fund
whichimposed conditionalitiessuch as
devaluation the rupee by 22%, reducing
import tariff from 130%to 30%, containing
subsidy. In hisfamousbudget speech Dr.
Manmohan Singhin 1991 quoted Victor
Hugo “No one can stop an idea whose
time has come”, to underlining that
economicliberdisationinindiawasnot a
matter of choice but apreferred path for
India sfuture economic journey. Twenty
seven years thereafter it's time to take
stock of the multi-dimension impact of
these market reforms on growth,
development and inequdity inIndia

First Generation Refor ms(1991-2000)

The baby steps at reforms aimed at
promoting industrial activities, boosting
exports and encouraging foreign direct
Investment into our country. De-licensing
of industry and abolition of Monopolies
& Restrictive Trade Practices (MRTP)
limitwerethemangimulantsfor theprivate
sector industries. In case of public sector,
disnvestment becamethebigticket reform,
where the Public Sector Undertakings
(PSUs) were becoming a drag on the
economy. On the external sector,
significant custom duty reduction, and

havingamanaged float systembecameour
predominant policy mosaic. Foreign
Exchange Regulation Act (FERA) was
replaced with Foreign Exchange
Management Act (FEMA), withforeign
currency limit violation being subject to
finesrather thanbeing crimindly culpable.
Theforeign Direct Investment (FDI) norms
weredgnificantly liberalised toencourage
technology transfer and long termforeign
collaborationwith OEMs.

Second Generation Reforms (2001-
2014)

Theearlier reformswherestepsto aign
India with the conditionalities of
International Monetary Fund (IMF). The
next generation reforms were aimed at
taking advantage of globalisation which
was sweeping across the developing
countriesand had been one of themajor
reasonsfor thegrowth of emerging market
economies of East Asia tigers. The
reformsduring thisperiod wereessentidly
to dismantle the administered price
mechanism for scarce commoditieslike
cement, sugar, fertilizer, drugs and
petroleum. The public sector undertaking
were categorised as Maharatnas and
Miniratnastofacilitateinternationa tie-ups,
joint venturesand greenfield investment.
On the legal side the reforms in the
Company Act 1956 was essentially to
bring in Corporate Socia Responsibility
to the centre stage. The Information
Technology Act 2000 was another
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sgnificant additiontoensurethat thedigital
interface conformsto the agreed protocols
and deviancesauitably penalised. Post US
economic financial crisis a committee
chaired by Justice Srikrishna gave far
reaching recommendationsfor bringing up
an independent public debt management
authority inlieu of Reserve Bank of India
(RBI), merging Securities & Exchange
Board of India (SEBI) with FMC, and
provide the consumers with greater
protectionfor thefinancia products.

Oneof itssignificant recommendationswas
to supplant repo rate determination by the
RBI Governor with a broad based
monetary policy committeewhichhassince
been put in place. While public debt
management continuesto bedoneby RBI,
theFinancia Sector Legidative Reforms
Commission (FSLRC) is a welcome
initiativeto sengtizepolicy makerswiththe
crosscurrentsof fisca instability.

Reforms Post 2014

Themost sgnificant reform post 2014 has
been to replace a Centralised Planning
Commission devolving nearly 30% of
government expenditureto both centraly
sponsored and state sponsored schemes
by amechanism called Niti Aayog. Thisis
abottom top devel opment approach and
looks at planning from the grass-root
village level which can be aggregated
progressively at higher level. It's an
advisory body instead of allocating plan

fund and will provide directional and
Strategicinputsto the centreand the Sates.
Theother sgnificant reform hasbeenthe
Goodsand ServicesTax whichisamajor
indirect tax returnto promotethe concept
of OneIndia, One Market. This should
eventudly doaway withthepricedistortion
than exists between different states for
many commodities; and thereby boost our
economic activity and GDPby 1—1.5%.

Overall Impact of Reforms

Aswould be seen fromthefigure below,
thegrowthrate hasincreased fromavery
low 1% (1990) to about 7% now, and the
share of service sector hassignificantly
increased and that of agricultural sector
dumping. Thereformshavea so reduced
the percent be ow poverty linesignificantly;
and we have acomfortable FE reserves
to take care of 7 months’ import
requirementsasagainst 7 daysin 1990.

India’'sGrowth Story

India's growth story during the last 56
years, decadewise, clearly show how the
Hindu rate of growth, hasbeen supplanted
by 7 — 7.5% growth. Savings as
percentage to GDP has doubled and
export hasnearly increased by fivetimes.
The change in thrust from “import
subdtitution” toexport promotion, enabling
trade policy, creation of Specia Economic
Zones (SEZs) has contributed most
sgnificantly to our export growth.
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Table1l: GDP, Saving and Export: Trends

Y ear GDP Growth | Savings % Export as% GDP
1960-80 35 17 4.6
1980-90 5.6 194 6.1

1990-2001 6.0 24 13
2001-2010 7.8 33 20
2010-2015 7 31 25

Source: Economic Survey 2016-2017

India’sDevelopment Story

Thereal lament isthetrend progressin
mean years of schooling, highinfant and

meaterna mortaity ratesand very hightota
fertility for women (2.4); asagainst globa
averageof (1.5) for developed countries.

Table2: Trendsof Development in India

Sl. No. Parameter 1988-89 | 2014-15
1 Literacy Rate 51 67
2. Life Expectancy 51 66
3. Mean Y ears of Schooling 35 4.4
4. IMR (1000) 53 44
5. MMR (1 lakh) 260 200
6. Total Fertility Rate 25 24

Source: Economic Survey 2016-2017

India& China: A Comparison

Inthisbackdrop, it will be of interest to
compare the growth and development
story of India. More so since Chinathey
chosetheliberalisation bothin 1980 and
Indiain 1990.

It squiteclear that China'srobust growth

isdueto significantly high growthratein
agricultural sector and its booming
manufacturing hubs. They have performed
significantly better in every development
parameter, be it schooling, child
malnutrition, infant and materna mortality
comparedto India.
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Table3: Comparative Growth & Development Trends: India& China

Sl. No. Parameter China India
1 Real GDPin1950in $ 448 619
2. GNI at PPPin 2015 $ 12547 5497
3. Agricultural Growth 6.7 25
4, Manufacturing: Sharein GDP 30 16
5. HDI 0.727 0.608
6. Mean Y ears of Schooling 75 54
7. IMR (1000) 12.7 52.7
8. Child Malnutrition 94 47.9
9. MMR (1 lakh) 32 190
10. % Below Poverty Line ($1.25 per day) 6.3 23.6

Source: An Uncertain Glory: India & its Contradictions. Jean Dreze & Amartya Sen
I ncomelnequality

Sadly reducingincomeinequality hasnot  ideology asthe following graph would
been a strong agenda in most of the show. Interestingly Chinahashigher gini
developed countriesirrespectiveof their  coefficient than India.

Figurel: Gini Coefficient of Select Countries

Norway Germany USA Russia China India

Source: Human Development Report 2015
Trend of Inequality after Liberalizationin India

Thefollowing tableshowstrend of incomeinequdity inrura and urban sector inindia,
post economic liberalisation.
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Table4: Trendsof Incomelnequality in Rural & Urban Sector

Y ear Rural Urban Total
1993-94 25.8 31.9 30.1
2004-05 28.1 36.4 34.6
2009-10 28.8 384 36.2

Source: National Sample Survey Office Ministry of Satistics & Programme Office

What ismoreworryingistherisngtrend
of inequality, particularly in the urban
segment of India. Therurd sector hasbeen
stagnant; and therefore does not exhibit
such atrend. Increasing urbanisation and
opportunity in the service sector has
contributed to the spurt in income
inequality intheurbanareasinIndia

Millennium Development Goals

189 nationsmadeapledgein 2000tofree
peoplefrom extreme poverty and multiple
deprivations. Thispledgeisencapsulated
in eight MDG goals to be achieved by
2015.

Table5: Millennium Development Goals

India’s
Goals Achievement
1
ﬂé_? Goal 1: Eradicate Extreme Hunger and Poverty 23.6% (BPL)
2
__@L Goal 2: Achieve Universal Primary Education Achieved
3
-?: Goal 3: Promote Gender Equality and Empower Women Achieved
4
_CEZI' Goal 4: Reduce Child Mortality by 2/3" 1/3¢
5
_%? | |Goal 5: Improve Maternal Health by 3/4" 1/3

Source: UN Millennium Project Goals & Human Development Report 2015

It would seen from the abovethat while
Right to Education and Sarva Shiksha
Abhiyan (SSA) asaflagship programme
hasensured universal accessto education,

cutting across gender, our progress in
termsof child mortality and improvement
of maternal health isfar short of MDG
targets. Prof. Jean Dreze hasbrought out
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I
how poor allocation of Rs.2700 crorein
2017-18 budget for maternity benefitis
far short of the promiseto give Rs.6000/-
to every pregnant womeninthe informal
sector.

TheRural Distress

Closeto60%liveiniIndiasvillagesand
morethan 50% depend on agriculturefor
their livelihood. The percentage
contribution of agriculture to GDP has
declined from 45% (1947) to 16% now;
clearly reflecting disguised employment,
low productivity and farmer distress. The
followingtablewill highlight theconcerns.

ReformsAwaited

Themgor reformsawaited areinfinancia
intermediation like banking, where the
PSBsare saddled with 9% of grossnon-
performing assets(NPA). Thereisastrong
casefor privatising thenationalised banks,
asitwould ensurewhittlingdownof priority
sector lending and make banking more
profitable and resilient. General Anti-
Avoidance Rule(GARR) islong awaited,
asthiscould cut down onmapracticeslike
“round tripping” and parking of illegal
money intax havens. A Direct Tax Code,
keeping the IT Act 1961 would make
India'sdirect tax provisonsin syncwith
best global practices.

But thereal paradigm shift could beif we
can bring in Universal of Basic Income
Scheme to usher a just society, where
every individua isguaranteed aminimum
income. Thisideahasbeen mootedin our
recent Economic Survey, which has

assessed that the cost of UBI would bea
littleover 1% of Al existingsubsdieswhich
isaround 5% of the GDP. Thiswill cut
down all leakages and pre-empt non
targeted beneficiaries. It will ensurethat
every Indian has the right to live with
dignity, whichispart of “Right toLife” as
per the UN Human RightsDeclarationin
whichIndiaisasignatory.

For manufacturing toredly kick-gart, the
labour lawswould need to be streamlined
to provideflexibility in productionwhile
protecting interestsof thelabourers. While
the Rajasthan government has taken a
pioneering step in thisregard, the other
states are yet to replicate such best
practices. The National Manufacturing
Zone(NM2Z) vison by the Krishnamurthy
Committee needsto seethelight of the
day. To succeed Indianeedsto have better
Centre-State synergy beyond therhetoric
of cooperativefederalism.

TheRoad Ahead

Theforegoing clearly reveal disconnect
between India sgrowth record and human
development initiatives, post economic
liberalisation. Indiahas not achieved the
two crucia targets of reducing child
mortality by 2/3'Y and materna heath by
3/4", as mandated by the millennium
devel opment goals (2000-2015). Child
malnutrition continues to remind an
unacceptably highlevel of 48%. India’s
real challenge would be how to achieve
balanced growth of different sectors,
particularly abalance between economic
infrastructureand socid overheads. Quality
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primary education and reasonable health
care at affordable cost, as merit goods,
must bethe predominant remit of thetete.
The present tendency to abdicate this
responsibility to the private sector with
their oppressivecommercial orientation,
runs contrary to the concept of welfare
state. Universal Basic Income, as a
concept, must receive serious public
atention and debate, asit would guarantee
312 million, wholivebelow poverty line,
achancetolivealifeof dignity whichis
guaranteed as a fundamental right. As
Jeffrey Sachs rightly observes “Our
greatest illusonisthat aheslthy society can
be built on mindless pursuit of wealth”.
Growth and development cango handin
hand, as China has shown, post their
liberalisationinthe 1980s.
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ABSTRACT

Thispaper aimsto examineinfluences of shopping orientation and store attributes
on store patronage behaviour of selected shoppers who were conveniently drawn
from amongst selected shopping malls of the selected cities of the Gujarat State,
India.

Thisempirical descriptive research study is based on responses of 1500 Shoppers
who were conveniently drawn to collect primary data with the help of structured
questionnaire aimed at identification and eval uation of crucial dimensionsrelating
to shoppers patronage behaviour. An attempt is made to develop a Path Analysis
Model to study and showcase the linkages between shopping orientation, store
attributes and store patronage behaviour of selected shoppers who were
conveniently drawn from amongst sel ected shopping malls of the selected cities of
the Gujarat State, India.

This research study in light of its findings suggests that the retailers need to
effectively offer and maintain the store attributesto drive storetraffic and enhance
patronage intention.

K ey words: Retailing, Shopping Orientation, StoreAttributes, Patronage Behaviour,
Customer Satisfaction
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PROLOGUE:

Thegrowth of organizedretail industry in
Indiaislikely toentail largenumber of new
jobs; income generation resultant into
improved standard of living. Thegrowing
middle class is an important factor
contributing tothegrowth of retail in India.
According to estimate, 91 Million
householdswill become part of ‘Middle
Class' by theyear 2030, the 570 Million
peopleareexpectedtoliveincities, nearly
twicethe current population of the United
States. India sconsumptionlevel issetto
reach figureof US$ 1.5 Trillionfromthe
currentlevel of US$ 750 Billion by theyear
2020 (Deloitte Indian Retail Market
Report, 2013, Lynch, 2005). Indiahasthe
youngest population profileinthewhole
worldand thisglobal Indian householdsis
expectedtoreachlevel of 9.5Millionwith
their spending power of 14.1 Trillion
rupees by the year 2025 (Farrell and
Beinhocker, 2007). There exists a
relationship between shoppers' beliefs
about thephysical attractivenessof astore
and apatronageintention which suggests
that the store attributes play asignificant
roleininfluencing theshoppers choiceof
astore and patronage behaviour (ibid).

Thechief objectiveof thisresearch study
istoidentify thelinkagesbetween shopping
orientations and store attributes and its
influences on Patronage Behaviour of
Selected Shopperswith the help of path
analytical model inthe selected cities of
the State of Gujarat.

About Retail Sector in India:

Thelndianretail market wasestimated at
US$ 470 Billionintheyear 2011 which
accounted for approximately 35 per cent
of GrossDomestic Production (GDP), and
isexpected to reach US$ 675 Billion by
theyear 2016 at therate of Compounded
Annual Growth Rate[ CAGR] of 7.5 per
cent. (Technopak Retail Research Report-
2011). Theoverdl retail market of India
is estimated to reach figure of Rs. 47
Trillion (US$ 792.84 Billion) by theyear
2017 showingastrong potentid for foreign
retailersplanningto enter India. Interms
of the product category, 60 percent of the
retail market of Indiaisdominated by Food
& Grocery whereas the figures for the
Apparel segment is8 percent followed by
Mobile& Telecom Retail operating under
new modern formats. These are namely,
Departmental Stores, Hypermarkets;
Supermarkets, and Specialty Stores
acrossarangeof categoriesfuelled by the
liberdization of Foreign Direct Investment
[FDI] Policy whichisexpected to propel
foray of global retailers resultant into
further fudling of the growth of organized
retail in India (Ernst & Young Retail
Association of India Report, March
2014).

REVIEW OF LITERATURE:

An attempt has been madeto outlinein
brief key aspectsof earlier research sudies
concerning store attributesin retailing,
shopping orientations & store patronage
behaviour of retail shoppers given as
follows.
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SoreAttributesin Retailing:

Herpen and Pieters (2000) had identified
that the attribute-approach captures
customers’ perception of assortment
variety better than the product-based
approach. Popkowski et al. (2001) had
concluded theimportance of variousstore
attributes varies by store format and
customer base. Store attributesrefersto
theunderlying componentsof astoreimage
dimensionsviz., merchandise; physical
facilities; services; atmospherics etc.
(Assael, 1992; Wong and Yu, 2003).
Erdem et al. (1999) had examined the
linkages between consumer vauesand the
importance of somesdient storeéttributes
viewed asimportant by theretail shoppers
and concluded that brandingisanimportant
marketingtool inretailing.

Rajagopal and Srivastava (2008) have
supported theview that customers choice
of shopping malsover traditional market
storesisinfluenced by variousfactorsviz.,
ambience; assortment; sales promotion
schemes and in-store services

respectively.
SorePatronageBehaviour:

According to Engel, Blackwell and
Miniard (1995), environmenta dimensons
viz., ar quality; lighting; layout; carpeting;
and aidewidthand placement arephysica
store attributes that are used to project
store image and influence store choice
respectively. According to Bitner (1992),
thephysicd environment crestesanimage
andinfluencesindividud behaviour of retall

shopper in retail stores. The patronage
behaviour encompasses the decision
processrelated to where customers shop;
how they shop, and what they purchase
respectively. (Moschis, 1992; Stafford &
Stafford, 1986). Thedriving force behind
shopping decision processis patronage
motiveswhich arethereasonswhy retail
shoppers shop and make shopping from
certain retail stores (Michman, 1991).
Paulins and Geistfeld (2003) aswell as
Shim and Kotsiopulos (1992) had
supported the rel ationshi p between store
Imageattributes and patronage behaviour
of retail shoppers.

The behaviour of shoppers differs
according to the place where they are
shopping fromand asotheir involvement
level too differswith the act of shopping
(Berman and Evans, 2005). Thereisa
growing need to evaluatethetruedrivers
of shopping behaviour inthelndianretailing
context (Sinhaand Banerjee, 2004).

Shopping Orientation:

Darden and Dorsch had stated that
orientations are based on past shopping
experiencesandthepersond vauesystem.
To illustrate, with respect to values,
orientations may reflect consumers’
appreciationfor environmentally friendly
textilesand gppard products Additiondly,
shopper orientations may be used to
represent consumers’ persond, economic,
recreational and social motivations for
shopping (Darden and Dorsch, 1990).
Theseorientationsvary from consumer to
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consumer (Luomala 2003) and they
represent rather “ enduring characteristics
of individuals’ (Westbrook and Black
1985). Other studieshad emphasized the
individual character of central perception
dimens ons, whoseimportancewe ghtings
may bedifferent for different consumers
due to their shopping orientations
(Birtwigtleet d. 1999; Doyleand Fenwick
(1974-75). Jarratt (1996) had attempted
to cluster or classify shoppers. Such
shopper taxonomies are often based on
shopping orientations (Jarratt, 1996). He
had identified “have to” shoppers,
“moderate” shoppers, “experiential”
shoppers, “ product-focused” shoppers,
“service” shoppers, and “practical”
shoppers based on the importance the
shoppers put on certain store features
(Jarratt, 1996). A similar study was
conducted by Brown and Reid (1955)
using in-depth interviews of women
shoppers had found that shoppers could
be classified as dependent, compulsive,
and individualistic (Brown and Reid,
1955).

Concepts, constructs:

The researchers have defined the basic
terms used in this research paper as
follows.

Patronage Behaviour:

Patronage behaviour is defined as how
individualschoosean outlet for shopping,
store choice and patronage patternsare
based on consumer’ sperceptions, images,

and attitudes formed from experiences,
information, and need. (Haynes, Pipkin,
Black, and Cloud, 1994).

SoreAttributes;

Storedtributesrefersto specific attributes
grouped under each specific storeimage
dimensionsviz., amosphere; convenience;
facilities; institutional; merchandise
promotion; sales personnel, and service
respectively (Janse van Noordwyk,
2002).

Shopping Orientation:

Shopping orientation is defined as a
shopper’s style that places particular
emphasison ashopping-specificlifestyle
encompassing shopping activities, interests
and opinions, and reflecting a view of
shopping asacomplex socid, recreationa
and economic phenomenon (Visser and
Preez, 2001).

RESEARCH PROBLEM:

The researchers sought to study and
examine the relationship between
shopping orientations and store attributes
anditsinfluenceson Patronage Behaviour
of Selected Shopperswiththehelp of path
analyticmodel inthesdected citiesof the
State of Gujarat viz., Vadodara,
Ahmedabad, Surat and Rajkot

respectively.
RESEARCH METHODOLGY:

An empirical research study based on
descriptive research design was
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conducted to study influencesof shopping
orientation and selected storeattributeson
store patronage behaviour of selected
shoppersthat werefromamongst different
shopping mdlslocatedinthesdected cities
of the State of Gujarat. The primary data
were collected using structured
guestionnaire from 1500 shopperswho
were conveniently drawn using non-
probability sampling designfrom different
retall storeslocated fromthesdected cities
of theGujarat Stateviz; 280 shoppersfrom
Vadodara, 475 from Ahmedabad, 400
from, and 250 shoppersweredrawn from
theRg kot City respectively. Therdiability
test wasadministered and dataanaysishad
been carried out. The researchers have
a0 goplied Confirmatory Factor Analyss
[CFA] and the Path AnalysisM odel was
devel oped to study thelinkages between
shopping orientations, storeattributesand
the patronage behaviour of selected retail
shoppers. Thestudy offersuseful findings
andimplicationswhich shall beuseful in
formulating customized retail marketing
drategiesby retailers.

OBJECTIVE

Thekey objective of thisresearch study
was to identify the linkages between
shopping orientationsand store attributes
and itsinfluenceson Patronage Behaviour
of Sdlected Shopperswiththehep of path
analyticmodel inthesdlected citiesof the
Stateof Gujarat.

RELIABILITY

Theresult of reliability test showed the
Cronbach’s Alpha value ranging from

0.700t0 0.870 which showed theinternal
reliability of the scale, and reflected the
degree of cohesiveness amongst the
sdected items(Naresh K. Mahotra, 2007
and Jum C. Nunnally, 1981).

DATA ANALYSIS
INTERPRETATION:

Demographic Profile of Selected
Shoppers':

The data analysis of age groups of
shoppersrevealed that in agegroup of 16
to 40 yearsthe 53 percent shopperswere
from Baroda, 43 percent from Surat, 36
percent from Rajkot and 80 percent from
Ahmedabad city. Smilarly,intheagegroup
of 41 to 59 years 36 percent were from
BarodaCity, 42 percent werefrom Surat
City, 48 percent werefrom Ragjkot and 2
percent were from Ahmedabad City.
Further, maleshopperswerefound around
70 percent whereas nearly 30 percent of
themwerefemales. Overall, 33 percent
shoppers were found as unmarried and
remaining 67 percent weremarried. Sofar
asEducationd Qudificationsisconcerned
43 per cent in Baroda and Ahmedabad
Cities, 38 percent in case of Surat and 30
percentin Rgkot Citieswerefound having
Post-Graduation as their Educational
Qudlificationsrespectively. Congderingthe
annual family incomeinvariouscities, it
wasfound that 32 percent of shoppers in
Baroda City were having annual family
income of lessthan Rs4 |akhs, followed
by almost similar trend that is 36 percent
in Surat City followed by 47 percentin
Rajkot City, and 19 percent in
Ahmedabad City respectively.

AND
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Table01: Summary of Indicator s(Experience) and
Reliability Alpha Scorefor M easuring SoreAttributes

Sr. | Name of the Constructs | Vadodara Surat | Rajkot | Ahmeda- | Tota
No | Grouping City City | City bad City | Sample
Variable Number of Shoppers Size
(280) | (280) | (275) | (475) (1500)
Number of | CRONBACH'SALPHA SCORE Overall
Items (65) Reliability
Accessihility of
01 the Retail Store 05 0.663 0.787 | 0.818 | 0.649 0.737
Range of the
02 Products 04 0.773 0.861 | 0.890 | 0.686 0.794
Sr. | Name of the Construct | Vadodara | Surat | Rajkot | Ahmeda Sample
No | Grouping Variable City City | City bad City Size(1500)
Number of Shoppers
(280) | (280) | (275) | (475)
Items (65) | CRONBACH'SALPHA SCORE Overall
Reliability
Sales Promotion
03 | Schemesoffered | g5 0.679 0697 | 0736 |0.601 | 0.692
in the Retail Store
Behaviour of Staff
04 of the Retail Store 09 0.773 0.825 | 0.854 | 0.737 0.796
Store
05 | Layout/Ambience | 1o 0.712 0.714 | 0.754 | 0.639 0.700
of the Retail Store
Physical Facilities
06 | intheRetail Store | 17 0.795 0.894 | 0.922 | 0.727 0.870
o7 | Atmosphereinthe | o 0.717 0792 | 0814 |0636 | 0.742
Retail Store
Institutional
08 Factors 05 0.713 0.744 | 0.762 | 0.632 0.715

The Selected Retail Shoppers Overall
Satisfaction/Dissatisfaction from Sore
Attributes.

Table 02 represent the perceived
importance of the StoreAttributesand the
Retail stores’ ability in meeting these
expectations of the shoppers . It clearly
indicatesthat theratio of theAttribute of
‘Ingtitutional Factors' of theretail storeis

0.98 wasfound asthe highest. It means
that the Institutional factors such as
clientele, overall impression, store
reputation, store association wasfound as
having high perceived importanceto the
retail shoppers intheretail store, andthe
retailerswere ableto successfully meet
these expectationsof theshoppers which
isreflectedintermsof theshoppers overdl
satisfaction with thesefactors.
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The other important store attribute is
‘Accessibility’ wasfound ashaving the
ratio 0.94 followed by ‘ Store Layout/

Ambience’ having theratio of 0.91 and
‘Rangeof the Productsin the Retail Store
which had theratio of 0.90 respectively.

Table02: TableshowingtheRatio of perceived importanceand overall
satisfaction with the selected criteriaof storeattributes

Sr. Selected Store Attributes Mean | Selected Store Attributes Mean Ratio

No. Score Score

01 Perceived Importance of | 3.57 Overall Satisfaction with | 3.34 0.94
Accessibility of the Retail Store Accessibility of the Retail Store

02 Perceived Importance of Range of | 3.81 Overall Satisfaction with Range | 3.44 0.90
the Products in the Retail Store of the Productsin the Retail Store

03 Perceived Importance of Sales | 3.93 Overall Sdtisfaction with Sales | 3.30 0.84
Promotion Schemes offered in the Promotion Schemes offered in
Retail Store the Retail Store

04 Perceived I mportance of Behaviour | 3.70 Overall Satisfaction with | 3.19 0.86
of Staff of the Retail Store Behaviour of Staff of the Retail

Store

05 Perceived Importance of Store | 3.66 Overall Sdtisfaction with Store | 3.34 0.91
Layout/Ambience of the Retall Layout/Ambience of the Retall
Store Store

06 Perceived Importance of Physical | 3.70 Overall Satisfaction with | 3.23 0.87
Facilitiesin the Retail Store Physical Facilities in the Retall

Store

07 Perceived Importance of | 3.84 Overall Satisfaction with | 3.26 0.85
Atmosphere in the Retail Store Atmosphere in the Retail Store

08 Perceived Importance of | 3.52 Overall Satisfaction with | 3.44 0.98
Ingtitutional Factors Ingtitutional Factors

PROPOSED STRUCTURAL relevant literature was undertaken, and

MODEL OF THE RESEARCH
STUDY:

In order to evaluate how well aproposed
conceptual model consists of observed
indicatorsand the hypothesi zed congtructs
explains or fits the data the Structural
Equation Modd isdesigned and hasbeen
shown as given below as per the Figure
Number: O1.

In order to achievethe objectivesof the
study, an attempt was madeto carry out
comprehensive review of the existing

subsequently, a Theoretical Structural
Model was developed as shown in the
Figure Number 01 that incorporates
concepts from the subject domain of
consumer behaviour inretall stores. The
retall shopper ispresumed to beinfluenced
by the store attributesthat are used by the
retailers to influence retail shoppers
behaviour whileshopping. Theresearchers
have considered to include 08 selected
variables of the store attributes viz.,
access bility, salespromotiona schemes,
ambience of the retail store, store
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Figure No 01: Proposed Sructural Model of Shopping Orientations and
Store Attributes on Patronage Behaviour and Overall Satisfaction
of the Retail Shopper

|WA‘|‘ OF SHUF‘F‘ING!—

[PLANNING FOR SHOPPING
[EXPERIENCE FROM SHOPPING

PROMOTIONAL

AMBIENCE |— =
{ Stora Altribules
ATMOSPHERE] et

INSTITUTIONAL

[ SALES STAFF BEH

| PRODUCT RANGE

| PHYSICAL FACILITIES

amaosphere, inditutiond factorsof theretall
store, the sal es staff behaviour, therange
of productsin the store, and the physical
infrastructure facilities of the store
respectively. Theshopping orientations of
theretail shoppersthat can be described
ashisor her own pre-dispositionstowards
the act of shopping. Theretail shoppers
tendto havether individudistic styleand
preferencesfor shopping whilevigtingthe
retail store. Someretail shoppers tendto
have an economic orientation wherethey
try to maximize on the economic value of
shopping whereas others might seek
recreationwhilethey visittheretail store.

Continue to Shop Mo

Owerall Satisfaction

RECOMMENDATION

Thereare someretail shoppers who want
apersonalised shopping experienceby the
retalers Thiswill influencethar intentions
tovistaparticular retall gorewhichinturn
leads to store loyalty and repurchase
intention of theretail shoppers.

Theretail shopper will spread apositive
word of mouth as he or sheis satisfied
fromtheretail storederived from hisor
her overd| satisfactionfromtheretall sore.

This research study has attempted to
develop and empirically test atheoretical
model describesalogicd flow amongthe
constructs by indicating thedirections of
the causes and effects of theinterplay of



Path analytic study on relationship between shopping orientation....

| 190

the factors relating to the shopping
orientations and store attributes on
patronage behaviour and overall
satisfaction of theretail shopper.

Each arrow at theend of alinedepictsa
progressivelinkage between congtructs of
the research study. The direction of the
arrows in the model specifies the
relationship aswel| asthelinkagesbetween
the constructswhichisempirically tested
as per the degree of the relationship
between the constructsin thisstudy.

Another two important constructsthat is
‘I would continueto shop from the same
retail store’ and ‘| shall recommend the
storeto others' hasbeen regarded asthe
mediating endogenous construct that also
plays the role of dependent variable in
these relationships. This construct al'so
includesand intervenes between thetwo
exogenous constructs that is store
attributes and shopping orientationsthat
areconsdered to explain theintention of
theretail shopper to continueto shop more
fromtheretail storeand recommendation
of the same retail store to other retail
shoppersandtheovera | satisfaction of the
retail shoppers. Thearrowslead fromthe
exogenous constructs to the mediating
congtruct, whichisthought to be partialy

explained by the preceding (Exogenous)
congtructs.

KMO MEASURE OF SAMPLING
ADEQUACY:

Theresult of KM O measure of sampling
adequacy was closer to 0.60 which
indicated that the present data were
suitable for application of the factor
analysis. Similarly, Bartlett’s Test of
Spehericity (0.00) wasfound assignificant
(p<.05) reflectiveof thefact thet sufficient
correlation existsbetween thecriteriafor
application of thefactor analys's.

SUMMARY OF CONFIRMATORY
FACTORANALY SIS[CFA]:

The researchers have attempted to
empirically test by applying the
Confirmatory Factor Analysisamongst on
the selected dimensions of shopping
orientationsthat is‘Way of Shopping’,
‘Planning for shopping’, and * Experience
of shopping’ respectively. The Figure
Number: 02 to 08 depicts the
Hypothesi zed M easurement Modelsfor
confirmatory factor as well as revised
model fit. Further, the Table Number: 03
to 05 offers information on the store
attributestakeninto consideration for the
Confirmatory Factor Analysis in this
research study.
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Figure: 02: Hypothesized M easurement M odel for Confirmatory Factor
Analysisof Way of Shopping
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Table3: Detailed List of Itemsfor Shopping Orientation Attributes of Way of Shopping

Sr. No. Item Code List of theltems
01 1WAY | like to go for shopping to pass |eisure time
02 2 WAY | go for shopping to reduce my stress
03 3WAY | feel tired after shopping
04 4 WAY The sales people add enjoyment to my shopping
05 5 WAY | do not like to spend too much time for shopping
06 6 WAY Shopping isfull of joy and fun for me
07 7WAY | dislike presence of crowd while shopping
08 8 WAY Shopping provides me social experiences
09 9WAY | like to go for shopping aone
10 10 WAY | like to buy from a particular retail store only

In the above measurement model for  retail storewere adapted. A five-point
confirmatory factor analysis of Likert scalewasused asthe response
shopping orientation in which the format with assigned values ranging
selected fourteen statementswereabout from 1 = Strongly Disagree to 5 =
way of shopping of theshoppers inthe  Strongly Agree.
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Figure03: Revised M odel Fit for Confirmatory Factor Analysisof Shopping
Orientation of Way of Shopping

The Confirmatory Factor Analysisonthe
measurement model was conducted and
the less influencing variables were
eliminated from the model. Therevised
model fit wasdeveloped asgiveninthe
FigureNumber: 03 that hasidentified the
key influencing variablesi.e. fivevariables
for way of shoppingviz; ‘I liketogofor

WaY OF
SHOPPING

shopping to passleisuretime (LWAY)’,
‘I go for shopping to reduce my stress (2
WAY)’, ‘ Thesales peopleadd enjoyment
to my shopping (4 WAY)’, * Shoppingis
full of joy and fun for me (6 WAY)’, and
* Shopping providesmesocia experiences
(BWAY)’ respectively.

Figure: 04: Hypothesized M easurement M odel for Confirmatory Factor
Analysisof Planning for Shopping
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Table: 04: Detailed List of Itemsfor Shopping Orientation Attributes of
Planning for Shopping

Sr.No. | Item Code | List of the Iltems
01 1PLAN | prefer to check price tag before buying a particular product
02 2PLAN | prefer to touch and inspect the products before buying
03 3 PLAN | | seek help from sales staff while buying a product
04 4PLAN | I liketo buy from new retail stores
05 5PLAN | I liketo compare different products before buying a product
06 6 PLAN | | liketo spend less time while shopping
07 7PLAN | | prepare ashopping list before actua shopping
08 8 PLAN | | often end up shopping more products than | actually need
09 9PLAN | Theretail stores offers me better services
10 10 PLAN | I make unplanned visitsto retail stores

Inthe above measurement model (Figure
Number: 04) for confirmatory factor
analysisof shopping orientationinwhich
the selected ten statements were about
‘Planning for Shopping by the shoppers

intheretail storewere adapted. A five-
point Likert scale was used as the
response format with assigned values
ranging from 1= Strongly Disagreeto 5=
Strongly Agree.

Figure05: Revised Mode Fit for Confirmatory Factor Analysisof Shopping
Orientation of Planningfor Shopping

PLAMNING FOR

6 PLAN |-

The Confirmatory Factor Analysison
the measurement model was conducted
and thelessinfluencing variableswere
eliminated from themodel. Therevised
model fit was developed asgiveninthe
Figure Number: 05 that hasidentified
the key influencing variables that is

SHOPPING

three variables for planning for
shopping viz; ‘1 seek help from sales
staff while buying aproduct (3PLAN’,
‘I like to spend less time while
shopping (6 PLAN)’, and ‘| preparea
shopping list before actual shopping (7
PLAN)’ respectively.
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Figure: 06: Hypothesized M easur ement M odel for Confirmatory Factor
Analysisof Shopping Orientation of Sharing Experiences

el 4 EXP

SHARIMNG
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Table: 05: Detailed List of theltemsfor the Shopping Orientation of
Experience of Shopping

Sr. | Item | List of theltems

No. | Code

01 | 1EXP | I discusswith family members about products to be purchased by me
02 | 2EXP | I discusswith others about productsin the retail stores

03 | 3EXP | I share bad shopping experiences with others

04 | 4EXP | | share information about various sales promotion schemes with others

Inthe above measurement mode (Figure
Number 06) for Confirmatory Factor
Anaysisof shopping orientationinwhich
the selected four statementswere about
‘Experience of Retail shoppersin the

retail store’ were adapted. A five-point
Likert scale was used as the response
format with assigned valuesranging from
1 = Strongly Disagree to 5 = Strongly
Agree.

Figure: 07: Revised M odél Fit for Confirmatory Factor Analysisof Shopping
Orientation of Sharing Experiencesof Shopping

Confirmatory Factor Analysis on the
measurement model was conducted and
the less influencing variables were
eliminated from the model. Therevised
model fit wasdeveloped asgiveninthe
FigureNumber: 07 that hasidentified the
key influencingvariablesi.e threevarigbles

SHARIMNG
EXPERIENCES

for shopping experience of shoppers viz;
‘I discusswith othersabout productsin
the retail stores (2 EXP)’, ‘I share bad
shopping experiences with others (3
EXP)’, and ‘| share information about
various sales promotion schemes with
others (4 EXP)’ respectively.
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SUMMARY OF CONFIRMATORY
FACTOR ANALYSIS [CFA] OF
STORE ATTRIBUTES USING
ANALYSIS OF MOMENTS
STRUCTURE [AMOS]:

The researchers have attempted to
empirically test the Confirmatory Factor
Analysis amongst selected 08 store
attributescongructsi.e. bility, sdes
promotion schemes, Soreambience, store
amosphere, physica facilitiesinthestore,

ingtitutional factors, rangeof productsand
behaviour of the sales staff in theretall
storerespectively.

The Figure Number 07 to 14 depictsthe
Hypothesi zed M easurement M odelsfor
Confirmatory Factor aswell asrevised
modeél fit. Further, the Table Number: 06
to 09 offers details about the store
attributestakeninto consideration for the
Confirmatory Factor Analysis of this
research study.

Figure: 08: Hypothesized M easurement M odel for Confirmatory Factor
Analysisof Accessibility, Sales Promotion Schemesand StoreAmbience
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Table06: Detailed List of theltemsfor the StoreAttributes of Accessibility,
Sales Promotion Schemesand SoreAmbience

Sr.No. | Item Code | List of TheltemsFor The Store Attributes
01 ACC1 | like aretail store for shopping which islocated near to my residence
02 ACC2 | like aretail store for shopping which islocated near to my office
03 ACC3 It is convenient for me to go for shopping at any time in the store
04 ACC4 | get required information about the retail store
05 ACC5 The opening hours of the retail store are convenient to me
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06 PROMO 1
making the payment

The products offered with lower prices makes me feel less burden of

07 PROMO 2

Theretail store gives me discount schemes

08 PROMO 3
are atractive

The colour(s) and symbols used in promotions (e.g. advertisements)

09 PROMO 4
discounted schemes

I like to buy products offered to me by retail store on promotiona,

10 PROMO 5

| like to buy products at specia events (e.g. Wednesday bazaar at big

that retail store

bazaar )

11 AMB 1 | feel at ease while shopping at theretail store

12 AMB 2 | Theinfrastructure of the retail storeis properly maintained

13 AMB 3 | Theretail store has an attractive look

14 AMB 4 | Theretail store has an attractive interior

15 AMB5 | Theplacement of aislesin the retail storeis appropriate which makes
easy for me to get what | want

16 AMB 6 | Thereisplenty of room to walk around in the retail store

17 AMB 7 | Thesufficient information on signboardsis displayed in the retail
store

18 AMB 8 | Thedécor of theretail storeis attractive

19 AMB 9 | like clearly visible store advertisements in the retail store

20 AMB 10 | Striking window displays of products increases my desireto buy in

21 AMB 11

The entry to theretail storeis comfortable

22 AMB 12

Theretail store has enough checkout points

Inthe above measurement mode (Figure
08) for Confirmatory Factor Analysis of
access hility, salespromotion schemesand
storeambienceinwhich the selected 05
satementswereabout ‘ access bility of the
retail store’, five statementsrelatedtothe
‘sales promotion schemes in the retail
store’, and the 12 statements related to
the ‘ambience of the retail store’ were
adapted. The statementsand hypothesized
measurement model containsthe selected
storeattributesof viz., accessibility, sales
promotion schemes and store ambience
areshownin Figure number one. A five-
point Likert scale was used as the
response format with assigned values

ranging from 1 =strongly disagreeto 5=
strongly agree. The model shows the
positive correl ation between accessibility,
sales promotion schemes and store
ambience,

The Confirmatory Factor Analysison the
measurement model (Figure 09) was
conducted and the less influencing
variableswerediminated fromthemodd.
Therevised model fit wasdevel oped as
givenintheFigure 08 had identified the
key influencing variablesthatisO3 variables
for accessibility viz; ‘1 likearetail store
for shopping which islocated near tomy
residence(ACC1)’, ‘I likearetail store



2% |

Parikalpana - KIIT Journal of Management

for shopping which islocated near to my
office(ACC2)’, and; Itisconvenient for

meto go for shopping at any timeinthe
retail store(ACC 3)’ respectively.

Figure09: Revised M odédl Fit for Confirmatory Factor Analysisof
Accessibility, Sales Promotion Schemesand StoreAmbience
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In case of the store attribute of sales
promotion schemesintheretail storethe
03 key influencing variables viz; ‘ The
colour(s) and symbolsusedin promotions
areattractive(PROMO 3)’, ‘| liketo buy
products offered to meby retail storeon
promotional discounted schemes
(PROMO4)’, and ‘I liketo buy products
at specia events (PROMO 5)' were
identified respectively.

Accessibility
Sales Promotion

Store Ambience

In case of the store attribute of ambience
intheretail storethe 04 key influencing
variables viz; ‘The retail store has an
attractive interior (AMB 4)’, ‘The
placement of aislesin theretail storeis
appropriate which makes easy for meto
getwhat | want (AMB 5)',  Thereisplenty
of roomtowalk aroundintheretail store
(AMB 6)’, and‘ Thesufficientinformation
onsgnboardsisdisilayedintheretail sore
(AMB 7)’ wereidentified respectively.
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Table 07: Detailed List of Itemsfor SoreAttribute of Physical Facilitiesin

Retail Store
Sr.No. | Item Code | List of TheltemsFor The Store Attributes

01 FAC1 A trolley and/or shopping basket for carrying productsis
availablein the retail store

02 FAC 2 Theretail store exchanges products returned by me

03 FAC3 Theretail store refunds price of products once sold

04 FAC4 | Theretail store accepts a credit card

05 FAC5 Theretail store accepts a debit card

06 FAC®6 Theretail store provides membership cards

07 FAC7 Theretail store provides discount on membership cards

08 FACS8 Theretail store provides after sales services

09 FACY9 Theretail store has an escalator facilities

10 FAC 10 | Theretail store has an elevator facilities

11 FAC 11 | Theretail store has clean washroom/toilets

12 FAC 12 | Theretail storehas aresting area

13 FAC 13 | Theretail store has aprovision for physically challenged
people

14 FAC 14 | Theretail store has spacious fitting and dressing rooms

15 FAC 15 | Theretail store has adequate security arrangements for the
safety of vehiclesin the parking area

16 FAC 16 | Theavailability of parking areain retail storeis sufficient

17 FAC 17 | There arerestaurants and other shopsin the vicinity of the retail
store

In the above measurement model shown
(Figure 10) for confirmatory factor
analysisof physical facilitiesintheretail
storeinwhichthe 17 statementsrel ated
tothephysical facilitiesof theretail store
were adapted. The statements and
hypothesized measurement model

containsthe selected store attributes of
physical facilitiesintheretail storeand
the same were measured on afive-point
Likert scale astheresponseformat with
assigned values ranging from 1 =
Strongly Disagree to 5 = Strongly
Agree.

Figure1l: Revised M odel Fit for Confirmatory Factor Analysisof Physical
Facilitiesin theRetail Sore

PHYSICAL FACILITIES
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The Confirmatory Factor Andysisonthe
measurement model was conducted and
the less influencing variables were
eliminated fromthe model. Therevised
model fit wasdeveloped asgiven (Figure
Number:11) that has identified the key
influencing variablesof physicd facilities
in the retail storeviz; ‘The retall store

accepts a credit card (FAC 4)', ‘The
retail storeacceptsadebit card (FACD5)’,
‘The retail store provides membership
cards(FACG6)’, ‘ Theretail storeprovides
discount on membership cards(FAC7)’,
‘Theretail storehasan elevator facilities
(FAC10)',and‘ Theretail storehasclean
washroom/toilets (FAC 11) respectively.

Figure12: Hypothesized M easurement M odel for Confirmatory Factor
Analysisof I nstitutional Factor sand Behaviour of the Sales Staff

.. STAFFG
STAFF7

Table 08: Table Showing Detailed List of theltemsfor the StoreAttributes
of Institutional Factorsand Sales Saff intheRetail Sore

Sr.No. [ Item Code [ List of TheltemsFor The Store Attributes
01 INST 1 | receive birthday wishes on mobile from the retail store
02 INST 2 | receive birthday wishes on email from the retail store
03 INST 3 | receive anniversary wishes on mobile from theretail store
04 INST 4 | receive anniversary wishes on email from the retail store
05 INST5 | Theretail stores are crowded

06 STAFF 1
products

The sales staff of the retail store has required information of the

07 STAFF 2

The sales staff of theretail store has required information of the
availability of the products

08 STAFF 3

The sdes staff of theretail store has the required information of
the price of the products

09 STAFF 4

The sdles staff of theretail store has the required information of
the display of the products

10 STAFES

The sdes staff of theretail store respondsto my queries

11 STAFF 6

The sales staff of the retail store responds to my problems

12 STAFF7

The sales staff of retail store are friendly with me

13 STAFF 8

The sales staff of retail store are polite and courteous

14 STAFF9

The sdles staff of retail store are well trained
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I n the above measurement model shown
(Figure : 12) for Confirmatory Factor
Analysis of institutional factors and
behaviour of the sales staff in theretail
storeinwhich the 05 statementsrel ated
to the Institutional factors and 09
satementsre ated to the Behaviour of the
sales staff in the retail store were
considered. The statements and
hypothes zed measurement modd contains

thesdected soreattributesof Ingtitutiond
factorsof theretall goreand the behaviour
of thesalesstaff intheretall storeandthe
sameweremeasured onafive-point Likert
scdeastheresponseformat withassigned
vauesranging from 1= Strongly Disagree
to5=Srongly Agree. Themode assumes
the positive correlation between
institutional factorsand the behaviour of
the sales staff in the retail store.

Figure13: Revised Modd Fit for Confirmatory Factor Analysisof
Institutional Factor sand Behaviour of the Sales Staff
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The Confirmatory Factor Analysisonthe
measurement model was conducted and
the less influencing variables were
eliminated fromthemoddl.

Therevised model fit wasdeveloped as
givenintheFigure: 13that hasidentified
only thekey influencing variablesi.e. four
variablesfor Ingtitutional Factorsviz; ‘|
receivehbirthday wisheson mobilefromthe
retail store (INST 1)’, | receivebirthday
wishesonemail fromtheretall sore(INST
2)’, 'l recelve anniversary wishes on
mobilefromtheretall gore(INST 3)’, and
‘The retail store keeps me updated by

LT

L]

& @

Liv]

sending regular information about various
offers and schemes (INST 4)
respectively.

In case of the store attribute of sales staff
behaviour intheretail storethe 04 key
influencing variablesthat wereidentified
wereviz., ‘The sales staff of theretail
store responds to my queries (STAFF
5)’, ‘The sales staff of the retail store
responds to my problems (STAFF 6)’,
‘Thesalesstaff of retail storearefriendly
withme (STAFF 7)’, ‘ The sales staff of
retail store are polite and courteous
(STAFF 8) respectively.
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Figure 14: Hypothesized M easurement M odel for Confirmatory Factor
Analysisof Range of Productsand StoreAtmospherein the Retail Sore
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Table09: Detailed List of Itemsfor StoreAttributesof Range of Products
and StoreAtmosphere

Sr.No. | Item Code | Detailed Name of The Items For The Store Attributes

of Range of Products and Store Atmosphere

01 RANGE 1 | Theretail store provides me awide variety of products

02 RANGE 2 | Theretail store provides me avariety in different
categories of products

03 RANGE 3 | The products are available in different sizes in the retail
store

04 RANGE 4 | | get products of good quality in the retail store

05 ATM 1 There are sufficient lightsin the retail store

06 ATM 2 | Theretail store has sufficient air conditioning

07 ATM 3 | The house keeping of retail storeis good

08 ATM 4 | | feel pleased and comfortable due to the presence of the
other shoppersin the retail store

09 ATM 5 | feel safe dueto the presence of other shoppersin the
retail store

10 ATM 6 | feel comfortable because of light music being played in
theretail store

11 ATM 7 | The environment of theretail store motivates me for
shopping

12 ATM 8 | get pleasant smellsinside the retail store
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In the above measurement model shown
(Figure : 14) for Confirmatory Factor
Analysisof rangeof productsintheretail
store and theretail store atmospherein
which the 04 statements related to the
range of products, and 08 statements
relatedtotheretall soreatmospherewere
considered. The statements and
hypothes zed measurement modd contains
the selected store attributes of range of

products of theretail store and theretail
store atmosphere and the same were
measured on afive-point Likert scaleas
theresponseformat with assigned values
ranging from 1= Strongly Disagreeto 5=
Strongly Agree.

This model assumes the positive
correlation between range of productsin
the retail store and the retail store

amosphere.

Figure15: Revised M odel Fit for Confirmatory Factor Analysisof Range of
Productsand SoreAtmospherein the Retail Sore

L ESE T

Confirmatory Factor Analysis on the
measurement model was conducted and
the less influencing variables were
eliminated fromthemodel. Therevised
model fit wasdeveloped asgiveninthe
Figure Number: 15 that has identified
only thekey influencing variables thatis
04 variablesfor range of productsviz;
‘the retail store provides me a wide
variety of products (RANGE 1), ‘The
retail store provides me a variety in
different categoriesof products(RANGE
2)’, ‘The products are available in
different szesintheretail sore(RANGE

3)’, and ‘I get products of good quality
intheretail store(RANGE 4).

In case of the store attribute of Store
Atmosphere in the retail store only the
threekey influencing variablesthat were
identified wereviz.,’| feel pleased and
comfortable due to the presence of the
other shoppersin theretail store (ATM
4), | fed safeduetothe presenceof other
shoppersintheretail store(ATM 5) and |
feel comfortablebecause of light music
being played intheretail store (ATM 6)

respectively.
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STRUCTURAL EQUATION MODELING [SEM] USING PATH ANALYSIS
CONSIDERING SHOPPING ORIENTATIONS AND STORE ATRRIBUTES:

Figure 16: Structural Equation Modelling [SEM] Using Path Analysis Showing
Relationship between Shopping Orientations and Store Attributes with Overall
Satisfaction through Mediating Variable
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Theabovegiven FigureNumber 16 depict
rel ationshi p between shopping orientations
and goreattributeswith overal satisfaction
through mediating variablesviz., ‘1 would
continue to shop more”, and “’1 shall
recommendation to others . Intheabove
mode the relationships between the
constructs were examined based on chi-
sguare associ ated with path coefficients
between the constructs. The Chi-square
value(2188.207) wason higher sdethan
acertaincritical valuei.e. p<.05which
indicated that there exists a significant
relationship between constructs.

The major determinants of shopping
orientationsincluded al the 03 variables
depictedinthemodd thatis‘ Thestyleor
way of shopping’, ‘ Hisplanned effort for
shopping’, and ‘His actual experience
from shopping’ respectively. Themajor

HOEOEOCE OF ©
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Inkantion 1o Racomimand

Owvarall Satisfaction

Contingea to shop mon

determinants of store attributesincluded
the 05 variables that is ‘Promotional
Schemes’, ‘Range of Products’,
‘ Atmosphere of the Store’, * Accessibility
of the Retail Store’, ‘ Sales Staff of the
Retail Store’, and Store Atmosphere of
the Retall Store out of 08 depictedinthe
moded that is* Accessbility, ‘ Promotional
Schemes’, ‘Ambience of the Store’,
‘Range of Products’, ‘Facilities in the
Store', Staff Behaviour intheRetall Store,
Atmosphere of the Store, and ‘The
Ingtitutiona factorsof theRetall Store. The
shopping orientation of shoppers that
reflected shoppers way of shopping and
the storeattributes used by theretailersin
order to attract shoppers are the magor
determinants of the shoppers’ overall
satidfactionthroughthemediating effectsof
“1 would continue to shop more” and
“Recommendationtoothers’ respectively.
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Theresult of SEM Anaysisindicated that
the path from the construct of shopping
orientations as well as the construct of
store attributes was significant and
positively related with overall satisfaction
of shoppersthrough mediating variables.

Thus, it can be inferred that shopping
orientationsand store attributes both play
avital rolein determining the shoppers

own decision to shop and his
recommendation to othersto shop from
the sameretail storethat isthe positive

word of mouth spread to others. The
influence of the selected retail store
atributesused by theretailersalso plays
animportant rolewhileshoppersareinsde
theretail storefor actual shopping. The
retailersmust focus on understanding the
shopping orientations of the shoppers so
astoeffectively create an atmosphereand
dignthedoreattributesthat matcheswith
theshoppers own styleand predisposition
of shopping.

Table 10: Fit Indices of M easurement M odel
[Model asGivenin Figure: 16]
Thebeow giventable providesthemode fit Indicesfor the Structural Equation Model
[SEM] Using Path Andysis Showing Relati onship between Shopping Orientationsand
StoreAttributeswith Overall Satisfaction through Mediating Varigble.

Name of the Index M odel fit Indices
CMIN (Chi-square or Minimum Discrepancy Chi-sgquare) 27.01
GFl (Goodness of Fit Index ) 0.829
NFI (Normed-Fit Index) 0.648
RFI (Relative Fit Index) 0.604
CFI (Comparative Fit Index ) 0.656
AGFI (Adjusted Goodness of Fit Index) 0.779
RMR (Root Mean Square Residud) 1.049
RMSEA (Root Mean Square Error of Approximation ) 0.132

MANAGERIAL IMPLICATIONS
OF THE RESEARCH STUDY:

Theresearchershaveattemptedto provide
implicationsbased on the selected criteria
of shopping orientationsthat is‘ Theway
of shopping’, ‘ The planned activitiesthat
shoppers undertakebeforetheir shopping
journey’, and ‘Their experiences of
shopping which playsanimportantrolein

shaping theoverall predispositionsof the
shoppers respectively.

Theshoppers do shoppingwiththesepre-
defined philosophiesthat they have before
they undertakethetask of shopping. For
some shoppers, the act of shopping is
merely apasstimeactivity intheir leisure
time, somefeel that shoppingisfunand
enjoyment, and they tend to seek
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recreation, and funwhilethey areinthe
retail store. It is also evident that some
shoppers are meticulous and they do
prepareashoppinglig, discusswithfamily
membersand othersand aso pay attention
toal the sdlespromotional schemesof the
retalers.

Theresultsof theresearch study pertaining
to the store attribute of accessibility had
reveal ed that shoppersfeel comfortable,
and find the store easily accessible
considering is location that is nearby
residence or office or acquiring the
information about theretail oresopening
hours.

Thedataandyssconsdering thedifferent
groupsof different shoppersfromdifferent
citieshad revealed that their criterionfor
determining bility assagoreattribute
isdifferent for each group of shopper as
well as the preference of kind of
information need and convenient opening
hoursof theretail store.

Theretallersmust ensurepecificareawise
segmentation strategiesto attract and lure
shoppers by communi cating them about
theaccessibility intermsof nearness, hours
of operation of store. Theretailers need
to focusonidentifying the accessibility
factor of their retail Soreindity by knowing
thestoretrafficin thedifferent locations
so asto track the movement in the area
where people can move comfortably and
easly. Theretallersshould ensurethat they
openmorebranchesinthemost convenient
|ocation consdering the different areas of
thegivencity.

Theretailers should also make sure that
their retail storesare Situated inthe areas
wheretheroad connectivity, transportation
facilitiesand other infragtructural facilities
areavallableso astofadilitatemore number
of shopperstovisit theretail store. It can
beinferred from thedataanalysisthat the
promotiona schemesplay amgor rolein
simulating theshoppers tobuy more. The
sales promotion schemesviz., bundling
offers, charging less price, offering
discount schemes, pecid discount period
during festive season and special
promotion schemes can influence the
shoppers buying motives. Thevariety of
sales promotion schemes will not only
increasethesalesvolumeof theretail sore
but also create a Unique Selling
Proposition in acompetitive organized
retail market.

The special discount events like the
“Wednesday bazaar at Big Bazaar” and
“Sabse SastaDin” will make shoppers
visit regularly with an anticipation of
discount on evenregular days.

Thesaespromotion schemeswill lead to
impulsebuying andtheretail shoppers will
end up buying moreproductswhichinturn
hel pstoincreasethesdesvolumeand dso
stock clearance of old as well as non-
moving, out of fashion trends products
which facilitates working capital
management by converting stocksinto
sales proceeds. The retailers must
emphag son proper digplay of merchandise
and Mannequins by proper window
dressing for promotion of the particular
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product. Theaimof theretailer should be
to createdifferentiation to grab maximum
eye-bdlsandin-gorepromotiona signage,
and floor merchandising in a creative
manner may lead higher levd of impact on
consumers impulsebuying behaviour. The
findings of thisresearch study provided
sufficient evidence that retailers can
effectively utilize promotiona campaigns
toincreasedesirability of products, and
to help customers become aware of the
productsaswell asto createfavourable
attitudes.

It can be analysed from the datathat the
shoppingfacilitiesintheretail storeviz.,
availability of adequate number of trolleys
for shopping, refund and exchange offers,
accepting al Debit cardsand credit cards,
discount schemes on membership or
privilege cards, after sales services,
escalator and elevator facilities, clean
washrooms, provision of resting areafor
the differently able people, spacious
dressing rooms, adequate parking space
and security arrangementsand availability
of restaurants and other shops in the
vicinity of theretail Sorecan serveasmgor
factor in making aselection of theretail
goreby theshoppers. Theretail soremust
have a proper policy for refund and
replacement of various goods purchased
by theretail shopper so astofacilitatethe
shopper while making the purchase
transaction. Theretall storeshould accept
all typesof credit cardsand debit cardsto
givethe shopper theeaseand convenience
of transactionswhile shopping. Theretail

storesneed to giveflexible payment terms
thereby creating auniqueimage.

The data analysis indicated that the
institutional factors have afocal areaof
Customer Relationship Management
[CRM] inacompetitive market. Theretall
store can occupy adistinct imageinthe
mindsof theretail shoppers by keepinga
close connect with the shoppers' by
sending birthday wishesthrough SMS, e-
mail etc. Theretailers can create top of
the mind awareness which results into
possihilitiesof getting morebus nessasthe
retail shopper isawayswell informed
regarding all activitiesof theretail store.
Theretail store can position their stores
aspopular destinationsfor shoppingaong
withfunand recreation. Thiswill generate
curiogity amongg infrequent visitorstovist
and shop in the retail outlet. This will
increasethefootfalsintheretail soreby
drawing more people to visit the retail
store. The sales personnel should be
trained in terms of understanding the
shoppers’ information need as well as
willing to share the information to the
shoppers . Thesdesstaff should havethe
up to date information regarding the
productsavailability, the product display,
product location, product assortmentsand
when the product isexpected to arrivein
caseof stock out Situation of the particular
products. Thesalesstaff should gpproach
theshoppers intheconvincing yet friendly
manner so as aid the shopper in his
shoppingjourney.

The retailers should focus on proper
training and induction of the sl esstaff so
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that they will deliver the best possible
servicesto the shoppers‘aswell ashbuild
long term customer relationswhich will
helpful in creating loyalty intentions
towardsthe store amongst the shoppers .
Theavailability of customised products
auiting theindividua requirementsof the
shoppers will createrepurchaseintentions
amongst shoppers for the store. The
availability of different assortmentsinterms
of size of the products will enable the
shoppers to buy the enough quantity
according to their family consumption

patterns.

Theretailersby providing widerange of
productswill not only hel p the shoppers
to chooses from the wide variety of
aternativesbut a so toremain competitive
in the organised retail market and
positioning themselves differently by
attracting large number of shoppers . The
overdl environment of theoutlet will creste
afeding of pleasureof shoppinginagiven
context which leadsto satisfaction from
theretail store and memorable shopping
experiences. Theappropriateillumination
will enabletheshopperstoidentify, verify
and choosevarious productsin different
locationsin the shopping spaceaong with
the illumination the housekeeping and
cleanliness of the store will help the
shoppers' to stay long and taketheir own
timeto chooseand purchasethe products.
Thepogitivity intheretail Soreatmosphere
will play acrucid roleasit upliftsthespirit
of the shoppers’ to shop from the retail
store. The background musicintheretail
store hel psto the shoppers' to reducethe

boredom and at the sametimemaking the
shopping task interesting. The soft music
that is played in the store will help
shoppers tofed activeand upbeat sothat
they can carry out the task of shopping
with zeal and enthusiasm.

CONCLUSION:

The contribution of retail sector can be
seento agresat extent inthe emergence of
shopping cultureof Gujarat. Retailingin
Indiaisreceiving global appreciationand
attention and this emerging market is
witnessngaggnificant changeinitsgrowth
and investment pattern. Urban Gujarati
shoppersprefer retall goresthat givethem
vauefor money and*“ self service’ options
intheretail store. Thisbeckonstheeraof
“ Serviced Retailing,” wherethe shopper
approaches the retailer and asks for
specificitems, whichtheretailer fetches
frombehind the counter. In order todevise
appropriate plansand strategiesand take
advantageof these opportunitiesof growth
toitsfullest extent theretallersneedtogive
thebest shopping experienceinsuch kind
of malls and organized stores. It is
imperative to understand the consumer
behaviour indifferent formatsof organized
retailingwill hepthedifferent Sakeholders
of thisindustry. Factually thousands of
firmsare spending millionsof rupeesto
sway consumersin every market place
through the medium of advertisements,
packaging, product features, sl espitches
and soreenvironment. Butitisevident that
every strategy formulated for attracting
customersmay havedifferentimplications.
Hencethisresearch hasmadeit possible
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to understand the consumer behaviour in
termsof shopping orientationsat greater
depth specifically with referenceto the
selected retail stores in the state of
Gujarat.

Interms of store attributesthe shoppers
inthe selected cities of Vadodara, Surat,
Ahmedabad and Rajkot gave more
Importance to the promotional schemes,
ambience of the store, range of products,
atmosphere of the store and the overall
imageof theretail store. Theseattributes
of the retail store should be given due
consideration by theretailersinthe State
of Gujarat by seamlessintegration of dl of
themin order to portray auniqueimage of
thestore.

Inthisresearch study, we havefound that
theorientation of the shoppersinthe State
of Gujarat is based largely on
entertainment value derived out of
shopping. The data analyses have
indicated that the retail shoppers sought
emotional value morethan thefunctional

value of shopping. Although, thereisa
belief that shopping being considered a
task and should be finished as soon as
possible, thisorientation isovershadowed
by theentertainment value derived by the
retail shoppers. Thetendency of theretall

shoppers to talk about their shopping
experiencehasimplicationsfor buildingthe
reputation of thestore. Itisimperativethat
every retail shopper visiting astore needs
to behandled carefully because whether
the shoppers buy or not, they would
discuss about their visit with others,

showed aninclinationto patronize stores,
and attached importanceto referrals. A
positive opinionwould surely help build
soretrafficaswell asloyalty tothe store.
Theretail shoppersinthe Stateof Gujarat
haveavery limited choiceof retail formats,
an important variable in shaping
orientation.

Dueto the lack of avaried experience,
theretail shoppersdo not seemto expect
distinctive characteristicsfrom different
stores which usually shoppers in
developed western countries usually
expect. From the research study it was
asoclearly identified that theretail stores
were chosen based on the productsthat
they handle and hence the products
became the primary consideration and
subdued the importance of other store
variables. Retallersinthe State of Gujarat
need to take up thetask of demonstrating
thevaueadded by astore. Theformat of
the store could bethe primedriver.
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ABSTRACT

Activity-based costing as a technique has proved an innovative practice in the
area of management accounting. ABC has facilitated companies to classify the
true costs of not only product and services but also processes. This empowered
management to make sound decisionsrelated to profitability and the effectiveness
of their production process. Many scholar s have proved the advantage of activity-
based costing over traditional costing system; this paper explores the benefits of
ABC to the Small & Medium Enterprises (SMIES) population. Also, the challenges
faced by SMIEs. The paper demonstrates the framework for ABC implementation
with the support of real-time case of an Indian SME.

Key word: Costing model, SSI, Strategy

INTRODUCTION

The devel opment that was orchestrated
withtechnologica advancement, witnessed
experimentation andinnovationgaorein
the mid-1980swhich further lead to the
development of innovative practicesinthe
management world. These practices
embrace innovative costing techniques
initiated through Activity Based Costing.
Literary evidences rdated withinnovation
in accounting practices, highlights,
technological advancement in
manufacturing practiceshavebeen around
those primary persuasive elements
answerablefor criticizing the performance
of traditional management accounting

techniques (Askaramy & Smith 2004,
2003; Benet et al 1994,Bork & Morgan
1993, Chenhall 2003, Gosselin 1997,
Hartnett & Lowry 1994, Lefebrre &
Lefebvre 1993, Spicer 1992).

Amid most recent two decades, traditional
cost and management accounting
techniques have been under academic
radar foritsalegedinability togiveitemized
and convenient data and to content the
users of such data (Askaramy 2005 &
2003, Baines & Langfield Smith 2003).
This paper demonstrates the benefits
bestowed to an Indian SME and itsimpact
ontheprofitability of thecompany.
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LITERATUREREVIEW

Harvard Business Review and numerous
different literature and journals have
published about ABC, execution of ABC
anditseffect on manufacturing processvis
avisorganization performance. literature
dating around the 1980s, impulsesABC
asadevicefor exactness of product cost
utilizing cost poolsand cost drivers. This
helped management to recognize
ganfulnessof products. They watchedthe
many-sded quality off executingtheABC
framework. Mid 1990sformsexhibit basc
viewpoint of ABC, where on one hand;
practitioners saw with the execution of
ABC management could oversee cost and
exercises prompting the devel opment of
Activity-Based Management. Thenagain,
commentators were contending the
irregularity of ABC with the standards of
nonstop change, add up to quality
management, the absence of customer
center, conflicting with the theory of
constraints. In the nutshell, ABC was
confronting themovingimpacts.

Injustification of the proclamationsmade
against ABC, Kaplan averredthat ABC

framework gave profitablemonetary data
in regards to process change and
consumer loyalty. It wastoo soonto assess
theexecution. Or maybeABC framework
produces data to be incorporated with
other data, for example, customer
profitability, processquality, and revenue
and processduration.

Notwithstanding the basic editorial, low
attention, and disappointment in ABC
framework usage, ABC proceeded onits
expectation to absorb information. With
its persistent advancement, ABC
material ness expanded to zones outside
theextent of cost accounting. Academicians
and practitioners were applying ABC
framework in the regions of marketing,
logistics, and supply chain. It likewise
began to apply in spaces like banking,
healthcare, energy and different
enterprises. ABC pointsof interest prompt
the rise of ABM yet, in addition, led
scholasticsand managersto look at how
ABC could communicate with other
management advancements and change
initiatives, for example, TQM, EVA or
TOC.

Industry Title Authors Years

Manufacturing | A generalised cost-estimation model for job shop | Aderoba, A. 1997

Logistics Application of activity-based costing to aland Baykasol] Lu, A,; 2008
transportation company: a case study Kaplano(! lu, V.

Postal service | Applying activity-based costing model on cost Blagojevi¢, M.; Markovié¢, | 2010
accounting of provider of universal postal D.; Kujagi¢, M.;
services in devel oping countries Dobrodolac, M.

Hedlthcare Improving hospital cost accounting with Chan, Y. C. 1993
activity-based costing

Police Costing police services: the politicization of Collier, P. M. 2006
accounting
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Hotel Customer profitability analysis with time-driven | Dalci, I.; Tanis, V.; Kosan, | 2010
activity-based costing: a case study in a hotel L.

Hedlth care Health-care financial management in achanging | Devine, K.; O'clock, P.; 2000
environment Lyons, D.

Hedlth care: Development of an activity-based costing model | Dugel, P. U.; Tong, K. B. 2011

Physician to evaluate physician office practice profitability

Hedlth care: A new method of accurately identifying costs of | Edbrooke, D. L. Stevens, 1997

Intensive care | individual patientsin intensive care: theinitial V. G.; Hibbert, C. L.;
results

Library Activity-based costing in user services of an Ellis-Newman, J. 2003
academic library

Library The cost of library services: Activity-based EllisNewman, J.; 1998
cogting in an Australian academic library Robinson, P.

Healthcare: Providing professional mammography services. | Enzmann, D. R.; Anglada, | 2001

Mammography| financial analysis P. M.; Haviley, C.; Venta,

L. A.

Health care Building an activity-based costing hospital Gonzdlez, M. E.; Quesada, | 2005
model using quality function deployment and G.; Mack, R.; Urritia, I.
benchmarking

Service Management accounting systemsin Finnish Hussain, M. M_; 1998
service firms Gunasekaran, A.; Laitinen,

E. K.

Financial The application of activity-based costing in the Innes, J.; Mitchell, F. 1997

institution United Kingdom's largest financial institutions

Library Time-driven activity-based costing for inter- Pernot, E.; Roodhooft, F.; | 2007
library services: a case study in a university Van den Abbeele, A.

Health care Activity-based costs of blood transfusionsin Shander, A.; Hofmann, A.; | 2010
surgical patients at four hospitals Ozawa, S.; Theusinger, O.

M.; Gombotz, H; Spahn, D
R

Health care Costs and effectsin lumbar spinal fusion: a Soegaard, R.; Christensen, | 2007
follow-up study in 136 consecutive patients with | F. B.; Christiansen, T.;
chronic low back pain Binger, C.

Logistic Logistic costs case study: an ABC approach Themido, |.; Arantes, A,; 2000

Fernandes C;. Guedes A P.

Tourism Activity-based management and traditional Vazakidis, A.; Karagiannis, | 2011
costing in tourist enterprises (a hotel l.
implementation model)

Hedlth care Application of activity-based costing (ABC) for | Waters, H.; Abdallah, H.; 2001
a Peruvian NGO healthcare provider Santillan, D.

Education Adoption of Activity-based costing: A survey of | John Sorros; Alkiviadis 2017

the education sector of Greece

Karagiorgos, Nikos
Mpelesis

Source: Stefano and Filho (2013)
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BENEFITS
Accurate cost information for Qian & Bin-Arich 2008
product costing Charles & Hansa 2008
Ozbayrak et a 2004
Tayles &Drury 2001
Clarke et a 1999
Hussain et al 1998
Kingsman & De Souza 1997
Pirttila & Sandstrom 1996
Friedman & Lynne 1995; 1999
Improve performance measurement | Gunasekaran & Sarhadi 1998
system Kimetad 1997
Facilitating optimal joint product Tsai et a 2008
mix decisions Kee 2008
Improved cost control Clarke et a 1999
Hussain et al 1998
Friedman & Lynne 1995; 1999
Cost reduction Bescoset d 2001
Andrade et al 1999
Gunasekaran & Sarhadi 1998
Hussain et al 1998
Innes & Mitchell 1995
Accurate allocation of indirect costs | Hussain et a 1998
Improved insight into cost causation | Clarke et a 1999
Hussain et al 1998
Friedman & Lynne 1995; 1999
Identification of activity costs Hussain et a 1998
Improvement of operational Kee 2008
efficiency Tayles & Drury 2001
Improve customer profitability Bescos et a 2001
analysis Tayles & Drury 2001
Clarke et a 1999
Innes & Mitchell 1995
Accurate cost information for Kee 2008
pricing Bescoset d 2001
Tayles & Drury 2001
Kocakulah et d 2000
Clarke et a 1999
Innes & Mitchell 1995
Prepare relevant budgets Bescos et a 2001
Tayles & Drury 2001
Innes & Mitchell 1995
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Modernize cost accounting system | Satoghi et al 2006
for better depicts costs or to Tatsiopoulos & Panayiotou | 2000
improve their business processes Hussain et al 1998
Malmi 1999
Spedding & Sun 1999
Salafatinos 1996
Supply chain tactical production Coméelli et a 2008
planning Whicker et a 2006
Supporting decision making Thyssen et al 2006
Seneschal & Tahon 1998
Designing & development of Ben-Arieh & Qiar 2003
activities Tornberg et a 2002
Gunasekaran & Sarhadi 1998
Source: Authors compilation
DIFFICULTIES
Reservations from employeesor | Tayles& Drury 2001
managers regarding the Clarkeet a 1999
usefulness of the new system Gunasekaran et al 1999
Hussain et al 1998
Innes & Mitchell 1995
Difficultiesin identifying & Clarkeet a 1999
selecting activities or cost drivers | Hussain et a 1998
Problems in accumulating cost Tayles &Drury 2001
datafor new system or lack of Clarke et a 1999
resources Hussain et al 1998
Time-consuming Gunasekaran et al 1999
Excessive cost budget Tayles &Drury 2001
Hussain et a 1998
Inadequate computer software Clarke et a 1999
Source: Authors compilation
REJECTION
Satisfaction with the existing Bescoset a 2001
costing system Innes et a 2000
Innes & Mitchell 1995
Implementation associate high Bescoset a 2001
cost
Lack of assessment time Innes & Mitchell 1995
Perceive inadequate accurate cost | Bescos et d 2001
information
Lack of management support Innes et a 2000
Innes & Mitchell 1995
Friedman & Lynne 1995; 1999

Source: Authors compilation
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SMEs which aspires to be a business
visonary and ready for imaginativeflight,
accept fortitudes of these factors and
further more have apenchant asthemain
adopterstheof new systemsinthemarket.
Likewise Shieldsa and Young (1994)
contended that firms-whicharesmdl-szed
in operations- progressively achieve
aggressveedgethrough cregtiveaction by
adopting aninnovation.

In an exhaustive survey of 60 large and
medium-szed manufacturing companiesin
India, Joshi (2001) thesisthat adoption
rate of 20%for ABC, 13%for ABM and
7% for activity-based budgeting.
Adoption of these contemporary
management accounting techniques has
been highly contributed by factorslikethe
magnitudeof total assets. Owingto higher
perceived benefits, practitionersput much
weight on the traditional management
accounting techniques against
contemporary techniques.

Through acase study of two branches of
a large Indian private sector bank,
Narasimhan & Thampy (2002)
promulgated ABC systemfor establishing
service cost for customers with
multifaceted operations. Scholars have
profusely talked about the utility of ABC
informationin bus nessprocessoutsourcing
and identification of valueadded and non-
value added activitiesand benchmarking
branch network restructuring. Ahmad et
a (2017) investigated theimplementation
of ABC in SMEs in Maaysia with a
responserate of 108, 17% of respondents
have adopted ABC. Theindicatorslike

thedegreeof intricaciesinamanufacturing
environment and top management
unflinching support stand astestimony to
successful implementation. Reasonsfor
rejection include lack of resources,
expertiseand cost factor.

Bromwich and Bhimani (1989) concurred
that the product cost distortions could be
eedly rectified thoughABC while. Hubbell
(1996) laid stress on forging ABC
management systemsvisavisshareholder
value such as EVA. Advocating a
comprehensive relation between ABC
implementation and shareholder value,
Kennedy & Affleck Graves (2001)
strongly voted for ABC analyss.

Dini and Guerginal (1994) have
distinguished someimperative elements
impacting the success of small and
medium-szed firm's(SME's) sysem. The
essentid achievement factorsfor theusage
of activity-based costing (ABC) in SMEs
are deciphered with mettle in making
quaity productsand servicesand effective
vigil onthecapitd intengty and debt levels.
Another vital potentia liesinowningand
trandating the capacity to actualize a
successful approach. Accordingly, any
authoritative processthat decreasesthe
cash surgesfor an SME undertaking is
proneto haveapositive effect asfar asa
lessening of obligation, and thesgnificant
Investment fundstransformedinto benefits.
Besides, theviablecontrol of incomemay
decreaselong-term capital prerequisites
and lighten the normal SMESs issue of
under-capitdization.
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Asidentified by Gunasekaran et d (1999),
following criteriatojustify theapplication

of ABCin SMEsundertaking asper their
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The present period of worldwide
competitionisdrivingal SVIEstowardsa
reestablished sense of duty regarding
magnificence in manufacturing. The
conventional costing frameworksdo not
give sufficient non-financial dataabout
SMEs. The customary cost frameworks
give little data about what makes a
differenceto the customers(whichisthe
primary prerequisite of any world-class
organization). Factors, for example, quaity
and adminigtration areout of their domain.
They report just financial related data.
Non-financial related data, for example,
defect ratesand throughput ratesin every
movement are past the extent of the
conventional costing framework. As of
late, SMEshave decreased their reliance
on customary costing frameworks by
creating ABC frameworks. At first,

managers observed the ABC approach as
a more exact method for computing
product costs. In any case, ABC has
devel oped asahugely hel pful manual for
managerial actions that can make an
interpretation of higher benefits (Cooper
and Kaplan, 1991). Understanding the
significanceof ABCin SMEstoremain
aggressive, an endeavour hasbeen made
inthispaper to build up astructurefor the
usage of ABC in SMEs which is
demongtrated with thehel p of areal-time
caseinthefollowing section.

CASESTUDY

The researcher was approached by an
Indian SME located in the outskirts of
Delhi. The firm was engaged in the
production of lensesfor thetaillights of
automobiles. They got a contract of
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manufacturinglenses, L1and L2, froman
automobile company. The production
process of L1 was more complex as
compared to L2 because of its special
featuresincluding multicolour moulding.
Thefirmwasrunning at capacity and had
good competitionfor L1 lenses. Withthe
competition faced by the firm, the
customer informsthem competitive price
by another competitor for L1 lensesat Rs
450 ascompared to their price of Rs650.
Such competition was not faced by L2
lenses which were priced at Rs 1200
each.

For such competition, themanagement had
two optionsinfront of them, first, toforgo

DIRECT COST

/ﬁ 16,350,000 j\\

INDIRECT COST
19,299,611

DIRECT COST

/_ 8,500,000 \
\ INDIRECT COST /

5,500,366

It made management to take atough call
on L1 lenses as their design team has
already evaluated and analyzed L1
operationscomparing to their comptitor,
isacompetitive product inthe market.

Theresearcher observed, after reviewing

firm’s costing system, the compl exity of
firm’s costing environment in term of

DIRECT

%

&,850,000

theorder of L1 lensestotheir competitor.
Thus, not supplying L1 lenses to the
customer. Second, reduce the price of
lensesby either loweringthemarginor by
reducing cost. To study such situation, the
researcher tried to understand their costing
system particularly manufacturing
overhead. They found the company used
to allocate indirect costs using asingle
indirect cost rate based on labour hours,
38,550 hours. The company managers
budgeted 30,000 hours to manufacture
60,000 L1 lenses and 8,550 hours for
15,000 L2 lenses. Thus, bringing the cost
of L1at Rs594.16 and L2 at Rs960; this
madethefirmto earn aprofit margin of
8.6%for L1and 20%for L2.

allocation of overhead towards both the
product, L1, and L2. They identified
miscasting of product costs as
management was confident about the
direct material and labour asit waseasly
traceabl e but were concerned about the
accuracy of the system to measure
overhead used by each product. Toresolve
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thechdlengefaced by thefirm, researcher
introduced an Activity-based systemto
the management and convinced themto
implement ABC system for cost
alocation.

Theresearcher dong withthemanagement
madeateam for identifying theactivities
to break downitscurrent singleindirect
pool to improved poolsof cost related to
variousactivities.

Design products and 4,000,000 | 100 parts sguare feet
processes
Setting up machine 3,500,000 | 2,000 set up hours
Operate machine 6,580,000 | 12,750 machine hours

Indirect cost pool | Administration of processes | 800,000 | 39,550 admin hours
Batches of finished lenses 3,500,000 | 200 shipments
for shipment
Distribution 2,500,000 | 67,500 cubic feet

delivered
. Clean and maintenance of 3,920,000

Direct cost pool .

machines

It was observed that maintenance
activity was easily traceable to a
particular product, thus, considered as
direct cost pool and included in the
direct cost. Thismade the direct cost

asRs29,170,000. After computing rate
per unit of each cost allocation base,
total indirect cost based on activities
defined was calculated for each
product.

Single Cost Pool | Activity Cost Pool system Difference
system (ABC)
Direct cost items Direct Material + | Direct Materia + Direct
Direct labor labor + Maintenance
Direct cost 25,250,000 29,170,000 3,920,000
Indirect costitems | Single indirect Design + Setting up +
cost pool Operation + Administration
+ Shipment + Distribution
Indirect cost pool 24,800,000 20,880,000 (3,920,000)
Total cost: L1 | 35,649,611 24,465,920
L2 | 14,400,386 25,584,080
Cost perunit L1 | 594.16 407.76 (186.4)
L2 | 960 1705.6 745.6
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Withthehelp of ABC system, management
was able to trace more cost as a direct
cost, created uniform cost poolsrelated
to different activities and for each cost
pool, ABC systemidentified appropriate
cost allocation basethat hasacause-effect
relationship with costsin the cost pool.
Uniformity incost pool and alocation base,
linked to the cost hierarchy, gave
management a confidence in the cost
numbersfor theproductsandidentified L1
was overcost by Rs 186.40. Thus,
management can match itscompetitor’s
priceand makeaprofit by consdering the
order below competitor’sprice.

Also, management was ableto identify
how and whereto reduce costs. Thetarget
of cost reduction wasforeseen asper the
cost per unit of thecost alocation basein
distribution activity by decreasing
distribution cost per cubicfoot of product
delivered from Rs60to Rs58 by reducing
therental costs. Themotivewasto reduce
thecost by improving the processwithout
comprising customer service. Thus,
management attempted to take out only
those costs that are non-value added. It
was also observed when single cost pool
alocation based ondirect |abour hourswas
used, gaveawrong sgnd that thefirmwas
choosing those designsthat most reduce
direct labour hours, infact, therewas a
weak cause-effect relationship between
direct labour hoursandindirect costs. They
also used the systemin their budgeting
process to compare their actualswith a
budgeted number for adjusting under-
allocated or overallocated indirect costs
for each activity.

CHALLENGES

While implementing the ABC system,
researcher faced few chalengesincluding
implementation of ABC which bringsa
ggnificant changeinthesystem. It requires
management to decideon activitiesand its
level copioudly. Itisnot only the support
of top management to implement the
system but a'so managers cooperationis
required asthey havethe knowledge about
activitiesand cost drivers. It wasessential
to bring them into the system for their
expertise, proper credibility, coordination
andtherequired |eadership.

CONCLUSION

The casefindingssuggest that single cost
pool system is unable to mirror the
activitiesand assetsexpired at somestage
intheproduction processwiththeintention
to distort cost numbers. TheABC system
gives correct cost datawith acouple of
activity cost drivers and casual
rel ationshipsamong resource consumption
and costsall through manufacturing. The
cost recordsarethecrucia referencesthat
help SME firms set approach to price
properly. The studies framework,
implementation procedureof ABC system
and research findings of this paper can
provide beneficial reference and
contributiontothe SME firmswhich are
going through the competitive global
environment.
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ABSTRACT

A child’s thought process is sculptured by the factors that are found typically in
the environment; where he/she grows up. Hence the efforts of marketers are
directionally focused on creating an environment in order to facilitate the consumer
socialization of children. Recently nudge strategies have also attracted the
attention of researchersand policymaker s because of their potential ininfluencing
the behavior of individuals. By adopting and utilizing review of existing literature,
this perusal attempts to analyze the socialization process through facets of
behavioral economics, to* nudge” children towards a consumer-specific behavior.
The study also intends to facilitate marketers in framing the right strategy, while
deciding on the content of their promotions. It facilitates advertisers to have a
better understanding of a child’s cognitive abilities, the perception of
advertisements and their progression as consumers.

K eywor ds: Nudge, Perception, Consumer Socidlization, Advertising, Cognition, Attitude

INTRODUCTION

Child customersare heavily influenced by
thevariouscommercia messagesthat lure
and excite through the various media
promotions. Evidently, childrenareavita
target segment for advertisersaround the
world. They arethought to be capabl e of
influencing their parent’s purchase
decisions. Hence promoting to themis
viewed as an exceptionally effective
approach in order to create a pool of
prospective customers. In order to make

an aluring picture in the brains of the
children, advertisers wish to secure a
lifetimeshopping experienceinther minds
and heart. They arebeing focused on child
consumerswith enormousproportionsand
doses. There are numerous ways that
organizations promote to children and
contextudly televison hasturned outto be
avita impactinthechild'slife.

Research based on advertisements have
religbly attemptedtodigtinguishand ddliver
vital issuesrelating tokids' demeanors



Nudge applications in consumer socialization of children

| 55

towards television commercials. It is
crucid for marketersto recognizewhether
children understand the intent of
advertising. For marketers, themgjor area
of concerniswhether children areableto
differentiate between advertisementsand
programswhilewatchingtdevison. Three
categoriesof specificimpact of televison
commercials have been identified by
Rossiter (1979), namely: cognitive
effects, concentrating on child’spotentia
to comprehend promotions, attitudinal
effects, focusing on children’s feelings
towards television advertising and
behavioral effects, unitingontheleve to
which kids are induced to want and
request the brands being promoted.

Interest in the area of consumer
socidizaionof childrenisgrowing rgpidly
among public policy makers, marketers,
consumer educators, and researchers.
According to Schiffman and Kanuk
(2007), consumer socialization can be
defined as* the process by which children
acquirethe skills, knowledge, attitudes,
and experiences necessary tofunction as
consumers’. The socialization process
revolvesaround, thesocidization agent and
thetype of learning actually operating. A
number of studies have concentrated on
how youngsters form skills related to
consumption. Researchers have also
additionally reveded thet children primearily
respond to advertisementsemphatically.
For their choice of products, they try to
utilize the celebrity/ representativein the
endorsement, who appears to satisfy a
parenta part.

The concept of nudging was first
introduced by American authors Richard
H. Thaler and CassR. Sunstein (2008) in
their book “Nudge: improving decisions
about hedth, richness, and happiness’. In
a general sense, nudging refers to a
different aspect of choosing the
architecturewhich atersthe behavior of
individua sinaprognostic manner, without
excluding other options(Thaer, Sungtein,
2008). The nudge theory aims at
iImproving, changingand adminigratingthe
process of heuristic influences on the
human behavior, which is targeted at
changing people. Thesedays, expanding
consderationisbeing paid to nudging as
a sort of mediation to make little,
recognizableor unnoticesblechangesinthe
environment to mekethedternativesmore
ided. Asindicated by Thaler and Sunstein
“itisconceivableto nudge peopleinto a
specific behaviour by utilization of the
heuristics, emotions, habitsand biaseswe
have’. Nudging intercessionsintend to
encourage buyer’schoiceby atering the
environment in which such choicesare
meade. Inthat capacity, nudging alludesto
“any aspect of thechoicearchitecturethat
adjudsindividuas conductinapredictable
way without forbidding any options or
significantly changing their economic
incentives’ (Marteau, Ogilvie, Roland,
Suhrcke, & Kelly, 2011).

Theoretical Background

According to John (1999), therearethree
stages of consumer socialization in
children, classified by their ages. Firstis
the perceptual stagewhichisrelated to
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threeto seven yearsof age, whereinkids
can differentiate advertisementsfroma
program based on perceptual features,
holding positive attitudes towards
commercials and believe that they are
truthful, funny andinteresting. Thesecond
stage, known as the analytical stage,
related to seven to eleven years of age,
kids can differentiate commercialsfrom
programmesthrough apersuasiveintent,

Characteristics Ferceptual stage: 3-7 vrs.

holding negativeattitudesand understand
that advertisementsmay contain biasand
deception. Inthelast stage, thereflective
stage, including kid's between elevento
sixteen yearsof age, kidsunderstand the
persuasive intent, tactics, and appeals
involved in the advertisement. An
illustration of the samehasbeen givenin
thebelow figure(Figure 1).

Anahvtical stage: 7-11 yrs. Reflective stage: 11-16 yrs.
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Figurel—Sagesof Consumer Socialization. Source: John (1999)

Perceptual Sage: Thisstage (ages3-7)
is described by a general introduction
towardsthe prompt and readily noticegble
perceptual components of the market-
place. The consumer knowledge of
children is portrayed by perceptual
elements and refinements, regularly
centered on asingle element or feature,
and meant by real subtle elementsfrom
their own perceptions.

Analytical Sage: Huge changes happen,
both socially and psychologically, as
children progressinto thisstage (ages 7—
11). Thisphaseincludesthemost essential
advancements as far as consumer
information and aptitudesare concerned.
Cognitiontakes placeat amoredynamic
level, creating a ground for learning
organizationsthat incorporate statistics
regarding uniqueidess, e.g. advertiser's
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thought processesand al so thethought of
possihilities.

Reflective Sage: Thisphase (age 11-16
yrs.) isportrayed by further improvement
In various proportions of reasoning and
societd advancement. Gainingingghtsinto
the ideas related the marketplace like
branding and pricing turnsout to bemuch
more mind-boggling as kids cultivate
abilities related to the processing of
informeationand socidization.

Objectivesof thestudy

1. Toexamineand comparetheinfluence
of televison commercialsand siblings
on the child’s product-specific
consumption preferences

2. To correlate the nudge principles of
priming and framing with theconsumer
sociaization process

3. To help marketers modify their
strategiesin order to create maximum
impact inthe children’sconsumption
patternsthrough an understanding of
thelr cognitiveabilities.

Research Gap

Over thelast few years, research in the
areaof behaviora economicsand nudging
hasattempted to provideing ghtsinto how
peopl e actually make decisionsbased on
their judgment of the stimulus they are
exposed to. From the consumer
socialization perspective, children often
acquiresocia skillsby modeling parents,
peers, shlingsand massmedia(Bandura,
2002). Theseagentsof socializationaso

createan environment wherechildrenlearn
to behave as consumers (John, 1999).
According to Moschis and Churchill
(1978) taking acloser ook at therelative
influence of these agentsof socialization
will enable policymakers to evaluate
commercial stimuli. Although there has
been extensive research on the agents of
consumer socidization and their relative
iImpact, no previous studies have
attempted to apply nudgeprinciplestothe
processof socidization. Thisconceptual
article ams at addressing that gap by
building a hybrid framework
encompassing both traditiona and nudges
toolsfor the socialization to occur. This
paper argues that the two agents of
socidizationnamdy tdevisonand sblings
actualy am at shaping theconsumer skills
of achildthrough nudging.

Review of Literature
Children asPotential Consumers

Thestudy by McNedl (1998) featured that
children comprise three distinctive
consumer markets: “ primary, influenceand
future’. Significance of children as an
essentia target market for itemsliketoys,
snacks, garmentsand so forth, hasfor quite
sometime been recognized and tended to
by advertisers. Anyway the power and
size of this market has now gone up
significantly. According to Gram (2007),
advertisers of adult product-classesare
likewise escalating endeavorsto charm
childrenfor their part askey influencers
and future shoppers. Theexplorationsby
Howard and Madrigd (1990) & Gramand
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Therkelsen (2003) reveal that children
have astrongimpact infamily decision
making and they may initiate the buy,
gather dataabout avail able alternatives,
proposeretail outlets, and haveasay in
the final product choice. Bridges and
Briesch (2006), suggest that whiledevising
marketing Strategiesfocusing on children,
itiscritica to consder whether the product
category isoneinwhich childrenmay have
impact. As per Beatty and Talpade
(1994), the extent and nature of children’s
impact is dependent on, who uses the
product and the gpparent significance of
the product to the user.

Consumer Socialization

In the words of Ward & Wackman
(1972), consumer socialization can be
defined as*the process by which young
people acquire skills, knowledge and
atitudesrdevant tother functioninginthe
market place”. The most common
socidization agentsfor childrenarefamily,
shblings, televison,inwhich parentd style
and media communication patterns are
pivotal in children’spurchase behavior.
Accordingto McNed andYeh (2003), the
consumer socidlization processof children
beginswhenthey start accompanying their
parentsto various storesfor purchases.
Childreninitialy makepurchaserequests
for the productsthey prefer, but asthey
grow they start visting thestoresand make
purchases of their choice. A number of
studies have been carried out in order to
understand how children develop
consumption habitsand act asconsumers.
According to John (1999), children

develop their consumer behavior normshby
observing their parentsand siblings, who
often act as role models and potential
sourcesfor consumption related cues. A
study by Rummd et d. (2000), showsthat
children react positively to commercias
involving aspokesperson, whofulfillsthe
roleof aparent.

Agentsof Consumer socialization

In hisstudy John (1999), combined the
findingsfrom Piaget’s (1970) theory of
intellectual development and Selman’s
(1980) theory of socid development and
proposed aconsumer socialization model
wherechildren transforminto consumers
by passing through a series of
developmental processes. Intheir research
Ward et a. (1977) have put thelearning
theory into practice, in order to el aborate
on the concept of consumer socidization
and assumed that: understanding of
product-related informationisaprimary
element of children’s learning of the
marketplace. AccordingtoMcLeod and
O'Keefe(1972), agentsof socialization
arethose persuasive sourcesthat express
norms, atitudes, motivations, and behavior
tothelearner. Further research conducted
by Ward (1974), has provided with
substantial evidenceto provethat brands,
products, packaging, parents, peers, mass
media, and retail outletsare consideredto
be sources of information and have been
identified asagentsof socialization. The
sourcesof influenceuponthesocidization
of children are personal and situational
factors, namely: attitude towards the
product, brand and store experiences,
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adviceinthemarketplace and the buying
culture adopted from parents, peersand
mass-media (Mascarenhas and Higby,
1993).

Televison asan Agent of Socialization

In the words of Moschis (1987), as
compared with other agents, massmedia
hasrecelved themodt attention, asan agent
of consumer socialization. Specifically,
televisonamong dl formsof mediaplays
theroleof apervasveagent of socidization
for children. According to O’ Guinn and
Shrum (1997), thetwo primary dimensions
of media, namdy —advertisng and content,
arethekey influencersand havemaximum
impact on children. A study by Moschis
and Churchill (1978), revealsthat inthe
context of consumer socialization, higher
exposureand interaction with massmedia
leadsto increased learning of consumer
behavior among children. Theresearch
conducted by McNea and Ji (1999),
revealed that on an average, childrenare
exposed to around four hoursof televison
every day, whichisconsderedtobeavitd
source of information for learning about
new products.

Distinguishing Advertisementsfrom
Television Programs

Children’sahility todisinguishateevison
programfromacommercid isan areathat
has been subject to alot of disagreement.
Inthestudy of children aged betweentwo
to seven years by Rubin (1974) and a
perusal of children lessthan fiveyearsof
ageby Kunkel and Robert’'s(1991), it was
evident that children were incapabl e of

distinguishing between television
advertisementsand programmes. Onthe
other hand, astudy of childrenunder five
years of age by Gaines and Esserman
(1981), followed by Petrosand Petrella
(1982), advocated that children are very
much capabl e of distinguishing between
both. These contradicting views can be
substantiated by taking into account the
relevant age-group under scrutiny and the
method of research adopted, namely;
verbal, non-verbal or observational. In
their respective studies, Preston (2000),
Young (1990) and Dorr (1986) arguethat
fiveyearsisthe defining moment when
children cultivate the ability for the
advertisement/programmedifferentiation
bu the help of cues. As examined by
Goldberg (1990), in astudy of four and
five-year-olds, it wasevident that children
were able to point out how an
advertisement is different from a
programmebut could not explanwhy they
weredifferent.

ChildsUnder standing of Advertising
I ntent

Accordingto Martin (1997), advertising
intent can be defined with regard to the
child’scomprehens on of an advertisement
and additiondly their understanding of the
advertiser’s primary motive behind the
same. In this regard, children’s
understanding of theadvertisngintentis
considered to be either assistive/
informative or persuasive/selling. Inthe
words of Preston (2000), delivering
product relaedinformationtotheintended
target audience is facilitated by the
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informativerole, whereasthe persuasive
role denotes the motive of an
advertisement aiming at the devel opment
of a purchase intention. Blosser and
Roberts (1985) are of the view that,
advertising intent in a broader scope
includes — information, teaching,
entertainment, selling, and persuasion.
Further study by Lawlor and Prothero
(2000), suggeststhat the schema of the
advertiser can be represented by two
primary intentions, namely; persuasveand
informetiond.

Effectsof Advertisingon Children

Astheessential goal of promotingisto
impact the consumer perceptionsabout a
brand (Romaniuk and Nicholls, 2006)
which areultimately related to thefina
purchase (Nedungadi 1990; Kl ler, 2003;
Tipps, Berger, and Weinberg 2006), itis
normal that many studiesin advertising
haveattempted to think of more effective
approaches to persuade buyers
(Romaniuk and Nichoalls, 2006). Asof late,
discoursesof advertisingimpactsfromthe
point of view of purchasershave gotten
more consideration (Gould and Gupta,
2006). Research concentrating on the
concelvablenegative effect of advertisng
on particular groups of consumers, for
example, children, has expanded
(Livingstone and Helsper, 2006). Not
quite the same as the discourses about
how advertising can persuade target
groupsall themoreproficiently, thereal
reasonsfor the examinations managing
concelvablenegativeimpactsof advertisng

tak about gtricter directionson the content
of commercids(Hendersonet. d., 2004).

SiblingsasAgentsof Socialization

Sihlingsareconddered to haveaprofound
impact on the emotional, cognitive and
socia development of children (Dunn,
2002; Karos et al., 2007; Pike et a.,
2005), and for some people, thesibling
relationship is their most persevering
associaion. Rdationshipamong shblingsis
a crucial aspect of children’s social
universesandisimplantedinaprogresson
of pro-social and negative interactions
(Karoset d., 2007), with it portrayed as
afluctuating relationship (Edwardset d.,
2005; Punch, 2008) that regularly includes
both co-operation and strife (Punch,
2008). In accordance with fundamental
waysto dedl with family life, the nature of
parent-child relationship can also affect
sbling relations(Minuchin, 1988; Pikeet
a., 2005), with parental differential
treatment (PDT) of kidsofferingto ascend
tosibling contention (Suitor et al., 2008;
Tucker et d., 2005).

Nudging and itseffectiveness

Theeffectivenessof nudgingindteringthe
behavior and vauestructureof individuas
is considered to be of high practical
significance. Thecriticsof nudging seek
anexplanationtowhether desgning choice
architecturefacilitates sustainable changes
inthebehavior of individuas(Goodwin,
2012). They claim that considerable
behavioral effect prompting long-term
sustainable practicesrequiresconsumer’s
acknowledgment of the criticalness to
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change ways of life and consequent
behavioral modifications. Additiondly, in
their effort toincreaserevenues, marketers
can neutraize uninformed behavior which
asaresultant of nudges. Therefore, these
contradicting forces could prompt a
framework inwhich hugeinvestmentsin
theformof publicfinance canbeutilized
to nudge behaviors. These nudges can
benefit theindividua sand the society at
large, s multaneoudy being counteracted
by marketing strategies(Wilkinson, 2013).

Nudging asabehavioral mediation

Nudging is derived from concepts
developed in the field of behavioral
economics, which is the science of
behavior choiceor “choicearchitecture”
(Desai 2011; Hargreaves Heap 2013).
Nudgeshave beenasowidely appliedin
consumer and competition policies,
especially when it comes to providing
default optionsin Situationswith complex
information or simplifying complex
information for users. In the words of
Thaer and Sunstein (2008), there exists
an automatic mental system, which they
refer toas” mindlesschoosing”. Thenudge
tacticsareamed a influencing thisaspect
of “mindlesschoosing”. They areof the
view that consumers know about the
decisonsthey makeandtheresultsin spite
of thefact that the choicesmay not beto
their best advantage. Nudging can be
viewed asthe’libertarian paternalism’,
development, where“libertarian” aludes
to an opportunity of adecision. Wheress,
“paternalism”, suggests amethodol ogy
whereit isauthentictoimpact the settings

to build one specific decision (Bonell,
McK ee, FHetcher, Wilkinson, and Haines,
2011; Thaler and Sunstein, 2008).

Nudging and Consumer decision
making

The varied choices made by consumers
make aregrounded on direct gratification
and receiving an immediate favorable
outcomewhichiswiddy preferred (Aindie,
2001). Individuastend to favor delights
of ashorter duration and get over thelong-
term impact of a buying decision. In
contrast, they will agreeto takeaphase
of non-pleasantnessif theculminationis
worthy (Kahneman, 2012). Individual
practicesareprimarily decisonsthat are
taken in a subconscious way and they
represent non-reflectiverepetitive behavior
(Verplanken & Wood, 2006). Inthewords
of Wood & Neal, (2007) people acquire
habitsby those seriesof actionswhich have
been repeated earlier through gratifying
outcomes and the environment actsasa
trigger to producethat behavior. According
to (Aarts & Dijksterhuis, (2000), as a
functional tool habits are aimed at
obtaining specific goalsand they tendto
strengthen over timethrough repetitive
behavior.

Developing Conceptual Frameworks
utilizing Framingand Priming
Framingand Consumer Socialization

Nudging expands on the knowledge that
availability of informationtoindividual
mattersbut a sotheway itispresentedis
equdly crucid. Smplifyinginformationand
aproper understanding of its context of
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the presentation, often leadsachangein
an individual’s choice of products.
Accordingto John et a (2013), nudging
is all about providing information and
meaningful gesturesin order to enable
individualsto make positive choicesfor
themsdlves. Theframing of anissueisaso
additionaly imperative, it canbeexplaned
asthe phrasing of informationinamanner
that essentially facilitates and initiates
certain values and attitudes of people.
Framing basically includes choice and
prominence. It involves choosing some
aspectsof aperceived reality and making
them more noteworthy in the context of
communication. Asexplored by Entman
(1993), framing facilitatesthe promotion
and definition of specificissues, causal
understanding, moral assessment and

treatment suggestionsfor theobject being
portrayed. A conceptual framework
portraying the concept of framingisgiven
asbelow (Figure2).

Asdepicted in the above model (Figure
2) primarily comprises of four sections,
namely- antecedents, framing, mental
outcomes and behavioural outcomes.
Section one of themodel representsthose
elementsthat pre-exist theframing process.
Thesecond part of theframework includes
thetypical rolesplayed by siblingsinthe
passing on and framing theinformeation for
their younger brother/sister. They play the
roleof smplifying theinformationthrough
regular interactions, further facilitated by
sharing of products. The penultimate
segment portraysthechild’ sunderstanding

Figure 2: A Conceptual Model of Sibling Relationship, Framing and
Consumer Socialization of Children.
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of the information thereby leading to
learning. The child paysattentionto the
informetion recelved based on his/her leve
of cognitive development. Then the
sequenceof thestructuring of information
directionally leadsto brand perception.
Thefinal phase of thefigure denotesthe
behavioural outcomesof framinginthe
formof purchaserequestsby thechild.

Consumer Socialization through
Priming

Having dready discussed onthechildren’'s
attention and thought to the behavior of
their siblings, thisframework focuseson
the power of priming. Researchinsocial
sciences hasuncovered that individuals
can be primed into specific behavior by
offering straightforward and evidently

irrelevant cues (Thaler and Sunstein,
2008). William J. Cusick (2009), in his
book, elaborates on the concept of
priming. According to him, priming
describesaphenomenonwhereinaperson
Issubconscioudy reactingtoadimulusthat
isinherently pogtive/negaive. Priming here
might be seen asanideathat portrayshow
external forcesinfluence our emotions,
decision and action in arandom manner.
In the words of David Halpern (2015),
priming sometimesiswith theintent, such
as through the thousands of
advertisementswe are exposed to.

A conceptua modd on primingisdepicted
below (Figure 3). The framework
illustratesthefour core phasesof stimuli,
priming, processing of informationand the

Figure 3: Television Commercials, Priming, and Consumer Socialization.
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outcomes. Itisan elaboration of the S-O-
R (Stimuli Organism Response) mode! of
consumer behavior. Theinitid phaseof the
model representsthe various aspects of
the stimuli (television advertisements),
whichinclude elementslike advertising
content, theintent of the advertiser, the
appeal created through advertisements
and the degree of the child’sexposureto
themedium, often regulated by theparents.
A crucid eement of thisphasebeing, the
ability of thechildto differentiate between
televison programsand adverts.

Thesecond section of themodd highlights
the priming concept, whichincludesthe
following cel ebrity endorser/commercia
content elements: Direct/Indirect
instructions—wherethe child viewer is
told what to do and what not to. The
Modeling element approachesthe child
viewer by depicting good thingshappening
to children because of something they do.
Overvoice, a cultural way of adding
authority to the commercial message,
normally by usngamaevoice, ultimatey
gppedingtotheanxietiesof thechild. The
last two sections of themodd includethe
Information Processing phase and the
Outcomes of the same.

Limitations and Scope for Future
Resear ch

Thisconceptual articleisnot devoid of
limitations. Theperusa and the conceptua
model shavebeen developed using review
of exigting literatureonly, reseerchinfuture
can aim at validating the same through
empirical evidence. Thisstudy hastaken

into consideration only two agents of
socialization, namely — television and
siblings. Futureexplorationscan makean
exhaustive comparison of all the other
formsof socialization agentsin children.
Theconcept of nudging incorporatesmany
other drategies, thispaper hasutilized only
two of themi.e. priming and framing. The
other nudges can also bedelvedintoin
thefuture.

Implications

Thisstudy raisesinterestingimplicationsas
to how companieswould want to design
the child consumers experiencein order
to encourage purchase. If companies
could really understand the impact of
priming and framing on their child
customers, it would encourage
introspection regarding their overall
customer experience. Thispaper focuses
on the lessons that can be drawn from
behavioral economics and the nudge
gpproachinovercoming global marketing
chdlengeswhichshdl hepglobd practices
inmarketing.

Conclusion and Discussions

Thisstudy wasdesigned to have adeeper
understanding of the role of television
advertisements and the siblings’
psychology, leading to the shaping of
children psycheasconsumers. Designing
a schematic plan to nudge the child
customer and effectively impacting their
consumption preferences requires a
thorough understanding of their cognitive
abilities. The conceptual models
developed in the study shall facilitatea
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better understanding of nudging and
goplication of thesameinthefidd of globd
marketing practices. Theeffect of parental
differential treatment, coupled with the
nature of sibling realtionships, can act as
potential cuesfor marketersin creating
better nudgesintheform of their marketing
communications.

Theconceptua foundationsdevelopedin
thispaper can be of specific significance
inthecontext of current scholarly debates
ontherelevance of nudging. Apart from
that, this study revealed a lacking
acquaintancewiththeideaof nudgingand
perhapsinadequatesgnificant impressons
of these strategies on child consumers.
Considering the possible theoretical
implicationsand relevanceof thisarticlein
imbibing nudge aspects in the area of
consumer behavior, it should not be
considered asaground for deciding for
or against theimplementation of nudges.
Rather, this paper arguesthat the cognitive
and behaviora aspectsof thechild should
be consdered asabasisfor strategy design
andimplementation. At thesametime, the
ethical need of involving consumersinto
the judging of nudge elementsrequires
enhanced informationlevelsand consumer
involvement. For themeantime, no direct
rationalization can beidentified torgject
nudging, yet this conclusion cannot be
drawnacrossall purviewsof behavior.
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ABSTRCT

The consumers market now, turning into more complex and competitive in post
LPG era. Ascustomer isthefocal point for any marketer, studying their behaviour
becoming vital. Now-a-days consumer sare very much consciousabout their choices
and preferences and attracted towards those products which can give them
maximum value with social recognition So, it is obvious that the consumers
purchasing decision will be influenced by a lot of factors like buyers personal
factors, cultural factors, psychological differences, product related factors etc.
Today consumers have handful of alternatives to chose among. So it is becoming
difficult for marketersto understand consumers’ black box and formul ate strategy
according to that. This study focuses on investigating the awareness of consumers
on various brands and to examine their behaviour in market. Thisis an empirical
study aimto analyse the consumer behaviour in the state capital of Odisha. Primary
data collected from 100 samples through a structured questionnaire. Hypotheses
are formulated and tested applying various statistical tests. The result derived by
testing of hypothesisisvery useful which saysthat the buyersarebasically affected
by their demographic characteristics like age, gender, family structure, income,
occupation and other brand related benefits.

K ey Words: competitive, black box, strategy, choicesand preferences

INTRODUCTION

Indian market today categorized asever
increasing market for consumption of
goodsand servicesasessentia whichare
consdered asluxury until yesterday. The
demandisgrowing at high pacefor every
kind of product, whether itisFMCG or
fashionable. Itisnot only peoplewho are
changing but all factors related to
demographics and psychographics
contributing alot towards consumption
trend. Today, we can find co-existence of
a least threegenerationsinasinglefamily

and shiftsinlifestyle. For understanding
consumer behaviour, mind of dl consumers
to bestudied differently on thebasistheir
agegroup, incomegroup etc. for example:
amarketer should not treat two individuas
in same way where one bel ongsto post
independence eraand another born after
liberalization. The marketer needsto do
one thing i.e. he has to diagnose the
consumers mind to study how and why
consumershaving al experiencewiththe
productsandservices. He needsto study
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it from every aspect. Studying only few
aspectsmay not be helpful for building a
complete Strategy.

The buyer is remained as an enigma
although marketers focusing on
understanding buyer behaviour. The
marketers provide stimuli but heis not
certain about the buyer’sresponse. This
iswhy thebuyer’smindistermed asablack
box. Consumersdecisioninfluenced by
hundred of reasonsand today, consumers
aremostly influenced by technol ogical
advancements, mediai.e. newsmediaas
well associd mediaand consumer choices
a so affected by acute competition among
various productsand services. So, inthis
competitive& complex market situation,
itisvery difficult and sometimesimpossible
to predict their behavior.
Itisevenmoredifficult to understand buyer
behaviour towards branded productsin
consumer durable segment astherearea
handful of nationd and multinationa brands
areavailable. Mogt of theurban customers
are aware about brands where rural
market is in emerging trend. Today,
I nformation technol ogy helping consumers
extensvely incomparing Pricesof brands
andtheir features. InIndiaconsumersare
greatly influenced by the suggestionsand
reviews of their near and dear ones for
taking purchasing decision.. So, it is
important to examine consumers
perception towardsaparticular brand or
product. Moreover, the choice and
decision of consumers about a specific
brand over thetimeisdetermined onthe
basis of the benefits sought i.e. quality,

guarantee and price especially from
branded products. And it becomes the
important factor when it comes to the
durableand shopping goods.

LiteratureReview

A number of research studiesonthisarea
hasbeen reviewed which havebeen carried
out for examining various factors and
stimuli affecting the consumers. Some of
the important research studies are
presented here.

MissRupali Khanna (2015) hasmadea
study entitled “ Customer Perception
towardsBrands. A sudy on Patanjdi”. The
study was conducted with objectivesto
study the perception of customers about
the brand ‘Patanjali’, to find out the
percaived benefitinthemindsof customers
at thetime of buying the particular brand
and to analyse the satisfaction level of
customersand past purchasing experience.
The study conducted by examining 100
samples in the area of Punjab through
guestionnairemethod. Thestudy reveded
that out of total sample2/3" arein between
the age group of 20-40 and female users
are more interested to buy ‘Patanjali’
productsthan maeusers. Therearevarious
factorslikelncome, Price, advertisement
etc. areaffecting thebrand choice. Income
hasanegative but insignificant effect on
the purchase decision where as it is
positively correlated with the quality.
Quality of the product trusted not by
advertisng but after usngonly.

Syed Tabrez Hassan, Bilal H Hurrah and
Amit Lanja (2014) were made a study
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entitled“ A Study of Customer Perception
of Youth towards Branded Fashion
Apparelsin Jalandhar City” . Themain
objective was to study the youth of
Jalandhar city and find out their brand
preferencesfor gpparels. Another amwas
identifying the factors determining the
buying behaviour of that particular group.
A sampleof 200 respondentswas sl ected
by random sampling technique. Thesurvey
reveal sthat most of the people chooseto
wear branded gppard sjust for maintaining
satusand they mainly influenced by trend
of fashion, price offers, suggestions of
friends and family. For this gropu of
customerspriceisnot abig deal asthey
are determined to wear branded clothes
and bdieve costly products meansbrands
providing highquaity products. But, inthis
case people change their brand
preferencestimetotimeandnot loyd toa
particular brand.

Manish Kumar Rai & Dr.R.Gopd studied
‘The Consumer buying behavior on
branded ethnic appardl’ by collecting data
from 100 respondentsfromNavi Mumbai.
Themain objectivesof thestudy wereto
Identify thetarget consumershaving high
valuetowardsethnic wear and analyseto
what extent they are affected by their
demographic characterigticsand economic
condition. They found that the buying
behavior of consumershasno association
with gender, incomelevel and region to
whichthey belong. But theoccupation and
age affect the buying of ethnic apparel.
According tothefindingsof thestudy the
perception and preference of customers

for ethnic apparel do not vary onthebasi's
of income level but on the basis of
occupation. Professionalsand job holders
liking it more while students are less
interested.

Resear ch Objectives

Thestudy hasbeen conducted toidentify
thecustomersawareness, preferencesand
attitudes towards buying of shopping
goodsinthe capital city of Odisha. The
main objectivesare;

To examineconsumer awarenessabout
variousbrandsin shopping goods

Toidentify variousfactorsinfluencing
buyer behaviour

To study the buyer behaviour onthe
bas sof their demographic differences

Resear ch M ethodology

Data have been collected both from
primary and secondary sources. A
research survey wasconducted for primary
data in the capital city Bhubaneswar,
Odisha Thesurvey based onprimary data
which was obtained through astructured
guestionnaire. The questionnaire was
administeredto the consumerspurchasing
shopping goods of various brandsto the
sampling unit classified onthebasisof age,
gender, income, occupation, educational
qudificationand monthly income. Stratified
simplerandom sampling techniquesare
used inthestudy comprising 100 samples.
Variousdatistica toolsandttest analysis
are used to study the significance of
demographic factors of age, income,
occupation and status towards the
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perception of respondent on shopping
goods.

Hypothesis

For studying buyer behaviour some
hypotheses are formulated and tested.
Thosehypothesesare asbelow:

H,: Thereisno difference between the
gender of the respondentsand repurchase
of the brand which the respondents are

g

H,— Thereis no significant difference
between the family structure and
repurchase of the brand which the
respondentsareusing.

HO: There is no significant difference
between maeand femadeto prefer buying
of branded goods intermsof guaranteed
after salesservices

HO: There is no significant difference
between Nud ear and Joint family inbuying
the branded goods intermsof guaranteed
after sdlesservices

Concept of Buyer Behaviour

Thefield of consumer behavior isdefinitely
not a narrow concept. It coversalot of
ground to be studied. Consumer behavior
isthe processand activitiespeopleengage
in at the time of searching, selecting,
purchasing and using for thefulfillment of
their wantsand desires. Buyer behavior is
defined as“all psychological, social and
physical behavior of potential customers
as they become aware of, evaluate,
purchase, consumeand tell othersabout
products and services. According to

marketing theories a customer goes

through variousstagesor hasalifecycle

for aparticular product or firm.

» Firga stageisthat timeperiod whenthe
buyer has not yet bought a firms
product brand. At this stage customer
seek awareness and marketer try to
inducepurchase. Thesecustomersare
called prospects means potential
customer intarget market.

* Once the customer decides to
purchase, he entersinto second stage
andtry out the product. After using for
thefirst time, buyer evauatesthefirm,
product and wholetotal experiencehe
got. Here marketer needsto promote
toretainthe customer not affectingthe
brandimage.

* Some customers who are satisfied
enter into third stage and make arepest
purchase. But they cannot becalled as
loya customersbecausethey may shift
brand by getting superior servicefrom
compstitor firms,

» Thosecustomersdo not shift to other
brands become core customers and
they are very precious to the firms.
Generally there are about 2-3% of
these type customers exist in most
companies.

» Thereare some customerswho have
rejected the firm’'s offerings called
defectors. The cause of such defection
isto beanalysed and corrective steps
should betaken.

Deter minantsof Buyer Behaviour

Peoplechooseaproduct to buy after going
through aprocessof identifying needsand
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preferences, selecting out of various
aternativesand analyzing the utility in
comparison to price. Customers can be
varioustypeswho purchasedifferent types
of goodsfor them like: Shopping goods,
consumable goods, specialty goods or
industrial goods. A person’s buying
decision related to what should he buy,
how should he buy, when and fromwhere
should hebuy etc. backed by many factors
likehisperception, self concept, hissocid
and cultural environment, peer groups, his
age and personality, hisfamily and many
other. Further the sel ection and purchase
of any branded product by a customer
probably influenced by several factors
including his perception towards that
particular brand, dl total information and
experience hehaswiththebrand and his
atitudewnhich determinestherepest buying
behaviour. Some of the factors are
discussed below:

Cultura background of aperson can be
treated as the basic factor which
determines a buyer’s wants and
preferences. Generally different set of
vauesof different cultures, thair traditions,
beliefs influence the customers’
preferencesand behaviours. Some of the
behaviours have been learned by
individual sthroughout thelife. Further
People belong to different culture, sub-
culture and social class have different
characteristics which lead to distinct
product and brand preferences. Culture
Influences communication and language,
dress and appearance, food and eating
habits, work habits and practices of
customers.

In addition to cultural factors, a
consumer’s society has the broadest
influence on consumer’schoice. Those
societal factorsconstitute all the people
around himwho are called asreference
groupsincludehisfamily, friends, rdaives,
neighbors, colleaguesand hisclassinthe
society. Thesepeoplehaveadirect aswell
asindirect effect on consumersthinking
and decision and ultimately affect the
buying behaviour. Thisfactor can have
more influence because of regular
Interaction and meeting.

Thebuyer’sdecisionisalso determined
by his personal characteristics. These
includetheparticular buyer’sage, gender,
gsageinthelifecyclei.e. childhood, youth
stageand old age, hisoccupation, financia
background, lifestyle. Inthispoint of view,
wehave child market, youth market, adult
market etc. In spite of these factors
physologicd differencesbetween menand
women createdifferent demand of hedlth
and beauty products and their needs
backed by their distinct roles played by
them. Instead of gender differences, age
has the great influence of purchase
decision. Peoplechooseclothes, furniture
and recreation etc. according to their
stages in the life cycle. Moreover, the
personality difference affectsthe buying
decision between persons.

Therearefour mgor psychologicd factors
that affect the purchasing behaviour of
consumers i.e. motivation, perception,
attitudesand beliefs. Firg thingisthelevel
of motivation. Generdly different needsof
different consumers and the nature of
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requirement motivated towards shopping
aselected product with specific features.
However there are some perceptual
processes. Moreover the marketerscan
also change the beliefs and attitudes of
customerswith special campaigns.

Buyer not only behaves differently
according to product differences and
determinantsbut sometimesthe situation
differs. In the absence of some factors,
differentiation in two buying situation
occurs. Those are: (a) awareness about
competing brandsin aproduct group (b)
customer has a decision criteria (c)
customer isableto evaluate and decide
onhischoice.

Analysisand I nterpretation

Inthisstudy, an attempt hasbeen madeto
study theconsumer characteristicssuchas

demographicsand behavioura variables
inthepurchaseof shopping goodsby usng
the data collected from the respondents
through administrating thequestionnaire.
The demographical characterigticsof the
sample respondents and behavioural
variables in the purchase of shopping
goods have been analysed by using
popular Satigtical toolsand atigtical tests
like Chi square Test and t test for testing
of thehypothesis.

Analysisof Profileof therespondents:
Theprofileof therespondentsincludesall
the demographic detailslike gender, age,
income, occupation, family structure etc.
Inthisstudy Respondentsare studied on
the basis of gender, income and family
structure.

Frequency and per centage of respondentsw.r.t gender

TABLE-1
valid
Frequency | Percent | Percent Cumul ative Percent
Valid [Male |67 67.0 67.0 67.0
Female | 33 33.0 33.0 100.0
Total |100 100.0 100.0

Source: self compiled

Out of 100 respondents 67 % of mal e respondents, 33% of female respondentshave

participated inthisstudy.

Frequency and per centage of respondentsw.r.t family structure

TABLE -2
Cumulative
Frequency |Percent |Valid Percent | Percent
Valid |Nuclear |66 66.0 66.0 66.0
Joint 34 34.0 34.0 100.0
Total 100 100.0 100.0

Source: self compiled
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Theabovetable show the Typeof Family
distribution. It shows that 66% of

respondentswere Nuclear whereas 34%
of respondents were from Joint family.

Frequency and percentage of respondents w.r.t Income

TABLE-3
Frequency | Percent | Valid Percent | Cumulative Percent

vaid |Upto 10000 14 14.0 14.0 14.0

10000 to 50000 |59 59.0 59.0 73.0

50000 to 75000 |15 15.0 15.0 88.0

75000 to 100000 |6 6.0 6.0 94.0

above 100000 6 6.0 6.0 100.0

Tota 100 100.0 |100.0

Source; selfcompiled

Up to 10000

10000 to S0000

50000 to 75000

75000 to 100000

W above 100000

Fig 2 Graphical Presentation of respondents w.r.t Income

Thetableno.3showstheincomedistributions
of respondents, 14% respondentswereRs.
Upto-10,000, 59% respondents were
Rs.10,000-50,000 and 15% respondents

were Rs. 50,000-75,000 income group.
Themaximum participatedintheresearch
sudy fromtheincomegroupwerebetween
Rs. 10,000 to 50,000.

Freguency and percentage of respondents Aware about various brands

TABLE -4
Frequency | Percent | Vaid Percent | Cumulative Percent
Valid Yes |93 93.0 93.0 93.0
No 7 7.0 7.0 100.0
Totd |100 100.0 [100.0

Source: self compiled
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Thetable 4 showsthedistribution of the
respondents about their awvarenesson the
different brands of shopping goods. It
shows that 93% of respondents were
known about thedifferent brandsavailable
in the market whereas only 7% of
respondentswere unknown about it.

Purchase behaviour of the
respondents: Thisanalysisdepictsthe
buyer behaviour a themearket placei.ether
frequency of shopping, their choice of
brands, the benefitsthey aspirefromany
brand and thehow isthebehaviour differs
gender to gender, one income group to
another and onefamily structureto another.

Frequency of Shopping made by respondents

TABLE -5
Vdid |Cumulative
Frequency | Percent | Percent | Percent
Vdid |Once 10 10.0 10.0 10.0
Twice 13 13.0 13.0 23.0
three times 9 9.0 9.0 32.0
four times 10 10.0 10.0 42.0
more than four times | 58 58.0 58.0 100.0
Tota 100 100.0 |100.0

Thetableno 5 presentsthe frequency of
shopping. It isrevealed that maximum
participated in the research study had

visited morethan four timesfor shopping
which isaround 68 percent of the total
respondentsof the studly.

Factors given emphasis for the purchase of a shopping product

TABLE -6
Price as|Quality |Fashion |Influence |Advertis| Technolog |Promotion
factor asfactor |asfactor |of family [ement |y asfactor |schemes
Yes |57 75 18 12 35 16 09
No |43 25 82 88 65 84 91

The above table presents the distribution
of variousfactorsthat was given emphasis
at the time of purchasing shopping goods.
The respondents were given emphasis to

price and quality and were not given
emphasisto technology, influence of family,
advertisement, sales promotion schemes
and fashion.
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H,: Thereisno difference between the
gender of therespondentsand repurchase

of the brand which the respondents are
using-

TABLE - 7: STATISTICAL COMPARISON between Male and Female
on repur chase of the brand which therespondents are using
GENDER N Mean Std. Sig.
Deviation T Df (2-tailed)
Mae 66 1.3939 49237 -6.946 |99 .000
Female 34 1.2059 41043

Source: Self Compiled

Accordingtothetable, whichindicatesthat
Mean & S.D of Male Vs Female on
repurchase of the brand which the
respondentsareusingi.e. Maegroup are
1.39+0.49, Femaegroup are 1.20+0.41.
As per thetablethe p valueisless than
significant level at .05. Hence null
hypothesisisrgected. It meansdternative

hypothesis is accepted. There is some
difference between maleand femaleon
repurchasing thebrandsthey areusing.

H,— Thereis no significant difference
between the family structure and
repurchase of the brand which the
respondentsareusing.

TABLE NO — 8 STATISTICAL COMPARISON between Nuclear and
Joint family on repurchase of the brand which the respondents are using

Std.
Typeof family | N Mean | Deviation T Df Sig. (2-tailed)
Nuclear 66 |1.3333 |.47502 -6.865 99 .000
Joint 34 |1.3824 |.49327

Source: Self Compiled

AccordingtotableNo.8, whichindicates
that Mean & S.D of Nuclear Vs Joint
family on repurchase of the brand which
the respondents are using i.e. Nuclear
group are 1.33+0.47, Joint group are
1.38+0.49. As per the table the p value
wasstatistically significant at .05 level of
confidence. Hence null hypothesis is

rejected. It reveals that alternative
hypothesisisaccepted. There are some
difference exist between nuclear andjoint
family for therepurchasedecision.

HO: There is no significant difference
between maleand femaeto prefer buying
of branded goodsin termsof guaranteed
after salesservices

TABLE -9 STATISTICAL COMPARISON between Male and Female on
buying branded goods in terms of guaranteed after sales services

GENDER N Mean Std. Deviation t-test value
Mae 67 3.3284 1.15978 638
Female 33 3.4848 1.14895
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AccordingtotableNo.9whichindicates
that Mean & S.D of MalevsFemaleon
thebrand that ispreferred to buy interms
of guaranteed after sdlesservicesi.e Mde
group are 3.32+1.15, Femalegroup are
3.48+1.15. Asper thetablethet-test were
dtatistically insignificant asthe obtained
value (1.03) isless than the tabulated

value (1.97) required for t-test to be
sgnificantat .05leve of confidence. Hence
null hypothesisisaccepted.

HO: Thereis no significant difference
between Nudear and Joint family inbuying
thebranded goods intermsof guaranteed
after salesservices

TABLE - 10 STATISTICAL COMPARISON between Nuclear and Joint
family on buying in terms of guaranteed after sales services

Type of family N Mean Std. Deviation ([T-test value
Nuclear 35 3.5714 1.14496 1.22
Joint 65 3.2769 1.15255

Source: Self Compiled

According to the above table, which
indicatesthat Mean & S.D of Nuclear Vs
Joint family onthe brandthat ispreferred
to buy intermsof guaranteed after sales
sarvices i.e nuclear group are3.57+1.14,
Joint group are 3.27+1.15. As per the
tablethet-tet wereddidticaly inggnificant
astheobtained value (1.22) isless than
thetabulated value (1.97) required for t-
test to be significant at .05 level of
confidence. Hence null hypothesis is
accepted.

Findingsand Conclusion

Thepresent study isanempirica study on
consumer buying behaviour regarding
shopping goods. Thecustomers' decision
isinfluenced by personal factorsaswell
asenvironmenta factors. Inthisstudy the
behaviour of consumers is analysed
according to their demographic
characteristics. Thehypothesisaretested
and the result can be concluded that

decision towardsrepeat purchasing of a
brand differs among male and female
whereasthereisno differencein perception
exist towards guaranteed after sales
services. The behaviour of buyersonthe
basisof family structure aso been studied
and theresult showing that thereissome
difference exist among nuclear andjoint
family inrepurchasing aproduct. Thenull
hypothesis formed for studying the
perception on after sales servicesholds
true and there is no difference between
nuclear andjoint family intaking decison
considering the after sales services
provided by variousbrands. Thebranding
isnot the only influencer on the buying
decison of thecustomers. Therearemany
other determinants of buyer behaviour.
Buyer selectsaproduct through aprocess.
He searches for various alternative
productswhich canfulfill hisneed, andthen
he comparesthem and choosesthe best
product for him. Therefore, proper
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formulation of marketing Srategy requires
an overal study and understanding of
psychological factors that influences
behaviord pattern of consumers. Thus, the
marketer who understands consumers
mind and make strategy for fulfilling their
need will definitely have advantage over
other competitors.
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ABSTRACT

Every recruitment exercise, designed to get theright people, involvesassimilations
of factors that could positively influence and/or convert a job seeker’s
organisational attraction to a decision to apply. These factors could be varied in
nature from being internal and/or external. Thisarticle takes a discursive route to
state the importance of studying the role of disconfirmation sensitivity and
information quality; factors, vital to the process of recruitment with tremendous
impact on the perception of job expectations and intention to apply. Moderation
to application decisions in the preliminary stages of recruitment are critical to
the success of any recruitment exercise. Fast paced changes in the business
processes, virtual job arrangements and changing nature of sources of recruitment
along with dynamic employment objectives of job seekers render the subject of
information quality and disconfirmation sensitivity worthy of discussion.

This article adopts a discursive analysis to present the latent importance of
information quality and disconfirmation sensitivity in a recruitment process and
intention to apply. High-quality information programmes contribute to
employability and right career choices for a job seeker in the digital age. The
relationship between job application decision, information quality and
disconfirmation is one which holds a cohesive structural utility and is based on
the functionality of the emerging demands and dynamics of the job market.

Keywor ds: Information quality, job expectations, dis confirmation sensitivity, HR

INTRODUCTION

Among the many objectives of an
organisation, recruiting and selecting the
right peopletojoin and contributetowards
achieving successintheever competitive
market, isoneof themost important ones.
Organisations create awareness about
vacancies for the job seekers through

varioussourcesof recruitment, which are
larger devicesto help the organisationstap
the employment market in constituting an
applicant pool. A job seeker decidesto
beapart of the applicant pool, only after
he or she receives favourable and
convincing information about the job
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attributes, work culture and work
environment and createsaself-assuring
preliminary recruitment image. Sourcesnot
only bear therespongbility of attracting as
many applicants as possible (Rynes &
Cable2003) but asofacilitatetheselection
process, by way of sustaining a job
seeker’sinterest in the job vacancy. To
do so and achieve an organisation’s
recruitment objective, the source’'s
information needs to be as realistic as
possible in nature, Breaugh (1983).
Redigticinformationissupposedto cregte
acloseto -redlity, job imagefor thejob
seeker. Redlisticinformation hasbeen a
primal line of thought for establishing
relationship between recruitment and
employeeturnover. It hasbeen argued that
organisationsin order toimprovetheshort-
term recruitment outcome(high response
rateto advertisements)convey information
toglamourizejobimage, jeopardizingthe
long-term commitment of employees(case
of unmet expectations) and thereforethe
need arisesto understand how information
affectsajob applicant inthemost initial
phaseof recruitment.

Recruitment research of the past statesthat
realistic image has been one of the
consstent featuresover the past fifty years.
As per Ployhart, Tippins and Schimitt,
(2017) there have been threemain areas
of focusinrecruitment research. Thefirst
concentrated on therecruitment interview
(i.e., interviews designed primarily to
attract gpplicantsto afirm) and thefactors
that influenced either applicant or
interviewer responsestotheinterview (eg.,

Alderfer & McCord, 1970; Cohen &
Bunker, 1975; Schmitt & Coyle, 1976;
Simas & McCarrey, 1979).The second
evaluated the effectiveness of different
recruiting methodsand strategies (Decker
& Corndlius, 1979; Rynes& Miller, 1983;
Sands, 1973).Thethird exploredredlistic
job previews (RJPs) and applicant-
focused perceptions (Rellly, Tenopyr, &
Sperling, 1979; Rynes & Lawler, 1983;
Wanous, 1973). Recruitment researchin
the 1980slargely continued theresearch
of the 1970s. recruitment interviews
(Borman, Eaton, Bryan, & Rosse, 1983;
Rynes& Miller, 1983); sourcing strategies
(Swaroff, Barclay, & Bass, 1985); and
RJPs (Premack & Wanous, 1985).

Job markets and its stakeholders-
organisations, job seekersand educationa
ingtitutions aswell asmediatory bodies
(staffing and recruiting agencies, job
boards) are constantly affected by the
macro and micro-level technical
transformati ons, economic developments
and the societal changes such as
demographic shifts, migration, job vaues
and expectations. These changes along
with the over-arching dominance of
Internet and globalisationsto match geo
politica factorsaffect organisationsand
their processes and objectives.
Recruitment managers perform under
much uncertain conditions than ever
before. Organi sationsand economieshave
nomoresingular dimensionsof operation
of earning profit and so do employeesand
job seekers. The present generation hasa
larger concept of employment, which has
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moreto do withemployability inthelong-
term. This brings the focus on the
importance of factors that affect job
applicationintentionsof job seekers.

LiteratureReview:

Sources, which arethe primary carriers
of job information and their effect on
gpplicantscarry highvadencefor achieving
recruitment objectivesfor organisations.
Recruitment managers choose sourcesfor
broadcasting avacancy considering the
outcome of utilising aparticular source.
Factorsfor a choice of source could be
time, audience, cogt, level of filter and
sorting; they could help amanager decide
the utility of a source for a vacancy
(Chapter 4, Employee Recruitment
Handbook 2001). Each source differs
from others in terms of its access to
suitable candidates and ability for an
applicant pool creation for the
organisation. Rynes (1991) put forth a
hypothesisof individua differencesating
that sourcesreach different segments of
population and therefore shall impact the
recruitment outcomedifferently. Another
hypothesis proposed by Taylor and
Schmidt (1983) stated that sources
presented information differently to target
population and thus asymmetric
information createsirregular recruitment
image and unredlistic job expectationsfor
thejob seeker. Ryan, Kriskaand Horvath
(2005)stated that organisationincreasethe
flow of information towardsthose sources,
whichyidd better responsewhereasfor a
long-term benefit, sourcesshould provide

gpplicantswith better understanding of the
job and organisation. Standardised high-
quality information by way of quantity,
presentation and informativeness could
change the perception of ajob for ajob
seeker. Perception of informationfroma
sourceissubject to moderation by traits
of individuals receiving it and the
dimensions of the source aswell asthe
informationitself leading to asymmetry.

I nformation Quality

Information hereisconsideredin generd

management sense and unless specified
should not berestricted to system design
only. Any process of knowledge creation
and transfer should carry ahigh degree of
information quality. Knowledge creation,
management and transfer in high
information quality environment helpin
right decison-making by anindividua and
an organisation, Eppler (2006). Meaning
of information quality lies in how
information is presented, perceived and
used. Dimensions of information are
important but auser’s perception of these
dimensions matter foremost, (Miller&

Holmes 1996). Some of thesedimensions
are accuracy, timeliness or currency,
format, vaidity, security and soon. Sudies
sofar intheareaof recruitment have not
mentioned the dimensionsof information
assuch but they have concentrated on the
natureof information specificity, (Barber
& Roehling1993; Collins & Stevens,
2002). The amount of information
available to applicants from different
sources in terms of high and low
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information (Gatewood, Gowan &
Lautanschlager, 1993), source
informativeness and familiarity of the
source, (Ryan, Kriska& Howarth, 2005).
Information credibility, Waker et d (2009)
and information credibility and media
richness, (Cable & Yu 2006).

Ineffect dl theseworkshave corroborated
that information in varying sense matters
to recruitment. Recruitment asaprocess
should not be too predictable so that it
continues to respect the difference
between individuals' reaction to the
changing nature of jobs, economy,
education and level of critical thinking,
availability of resource and its effective
utilisation. Thesevariablesinteract withthe
information that a job seeker seeks or
receivesthrough information projection
mechanismsof recruitment sources used
by organisations.
Thisarticlefocusesontheway information
Ispresented, which leadsto asymmetry in
perceiving expectations. Multitudinal
factors causing perceptual disturbance
need to be sorted so as to appropriate
required action.

Information quality also deservestobea
subject of observation and sudy owing to
thefact that the present economy, which
iIsmovingtowardsdigitaizationrelieson
complex extraction and utilisation of
information for an organisation. Today’s
organisations hold information as key
resourcein theenvironment and virtualy
engaged individual teams contribute
towards a common goal of a particular

assignment or product or service. Older
full- time jobs have now given way to
short-term, result oriented contractsand
environmenta set ups, whichmay not even
have aphysical presence. The changing
nature of job has also bought about
changesin the sources of recruitment as
well. Newspapers and regional
employment weeklysgaveway to private
job agencies. Thesewere overshadowed
by onlinejob boardsNaukri, Monster and
the likes. By the 90s most of the
organisationshad their ownwebsite, which
handled recruitment queriesaswdll. Inthe
middleof 2000 some of the organisations
handled dl recruitment- related activities
throughtheir officid websiteonly.

Onthe other hand technical and business
schoolshavetheir own placement cells,
which catersexclusively to the nature of
the coursestaught and skillsdevel opment
of the students. The past two decades
have been of theindispensable I nternet.
Organisations, market and individuals
helplesdy depend uponit for varied kind
of decisonmaking. Itisasothebackbone
of dl therecruitment activitiesandasingle
platformfor dl thesourcesof recruitment
to conduct their businesses. What could
differentiate these players in terms of
effectively enabling the organisationsto
completethelr recruitment activitiesisthe
informationthey carry for thejob seeker,
soastodiscerntheir postioninthemarket.

The question is how do organisations
create recruitment processesand map it
to gain access to desired skills and
individuals Breaugh statedin (1983) ina
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highly complex environment. Recruitment
processes essentially need recruitment
objectives to guide usage of sources of
recruitment. It may aso beaffected by the
type of source available, the education
level of thejob seeker and the culture of
hiscommunity and country. Greeter usage
of different sourcesof recruitment shall
lead tolarger set of information available
but the culture of the community or country
may offset the usage of aparticular source,
(Linnehan & Blau2003).1t isaccepted that
qudity of information hasmgjor effectson
the decision taken there upon (O’ Reilly
1982).There are many studies on the
importance of information quality for the
information systemsmanagement and the
direct access of information by various
usersincreasestheimportance of quality
of information (Leeet al, 2002) and to
areasit serves.

Recruitment is one such area where
applicants accessinformation about job
& organisationfredy fromvarioussources
and since information variable can be
inferred to impact their application
decisons. Itisal themorerdevant today
with multitude of information sources
emerging from the Internet services
(company website, online job boards,
social platforms such as Facebook and
LinkedIn etc.) and the quality of the
information available or accessible could
bethesourcedifferentiator. Sinceitisnot
possible to consider all aspects of
information quality, hereafew of them
have been discussed in a seeming
proximity to recruitment and applicant

relationship - completeness, accuracy,
format and currency. Completenessrefers
totheinformation being completeinterms
of the need of theinformation seeker, here
the applicant. Accuracy refers to the
correctnessof theinformation provided by
the source about the job attribute,
organisation, work environment and the
process itself. Format is the way of
informeation presentation acrossthemedia
SO as to convey a standard and set
informationwithout diluting theuniqueness
of each source. Currency isthevalue of
informationintermsof whether itiscurrent
and valid (Sethia, and Venkatesh&
Joglekar 2013; Wixom and Todd 2005).
Therearestudies, which show information
quality being used by organisations to
improvetheir customer response system,
digital mediaand to gain better accessto
customer choiceissuesand understanding
itscustomer better. (Sethia, Venkatesh &
Joglekar 2013, Lee, Strong, Kahn &
Wang 2001). Use of information quality
can lend much to recruitment process. If
organisations& their sourcesexercisehigh
information quality, itisexpectedto lead
toindividuashaving reliableinformation,
which shall inturnincreasetheir trust on
the organisation and create an attraction
or fuel alatent onefor the organisation.
Information playsacrucid roleintermsof
the effect it has on the mind of the
applicant, which is supposed to be all
accepting, (Y PC, Popovich & Wanous
1982). Source may be differentiated by
the applicantsbased on sourceinformation
quality rendering them asymmetric and
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relatively more or less persuasive than
othersand creating diversevaueinterms
of expectationsand perceptionsof thejob
and organisation. Information quality is
expected to work upon the expectation
of the applicant and his/ her behavioura
trait aswell.

Proposition 1: Information quality of a
source of recruitment helps create job
expectations.

Proposition 2: Sources with high
information qudity help createredigticjob
expectations.

Proposition 3: Sources with low
information quality create unregisticjob
expectations.

Disconfirmation sensitivity:

An applicant isno lessaconsumer, who
seeksinformation from varied sourcesto
gain knowledge about the job and
organisationinwhichhe/sheplanstoinvest
acertain part of hislifeand career (YPC,
Wanous, Popovich 1982). If information
quality isan attribute of the sourceandis
an externd factor moderating theintention
to apply of ajobseeker, disconfirmation
sengitivity isaninternal factor, which can
interact withtheinformationimpacting the
job expectations in the job application
decision process.

Like marketing, recruitment is also an
information driven process. If marketing
Isabout attracting consumerstowardsa
product, through arecruitment driveafirm
competesto attract atypically skilled set
of individualsto ajob vacancy, (Cable &

Turban, 2001). Bringing together the
marketing and recruitment literature could
enableindividualsand organisationsto
explorethe possibilities of discovering
factors active in marketing drives and
which have not been explored in
recruitment context so far. There are
though few studies, which have brought
tolighttheamilaritiesof informationd vaue
in marketing as well as recruitment,
(Cdllins& Bdll 2010; Collins2007; Kanar,
Collins & Steven 2003). Besides
informationa value, based onindividud’s
difference and attitudinal factor is
disconfirmation sensitivity, a concept
frequently used in customer satisfaction
study; infactitissimilar to expectation
lowering process(EL P), which hasbeen
used to explain how ELP facilitates an
applicant in effective post hire
management of expectations (Buckley et
al.1998). Application of disconfirmation
sengitivity concept to job application
Intentions may unfold anew perspective
for theprocessof recruitment and effective
utilisation of sourcessinceit evaluatesthe
effectiveness of the source information
quality at aprehirestage. Attraction, by
way of redistic expectationsiscreated and
srengthened by theinformation, whichis
compl ete, accurate, hastheright format
across different platforms and has
currency. Redlistic expectationisassumed
to act asastimulus, which may resultin
theintentionto apply (Fishben & Ajzen,
1972) and therefore the need to explore.
This study opines that disconfirmation
sengitivity of anindividua job seeker could
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be a moderator between quality of
information and a job seeker’s
expectationsfromajob. Thismoderation
of expectation affects his intentions to
apply for ajob.
Disconfirmation sengtivity isaconcept of
how much anindividual confirmsto the
availableinformation/product/concept or
idea. It is a widely studied subject in
marketing specially customer satisfaction.
Oliver (1977) stated that individua seither
confirmor disconfirm expectations. It has
found its way from psychology and
marketing to consumer research and
information technology and it should make
sensetoincludeitinstudiesof acquistion,
management and devel opment of human
resourcesfor organisations.

Itsinteractionwithindividua’sexpectation
isof our interest since disconfirmation-
senstiveindividualsare said to moderate
their expectationsin order toincreasetheir
long term satisfaction based on of the
information availableto them (Kopalle &
Lehmann 2001). There is an overall
implication here for the source
effectivenesstherimportancefurthered by
the opinion that recruitment isapractice
that alters the characteristics of the
applicant to whom the selection
procedures are ultimately applied
(Bourdreau & Rynes1995). Of particular
importance to this study of recruitment
processiseffectiveness assessment of the
sources in terms of their effect on
applicant’s expectation and the effect of
individual’sdisconfirmation sengtivity on
hisintention in consideration of hisneed

for employment. Anindividua with high
disconfirmation sengitivity may reducehis
job expectation in order to derive more
satisfaction and takedecisonsreatively.

This line of thought should help
organisations and other job market
stakeholders to understand how the
expectationsof applicant may get atered
by qudity of informetion accessibleto him/
her and individua’s behavioural and
attitudinaly guided response. Theideais
to bring forth theimportance of redlistic
and quality information from sources of
recruitment inthe process of recruitment
and behavioura traitsthat may moderate
theultimate actionsof thegpplicant. Under
high disconfirmation sensitivity an
individua lowershisexpectationfromthe
information available and hence if the
experience or outcome is more than
expectedit resultsin higher stisfactionand
viceversa(Kopalle& Lehermann 2001).
Studies by (Wanous & Premack 1985),
Breaugh (1983) stressed on how
information from different sources, which
aremorerealistic and acceptable by the
applicants lead to greater degree of
satisfaction and corroborate the met
expectation theory. Theorganisationsuse
variousmediato crestean attractiveimage
and pursue the members of the applicant
pool and on the other hand the applicants
curateinformation from sourceseither to
support theinitial job and organisation
imageor acquirenew knowledge. In both
cases the objective is to maximise
knowledge and benefit fromtheavailable
information (Popovich & Wanous, 1982).
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It can thus be assumed that
disconfirmation sengtivity of applicants
shall moderate their job expectations
based on of information quality available
to him or her. A high disconfirmation
sensitive applicant isexpected to lower
expectations on the basis of source
information quality, but if the source
information quality is high, (available
informationintermsof frequency, accuracy
and currency of information) the
expectationsareredisticandtheintention
toapply will improve. Incaseof individuds
with lower disconfirmation sengtivity itis
assumed that the expectation shall not get
atered astheinformation quality shall be
accepted asit isthoughin casethe source
information quality islow aswell, the
expectation may dip but shall not takea
negdivevdueinturntheexpectation holds
on. Applicantswith low disconfirmation
sengitivity will minimally lower their
expectation withlittle or no effect onthe
intention to application. Their job
expectationisexpected toincrease with
high information quality. Theinformation
quality, when high would tend to render
the information realistic and hence
increasing therelated job expectation for
theapplicant.

One of the most studied areas of
recruitment has been of realistic
expectations and relating information
qudity toredlistic expectation should lead
to a better understanding of the role
information playsin effectiveness of a
source of recruitment and shall enable
organisationsto analysetheir strategies

regarding usage of sources so as to
leverage them best.

Proposition 4: Disconfirmation sengtivity
of ajob seeker will moderaterelationship
between information quality and
expectations.

Propaogtion 5: Highjob expectationswill
encouragetheintention to apply for ajob
vacancy.

Discussion:

Initial phase of recruitment, Breaugh et al
(2003) refersto asthe most critical phase
becauseif the organisationsfail to make
the first contact and persuade the job
seeker to be apart of the applicant pool
then the organisations have lost the job
seeker. Itisalost opportunity. If suchis
theroleof recruitment thenitisimperative
to look at the existing factors affecting
recruitment and the onesthat could and
havenot been discussed sofar. Thisarticle
takesastepinthat direction by choosing
to encourage an observation of
information quality of a source and
disconfirmation sengitivity asfactorsthat
could have amoderating effect on ajob
seeker’sintention to apply for ajob based
on information available to him or her.
Implicationsof such observationsmay not
make drastic change in recruitment
approachesbut it would carry substantia
learning and knowledge creation for
recruiting managersand scholarsdike.

Conclusion: Thisstudy intendstoaddto
the existing literature on recruitment
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sources. It carries value for the
organisations in selective utilisation of
recruitment sources for achieving
recruitment targetsand theimportance of
information and its dimensions. In
technology-driven economies the
environment of business processes are
contingent to even the smallest of change.
Certain processes, which could behighly
dependent on the environment are
individual behavioral responses.
Recruitment isonesuch process, beingthe
most critical in organisation’ssuccessand
competitiveadvantage, it needs continued
introspection to so as to be most
responsive to change. In light of these
aspects and conclusions of the past
hundred years of study on recruitment,
sources of recruitment are epicenters,
which can lead to discussions on newer
waysof looking at recruitment processes
methods, objectives and the means to
achievethem.
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ABSTRACT

India is passing through a window of demographic transition, not only is it
converting to a cashless economy but it is also witnessing a drastic makeover in
the paradigm of banking sector. With a purpose to transform India into a digitally
empowered society and knowl edge economy, the “ The Digital India Programme’

was launched by Government of India, “ Faceless, paperless, cashless’ is one of
the professed role of digital India. Digitalisation without financial inclusion was
incomplete hence RBI, in August, 2015, issued banking licences to, 11 payment
banks, 2 universal banks and 10 small finance banks. First time in the history of
Indian economy, such differentiated banks were introduced. Despite such gigantic
moves, thelarger question hereishow cashlessarewe? Therefore the main objective
of the study is to determine how mobile payments options are associated with
demographic factors thereby providing us with the sections of our society that
have adopted cashless payments or have failed to do so.

K eywor ds: Mobilebanking, mobilewallets, UPI, financial transaction behaviour

INTRODUCTION

In April, 2018, reports of currency
shortages emerged from several parts of
the country. Thisisnot thefirst timethat
the country faced such asituation. Similar
but more grave situation took placeinthe
year 2016 when PrimeMinister Narendra
Modi announced that Rs500 and Rs 1000
noteswere not legal tender anymore and
needed to be exchanged for new currency,
thuswithdrawing 86% of the cashinthe
Indian economy. A much worse cash
crunch that followed had a significant
adverseimpact ontheinformal sectorin

particular, which predominantly usescash
for transactions and dependslargely on
informal cash credit.

The consequences can befar reaching for
a country like India, as it uses cash
extendvey for dmog dl transactions. One
way tolook at itisby comparing cashin
circulation to gross domestic product of
thenation. Itisone of the highest in the
world at 12.42% in 2014, compared to
4%inBrazil or 9.47%in China. Electronic
transactionsaccount tolessthan 5% of all
transaction. Thenumber of currency notes
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incirculation isalso far greater than in
other larger economies of theworld. In
2012-13, currency notesincirculationin
Indiawere 76.47 billionwhileit was 34.5
billionintheUS. Studiessuggest that even
inplaceslikerestaurants, hotels, malsand
gpas, frequented by peoplewho arelikely
to own and usecredit/debit cards, usecash
predominantly. So, itisquiteevident that
cashwill rulein other marketsaswell.

India is passing through a window of
demographic transition, not only is it
converting to acashlesseconomy butitis
alsowitnessing adrastic makeover inthe
paradigm of banking sector.
Demonetisationin 2016 wasthelandmark
to introduce the cash habituated Indians
to cashlesstransactions. But what is* cash
lesseconomy” ?Aneconomy inwhichal
thetransactionsare done using cardsor
digital means is known as a cashless
economy. The various modes of digital
paymentsarebanking cards, UPI, USSD,
AEPS, mobilewallets, internet banking,
AadharPay etc

Despited| thesegigantic and bold moves,
thereisaquestionlargely looming over the
economy. Has there actually been a
changeinthefinancia transaction mode
amongst the common people? In 2017,
transactionsthrough digital meansrose
13.5%to Rs.124.69 trillion in September
fromRs109.82trillioninAugust, according
to provisiona data released on 4™ of
October by the Reserve Bank of India
(RBI).Asper NPCI data, UPI and BHIM
(also using UPI) has recorded a
supendousgrowth of 56 times(vauewise)

from October 2016 tomay 2017. But RBI
hasa so stated that UPI hasreplaced only
1% of cash transaction. Till May 2017,
1454 million downloadsof BHIM apphas
been recording; itisbeing used by only
0.88% of those people who have
downloaded it. USSD iseven negligible.
Cash dominate all transaction and its
importance hashardly madeashift.

Theattempt to convert Indiato acashless
economy should ideally commencewith
digitalisation of urban India as 70% of
India’s GDP comesfrom urban aress. It
will expeditethe processand will helpthe
government achieveitsgoal briskly. The
processof migrationwill becomparatively
easer asit comprisesof mostly educated
mass and benefit could be multifold.
Hence, the study on payment behaviour
of urbanmiddleclassinIndiaiscrucia as
they constitute the major digitalised
popul ation through mobile phonesand can
bring about the ambitiousmakeover of the
economy from cash to cashlessthrough
digitaisation.

LITERATURE REVIEW

Research has proved that mgjority of the
Indian population that iswithout abank
account, use cash for almost all
transactions while the high income
popul ation use non cash medium to pay
for highvauetransactions(Bdgi K,2017).
“Cross Country Monetary Aggregate” is
auseful tool for assessment to compare
cashintengity. Itiscaculated by deriving
theratio of money heldinbillsand coins
to the amount held in demand deposit/
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saving account(Korenkeet a., 2013).

Theunderstanding of ICT( Information
and Communication Technol ogies) anong
usersandthefright of security breach are
identified asthe major concern amongst
individuals, experts and organisations
(Khairun & Yasmin, 2010). The adoption
of electronic payment sysemismuchless
in government and public sector
establishments (Hussein, Mohamed,
Ahlan, & Mahmud 2010). Cashless
economy isthe onewhere the amount of
cashtransactionsiskept a abareminimum
and not wherethereisabsolutely no cash
transaction. Itisdefined as“oneinwhich
there are assumed to be no transaction
frictionsthat can be reduced through the
use of money balances, and that
accordingly provideareasonfor holding
such balances even when they earnrate
of return” (Woodford, 2003).

The advantages of cashlesstransactions
aremany. Frdly, it reducesthefear of theft
and botheration of carrying cash. It can
beeasily reloaded with plastic money and
internet banking and a the sametimehd ps
in keeping arecord of the transactions.
Secondly, it reducesthe printing cost for
the government treasury, reduces
counterfeit currency and black/
unaccounted money and in long run,
minimisescorruption. It aso bringsdown
considerably the cost of maintenance of
ATM and cash handling for abank. There
Isvirtually nowaiting timefor receiving
money in case of instant money transfer
through cashlessmeans(Rg adhyaksha&

Jaiswal, 2017).

Theddfinitionof “Fnandid Induson” given
inthereport of the Committeeon financial
inclusoninindiais”theprocessof ensuring
accesstofinancia servicesandtimely and
adequate credit where needed by
vulnerablegroupssuch aswesker sections
and low income groups at an affordable
cos” (Rangargan, 2008). Studiessuggest
that the GDP of a nation is positively
impacted by the proxies of financial
inclusion such as number od bank
branchesand credit deposit ratio of banks.
But ATM growth rateasan indicator has
no statistical significant impact on GDP.
Thereforethe association of progressand
devel opment of an economy and the GDP
of anationisstrong (Igba & Sami, 2017).

Review of papers on mobile banking
worldwide

BranchlessBanking Modd inAfricahas
been studied by dividing into three
categories -, Bank-Led, Nonbank-Led
and Bank Focused (Andrew, 2009).
Various independent variable such as
attitude to technology, access to bank,
organisation type and profile, business
sector, profileof user, positively impacts
thedependant variablewhichisthesuccess
of small scale business using mobile
transactions(Andrew, 2009).

Theprincipa reasonsfor Kenya ssuccess
inmuster the power of mobilebankingto
propd itsquantum leap over high hurdles
tofinancia inclusonthat canbeexplained
fromthedemand and supply point of view.
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Demand side includes demand among
low-income households for a more
bleand affordabledeivery channd
for financial services, political and
economic stability for an extended period
of timeand sufficient population density
toexploit economiesof scale. Supply sde
included market dominance of one
telecommunications company -
Safaricom’smarket, provision of asafe,
reliable, accessible, convenient, and
affordable product and extremely
competitively priced (Kaffenbergeretd.,
2015).

Market Penetration and Business Edge of
mobile banking companies.

Traditiona banksmay be hesitant to open
branches in every village due to its
uneconomic returns, but simple mobile
phonecoverageisal that isrequired now.
India also serves as a big remittance
market and with money transferspossible
through mobile phones, workers and
migrant labourscouldsmply shifttomobile
payments and send their money home.
They can avail Government benefits,
insurance, loansand interest on savings
through mobile banking. PMJDY and
| PPB can be accessiblefromany section
of the society in remotest corner of the
country { Srinivas2017}.

As only 5% of rural India has bank
branches, mobile banking can plantheir
expansoninvillageswhichshouldinvolve
greater digitalisation and lower costs. If
associated with govt social welfare
schemes, more growth can be achieved.

Alsoif easiness, quickness, transparency
and security could beensured, it caneadly
competewithtraditional banks. Smplicity
of digital product, support for help and
information will boost penetration and
profit marging(Garg, Professor, & Kapoor,
2015). Challenges that these new age
technology might ecounter include,
awareness, competent staff, security and
operational profit(Garg et al., 2015).
Customersarelooking for innovation and
service because of which private banks
flourished. Soon the shift from private
banks to payment banks will be seen
(Shivnani, 2017)

Amongst the newly setup payment banks,
|PPB (IndiaPost Payment Bank) islikely
to achieve higher penetration duetoits
wide and deep network and diverse
services(Srinivas, 2017).

Anaysisof usageof Paytmin preand post
demonetisation era, purpose of usage,
demographic distribution, comparative
andysistoexiging playersrevedsasharp
acceleration in the past 5 years (Dixit,
Prakash, & Tiwari, 2017). Given below
isadistribution of percentage of e-wallet
user with respect to companies.

Research suggestsways by which mobile
banking can be brought into the current
banking ecosystem. Better technology
coupled with security and awareness can
boost mobilebanking. Cashbacks discounts
royaty pointsand bonusescanact asincentive
to user to motivate them towards cashless
transactions(Dixitetd., 2017).
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RESEARCH METHODOLOGY
Objectiveof The Sudy

Theobjectivewasto study the association
of cashlessfinancia transaction behaviour
by gender, age and employment status.
Based on the objectives, the following
hypothes swasformulated.

H,: Thereisnodifferenceinthe cashless
financial transaction behaviour between
different gender, age group and
employment satus.

H,: Thereisadifferenceinthecashless
financial transaction between behaviour
different gender, age group and
employment status.

Scopeof Sudy

Thesudy primarily aimed at understanding
the present payment behaviour of urban
middle classof Bhubaneswar. It aimsto
understand preference of modeof cashless
payment i.e. debit/credit cards (by
providing CVV followed by Password or
OTP), onlinewallets (Paytm, Olamoney,
Mobikwik, Freecharge, Buddy), bank
apps, net banking(financial institution’s
website) and UPI(Unified Payment
I nterface) with respect to gender, ageand
employment satus. Bhubaneswar hasbeen
el ected because of convenienceand dso
availability of thetarget group, i.e. middle
classpopulation.

Research design

Thepath of investigation hasbeen designed
keeping the objectives in mind and to
deriveat answersthat can appropriately

address the research questions. The
approach is descriptive hence a cross
sectional study isundertaken to meet the
purpose of theresearch. Thestudy among
the urban middle class population in
Bhubaneswar based upon the
methodology that is most suitable for
empirical andys's, hasbeen undertaken.

Sampling procedureand design

The scope of the study hasrestricted the
sampleto Bhubaneswar only tofulfil the
objective of the study. The sampling
method followed has been designed to
includeurban middleclassfromall gender,
agegroupsand employment status. Hence
stratified convenience sampling method
has beenfollowed. Thequestionnairewas
administered to 100 peopl e of both gender
in equal proportion i.e. 50male and 50
female. Respondants belong to different
age groups and to different occupations
(Govt empl oyee 15%, Private company
employee 19%, Business and Self
employed 17%, Sudent 17%, Home
maker 16% and Retired/
Unemployed16%) have been equally
balanced for a fair analysis. All the
responses were found fit to be used for
andyss.

Figure 1. Gender distribution in sample

Male Fernale
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Figure2: Employment Digtributionin Sample

&S

DataCallection, andyssandinterpretation
Datawas collected from respondentsin
Google forms and hard copy. The data
collected through hard copy was entered
in Googleform so that all the responses
can betabulated easily inexcel sheet. The
data analysis has been conducted with
descriptive statisticsand techniqueslike
Chi Square which hasbeen used tofind
out if thereisasignificant relationship
between variables among the urban
middleclassand their financia behaviour
intermsof payment modesfor multiple
purposes. The registered software of
‘SPSS-19' statistical software hasbeen
applied for analysis of the data and
interpretation done based on the output
of the software.

Limitations:
The study had been carried out with a
limited samplesize, alarger samplesize

M Government
employee

M Private company
employee
self employed

Retired/Unemploye
d

W Home maker

W Student

can giveadifferent result, which may be
moreuseful. Thestudy also haslimited to
onetier Il city only. Aninclusonof middle
class population from different tiers of
citiesand townsacrossthestate or nation
can givemore comprehensive and better
anaysis. It would help to understand the
financial transaction behaviour over
different region, economic status and
culture.

DATAANALYS'S

Data collected on asample of 100 urban
middle class populations was analysed
using statistical toolsand techniquesas
explanedinthemethodology and andysed
along with the interpretation and are
presented according to theobjectiveof the
sudy.

Profileof thesample

i.AgeDigribution

Themean age of the samplewas40.56 +
15.60 years. The median year was 37.5
withinter-quartilerange29- 45years. That
means aquarter of our sample have age
lessthan 29 yearsand ahdf of thesample
arebelow theage 37.5 years. And another
quarter of the sample subjectsare above
45 years age. The sample has equal
proportion of maleand female.

Mae Female Total
Age group

No. % No. % No. %
18-29 15 30 13 26 28 28
30-39 12 24 20 40 32 32
40-50 14 28 7 14 21 21
>50 9 18 10 20 19 19
Total 50 100 50 100 100 100
Mean + SD 41.06 + 16.18 40.06 + 15.15 40.56 + 15.60
Q: 27.75 29 29
Q2 38 37 375
Q3 47.25 45 45
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Figure 3: Mean Age of Sample Subjects
a0

S0
41.08

Male
i. Employment Status

Table 2 and Figure 4, furnished the
employment statusof the sample subjects.
Themajor chunk of the sample subjects
wasemployed or saf employedwhichwas
a little higher than 50%. Homemaker,
students and retired/unemployed

Fernale

condituted theremaining haf of thesample
approximately in equal proportions.
Employed and self employed were 68%
among males while the corresponding
proportion amongst femal eswere 34%.
The males have higher association with
employment than fema es (P=0.000)

Table 2: Employment Statusof Sample Subjectsby gender

Male Female Total
Employment status No. 1% INo. % No. 1% 0 p .
Homemaker 0 0 16 (32 (|16 |16
Student 7 14 |10 |20 |17 (17
Retired/unemployed |9 18 |7 |14 |16 |16 | [¥22.446
Employed/Self 34 8 7 pa |51 |51 [P0
employed
Tota 50 |100 |50 (100 (100 |100

Figure 4. Employment Satus of Sudy Subjects by Gender

Iale

® Haomermaker
Retired/unemploved

Fernale

M 5tudent
Emploved/Self erployed
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Mode of Cashless Financial Transaction By Gender, Employment Satus And Age

Table 3: Preference of mode of cashless financial transaction by gender

Financial transaction of Mobile | Male Femae Total
No. | % No. | % No. | % xz,p

Debit/credit card by entering CVV/ OTP/PASSWORD

Moderately preferred 18 419 |11 |324 |29 |377

Least preferred 4 9.3 3 8.8 7 9.1

Most preferred 18 [419 [18 [529 [36 |468 |y*=0.99%
Never 3 7 2 59 |5 6.5 | p=0.803
Total 43 100 |34 |100 |77 |100

Wallets like Paytm, Olamoney, Mobikwik, Freecharge, Buddy

Moderately preferred 18 | 474 |12 |363 |30 |417

Least preferred 5 132 |5 147 |10 | 139

Most preferred 8 |211 |9 [265 |17 |236 |y=1.107
Never 7 184 |8 235 (15 |20.8 | p=0.775
Total 38 100 |34 |[100 |72 |100

Bank apps

Moderately preferred 16 |444 |10 |333 |26 |394

Least preferred 4 111 |9 30 13 | 197

Most preferred 3 |83 |4 [133 |7 10.6 | y*=4.744
Never 13 361 |7 233 |20 | 30.3 | p=0.192
Total 36 |[100 |30 |[100 |66 |100

Net banking

Moderately preferred 16 421 |11 |367 |27 |39.7

Least preferred 5 132 |6 20 11 | 162

Most preferred 9 237 |4 133 [13 [ 191 |y*=2.086
Never 8 211 |9 30 17 |25 p=0.555
Total 38 |[100 |30 |[100 |68 |100

UPI (Unified Payment Interface) through Tez, BHIM, PhonePe

Moderately preferred 5 139 |4 129 |9 134

Least preferred 7 194 |5 161 |12 | 179

Most preferred 4 11 [2 |65 |6 9 ¥’=0.742
Never 20 | 556 |20 |645 |40 |59.7 | p=0.863

Total 36 |100 |31 |100 |67 | 100
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Figure 5 : Graphical representation - Preference of mode of cashless financial

transaction by gender
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Table 3, Figure 5 illustrates the
preferenceof cashlesspayment technology
by different gender. Usage of Debit/credit
cards (by providing CVV followed by
Password or OTP) was preferred
‘moderately’ and ‘mostly’ together by
83.8% of males and 85.3% of females.
Therewasnosgnificant differenceintheir
preference (p=0.803). Usage of online
wallets (Paytm, Olamoney, Mobikwik,
Freecharge, Buddy) displayed similar
association with both gender (p=0.775).
While it was moderately preferred by
47.4% males, 35.3% femalesalso did so.
It was least preferred by 13.2% and

Fermale

14.7% males and femal es respectively.
Bank appsasamobilebanking tool was
asonot particularly associated with gender
(p=0.192). It wasmost preferred by 8.3%
malesand 13.3% fema esand moderately
preferred by 44.4% and 33.35 of males
and females respectively. Net banking
(financial institution’swebsite) and UPI
(BHIM, Tez, PhonePeetc) displayed no
significant differencein preference. Net
banking was moderately preferred by
42.1% males and 36.7% females
(p=0.555) and UPI was never used by
55.6% males and 64.5% females
(p=0.863).
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Table 4: Preference of mode of cashless financial transaction by age group

Financia transaction of | 18-29 30-39 40-50 >50 Total

Mobile No.[% [No.[% [No.J% [No.[% [No.[% |+p
Debit/credit card by entering CVV/ OTP/PASSWORD

Moderately preferred 13 | 481 |8 267 | 8 47110 0 29 | 37.7

Least preferred 3 111 | 4 133 |0 0 0 0 7 9.1

Most preferred 9 333 |16 533 |9 529 2 66.7 | 36 | 46.8 | x*=11.993
Never 2 74 |2 67 |0 0 1 333|5 6.5 | p=0.214
Total 27 |[100 |30 |100 |17 | 100 |3 100 | 77 | 100

Wallets like Paytm, Ola money, Mobikwik, Freecharge, Buddy

Moderately preferred 13 | 50 11 (379 |5 3B7]1 333|30 | 417

Least preferred 3 115 |5 172 | 2 14310 0 10 | 139

Most preferred 10 | 385 |6 207 |1 71 |0 0 17 | 236 y*=18.159
Never 0 0 7 241 | 6 429 | 2 66.7 | 15 | 20.8 | p=0.033
Total 26 (100 |29 |100 |14 | 100 |3 100 | 72 | 100

Bank apps

Moderately preferred 7 304 |13 | 481 |6 462 | 0 0 26 | 394

Least preferred 7 304 |3 111 | 3 231|0 0 13 | 19.7

Most preferred 2 87 |4 148 | 0 0 1 3337 10.6 | ¥*=10.2
Never 7 304 |7 259 | 4 308 2 66.7 | 20 | 30.3 | p=0.335
Total 23 [100 |27 |100 |13 | 100 |3 100 | 66 | 100

Net banking

Moderately preferred 10 | 435 |12 |429 |5 3B7|0 0 27 | 39.7

Least preferred 5 217 | 3 107 | 2 143 |1 333 |11 | 16.2

Most preferred 2 87 |7 25 3 2141 333 13 | 19.1| ¥*=5.411
Never 6 261 | 6 214 | 4 286 |1 333|117 | 25 | p=0.797
Total 23 [100 |28 |100 |14 |100 |3 100 | 68 | 100

UPI (Unified Payment Interface) through Tez, BHIM, PhonePe

Moderately preferred 3 12 4 154 | 2 15410 0 9 134

Least preferred 5 20 6 231 |1 77 |0 0 12 | 179

Most preferred 6 24 0 0 0 0 0 0 6 9 ¥’=14.884
Never 11 | 44 16 | 615 |10 | 7693 100 | 40 | 59.7 | p=0.094
Total 25 (100 |26 |100 |13 | 100 |3 100 | 67 | 100

Figure 6 : Graphical representation - Preference of wallets as a cashless mode

of financial transaction by age group
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Table 4 depicts preference of cashless
transaction modesby different agegroups.
Debit/credit cards (by providing CVV
followed by Password or OTP) isthemost
preferred mode by all age groupsand no
significant difference exists (p=0.214).
66.7% in the age group of >50 years,
52.9% in the age group of 40-50 years
and 53.3%intheagegroup of 30-39years
stated it astheir most preferred mode of
cashless payment technology. Wallets

((Paytm, Ola money, Mobikwik,
Freecharge, Buddy) were associated with
younger age group (p=0.033). 88.5% of
18-29 years age group preferred it as
‘most’ and‘ moderate’ . >50yearsold did
not prefer wallets as 66.7% have stated
of never preferringit (refer to Figure6).
Bank apps as a mobile payment
technol ogy do not show any association
to age group in particular. It was
moderately preferred by 30.4%, 48.1%,

Table5: Preference of mode cashlessfinancia transaction by employment status

Financia Homemaker | Student Retired/ Employee/ | Tota

transaction of unemploye | Self

Mobile employee ¥ p
No. [ % No.[% [No. [% No. [ % No. [ %

Debit/credit card by entering CVV/ OTP/PASSWORD

Moderately preferred | 2 286 |7 438 | 2 50 18 | 36 29 | 377

L east preferred 0 |o 1 [62 |0 0 6 |12 7 |91 |y%=597

Most preferred 4 571 |7 438 |1 25 24 |48 36 | 468 |5

Never 1 143 |1 62 |1 25 2 4 5 6.5 | p=0.742

Total 7 100 16 | 100 | 4 100 |50 | 100 |77 | 100

Wallets like Paytm, Ola money, Mobikwik, Freecharge, Buddy

Moderately preferred | O 0 6 353]|1 25 23 | 511 |30 |417

Least preferred 2 333 |2 118 |0 0 6 133 |10 | 13.9 | ¥*=26.2

Most preferred 0 0 9 529 |1 25 7 156 |17 | 236 | 4

Never 4 66.7 |0 0 2 50 9 20 15 | 20.8 | p=0.002

Totd 6 100 17 | 100 |4 100 |45 |100 |72 | 100

Bank apps

Moderately preferred | 1 167 |5 385 |0 0 20 | 465 |26 | 394

Least preferred 2 333 |3 231 1|0 0 8 186 |13 | 19.7 | ¥*=10.0

Most preferred 0 0 2 154 | 1 25 4 9.3 7 10.6 | 86

Never 3 50 3 2313 75 11 | 256 |20 | 30.3 | p=0.344

Tota 6 100 13 | 100 |4 100 |43 | 100 |66 | 100

Net banking

Moderately preferred | 1 167 | 8 571 |0 0 18 409 |27 | 39.7

Least preferred 1 167 |2 143 |1 25 7 159 [11 [16.2 | =128

Most preferred 0 0 1 71 |1 25 11 | 25 13 | 19.1 | 27

Never 4 66.7 |3 214 |2 50 8 182 |17 | 25 p=0.171

Tota 6 100 14 | 100 |4 100 |44 |100 |68 | 100

UPI (Unified Payment Interface) through Tez, BHIM, PhonePe

Moderately preferred | 1 167 |2 13310 0 6 143 |9 13.4

Least preferred 1 167 |4 267 |0 0 7 167 |12 | 17.9 | y’=7.24

Most preferred 0 0 3 20 |0 0 3 7.1 6 9 6

Never 4 66.7 |6 40 |4 100 |26 | 619 |40 |59.7 | p=0.612

Total 6 100 15 | 100 | 4 100 |42 | 100 |67 | 100
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46.2% amongst 18-29, 30-39 and 40-49
age groups respectively(p=0.335). Net
banking (financid inditution’swebste) dso
did not display association with age
(p=0.797). UPI (BHIM, Tez, PhonePe
etc) was never preferred by 44%in 18-
29yearsagegroup, 61.5%in 30-39 years

age group, 76.9% in 40-49 years age
group and 100% in >50 years age group.
Thereforethereisno sgnificant difference
in the preference of UPI as a mobile
payment technol ogy with respect to age
group (p=0.094).

Figure 7: Preference of mode of cashlessfinancial transaction by employment status
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Table 5, Figure 7 depicts the
preference of mode of cashlessfinancial
transactions on the basis of employment
status. Debit/credit card is most
preferred by 57.1% of homemakers,
43.8% students, 25% of retired/
unemployed and 48% of employed.
There is no significant difference in
preference of debit/credit card by
employment status (p=0.742). Wallets
(Paytm, Ola money, Mobikwik,
Freecharge, Buddy) are associated with
studentsas 52.9% preferred it the most.

Onthe other hand, 66.7% homemakers
and 50% of retired/unemployed never
preferred it (p=0.002). Banks apps
showed no particular association to
employment status as it was most
preferred by 15.4% of students, 25% of
retired/unemployed and 9.3% employed
population. Net banking (financial
indtitution’swebgte) withpvaueof 0.171
and UPI with p-value of 0.612, did not
display any significant difference in
preference amongst population of
different employment status.
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CONCLUSION

The purpose of the study wasto identify
the association of modes of cashless
financial transactionswith demographic
factors of age, gender and employment
status. Based on thefindings, following
conclusionsaredrawn.

1. It was observed that there was no
ggnificant differencein preference of
cashless modes of financial
transactionsbased on gender. UPI was
least popular and debit/ credit card (by
providing CVV followed by Password
or OTP) wasmost preferred by both
genders.

2. Debit cardwasmost popular amongst
all age groupsand net banking, bank
appsand UPI showed no significant
differencein preference. Younger age
groupi.e. 18-29 yearsold and 30-39
yearsold, were moreassociated with
wallets than the older age group.
Hence, can be concluded that thereis
adifferencein preference of mobile
technology for financid transactionon
the basisof age group.

3. Employment status also displayed
varied association. Studentsassociated
with use of walletsbut therest were
not. UPI wasuniversdly never popular
with people of different employment
status. Therefore, it can be deducted
that there exists a difference in
preference of mobiletechnology for
financial transaction based on
employment status.
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ABSTRACT

The purpose of the paper is to study different motivational factors
influencing studentsin their higher education. Inthis paper, the author
tried to study the influence of motivation on a student in different
per spectives like how the motivation of student is connected with
their age, teacher’sinstruction style, teachers motivation. The Author
also tried to examine the different motivation theorieswhich are used
In assessing student motivation by various authors. Fromthefindings
of different papers, it is evident that based on the discipline which he
IS studying the motivational approach need to be different. The AMS
(Academic Motivation Scale) instrument to measure different sub
theories of self-determination theory were also studied. The findings
fromthisreview paper will help teachers and studentsto know about
different motivational factors involved in higher education which
further hel psthemto under stand each other in a continuous and better
learning process.

K eywor ds Mativation, Higher Education, Teecher’singructionstyle AMS.
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INTRODUCTION

Thestimuli are needed for ahuman being
inany sector towork by using hisat most
capabilities. Motivationisdefined asthe
energy or catalyst that triggersapersonto
make choices, pursue certain purposes,
and to focus in a particular direction

(Brophy,1983; Obade,2013). Motivation
directs individual to attain one's goal.
Motivational theories help us to
understand what mekesanindividud gives
hisbest. Akitson postul ated that motivation
explains three critical issues related to
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human behavior. First motivation helps
individua to select the best option among
possibleaternatives. Second motivation
helpsindividua to pay aproper atention
to atask in a given situation. Third
M otivation determinesthe persi stence of
task. The purpose of thispaper istofind
out different factors of motivation which
are influencing studentsin their higher
education. Incommontherearetwokinds
of motivationoneisintringcmativationand
anotherisextringcmotivation. Intringcaly
motivated people don’t expect any
external stimuli as their self-goal is a
motivating factor for them, whereas
extrinsically motivated people need
externa stimuli andthat externd stimuli is
different for different peoplebased onthe
dtuationandther persond characterigtics.

Motivation in education

Motivation hel psaperson to do thetask
with commitment. Motivating students
bothinanextrinsicandintrinsicway is
important to raise their perceptions
towardslearning (Dahl & Smimou 2011).
Extrinsic Motivation works as external
stimuli to astudent which helpshim How
to motivate student for learningisaways
aresearchabletopicin education and also
in psychology (Dahl & Smimou 2011).
Richardson, Abraham, and Bond (2012)
conducted ameta-anaysisinwhichthey
reviewed morethanten yearsof research
ontheantecedentsof university students
grades and percentages. Their findings
demonstrated that motivational factors
were some of the most substantive

correlates of students performance
(Obade, 2013). Fromtheir findings, itis
evident that students performance is
directly affected by theway inwhich they
aremotivated.

A Réd aion between sudent maotivation and
their age

L eper, Corpus, and lyengar (2005) have
shownthat intrindcmotivation diminishes
as children progress through school (
Hegarty,2010). Barron and Harackiewcz
(2001) found that undergraduate students
with high-performance goals, which are
extrinsicin motivation, can also achieve
high outcomes( Hegarty,2010). It supports
theview that thelack of intrindcmotivetion
is not related to poor performance(
Hegarty,2010). Gottfried (1985,1990)
and Harter (1981) also noted the high
levels of intrinsic motivation in young
children and documented how this
motivation decreaseswith age. Harter’s
1981 study has becomethe cornerstone
of validation of the declinein intrinsic
moativationwithage. Fintrich (2000) affirms
that mastery goals diminish with age
whereas performance goals, which
becometheyardstick of measurementin
educational systems, increasewith age.
Stewart (2005), through a study of
undergraduate students, asserted that
motivation changesasanindividua move
through a program and that motivation
itself isdifferent acrossvarious mgors.
Hegarty used Preliminary descriptive
anayssto present anoverdl indication of
motivation typesand levelsin graduate
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students. Chi-sgquare analysis was also
usedtoinvestigatewhether scaeitemsare
independent or homogenous (i.edoesan
absenceof intrindcmotivationindicatethe
presence of extrinsic motivation or
amativation?)

Teachers instructional style to meet
student’ sneeds

SDT researchers arrogated that three
types of instructional styles should be
adopted in classrooms. First, autonomy
support is necessary to satisfy the need
for autonomy, the opposite meaning of a
controllingstyle. Thisstyleamsto promote
Sudentsinner motivationa resources, such
as their interests and values, by using
practices such as allowing choice,
spending the time to communi cate with
students, offering encouragements, and
providing rationaes (Reeve, 2002; Reeve
& Jang, 2006). Second, the structure
meets students need for competence, this
style involves three representative
behaviors. presenting clear expectations
and directions to students, providing
guidance when studentsneed help, and
offering informative feedback (Jang,

Reeve, & Deci, 2010; Reeve, 2006). Last,
involvementisimportant to satify theneed
for relatedness. Involvementisconcerned
with socid andinterpersonal relaionships
with others such as between studentsand
teachers. Thisstyleentail stheexpression
of affection and cares to students, and
teachersdedication to timeand interests
of their students (Skinner &

Belmont,1993). Structure meetsstudents
need for competence. It refers to the

amount of timeand quality of information
that studentsreceivein order to achieve
the expected outcomes (Jang et
al.,2010;Reeve,2006).

Rdation between teacher s motivation
and student motivation

Whenteachersareintrinscaly motivated
for teaching, students also report high
intringcmotivationforlearning (Lametd.,
2009). Furthermore, students who are
taught by not only intrinsically motivated
teachers, but dsointrinsically motivated
peerswho play aroleasteachersarelikely
to have greater interests and engaged
behaviors in the given tasks ( Radel,
Sarrazin, Legrain, & Wild, 2010). The
moativation of thepersonteaching postively
affectsthemotivation of learners, namely,
“social contagion of motivation” exists
(Radd et dl., 2010, p.578). Eventhough
the mgjority of studies show that the
rel ations between teachersand students
motivation are pogitive, thisconclusonis
not unequivocal.

Under standing M otivation factorsin
higher education

For higher education organi zations, they
can useanaysisof student survival rates
to better understand which factors
contributetosurviving until graduation. The
school can better investigate the
relationship with high school GPAS, SAT
scores, majors, Ssocio-economic
backgrounds, lower division gradesand
soforth to understand which factorshelp
to promotestudent success. Lainsoninhis
thesis examined whether any changes
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occur based on students progresstowards
their graduation. He used a framework
based upon “ Herzberg's two-factor

theory (1959)” ,and an “ expanded moddl”

developed by DeShields, Kara, and
Kaynak (2005), Lainson conducted a
survey where he collected 535 students
datafrom 3 different universitiesout of

which 1 is public state university in
southern California and other two are
privateliberal art universities. Lainson
tested” maintenance and motivation
factors against dependent variables
and assessed segmentation by class
standing . Results of Lainson findings
support that studentsdissatisfactionraises
asheiscoming closer to graduation and
hismotivation levelsaredeclining year by
year. “ Akey exceptionisthat a student’s
motivation to finish a degree was not
diminished, regardlessof dissatisfaction
or lack of motivation in other areas “.
Lainson mentioned that they are” three
key areasof dissatisfactionemerged: “ 1.
expectations, 2. learning practical skills
and 3.value”. Dissatisfied students are
morelikely to drop out from education or
they may transfer to another college.

Lainson’s Objectiveistoevauatefactors
that contributeto satisfaction and retention
by building upon student satisfaction and
retention model (SSRM) developed by
Keveaney and Young (1997).Buildingon
both K eaveney and Young'sSSRM mode

(1997) and Deshieldset al .study (2005),

this study introduces a new Student
Maintenance and Motivation Model for
Satisfaction (SMMMS).This model

includestheoriginal extrinscfactorsin
SSRM and addsseverd additiond intringc
factors to align more closely to the
methodology of Herzberg's two-factor
theory. Thismodel wasthen appliedtoa
study of college students, looking
specificaly at levelsof satisfaction across
academic years. Evidence of student’s
academic year standing affecting
satidfaction beginswiththefirst year of their
college life. * The Cooperative
Institutional Research Program, run by
theHigher Education Research Institute
at the University of California at Los
Angeles, annually surveys more than
400,000 incoming freshmen “. Survey
data showed that student satisfactionis
influenced by students prediction of
satisfaction. Most influential isstudents
post- enrollment. The survey found that
themost powerful predictor of satisfaction
was a “sense of belonging”. “ Sudents
who felt connected to campus life were
more likely to be satisfied with their
choice of college” (Lainson,2014). In
addition, Interaction of faculty members
with studentshasimproved studentslevel
of satisfaction and also sense of
bel ongingness. Surveysa so showed that
“ studentswho indicated making money
was a critical reason to attend college
were shown to be dightly less likely to
report satisfaction than students
indicating other reasons, such as
gaining an appreciation for ideas “
(Hoover 2010;Lainson 2014). Lainson
study explored the correl ation between
maintenance and motivation factors,
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studentsclassstanding and retention. The
study used a correlational approach to
examine quantitative data collected by
surveying 535 undergraduate students of
three southern Californiaschools. This
study analyzed datausing convenience
sampling on student perceptions of
mai ntenance and motivation factors. Thel
research question of thestudy isasfollows:
“ What is the relationship between
students class standing and their level
of satisfaction and motivation? “. The
researcher focused on ahypothesisthat
establishesthelink between classstanding
and motivation and hygiene factors. A
student ismore likely to persist if he or
she is close to graduating. From the
interpretationsof thestudy it wasclear that
Seniorswerelessmotivated to study hard,
achievegood academic grades, toobtain
knowledge from attending classes, and
todevelop socid relationshipswith other
students. Seniorswereasomorelikdy to
befrustrated by university policiesand
procedures. Herzberg never measured
how likely aperson wasto fed motivated
towork under the condition of “working
tosurvive, “regardliessof theemployer; he
only examined if and how motivation
occurred within the context of the
employer. Providing atreat or, asHerzberg
says, “kicking the dog” is simply
Incentivizing therecipient to move, not to
be motivated (Herzberg,1987). This
reality is why pay/compensation has
remained amaintenancefactor and not a
motivator, eventhoughthispoint remains
contentiousfor many criticsof Herzberg.

Increase in dissatisfaction of senior
students will decrease their motivation
which affectstheir academic achievements
and performance in placement drives,
which enforcesthemto dowly disconnect
themfrom collegereated activitiesandin
futurea sothisgap will remain and they
will not ettend for dumni meets Disstidfied
seniorsmay not only fed trapped, but may
also “ become punitive-not through
leaving, but in attitude and actions
related to alumni issues, future
recommendations and negatively
perceived brand awareness*. In essence
these studentsarecrying “ Help! I'ma
senior. Get me out of here,” with an
increasad Sngular mativation tofinisheven
asthey are disconnecting motivationaly
fromtheuniverdty family with potentialy
negative, long-term consequences.

Assessing Student Motivation using
Expectancy Valuetheory

Expectancy valuetheory wasused asan
assessment tool for knowing students
sentiment towardssugtainableengineering.
Assessing students' motivationto engage
in sustainable engineering wasthefirst
effort to measure engineering students
attitudestoward SE using thethree sub-
scales of expectancy value theory and
ng correlationsin these attributes
with students' participation in various
learning experiences to measure
engineering students’ attitudestoward SE
using thethree sub-scal es of expectancy
vauetheory and ng correlationsin
theseattributeswith sudents participation
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in various learning experiences.(
McCormick et a 2013).Many researchers
have addressed the point of quality
teaching inhigher education. Inmarketing
qudity of product isawaysmeasured with
the help of customer satisfaction, inthe
same way management of educational
ingtitutions should treat their studentsas
customers as they are the main stake
holders Bensimon (1995). Ames and
Archer (1988) found that classroom
climatewill haveanimpact onmativationd
varigblesandif sudentsareconnected with
classroom climate they will show long
terminvolvement inlearning. Autonomous
motivation of thestudentshavean impact
on producing desirable outcomes
.Fordham findings support that apositive
relation exists between student’sintrinsic
motivation and their knowledge of
curriculum (Dahl & Smimou,2011).
Pintrich (2003) underlined theimportance
of scientific oriented research on student
motivation. Pintrich in his research
attempted to find out about expectations
of gudentsfromtheclassroom, i.ewhat is
the main aspect which motivates student
to cometo classroom, arethey aware of
their own motivational factor ? he also
studied the how motivation leads to
cognition (Dahl & Smimou,2011). Leper
and Corpus(2005) studied theassociation
between age of a student and their
motivational orientationswith thehelp of
their academic outcomes. Leper and
Corpus also supports that decline in
intring c motivation asone becomesolder
inage and extrinsc motivation increases

as one becomes older there by he
concluded that “intrinsc motivation has
a positive correlation with the
academic outcome” (Dahl &
Smimou,2011). Darren and Kamal
specifically worked on student’s
perception on teaching quality and he
stresses on the point that student will
percept positively on teaching quality of
hisingructorsonly whenthey havepostive
opinion on educational institution.
Student’soutcome dependsonthequality
of education provided by theinditutionand
themogt important factor istheir motivation
itself (Dahl & Smimou, 2011). Bean and
Metzner (1985) mentioned that students
achieving high gradesmay drop out from
collegeif they have passed through low
levelsof utility, satisfactionand highlevels
of stress.

Sudent Motivation in Engineering
Courses

Attrition of studentsisoneof theraising
problemin educationa ingtitutionsduring
thefirst twoyears. Attrition of studentsin
undergraduatelevel ishighwhenthey are
in first two years ( Suresh,2006;
Vogt,2008; Mamaril & Usher,2013).
Classroom Strengthin servicecoursesare
large generally more compared to other
courses. Studentsin these classes have
pointed out that likened with other classes
have courseloadto agreater extent and
they do not havefundamental interaction
with educators (Suresh,2006; Mamaril &
Usher,2013). Research on Student
motivation in engineering courseshelps
instructors to better understand the
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relationship between student academic
outcomes and their aim to persist in
engineering (Mamaril & Usher,2013).
Mamaril and Usher have found the
relationship between constructs of
motivation like self efficacy, task value,
achievement goalsto achievement and
perd stenceus ng measuresproviding clear
activitiesand tasksinengineering. Mamaril
examined sudentsenginesring df efficacy,
he proposed that “student’s continued
matriculation in engineering programs
may bedue (in part) to their self-efficacy
- the belief they hold about their
capabilities’. “social cognitivetheoryis
based on the view that per sonal factors,
behavioral factors, and environmental

factors are interconnected and affect
oneanother” (Bandura,1997). Bandura's
research showed that the individua sbelief
ontheir own capabilitiestoachievedesred
outcomesactsasaprimary motivator in
various situations of once life. “ Self-
efficacy helps determine the amount of
effort people exert in an activity, and
their persistence and resilience in the
face of adversity” (Pajares,1996).
Studentswho haveinterest in engineering
and who have believe on their own
capabilitiesaremotivated to completethe
task with more efficiency
(Bandura,1997).Table 1 shows the
examplesof itemsused by Mamaril and
Usherinthelr survey.

Table1 SELF-EFFICACY SCALEAND EXAMPLES (Mamaril & Usher,2013)

Scae

Example

Genera engineering self-efficacy

| can complete my course work if |
do not quit (Mamaril & Usher,2013)

Engineering skills self-efficacy

| can invent new designs

Mamaril and Usher examined the
association between self-efficacy and
academic achievement using student’s
academicachievementsobtainedinservice
courses. Academic persistence and
professional persistencewere measured.
Researchfindingssupport thet self-efficacy
and academic achievement arepositively
related. Mamaril used Independent-
samples t tests to test the significance
between gender and self-efficacy, his
findingssupport that gender differencesand
engineering skills self-efficacy are
significant. Men scored much higher in

engineering self-efficacy and M SE self-
efficacy engineering compared to women.
So, s f-efficacy inengineeringisdifferent
for men and women (Vogt, Hocevar,
Hagedorn,2007; Jones, Paretti, Hein,
Knott,2010;Mamaril 2013 ).Research
findings proved that “women seem to
report a lack of self-efficacy related to
specific areas of skill, knowledge, or
ability” (Baker, Krause, Yaser, Roberts,
Kurpius, 2007; Mamaril 2013). Mamaril’s
and Usher’s findings support that who
have better engineering self-efficacy have
performed better in their academics.
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Non-Traditional College Student
Motivation and Success

Tales of unaccomplished dreamsin the
formof unfinished college degreesabound.
These stories are rampant among
nontraditional students who typically
experience higher attrition rates from
collegewhen compared totheir traditional
counterparts (National Center for
Education Statistics, NCES, 2002;
Obade,2013). Horn defined Non-
traditional studentsas*® undergraduates
who have at least one or more of the
following characteristics: delayed
college enrollment after graduating
high school, working full time while
enrolled, financially independent,
attend college part-time, have
dependents, obtained a general
education development certificate
(GED) rather than a standard high
school diploma, or single parenthood”
(Obade, 2013). University students who
are older than 24 years and who is
pursuing hisgraduation and whosemarital
statusismarried are also called asnon-
traditional students (Kasworm & Pike,
1994; Obade,2013), hencethey are often
also called adult learners (Merriam,
Caffarella, & Baumgartner, 2007; Obade,
2013). Non-traditional students are
distinct fromtraditiona studentshasthey
might have negative pressures of life
(Levin,2007;0bade,2013). These students
areentering post secondary institutions
with aheavier role burden based on their
‘adult’ life experiencesthan traditional
students and thus have different sets of

needs. Perhgpsthemost distinctivefesture
of non-traditional students is that they
simultaneously combine their college
education with other sgnificantrole, such
as caring for dependents and full time
employment (Deutsch &
Schmertz,2011;0bade, 2013).1n fact,
non-traditiona students, when compared
totraditiona students, aretwiceaslikey
toleave collegewithout earning adegree
(NCES,2002; NCES,2011; Radford,
Berkner,Weeless, & Sepherd,2010;
Obade,2013). Within afiveyear period,
among the non-traditional studentswho
had enrolled to obtain abachelor’sdegree
(rather than certificates), only 31 % had
earned onedfter fiveyears, compared with
54% of traditiona students(NCES,2002).
Obade mentioned that it isessential that
higher education stake holders should
promotethefactorswhichareessentid for
students success in college. Student
motivation has gained prominenceasa
viable explanation for student college
success (Robbinset a.,2004),yet studies
of non-traditional studentsmotivationare
[imited(Obade,2013). Obade examined
the role of achievement motivation in
predicting non-traditiona student success
using the “expectancy -value theory of
achievement motivation” (Ecclesetdl.,
1983) and achievement goals theory
(Dweck, 1986; Magehr, 1989; Nicholls,
1984). Better understanding of the
achievement motivation factors of non-
traditiona studentswill enablecollegesto
respond to the needs of these students
more appropriately and help them



Motivational factors and it'simpact on students’ performance ....

| 113

succeed. Bean and Metzner argued that
“although environmental variables
(e.g., hours of employment, family
respons bilities) and academic variables
(e.g., GPA) are both important,
environmental factors supersede
academic outcomes when it comes to
influencing non-traditional students
intent to leave or stay in college”. Obade
considered three motivational factors
namely balance self-efficacy, subjective
task value, and achievement goals are
included as mediators between non-
traditional student status and college
SUCCESS OULCOMES.

Academic Motivation Scale to
M easur e Self-deter mination

Academic Motivation Scale(AMYS)isan
instrument used to measure self -
determination. Salf-determination theory
describes three levels of academic
motivation- that areintrinsc motivation,
extrinsic motivation and amotivation.
AMSinstrument hasbeen usedrdiably to
study and measure motivation levelsin
students at different levels.” Self-
determination theory identifies two
causes of desire to study; the need for
recognition, praise and/or money
(extrinsic motivation) and the need to
fulfil and interest (intrinsic motivation)
“ (Deci et.al,1991).Students who are
intring cally motivated show gregter interest
towardslearning anditisknown asdeep
learning style. Students who are
extrinsically motivated does not show
much interest towardslearning compared

tointringcaly motivated sudentsasthese
students are referred as ‘surface
learners’. Rowe (2001) found that first
year engineering sudentsareextringcaly
motivated to do engineering and their
academic success is through surface
learning style. The students who are
intring caly motivated areindependent and
they follow the approach of self-
developmental learning. Course
Curriculumsof the universitiesshould be
in such a way that courses must be
designed which promotesinterest towards
learning. Savageand Birch haverecorded
aquantifier of student motivation before
entering the department by designing a
questionnaireand conducted apilot study,
researcher also wused informal
conversations, and after collectingthedata
asessment was done based on the student
responses. Students who state their
responsesin generic termsare awarded
‘1, Examplesof recorded statementsare
“1 havebeen interested in electronics
since an early age” ,“1 would like
to study electronics because| feel itis
a fast moving industry” . A student’s
statement would be awarded a rating
of “2” if students have quoted an
exampleintheir responses it will givean
appropriate idea about student’s
knowledge. Thestatementsfor whichit
canbeawardedas “2" are “| have
been learning Cand C++” & “| have
built some digital electronic projects’.
Responsescan beawarded as 3if interest
Is provided with an evidence which
supportstheir response.
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The rating was done based on their
responsesit is decided based on which
gatement got highest rating , 15 statements
were assessed twice, thereistime gap of
morethan 6 monthsfor thefirst assessment
and second assessment. Thesimilar kind
of assessment was done for the second
time, during the second assessment also
students rated the personal statements
exactly the same. From findingsit was
evident that sudentsunderstood theva ue
of own learning and still they expect
someone to guide them in a proper
direction so that they can achieve the
desired results. Savage and Birch found
that students are not confident in class
roomdiscussions, Seven questionsfrom
the questionnaire found responses are
varied with the student’syear of sudy that
is student from first year responded
differently and student from 2nd year
responded differently. Informal
conversations with first year students
revealed that if students have option to
choosethelr dectivesfor coursework they
would achievebetter results, thisenhances
their motivation. Fromthe datacollected
it was evident that “ no significant
differencesin motivation level sbetween
thedifferent yearsof study”.Savageand
Birch found that motivation and student
performancearenct corrdated. Interesting
findingsarethough sudentsareintringcaly
motivated beforejoining theingtitution, as
ingtitution has not given opportunity for
choosing their subjects based on their
interest it ruined their interest of deep
learning stylewhich negatively affected

their performance. “ However, the
pre-University motivation rating was
uncorrelated with the response to the
extringc motivation questions (Pearson
correlation coefficient of 0.072) and
was only correlated with the response
to theintringc motivation questions with
a coefficient of 0.13. This gives indicates
that the personal statement may not be
a very accurate instrument in assessing
sudentsfor admission to the department.
“ ( Savage & Birch, 2008 ).Personal
satementsmay not helptoinfer student’s
motivation. Riderer (2015) thesiswork
examined therelationship between the
“levels of motivation as measured on a
continuum of self-determination of
science, technology, engineering and
mathematics students at sub-urban,
single campus community in los-
angels’. The study inquired the
relationship between sudent’s motivation
leve , gender, ethnicity. Datawascollected
usingaAMS-C questionnaire, Thedata
was anayzed using statistical methods:
multiple linear regression, pearson-
correlation, independent samplet-test and
MANOVA. Itisevident fromtheanalysis
that “ gender and ethnicity are predictors
for several of the self-determination
motivation continuunm'slevels but none
of the motivation levels are predictors
of the overall academic success of
community college STEM students”
(Riderer, 2015). Motivation levels of
studentsand their academic gradesarenot
significant .” Sgnificant differences
between motivational levels across
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genders and ethnicities were
discovered” (Riderer, 2015). Female
students scored high in both extrinsic
motivation and intrinsic motivation
comparedto maes. Teachersingructiona
practicessuch asfacilitating studentsand
counselling them have positive effect on
their motivation and outcomes. Thereisa
significant relation between teachers
motivation and students motivation.
Considering the significant relations
between teachersand studentsmotivation,
researchers have proposed that teachers
instructional styles may play arole as
mediators between teachersand students
motivation. The premise of SDT (Self
determination theory) isthat people are
active organisms who develop their
behaviors and goals, which mean that
peopleareintrinsically motivated to do
actions(Ahn). Within SDT, therearefive
sub-theories: “ Cognitive Evaluation
theory (CET), Organismic Integration
Theory (OIT),Causality Orientation
Theory (COT), Basic psychological
need theory (BPNT), and Goal Contents
theory (GCT)” (Deci & Ryan,1985; Deci
& Ryan ,2000). BPNT “addresses the
concept of human beings needs (i.e.,
autonomy , competence and
relatedness) at the psychological level
and how those needsrelate to intrinsic
motivation and psychological well-
being”. Cognitive Evaluation
Theory(CET) addresses intrinsic
motivation. “ Intrinsic motivation refers
to engaging in an activity for its own
sake “. People who have intrinsic

motivation aredoing an activity to attain
innate satisfaction fromtheactivity per se
(Ryan & Deci, 2000 a). Organismic
Integration Theory (OIT) isfocused on
extringcmotivation, “ whichisthe pursuit
of an activity to obtain outcomes
outside of theactivity”. For instance, The
principleof OIT isthat not al behaviors
areintringcaly motivated, but rather some
behaviorsaremotivated by interactingwith
environmental and contextud factors. SDT
researchersdivideextrindcmotivationinto
four types,spread d ong acontinuum from
most to least externally controlled; these
are “external regulation, introjected
regulation ,identified regulation , and
integrated regulation”. Furthermore,
some studies grouped external and
introjected regul ationstogether, labelling
it as non-autonomous ( or controlled )
extrinsic motivation; the first level is
external regulation, where behavior is
guided by externa control. At thislevel,
thereasonwhy people behaveistoobtain
rewards or avoid punishment. Such
regulationsoccursinthemast controlling
context and peopl€'s interests are not
regarded. The second level, introjected
regulation ,isstill controlling but lessthan
external regulation. People engage in
activitiesbecausethey either wanttoavoid
thefedling of guilt or attain thefeeling of
goprovd. Becausefeding guilt or approva
isderived fromthefeding of pressure, this
introjected regulation is barely
autonomous( Ryan & Deci,2000 a).
Identified regulationislesscontrallingand
moreautonomousthanthepreviousleve.
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According to this regulation, people
perform acts when they think they are
vauableor important to achievether gods
(Ryan & Deci,2000a).Thus, identified
regulationissomewhat closetointrinsic
motivation, even though the personal
importanceisnot fromintrinsc va ue but
fromutility value (Eccles,2005). Thelast
level of extringc motivationisintegrated
regulation, whichisthemost autonomous
andtheleast controllingform. Atthislevd,
people engage in activities because the
activitieshavebeenincorporatedinto their
senseof sdif. Integrated regulationisvery
gmilar tointrindc motivation becausethe
causeof behaviorsisfromanindividua’s
internal need. self-determination theory
has defined five detailed types of
motivationintringc, integrated, identified,
introjected, and externd motivation, these
5 areclubbed into two major categories
of motivation named as autonomousand
controlled motivation (e.g., Ryan &
Deci,2000a;Vallerand,1997).
Autonomousmotivationisasumof intrindc
motivation, integrated motivation and
identified regulation. Controlled motivation
consists of introjected and external
regulation. BPNT elaborates that if
teachers satisfy students basic
psychological needs, students are
intringcally motivated for learning (Dedi &
Ryan,2000; Ryan , 1995).

Research Gap

1. Sudieshavelargdy focusedonintrindc
motivation, but not on extrinsic
motivation.

2. Study mentioned that dissatisfaction
occursto astudent and hismotivation
levelsdecrease asheor sheiscloseto
graduation but why these changes
occur are not identified properly.

3. No single set of factors can fully
account for why some studentsfail in
college and why others succeed.

4. Thereisalimited research on student
motivation.

ThelmplicationfromReview of Literature

1. Universitiesarefocusngonrecruiting
and marketing efforts, Universtiesmust
implement strategies to prevent
dissatisfaction and to improve
motivation.

2. Increase in dissatisfaction of senior
sudentsaffectsthe r relationshipswith
aumni and participatein futureevents.

3. Collegesand Universitiesmay needto
recons der how they monitor, measure,
and manage student/ customer
relationships.

Conclusion and Suggestion

As the paper is a review paper the
research datawhich supportsthefindings
aremissing. Theauthor triesto examine
thefindingspracticaly infutureresearch.
TheLiteratureontheextrinsgc motivation
of sudentsisvery limited. Researcherscan
focusonthisareawhichischallenging and
which brings productivity to universities.
The research on Students should be an
interesting areafor young researchersin
indiabut unfortunately, the paperswhich



Motivational factors and it'simpact on students’ performance ....

| 117

brings support to studentsin the Indian
context aremissing.
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ABSTRACT

The present paper analyses the association between global crude oil price,
exchangerrate, inflation and stock market in Indian economic scenario. The paper
employs Vector Auto Regression Model on monthly data from April 2001 to March
2017. Themonthly data has been sour ced from official website of Energy Information
Agency (EIA), Reserve Bank of India (RBI) and Bombay Stock Exchange (BSE).
The analysis reveal s the variables being integrated of Order | (1) and negatesthe
possible existence of long run relationship among them. The analysis shows the
negative relationship between stock index and inflation and positive association
with exchange rate and WTI crude oil price. The paper also indicatestheindicates
the WTI crude oil price increase cause increase in inflation and exchange rate
depreciation. Although theincreasein WTI crude oil price hasafavourableimpact
on BSE Index, the paper necessitates the need of decrease in reliance upon crude
oil price so asto curb the increase in inflation and exchange rate depreciation.
The policymakers need to devise policies to keep control on the increase in
inflation and conserve the foreign exchange.

Keywords: WTI, Inflation, Exchange Rate, Vector Auto Regression Model.

INTRODUCTION

Oil hasawaysbeen termed asone of the
key essential commoditiesin the global
economy. Crude oil has always been
considered to play a crucial role in
economic activitiesat agloba level asa

whole. Theail pricefluctuationshavea
capability of bringinginaparadigmshiftin
policies at macroeconomic level and
decisionsat microeconomic level of any
nationasawhole.
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Owingtokey roleof ail pricefluctuations
In any economy, many researchershave
examined theinteraction between global
crude oil price and different
macroeconomic variables like GDP,
Foreign Exchange Reserve, Stock Market
Fuctuation, Ratio of Export to Import to
name a few. However, the outcome of
studieshasvaried accordingto variations
in the assumptions, research methods,
variables, frequency of dataetc. adopted
by different researchers.

The present paper endeavoursto analyse
therelationship between global crudeail
price, inflation, exchange rate and stock
returns in India., one of the mgor ail
importing country notonly inAsia, butin
theworld. The paper employsVector Auto
Regression Approach toinvestigate the
rel ationship between thegiven variables.
The variables stationarity is tested by
employing, Augmented Dickey Fuller Test
and Phillips-Perron Test. Akaike
Information Criterion is taken as the
parameter to estimate the appropriatelag
order for the Vector Auto Regression
Approach. The present paper intendsto
contributetoexigting literatureby andysng
therdationship betweenthegivenvariables
in India, for which there is a dearth of
Sudies.

Literature Review

A number of researchershave endeavored
to examinetheinfluence of global crude
oil price shocks on macroeconomic
variables of not only developed or ail
exporting countries, but alsoin emerging

and mgor oil importing nationstoo. Arinze
(2011) when applied simpleregression
andyssonthevariables, observed pogtive
relationship betweenglobd crudeail price
and inflation represented by Consumer
Price Index. Le Blanc and Chin (2004)
whileestimating theinfluence of oil price
fluctuationsoninflationinU.S,, Japanand
select European countriesby employing
Augmented Phillips Curve Parameter
Egtimatesfound minimd effect of ail price
fluctuationsoninflationineconomiesunder
study. While comparing the same, the
authors observed oil price having large
impact oninflation in European countries
under study ascomparedto that of United
States. Roger (2005) highlighted the short
run significanceof oil pricein European
countriesby anadysingtheshort runtrade-
off between GDP and inflation in the
countries under study. In small open
economies like Ireland, Bermingham
(2008) dso observed thesgnificant impact
of oil price on inflation. For Euro area,
Jacquinot et.al. (2009) aso recognised ail
price changeasoneof themgor factor in
estimating short runinflation. Similarly
Castilloet.al. asofoundincreasein oil
priceleave causnghigher leve inflation.

Cologni and Monera (2008) in most of
the G-7 countries observed significant
impact of oil priceoninflation and output
growth. Theauthorsobserved increasein
oil pricecausingincreaseininflation and
decreaseinoutput growth. InRussia, while
examining theinfluence of oil priceand
monetary shockson thenation’seconomy,
[to (2008), found 1% increaseinail price
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causing 0.25% increaseinrea GDPand
0.36% increasein inflation. In Taiwan,
while applying ARDL Model with
Augmented PhillipsCurveonthedatafrom
January, 1982 to December, 2010, Chou
and Tseng (2011) observed ail pricehaving
ggnificantimpact oninflationinlongterm.
However in short term, the effect was
inggnificant. By usng smpleregression,
Ali and Ramzan (2012), examined the
effectsof ail priceonfood sector pricesin
Pakistan. In their study, the authors
observed, positiverel ationship between
crudeoil priceandinflationinfood prices.
In Nigeria, When Phillip and Akintoye
(2006) applied Vector Auto Regression
Model on the data from year 1970 to
2003, did not observe any noteworthy
influence of oil prices on output and
inflation. However the authors observed
sgnificant influenceof ail priceshockson
exchangerate.

In Vietnam prior to year 1999, Nguyen
and Selichi (2007) observed bidirectional
causality betweenredl effectiveexchange
rateand inflation level. Theauthorsal so
observed existence of similar strong
relationship betweenthegivenvariablesin
other ASEAN nations like Malaysia,
Singapore, Thailand and China. Arieet.
al. (2010) also observed bidirectional
causality between inflation and nominal
exchangerate.

Whileanaysing therel ationship between
oil priceandindudtria production, Cunado
and Prez De Garcia(2003) observed index
of industrid production having significant

influenceonail pricechange. Theinfluence
of Industrial production on oil price
volatility wasa so proved in theworks of
Serlettis and Shahmoradi (2005) and
Ewing and Thompson (2007).

Whileanaysing theinfluenceof oil price
shocks on international stock markets,
Jonesand Kaul (1996) postulated that in
ost war period, the reaction of US and
Canadian stock pricesto oil price shocks
can beentirely accounted for by theimpact
of ail price shocks on real cash flows
alone. By employing Vector Auto
Regression Modd to examineto examine
theinfluenceof ail pricevolatility onrea
stock returns, Perry Sadorsky (1999)
significant influence of il price on stock
returns. When Cong et.al. (2008)
employed Multivariate Vector Auto
Regression to analyse the rel ationships
between ol price shocksand ChinaStock
mearkets, theauthor did not find sgnificant
impact of theindependent variablesonthe
real stock returns of most of the stock
indices except manufacturing index and
someoil companies. Smilarly Driesprong
et.a (2008) d so observedrising oil prices
causing sgnificant lowering of futurestock
returns of devel oped economies.

Abedeyi et.d. (2012) whileestimating the
impact of oil price shocksand exchange
rates on real stock returns in Nigeria
observed negative effects of oil price
shocksonthestock returns. Whileagpplying
Granger Causality test, the authors
observed unidirectiona causdity running
fromoail priceshocksto stock returnsand
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from stock returns to oil price shocks.
Korhonen et.al. (2009) postulated that in
inoil dependent OPEC Countrieshigher
oil price lead to appreciation of real
exchangeratewith elasticity of thesame
with respect to ail pricetypicaly ranging
between 0.4and 0.5. Similarly in Turkey
Ortuk et.d. (2008) found internationd oil
price Granger causing the USD/YTL
exchangerate.

The present paper intendsto extend the
existing literature by analysing the
combined interaction between globd crude
oil price, exchangerate, inflation and sock
market behaviour in Indian economic
scenario.

Research M ethodology:
Data:

To analysethe dynamicsof relationship
between the given variables, themonthly
datafor the period April 2001 to March
2017, for BSE Stock Index, Consumer
Price Index (CPl) as proxy variablefor
Inflation in India, Exchange Rate and
Global CrudeQil Priceiscollected. The
data for Global Crude Oil Price
represented by WTI Crude is obtained
fromofficid websteof Energy Information
Agency. Thehigtorica datafor BSE Stock
Index isobtained from official website of
Bombay Stock Exchange. The datafor
Consumer PriceIndex and Exchangerate
isobtained fromofficid websteof Reserve
Bank of India.

Unit Root Test:

To ascertain datastationarity Augmented
Dickey Fuller Test and Phillips Peron Test

are employed. Before proceeding to
analysis of data Unit Root Test is
imperative so asto avoid the problem of
spuriousregresson. Theprocessfollowed
for testing theunit root inagiven sample
canbeexplained asfollows.

The Augmented Dickey Fuller Test the
modified version of Dickey Fuller Test
comprises of 3 models which can be
employed for obtaining required Satistics
AY, = ag + art + &y, 4 + ZEoy B (AY),_ + U,
Equation 1

ﬂ.rl"'r =ty + Ha ¥ + 25:1 bs[ﬂ'yjr—s + Ur
Equation 2

AY, =a,y, 4 + 25:1 b, (AY), .+ U,
Equation3

¥, denotesthe variablesto betested for
stationarity and AY, = ¥, —
thetimetrend.

The ADF test adds the lagged terms of
dependent variable in the regression
equation to take care of deterministic part
of higher order correlation.

Phillips Perron (P-P) Test is a non-
parametric approach which controlsthe
serial correlation whiletesting the Unit
Root. The method estimates the non-
augmented Dickey Fuller Test Equationas
follows

AY, =y, _; + X d+ &,

Equation4

Where X, is optional exogeneous
regressor which may consistsof constant
or aconstant and trend.

¥._q,tis
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ThePhillipsPerron (P-P) Test controlsthe
serid correlation and heteroskedagticity in
error termsof regresson by modifyingthe
t-gatistics of e coefficients.

Johanssen Cointegration Test:

Thepreconditionfor application of Vector
Auto Regression Model is absence of
cointegration or long run relationship
betweenthegivenvariables. Thereshould
not be any cointegration among the
dationary variablesof order | (1). Thetwo
non-stationary series are said to be co-
integrated if thereexistsastationarity in
linear combination betweenthemor there
existsalong runequilibriumrelationship
between the given variables. The
Johanssen’s Co Integration approach
developed by Johanssen and Juesilius
(1990) isemployed to cal cul ate the co-
integrating regressions and ascertain the
long run equilibrium relationship between
thegivenvariables.

The Johanssen Cointegration framework
employs the maximum likelihood
procedureto ascertain the presence of co-
integrating vectorsin non-stationary time
seriesasVector Auto Regression (VAR)

AZ, =c+ XX rAZ, _ + T Z._, +mn,

(Equation 5)

Z, isavector of non- gationary (loglevel)

variablesand Cistermed asconstant term.
Theinformation on the coefficient matrix

between thelevelsof ITisdecomposed as
[T=e{#, wherethe relevant elements, the

matrix are termed to be adjustment
coefficients and matrix consists of co
integrating vectors.

The Johanssen’s Cointegration approach
employs two test statistics i.e. Trace
Statistics () and maximum Eigen value
statistic () to determine the number of co
integrating vectors (Brooks, 2008). The
test statisticsi.e. and canbeexpressed
asfollows.

g

Z In(1 - 4,

i=r+1

and 2w (rr+1) = ~TIn(1-4.,) (Equation 7)

Where r is expressed as number of co
integrating vectorsunder null hypothesisand
istheestimated va uefor the ordered Eigen
value from the matrix. The different co
integrating vectorstermed asEigenVectors
will beassociated with EigenVadue.

Thetest statisticsarethen compared with
their respective critical values given
Johanssen and Juleius (1990). If thetest
statisticsaregreater than their respective
critical values, then reject the null
hypothesisthat therearer cointegrating
vectorsinfavour of alternativethat there
arer+1 (for and morethanr (for

3.3 ector Auto Regression Mode!:

TheVector Auto Regression Mode swere
introduced and popularised by Shimsin
the year 1980. These models are the
system of regression models and are
termed to be intermediate between
univariate time series models and
simultaneous equation models. Theterm
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autoregressive in the VAR Models is
attributed to the presence of lagged vaues
of the dependent variable and the term
vector isdueto the vector of two or more
variables.

TheVAR modd sdepictingtherdationship
between the given variablesunder study
may be specified asfollows:

InBSEr = ay + Z a1InBSE,_; + Z apInCPI,_; + Z aznExR,_; + Z azlnwti,_; +

i=1 i=1

i=1 i=1
(Equation 8)

n

InBSEr = ay + Z aInBSE,_; + Z aInCPl,_; + z azlnExR,_; + Z aslnwti,_; + u,

=1 (Equation 9)

n n n n
InBSEr = ag + Z a1InBSE,_; + Z aInCPI,_; + Z azInExR,_; + Z azlnwti,_; + p;

i=1 i=1

= ! (Equation 10)

n

InBSEr = ag + Z aInBSE,_; + Z apInCPI,_; + Z azInExR,_; + Z aslnwti,_; + pu;

i=1

Where: INBSE = natura logarithm of BSE
stock index

INCPI = natural logarithm of Consumer
Priceindex proxy variablefor inflation.
INEXR = natural logarithm of Exchange
RateVariable.

Inwti= natural logarithm of WTI, proxy
variablefor crudeoil price.

T=Current Time

a, B, y and o are the parameters of
explanatory variables.

Empirical Findings.

Unit Root Tests: Asobserved from Table
1, presenting the results of Augmented

=1 (Equation11)

Dickey Fuller (ADF) Test statisticsand
Phillips Perron (P-P) Test statistics,
conducted for the presence of Unit Root,
thevariablesunder sudy areintegrated of
Order (1) and show stationarity at first
order differenceof thevariable.
However, Inflation represented by
Consumer Price Index did not show
stationarity at first order difference
according to Augmented Dickey Fuller
Test, but satiSfied the stationarity condition
according to PhillipsPerron Test.

Level 1(0) First Order Difference I(1)
Variables ADF Statistic | PP Statistic | ADF Statistic | PP Statistic
BSE Index (LBSE) -1.62 -1.92 -12.50 -12.57
Exchange Rate (LEXC) -1.75 -1.81 -12.54 -12.51
Inflation (LInf) -1.85 -1.72 -1.03 -10.37
Crude il (LWTI) -2.11 -1.99 -9.82 -9.70

Table 1: Unit Root Test Satistics of the Variables
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To ascertain the presence of any long run relationship among the given variables,
Johanssen Cointegration test is conducted. Theresults of the test are presentedin

Table2 and Table 3.
Hypothesi zed Trace 0.05 Critical
No of CE(S) Eigenvalue Statistic Value Prob.**
None 0.079495 33.7054 47.85613 0.518
At most 1 0.060901 18.21563 29.79707 0.5502
At most 2 0.032733 6.465511 15.49471 0.6405
At most 3 0.001294 0.242066 3.841466 0.6227
Table 2: Trace Test for Johanssen Cointegration Test
Hypothesized Max -Eigen | 0.05 Critical
No. of CE(9) Eigenvalue Statistic Vdue Prob.**
None 0.079495 15.48977 27.58434 0.7086
At most 1 0.060901 11.75012 21.13162 0.5725
At most 2 0.032733 6.223446 14.2646 0.5847
At most 3 0.001294 0.242066 3.841466 0.6227

Table 3: Maximum Eigen Value Statistics for Johanssen Cointegration Test

Theresultspresentedin Table2 and Table
3 confirms the absence of any
cointegration or long run relationship
amongthegivenvariablesunder gudy. The
outcomeof thecointegration test pavesfor
applying Vector Auto Regression Model
to analysetherel ationship between crude
oil price, inflation, exchangerateand sock
returnsinindia

VAR Lag Order Selection Criteria
Before application of Vector Auto
Regresson Modd, appropriatelag length
isrequiredto beestimated. Thelaglength
isestimateby applying lag order selection
criterialikeAkakeInformation Criterion
(AIC), Schwarz Information Criterion
(SIC) etc. Thelag order selection criteria
arepresentedin Table4.

Lag | LogL LR FPE AIC sic HQ

0 | 1522678 NA 7.28E-13 | -16.50758 | -16.52742* | -16.56914
1 | 1558.689 | 70.05286 | 5.85e-13* | -16.81627* | -16.46551 | -16.67409*
2 | 1565.857 | 13.63081 | 6.44E-13 | -16.71974 | -16.08837 | -16.46382
3 | 1577.821 | 22.22806 | 6.74E-13 | -16.67563 | -15.76365 | -16.30596
4 | 1580498 | 21.18478 | 7.07E-13 | -16.62839 | -15.43579 | -16.14497
5 | 1603.22 | 24.2946 | 7.26E-13 | -16.60349 | -15.13029 | -16.00633
6 | 1616.933 | 23.68044 | 7.47E-13 | -1657851 | -14.82469 | -15.8676

7 | 163391 | 2857358 7.42E-13 | -16.58919 | -14.55476 | -15.76453
8 | 1644.839 | 17.91496 | 7.88E-13 | -16.53375 | -14.21872 | -1559536

Table4: VAR Lag Order Selection Criteria
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According to Akaike Information
Criterion, Schwarz Information Criterion
and Future Prediction Error, the
appropriatelag length comesout tobe 1.
The appropriatelag length is estimated
from minimum values of employed
information criterion andthesameisto be
used inthemodd estimation.

Estimation from Vector Auto
Regression Model

After obtaining the appropriatelag length
fromlag order selection criteria, The VAR
mode isestimated fromthemonthly of the
variablesfromthe period, April, 2001 to
March 2017. The results of the VAR
model estimation arepresentedinTable5

LBSE LINFINDIA LEXCINDIA LWTI
LBSE(-1) 0.995509 -0.001106 -0.016002 0.037227
-0.02394 -0.00266 -0.00789 -0.03114
[ 41.5810] [-0.41565] [-2.02939] [ 1.19534]
LINFINDIA(-1) -0.028233 1.000601 0.059251 0.053787
-0.07567 -0.00841 -0.02492 -0.09843
[-0.37312] [ 118.977] [ 2.37758] [ 0.54647]
LEXCINDIA(-1) 0.067841 -0.003397 0.926143 -0.260026
-0.10272 -0.01142 -0.03383 -0.13362
[ 0.66046] [-0.29753] [ 27.3757] [-1.94605]
LWTI(-1) 0.002908 0.00484 0.002892 0.915248
-0.01948 -0.00216 -0.00641 -0.02534
[ 0.14930] [ 2.23574] [ 0.45077] [ 36.1254]
C -0.096696 0.006717 0.162067 0.773549
-0.26995 -0.03 -0.08891 -0.35116
[-0.35819] [ 0.22387] [ 1.82279] [ 2.20282]
R-sguared 0.991408 0.99955 0.980243 0.966446
Adj. R-squared 0.991223 0.99954 0.979818 0.965724
Sum sg. resids 0.833313 0.010295 0.090395 1.410083
S.E. equation 0.066934 0.00744 0.022045 0.087069
F-statistic 5365.444 103279.8 2307.049 1339.31
Log likelihood 247.9889 667.5954 460.1157 197.7564
Akaike AIC -2.544386 -6.938171 -4.765609 -2.018392
Schwarz SC -2.459248 -6.853033 -4.680471 -1.933254
Mean dependent 9.403295 4515188 3.915369 4.074259
S.D. dependent 0.714459 0.346983 0.155178 0.470296
Determinant resid
covariance (dof adj.) 6.02E-13
Determinant resid
covariance 5.42E-13
Log likelihood 1613.226
Akaike information
criterion -16.683
Schwarz criterion -16.34244

From the estimated results presented in
Table 5, R?of 0.9914 indicates 99% of
variation in BSE Index is explained by
explanatory variables. Theadjusted R?of

0.9912i.e. 99% indicatestherobustness
of explanatory variablesin explaining the
variationin BSE Index. Similarly, R*for
Exchange Rate, Inflation and Crude Oil
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Price of 0.9995, 0.98025 and 0.9664
respectively explains 99%, 98%, and 96%
variationsin the dependent variables by
explanatory variables. The adjusted R? of
99%, 97% and 96% showstherobustness
of explanatory variablesinexplainingthe
variationsininflation, exchangerateand
crudeoil pricerespectively. Tointerpret
theindividud parametersof thevariables,

Block F Test isemployed to analysethe
collective influence of the explanatory
variables

Block F- Test

The estimation from Block F Test is
presented in Table 6. TheLag exclusion
test pointstowardsthe parameters of al
lag 1 variablesbeing sgnificant aswell as
jointly sgnificant.

Chi-sguared test statistics for lag exclusion:

Numbersin [ ] are p-values

LBSE LINFINDIA | LEXCINDIA LWTI Joint
Lagl | 2146178 4131194 9228.197 5357.241 458878.1
[ 0.000000] | [0.000000] | [0.000000] | [0.000000] | [ 0.000000]
of 4 4 4 4 16

Table6: VAR Lag ExclusonWald Test

Granger Causality Test

The estimated resultsfrom the Granger
Causdity AnalysisispresentedinTable7.
From the estimated results it can be
observed that thereexistsaunidirectiona

causdity runningfromGrobd crudeail price
to inflation, Stock index and inflation to
exchangerate and from exchangerateto
global crudeoil price. Apart fromthereis
absenceof caudity amongtheres variables

Table7: Granger Causdlity Test of the Variables.

Dependent variable: LBSE
Excluded Chi-sq df Prob.
LINFINDIA 0.139222 1 0.7091
LEXCINDIA 0.436213 1 0.509
LWTI 0.022289 1 0.8813
All 0.954327 3 0.8123
Dependent variable: LINFINDIA
Excluded Chi-sq df Prob.
LBSE 0.172767 1 0.6777
LEXCINDIA 0.088525 1 0.7661
LWTI 4.998538 1 0.0254
All 13.694 3 0.0034
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1
Dependent variable: LEXCINDIA
Excluded Chi-5g af Prob.
LBSE 4.118432 1 0.0424
LINFINDIA 5.652864 1 0.0174
LWTI 0.203195 1 0.6522
All 10.22864 3 0.0167
Dependent variable: LWTI
Excluded Chi-5g af Prob.
LBSE 1.428849 1 0.232
LINFINDIA 0.298628 1 0.5847
LEXCINDIA 3.787104 1 0.0516
All 11.53597 3 0.0092

Impul se Response Function (IRF)

Thelmpulse Response Functionfor given
Vector Auto Regression Model for the
variablesispresentedin Figure 1. From
Impulse Response Graph it can be
observed that Stock Index to global crude
oil priceand exchangerate has remained

positivebut for inflation theresponse has
remained negative. The response of
exchange rate has remained positive to
impulsefrominflationand globa crudeail
price but negative to Stock index. The
Inflationary index initially remained
negative and then become positive to

Figure 1: Impul se Response Graph for Vector Auto Regression Model
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impulsefrom stock index and for exchange
ratetheresponseof inflationisinitially
positive and then becomesnegative. The
responseof inflationtoWTI crudeail price
hasremained positived| throughout. The
response of WTI Crude Oil Price

remained pogtivetoimpulsefrominflation
and Stock index but became negativeto
impulse from exchange rate. From the
impulseresponsegraphit can be observed
that the impulse responses have rarely
returned to equilibrium path.

Table 8: Variance Decomposition of the Variables

\ ariance Decomposition of LBSE:

Period S.E. LBSE LINFINDIA [LEXCINDIA [LWTI

1 0.066934 100 0 0 0

2 0.093908 09.98252 |6.49E-05 |0.016717 0.000694
3 0.114111 99.94491 |0.000176 |0.052687 0.002224
4 0.130742 99.89029 |0.000298 |0.10491 0.004502
5 0.14505 99.82142  10.000408 |0.170721 0.007453
6 0.157683 99.74074  10.000491  |0.247758 0.01101
7 0.169028 99.65041  |0.00054 0.333935 0.015117
8 0.179341 99.55231 |0.000555 |0.427413 0.019723
9 0.188799 99.4481 0.000541 |0.526574 0.024785
10 0.197535 99.33923 |0.000508 |0.630001 0.030264
Variance Decomposition of LINFINDIA:

Period S.E. LBSE LINFINDIA [LEXCINDIA [LWTI

1 0.00744 0.062354 [99.93765 [0 0

2 0.010551 0.051383 |99.78534  [0.010896 0.152383
3 0.012968 0.039073 |99.45054  [0.040325 0.47006
4 0.015037 0.029132  |98.96345 [0.091895 0.915527
5 0.01689 0.025711 |98.34939 [0.168181 1.456722
6 0.018594 0.033151 |97.6295 0.270732 2.06662
7 0.020191 0.055796 |96.82134  [0.400137 2.722728
8 0.021704 0.097844  |95.9395 0.556126 3.406532
9 0.023153 0.163232  |94.9961 0.737699 4.102966
10 0.024548 0.255559 |94.00128  [0.943252 4.799911
Variance Decomposition of LEXCINDIA:

Period S.E. LBSE LINFINDIA [LEXCINDIA [LWTI

1 0.022045 30.3372 0.592517 |69.07029 0

2 0.030465 32.15236 |0.754872 |67.08625 0.006524
3 0.036488 33.94182  |0.938337  |65.09845 0.021392
4 0.041234 35.69575 [1.141906 |63.1181 0.044241
5 0.045151 37.405 1.364428  [61.1559 0.074667
6 0.048477 39.06126  (1.604627 |59.22188 0.112234
7 0.051356 40.65713 |1.861125 [57.32527 0.156479
8 0.053886 4218617 |2.132474  [55.47444 0.206918
9 0.056133 43.64294 2417174 |53.67683 0.263055
10 0.05815 45.02301 |2.713704 [51.93891 0.324386
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Variance Decomposition of LWTI:

Period S.E. LBSE LINFINDIA |LEXCINDIA [LWTI

1 0.087069 2.607307 |0.574477 |1.291969 95.52625
2 0.119235 3.799415 |0.559453  |2.032729 93.6084
3 0.141852 5.217531 |0.538109 |2.875152 91.36921
4 0.159571 6.837907 |0.511845 |3.775046 88.8752
5 0.174264 8.632657  |0.482169 |4.692678 86.1925
6 0.186914 10.57167 |0.450597 |5.594171 83.38357
7 0.198104 12.6243 0.418576  |6.452206 80.50492
8 0.208208 14.76077 [0.387421 |7.246105 77.60571
9 0.217477 16.95318 [0.358274 |7.961452 74.7271
10 0.226084 19.17618 [0.332088 |8.589416 71.90232
Cholesky Ordering: LBSE LINFINDIA LEXCINDIA LWTI

Sability of the Vlector Auto Regression
Model

FromtheAuto Regressive Inverse Roots
of the Vector Auto Regression Model, it
can beobserved that the polynomia roots
arewithin the unit circle indicating the
stability of themodé.

Table9: Auto Regressive Inverse Roots
of VAR Modd.

Root Modulus
0.997063 0.997063
0.962937 - 0.018370i 0.963113
0.962937 + 0.018370i 0.963113
0.914563 0.914563

No root lies outside the unit circle.

VAR satisfies the stability condition.

Inverse Roots of AR Characteristic Polynomial
1.5

1.0 o

-1.0

-1.5 T T T T
-1.8 -1.0 -0.8 0.0 0.5 1.0 1.5

Figure2: Graph of AR Inverse Root.

Conclusion

The present paper empl oyed Vector Auto
Regresson Model to andyseand estimate
the association between global crudeail
price, exchangerate, inflation and stock
index in Indian economic scenario. From
thepaper it can bewd | observedthat there
iSanegative association between stock
index andinflationwhichmay beattributed
to decreasein consumer purchasing power
duetoincreaseininflationandinturn has
a negative impact on the stock index.
There exists a positive relationship
between BSE Index and Exchange Rate
and WTI CrudeQil Price. Thereexistsa
negativeassociation betweeninflationand
BSE Index and exchange rate. The
increasein WTI crudeoil priceraisesthe
cost of production for an oil importing
country and thus causes increase in
inflation and the sameiswell evident in
caseof datapertainingto Indiapresented
here. Smilarly depreciationin exchange
ratealso causesincreaseininflation. The
increaseinWTI crudeail priced so causes
depreciationinexchangeratevauewhich
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may be attributed to increasein demand
of U.S. Dollar inwhichmgjority of trade
isdone.
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ABSTRACT

Thisstudy is on Impact of Macroeconomic factorson Indian stock market. Theaim
of the study isto analyze the rel ationship between sel ected macroeconomic factors
and Indian stock market price. This study may also facilitate to the investors in
buying and selling decisions of securities as in the study the effect of the selected
macroeconomic variables on the stock market pricereturnsis been analysed. This
study may also be make investors capable to take better decision by viewing the
relationship between the dependent (Sensex) and independent variables
(Macroeconomic factors).

The methodology is used for the study is descriptive and Pearson correlation is
used to find the relationship between the dependent and independent variables.
Data over the period of 1991 to 2017 is used for the study.

The result shows that there is a positive relationship between the sensex and
macroeconomic factors except avg. inflation and unemployment rate as they show

negative relationship.

Key words: Stock market, Economic factors, SEBI

INTRODUCTION

Thelndian stock market had seen various
up-downsince1991, after thegovernment
implemented the Liberalization,
Privatization and Globalization Moddl in
India. Thismodel has connected every
country with other countriesand asaresult
asinglemarket iscreated. And thusfrom
theeconomic point of view theimportance
of stock marketisgrowing asit helpsin
movement of capital in rising and

developed nations, prompting the
development of industry and business of
the country. Thereisasignificant role of
Indian capital market in the Indian
economy growth. A smal movementinthe
stock market affectsthe performance of
economy. |nvestorsregardlessof whether
Indiansor outs derscan contributeor take
theassets(funds) for capital appreciation
inthecapita market. Aninvestor consders
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variousfactorsbefore and at thetime of
Investing hisfundsinto the stock market.
These various factors may include past
performance of a company, return on
index or by company, return on assetsor
equity, free cash flow, internal
management, various macroeconomic
factorslike GDP, inflation, interest rate,
unemployment rateetc.

Itisbelieved that return on stock market
ischanged aschangeor fluctuationsinthe
macroeconomic factors. Some
macroeconomic factorsare significantly
affecting thereturn on tock whereassome
have mild affect. The market can be
classfiedintotwoi.e. Primary market and
secondary market. Primary and secondary
market both areinter-related to each other
as primary market creates secondary
market. In the primary market various
companiesaswell asgovernment sell the
securitiesfirg timeinthemarket and when
these securitiesfurther soldinthe market
that market called as secondary market.

The SENSEX, propelled in 1986 is
comprised of 30 of the most effectively
exchanged stocksin the market. Truth be
told, they represent alarge portion of the
BSE’'smarket capitalisation. They speak
to 13 areas of the economy and are
pioneersintheirindividud enterprises. The
SENSEX isoneof thebenchmark inIndia
The SENSEX isconsidered an essential
indicator of theIndian securitiesexchange
because the BSE isthe main exchange of
thelndian resold market. Itisthemost as
often aspossible utilized indicator while

giving an account of the condition of the
market.

Themajor roleof anindex isto catchthe
changeintheprice. Along theselines, a
stock index will mirror thechangeinthe
price of stock, whereas index of bond
catchestheway inwhich bond costsgo
up or down. Intheevent that the SENSEX
rises, it shows the market is doing
admirably. Sincestocksshould reflect what
organizationshopetoearnlater on, arisng
index demonstratesthat investor expect
better profit from organizations.
Furthermore, it isadditionally ameasure
of the condition of the Indian economy.

Trendsin Indian Sock M ar ket

Thestock market of Indiahasanimportant
positioninAsiaaswell asintheworld.
Across the world the Bombay Stock
Exchange (Sensex) isoneof the earliest
exchangeswhereasif welook at Nationa
Stock Exchangeisconsidered to be best
intermsof advancement & sophistication
of technology. After theglobdization Indian
stock market paceincreased too fast and
asaresultit becomesacentreof attraction
forinvestorsover theworld. Theentire of
ninetieswere utilized to investigation and
adjust a productive and successful
framework, and from the time of
globalization, the stock market beganto
work proficiently and demonstrated its
new statures, at various periods of its
advancement. Indian stock market has
seen various ups and downsthere were
times when the Indian stock market
accomplishesnew statures, breaking its
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past records and there is time likewise
when stock market dives up to its
outrageous. Asstock market index isan
essential piece of the economy, these ups
and downs cannot be ignored as an
economy isaffected by theseverd policies
and other unavoidable situations created
inan economy.

M acr oeconomic Factor s

>

Inflationisan ascentin costsor price
of afew thingsover aperiod of time.
It is estimated through different
indicesand each givesparticular data
about thecogtsof thingsthat it shows.
The index could be the Consumer
Price Index (CPl) or Wholesale
Price Index (WPI) for indicated
classesof individualslikefarming
laborers or urban non-manual
workers. Every one of theindex is
made in a particular way with a
specificyear asthebaseyear andthey
consder thevduechangeover ayesr.

TheUnemployment rateisdescribed
astheleve of unemployed workers
intheaggregatework force. Workers
areviewed asjoblessintheevent that
they asof now don’t work, in spite
of theway that they are capableand
willingto do assuch. Theaggregate
work force comprises of all
employed and jobless individuals
ingdean economy.

An exchange rate is the cost of a
country’scashasfar asmoney. Inthis
way, a exchange rate has two
segments, the country’ sown money

>

andforeign currency, and canbecited
either straightforwardly or in a
roundabout way. In an immediate
citation, the cost of aunit of remote
cashiscommunicated asfar asthe
country’s own money. In a
roundabout citation, thecost of aunit
of country’sowniscommunicated
regarding theforeign currency. The
whol e procedure of sending out and
bringing inprocedureof any nationis
entirely subject to theexchangerate
of money vaueof thecountry.

Goldisasubstitute speculation road
for Indianfinancia specidists. The
significance of gold has been
expanded in the present world
because of the monetary emergency
inthe present financial world. The
financial specialists are putting
resourcesinto the Gold. Goldisdedlt
with asan el ective specul ation road.
Itisfrequently expressedthat goldis
thebest protecting acquiring power
over thelong haul.

Foreign Exchange Reserveor Forex
Reserves is the reserves of
different currencies like Japanese
Yen, United States Dollar, pound,
Euro etc., control and kept by
the financia organizationi.eResarve
Bank of India and numerous
aternative financial authoritiesas
affirmed by the govt... Thereason
behind to keep up this sort of
reservesisto manageany unexpected
financid stunsand crises.
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» Gross Domestic Product (GDP) is
that the quantitative live of the
overall financial movement
in an economy. Inggnificantly more
particular terms, GDP speakstothe
money related estimation of the
cons derablenumber of productsand
services created or produced in an
economy inside a timeframe and
insideacountry’sland limit. Gross
domestic product is measures that
helpin estimating theexecution of an
€conomy.

Securities and Exchange Board of
India

On 12 April, 1988 aboard was set up by
the Govt. of Indianamed as*“ Securities
and ExchangeBoard of India’ (SEBI), as
a between time administrative body to
progress, arrange and sound advancement
of securitiesand for saving and protecting
theinterest of investorsand shareholders.
Before getting astatutory statusthrough
an announcement ason January 30, 1992
the Securitiesand ExchangeBoard of India
wastowork insidethegenera definitive
control of the Ministry of Finance,
Government of India

The declaration waslater changed by a
law of Parliament known asthe Securities
and Exchange Board of IndiaAct, 1992.
Objectiveswerein concurrencewith the
formation of SEBI, which werefor the
improvement of capital market. Thecapitd
market had seen animmenseadvancement
in the midst of 1980’s was depicted
particularly by thegrowing help of generd

society. Thisregularly assststheinvestors
in the market and market itself.
Capitdisationincited different typesof acts
of neglect concerning associations, experts
inthe market, shareholdersor investors,
and others related with the securities
displaying. Thepowerful ingtancesof these
acts of neglect in corporate segment by
the sdlf —styled exchangelenders, casud
private game plans, device of expenses
and casual premium on new issues and
non-adherence of game plans of the
CompaniesAct and encroachment of rules
and controls of stock exchanges and
posting essentid sdelay inmovement with
theofferset cetera. Thesedemondtrations
of disregard and out of thelineexchanging
hones havedivided theorist surenessand
copied money related pro grievances.
Role of SEBI

Thefundamental reason behind Securities
and ExchangeBoard of Indiawas created
isto provide aplatform to support better
exchange of securities through the
securitiesmarkets. It similarly meansto
reinforce competition and bolster
headway. This state joins the rules and
controls  associations, their
interrelationships, establishments,
practices, instruments and approach
framework. Thisstate goesfor tending to
thefundamental necessity of thethreesocid
eventswhich essentially congtitutesthe
market, viz., the patrons of securities
(Companies), the monetary prosand the
market middle people.

v' Totheinvestors, it providestogivea
business focus in which they can
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irrefutably suspect bringing
respongbility & accountability which
they require in an effective and
efficient and very smplereasonable
way.

v' Tothevariousinvestorsit certainly
needsto give confirmationsfor their
rights and premiums through
adequate, correct and genuine
information and revelation of
information onareliableintroduce.

v' Tothemediators, it should offer a
centred, professionalized and
devel oping business division with
atractiveand beneficia nutsand bolts
so they can render better helpfor the
examinersand budgetary patrons.

LiteratureReview

R. Mookerjeeand Q. Yu (1997) used the
monthly data of four macroeconomic
factors such as Broad money supply,
foreign reserve, narrow money supply and
exchangerateover theperiod of Oct 1984
to Apr 1993 to analyse the relationship
between macroeconomic factors and
Singapore stock returns. Their study
showed that foreign reserve, broad and
narrow money supply had a long run
association with stock market returns
though exchangeratedidn’t show |;0ng
termrelationship.

Sangeeta Chakravarty (2005) conducted
a study that aim to know the nexus
between macroeconomic factors and
Indian stock market pricesover the period
of 1991-2005. The secondary monthly
datawasused for the study. Shereveaed

positiveimpact of inflation, money supply
andindex of indugtrid productiononIndian
stock return by using Granger Causality.
Whereasit was found that there was no
relationship of exchangerate, gold prices
withthe Indian stock market.

K. Pal and R. Mittal (2011) have taken
quarterly dataover the period of Jan 1995
to Dec 2008 to conduct a study on
relationship between Indian stock market
and macroeconomic factors with the
Johansen’s co-integration framework.
Their study showed that therewasalong-
run relationship exists between the
macroeconomic factorsand Indian stock
market. The outcomes likewise
demondtrated that exchangeand inflation
rate significantly affect BSE Sensex yet
gross domestic saving and interest rate
werenot Sgnificant.

A. Petheand A. Karnik (2000) havetaken
monthly dataover the period of Apr 1992
to Dec 1997 to conduct a study on
relationship between Indian stock market
and macroeconomic factorsusing error
correctionmodd and co-integration. Their
study showed that the condition of
economy and the stock market prices
don’t show alongrunrelationship.

Menike (2006) analysed astudy on how
macroeconomic factorsaffect sock prices
indeveloping Sri Lankan Stock Market.
Secondary datawas used from 1991 to
2002. Multivariateregressionwasused by
them on al factors for each stock. The
study too discovers that there is a
rel ationship between stock market inthe
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Colombo Stock Exchange and
macroeconomicfactors. Itisalsoreveded
that thereisnegativerd ationship between
macroeconomicfactorslikelnflationrate,
exchange rate and stock market in
Colombo Stock Exchange.

Zhao (1999) conducted astudy that aim
to know the connection between Chinese
financia market thet conssisof factorslike
index of industrid productionandinflation.
The secondary datawas used for the study
over the period of 1993 to 1998. The
outcomesshow that both expected growth
intheindustrial productionand inflation
have negative associationswith the stock
market prices.

Wong et al. (2005) analyzed a study to
know whether macroeconomic factors
affect the stock prices of Singapore and
United States. They analyzethelong run
equilibrium relationships between the
macroeconomics factors and the two
countries. The secondary datawas used
over the period of Jan 1982 to Dec 2002.
They found through aco-integration test
that United States Stock’s prices don'’t
show rel ationshi p with the money supply
and interest rate whereasthereisalong
run equilibrium relationship with the
Singapore stock’ sprices of thosefactors.

Pimenta Junior and Hironobu Higuchi
(2008) havetaken monthly dataover the
period of 1994 to 2005 to conduct astudy
on therel ationship between Ibovespaand
macroeconomic factorssuch asinflation
rate, interest rate and exchangerate using
Granger causality test, Impulse and

Responsefunctionsandysis, unit root test,
and variancedecompositionanalysis. The
study found that the Exchangeratewas
variablewith amore advanced amount of
causdlity inthelbovespa, inany case, this
outcome is factually satisfactory and
impressive; along theselines, noneof the
factors chose introduced causality
connectiontotheindex.

Maku and Atanda (2009) conducted a
study that aimto analyzed the short-run
and long-runimpact of macroeconomicon
Nigerian capital market. Secondary data
was used from 1984 to 2007. The
macroeconomic factors (dependent
variable) used for the study were rea
output, exchangerate, inflation rate and
money supply. Theoutcomesof thestudy,
acquired utilizing Error Correction Moddl
and ADF, revedled that theshareindexis
morereceptiveto chosefactorsand aong
theselineshavenoteworthy effect onshare
index.

SezginAcikdin, Refet Aktas, and Seyfettin
Unal (2008) have been taken quarterly
dataover the period of 1991 to 2006 to
analyse the relationship between the
macroeconomic factors and the stock
market of Turkey named aslstanbul Stock
Exchange. Tofind therelationship they
used the secondary data. They selected
four macroeconomic factorsi.e. foreign
exchangerate, production level, current
account deficit, andinterest rateof Turkey.
They used the vector error correlation
model and cointegration test and founded
thelong run stablerelationship. Withthe
help of casualty test, they found
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unidirectiona relationship between Turkey
stock market and macroeconomic
variablesand changeinthecurrent account
deficit, production level, and foreign
exchangeraedso affect thel tanbul Stock
Exchange.

Joseph Tagne Talla (2013) had taken
monthly dataover the period of 1993 to
2012 to analyse the impact of
macroeconomic factors on the stock
market returns, a case of Stockholm
Stock Exchange. For the study secondary
data was used of four macroeconomic
variablesi.e. exchange rate, consumer
priceindex, money supply, and interest
rate. Multivariate RegressonModd, unit
root test and Granger causality test were
used to find therelationship. Theresults
show that both currency depreciation and
inflation haves gnificant negativeimpact on
stock market returns. Whereas interest
ratedo not haveany sgnificant relationship
but it affect the stock market returns
negatively. Money supply has positive
rel ationship with the stock market returns
though not significant. No unidirectiond,
using Granger Causdlity, isfound between
the sel ected macroeconomic variablesand
the stock market returns.

Ngoc (2009) hastaken monthly dataover
the period of 2001 to 2008 to analyzethe
relationship between Vietnamese stock
prices and macroeconomic factor i.e.
interest rate. Inthe study he additionally
demonstrates the nexus between
Vietnamese stock prices and US
macroeconomic factors. Satisticaly, he
discovered imperative associations

between the money markets, domestic
production sector and Vietnamese stock
pricesand Vietnamese stock priceisaso
significantly affected by the US
macroeconomic.

Mgammal (2012) conducted astudy that
aim to analyze the effect of various
meacroeconomicvariableslikeinflaionrate,
exchange rate, and interest rate on the
stock price of two gulf countries i.e.
Kingdom of Saudi Arabiaand UnitedArab
Emirates. The secondary datawas used
for the study over the period of Jan 2008
to Dec 2009. The study reveaed that in
the short run the stock pricesindex Oof
theKingdom of Saudi Arabiaisnegetively
influenced by the exchangerate whereas
United Arab Emiratesispogtively affected
by the exchange rate. The outcomes of
study inlong run showed that stock prices
index of United Arab Emiratesisnegatively
affected by theexchangerate.

Resear ch M ethodology
Objective
To measure the rel ationship between the

stock market and selected
macroeconomic variables.

Variables Selected
v Dependent Variable
> Sensex
v Independent Variables
> Unemployment Rate
> ExchangeRate
> Averagelnflation Rate
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» Gold Prices
» Foreign Exchange Rate
» GrossDomestic Product (GDP)

Limitations of the Study

This study is conducted on the Stock
market indicator’s sensex using the
meacroeconomicfactors. Thisstudy covers
only six macroeconomic factors to
measure the relationship. The study is
prepared withinalimitedtime.

Sour cesof Data
Secondary datais used to analyzed the
rel ation between the sensex and sdl ected

A. Sensex and GDP

macroeconomic factorsover the period of
Jan 1991 to Dec 2017. Datawascollected
from Reserve Bank of India, World Bank,
Bombay Stock Exchange.

DataAnalysis

A stock market is affected by severa
factorssoitisnecessary to anadyzethose
factors. Inthisstudy itistriedtodoandyze
how thedifferent macroeconomic factors
affect sock market indicator * Sensex’ and
how itimpact theinvestors' decisonand
their investment. To analyse the
relationship Sensex as a dependent
variablesand al macroeconomic factors
asaindependent variablesare selected.

Correlations

Sensex GDP Rate
Sensex Pearson Correlation 1 .408
Sig. (2-tailed) 035
N 27 27
GDP_Rate |Pearson Correlation .408 1
Sig. (2-tailed) .035
N 27 27

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

The abovetable showstherelationship
between the Sensex and GDP. It is
founded that there is a positive
rel ationship between the sensex and GDP

B. Sensex and Average Inflation

rate, meansincreaseinthe GDPratewill
alsolead toincreasein the sensex or the
stock market. Therelationship between
bothis0.408.

Correlations

Sensex Avg_Inflation
Sensex Pearson Correlation 1 -.169
Sig. (2-tailed) 399
N 27 27
Avg_Inflation [Pearson Correlation -.169 1
Sig. (2-tailed) .399
N 27 27
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The abovetable showstherelationship
between the Sensex and Average I nflation.
The result shows that there is negative
relationship betweentheavg. inflationand

C. Sensex and Unemployment

£nsex, meansincreaseintheinflationrate
|leadsto the decreasein the stock market
indicator. Therelationship between both
is-0.169.

Correlations

UnEmp_Rate_N
Sensex (o]

Sensex Pearson Correlation [1 734"

Sig. (2-tailed) .000

N 27 27
UnEmp_Rate_No |Pearson Correlation -.734" 1

Sig. (2-tailed) .000

N 27 27

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

The above table represents the
relationship between the Sensex and
Unemployment rate. The result
indicates that there is a negative
rel ationship between the unempl oyment

D. Sensex and Exchange Rate

rate and the sensex asthe correlation
between factorsis-0.734. It meansthat
increasein the unemployment rateleads
to the decrease in the stock market
indicator i.e sensex.

Correlations
Exchange_Rate
Sensex | US_IND

Sensex Pearson Correlation |1 794"

Sig. (2-tailed) .000

N 27 26
Exchange_Rate_US_IND [Pearson Correlation 794" 1

Sig. (2-tailed) .000

N 26 26
**_ Correlation is significant at the 0.01 level (2-tailed).

Theabovetablerepresentstherdationship
between the Sensex and exchangerate. It
isfounded thet thereispostiverdationship
between the exchangerate and sensex as

the correlation between factorsis0.794.
It showsthat the changein the exchange
ratewill resultin changeinthestock market
price.
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C. Sensex and Foreign Reserve

Correlations
Forex_Reserve_
Sensex in_Billion

Sensex Pearson Correlation |1 959"

Sig. (2-tailed) .000

N 27 27
Forex_Reserve_in_Billion |Pearson Correlation 959" 1

Sig. (2-tailed) .000

N 27 27
**_ Correlation is significant at the 0.01 level (2-tailed).

Theabovetablerepresentstherdationship
between the Sensex and Foreign Reserve.
Theresultindicatesthat thereisapostive
relationship between theforeign reserve

C. Sensex and Gold Prices

and sensex. It can besaid that increasein
theforeign reservewill lead toincreasein
the sensex or stock market prices. The

relationship between both is 0.959.

Correlations
Sensex gold_prices

Sensex Pearson Correlation |1 918"

Sig. (2-tailed) .000

N 27 27
cold_prices [Pearson Correlation [.918 1

Sig. (2-tailed) .000

N 27 27
**_ Correlation is significant at the 0.01 level (2-tailed).

Theabovetablerepresentstherdationship  Findings
between the Sensex and gold prices. Itis >  Thecorrelation between Sensex and

founded that thereispositiverel ationship
between the gold pricesand sensex asthe
correlation between factorsis 0.918. It
can beinterpreted that changeinthegold
priceslead to changein the stock market
prices, meansincreaseinthepricesof gold
leadstoincreaseinthestock market prices
andvice-versa

>

GDP is positive that means GDP
affectsthe moverment in the sensex.
Increasein GDP certainly leadsto
increaseinthesensex andviceversa

The relationship between the
dependent variablei.e sensex and
independent variable i.e average
inflation is negative. That shows
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negativemovement in both variables.
If thereisanincreaseinindependent
variable, dependent variablebehaves
reversdly.

»  Thecorrdation between Sensex and
Unemployment rateisfound to be
negative asthecorreationis-0.734.
It means that increase in the
unemployment rate leads to the
decreasein the stock market prices
or in sensex.

»  Therelationship between exchange
rateand sensex isfoundto bepositive
asthecorrelation betweenfactorsis
0.794. Increaseinthe exchangerate
may beresult intheincreaseinthe
sensex astherelationshipispostive
betweenvariables.

»  Thecorrelation coefficientis0.959
that shows a positive relationship
between thetwo variablesi.e. sensex
andforeignreserve. Increaseinthe
foreignreservewill lead to increase
inthe sensex or stock market prices.

»  Therdationship between Sensex and
gold prices is positive as the
correlation coefficient is0.918. So,
with theincreaseinthegold prices,
the stock market prices will also
increase or thereisup movement on
the sensex.

Conclusion

To support the macroeconomic variables
the govt. and the policy makers need to
make strategies and policies that
complement with macroeconomic
framework and further support theIndian

stock market. In thereport | study how
macroeconomic factorsaffect theIndian
stock market using the six factorsi.e.
unemployment rate, averageinflationrete,
gold prices, gross domestic product,
exchangerate, and forex reserve.

It can beconcluded al themacroeconomic
factorshasbeen taken for the study have
the relationship with the Indian stock
market and al the factors whether in
positive and negative way affect the
movement inthestock market prices. Both
Unemployment rate and averageinflation
haveinverserel ationship with the sensex
whereasall other factors show positive
relaionship.

Inthereport it hasalso been founded the
global recessonintheearly 2000sandin
the 2008 hit the Indian stock market, this
isdueto themacroeconomic variablesas
variableslikegrossdomestic product fell
downdrastically and other variablesare
also get affected.

Further to have better returnson the stock
market and to retain the Indian investors
and foreign investors, government and
other policy makersare needed to make
policies in complement to the
macroeconomic variables.
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ABSTRACT

Share Market Investment has become popular in recent days due to its higher
return comparing with other traditional form of investment. However, it is a fact
that the market does not pay guaranteed return like in the traditional form of
investment. The ups and downsin the return are the phenomena of a share market
investment. The fluctuations in the share market are influenced by several set of
factors relating to company, industry as well as economy. Hence, the investors
should take the note of these factors while investing. The present study is an
attempt to find out the relation as well as the effect of macroeconomic factors on
the share price of selected industries. The result of the study disclosed that the
macroeconomic variables are having significant influence on the share price.

Key Words: Share Price, Macroeconomic factors, Regression analysis

INTRODUCTION

Share market investment hasbecomean
interesting option for theinvestorssince
itsinceptioninIndia, particularly after the
economicliberalisation. Thisisoneof the
major avenues of investment that yields
consderablereturnstoinvestors. Making
profitinthe market isatop aswell asa
tuff game. Aninvestor with an objective
of maximising return and minimising risk
wantsto know when he should invest or
when he should divest. To be successful
inthisgamerequirestheknowledge of
the forces that cause ups and downsin
the shareprices. Theavailableliterature
suggeststhat, therearemainly two setsof
factors responsible for change in share

price. They are micro and macro level
factors. The micro factorsrefer to firm
specificfactorssuch as; dividend, profit,
leverage, size of thefirm etc. and macro
factors refers to the macro economic
variablessuchas, GDPR, IR, Money supply
etc. The study on both the categories of
factorsisimportant to predict the price
change. Due condderation of such factors
by investorsisasofdtwhileinvestingthar
funds, sncethiswould adtheminmaking
wiseinvestment decision. Ason march,
2014, equity investment by Indian
households is about 7.8% of the total
financial savings. Theequity culturehas
spread in our nation, what wasthe earlier
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concernof richand privileged classisnow
becoming amatter of interest for millions
of middleandlow incomegroups. A well-
developed equity market helps in the
progress of economy and it provides
investors with a range of assets with
varying degreeof risk, returnandliquidity
apart from enhancing savingsand capita
creation. In the view of economic
devel opment, it hasbecomeimperativeto
study therdation of stock price movement
and the numerous macroeconomic
indicators. The macroeconomic events
influence investors' psychology and it
affectstheir buying and selling decisions.
Hence, inthiscontext, current researchis
an attempt to examine the influencing
power of macroeconomicfactorsonshare
price.

REVIEW OF LITERATURES

Inthelast few decades, numerousstudies
have been carried out to examine the
dynamic relationship between stock
market behaviour especialy relating to
sharepriceand economic activities. Fama
(1981) laidfoundation stoneinthisregard
to understand the relation of
macroeconomic indicators and stock
prices. Hefound asignificant relationship
between them. Following his study, a
number of empirical studiesexploredthis
topic. Industrial production wasfound to
be a significant factor for Italy and
Netherlands. However, in case of UK,
Switzerland and Belgium, theimportance
of macroeconomicfactorsdid notimprove
their ability toforecast.

Sen (1996) examined the share price
movementinIndiaduring 1985-1994to
ascartaintheroleof foreign capita vis- a
- visinternd economicfactorssuchasGDP
growth, change in interest rate and
exchangeraemovementsindetermination
of stock prices. By employing regression
mode, theresult of the study disclosed that
both industrial production and foreign
exchangereservearekey determinantsof
stock market performance in India.
Further, the study revealed that stock
pricesreceived significant support from
foreigncapitd flows.

[brahim (1999) investigatesthedynamic
interactions  between seven
macroeconomic variables and the stock
pricesfor an emerging market, Malaysia,
using co-integration and Granger causdity
tests. The results strongly suggest
informationd inefficiency intheMaaysan
market. The bi-variate analysissuggests
about the co-integration between thestock
pricesand threemacroeconomic variables
—consumer prices, credit aggregatesand
officid reserves.

Gunsel and Cukur (2007) carried out a
study to know the effect of macro-
economic factors on the London stock
return. It considers seven macro-
economic factors such as 1. the term
structure of the Interest rate 2. Inflation 3.
risk premium 4. Sectoral Industrial
Production 5. Exchange rate 6. Money
supply and 7. Sectord dividendyield. The
Regress on results of the study show that
therearebig differencesamong industry
portfolios against macroeconomic
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variables. Test results indicated that
dividendyiddissignificant and negative
a 1%s9ggnificancelevd for dl theindudtries
namely 1. Food beverage & tobacco 2.
Constructions 3. Building materials &
Merchants 4. Electronicsand electrical
equipment 5. Engineering 6. Household
goods& Textiles7. Paper, Packaging &
Printing 8. Chemicals9. Diversified and
10. Oil exploration & production. Current
unexpected inflation does not have any
effect ontheindustry returnsexcept Food,
Beverageand Tobacco at 10% according
to the test results. Risk premium has a
positiveeffect onthereturn of Congtruction
and Engineering. Effectiveexchangerate
is an important factor to determine the
internationa competitiveness. Our results
imply that two sectors, Building Materids
& Merchants and Engineering suffer
because of the effective exchange rate
movements. Current money supply hasa
positive effect on thereturn of Building
Materiads& Merchants, Food, Beverage
and Tobacco, and anegative effect onthe
return of Household Goods and Textiles.
Onemonthlaggedterm structureof interest
rate has positive effect on the returns of
four industries, Construction, Food,
Beverage & Tobacco, Oil Exploration &
Production and Electronic & Electrical
Equipment. Unexpected Sectoral
production figures seem to have negative
relationwith Food, Beverageand Tobacco
industry a 5% significancelevd.

Gay (2008) has tried to identify by
investigating thetime seriesrelationship
between stock market index and

macroeconomic variableslikeexchange
ratesand ail pricesof BRIC countries. He
used the Box JenkinsARIMA mode and
studied for 1999-2000. The study result
disclosed that there was no significant
relationship between respective exchange
rate and oil rate on the stock market
indicesof BRIC countries.

Somoye, Akintoye and Oseni (2009)
carried out a research study on the
determinantsof equity pricesin Nigerian
capital Market. Consderingasamplesize
of 130 companies, the study disclosed
that all the variables have positive
correlation to stock price with the
exception of lending interest rate and
inflationrate.

Thestudy of Hussainey and Ngoc (2009)
isbased on twoimportant aspectsof share
price behaviour in the context of
Vietnamese stock market wherethe study
disclosed the pogitiverdation of domestic
industria production and USindustrial
production ontheVietnamese stock price.

Rahman, Sidek and Tafri (2009) intheir
study they tried to exploretheinteractions
between selected macroeconomic
variablessuch asmoney supply, exchange
rate, reservesand industrial production
index and stock pricesinMalaysia. The
study reved sthelinkageof dl thevariables
with stock prices.

Biyusalvarci (2010) tries to study the
impact of macroeconomicvarigblesin SE-
100 index of Turkish Stock Market by
using multiple regression model to the
monthly datafrom 2003 to March 2010.
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Thereault of thestudy indicatesthat interest
rate, industrid productionindex, oil price,
foreign exchangerate have negative effect
on ISE-100 index return, while money
supply positively influencel SE-100 Index
return. However, inflation rate and gold
pricedo not gppear to haveany sgnificant
effectin|SE-100index return.

The study of Singh, Mehta and Varsha
(2011) on Taiwan stock market reveaed
the effect of exchangerate and GDP on
stock return while inflation rate,
employment rate and money supply have
negativerelation with stock return.

Inegbedion (2012) carried out astudy on
the macroeconomic determinantsof stock
pricein Nigeria. Withthetime seriesdata
from 2001 to 2009, the study discloses
thesignificanceof only onevariablei.e.
exchangerate out of threevariablessuch
asinterest rate, inflation rateand exchange
rate which influences the stock price
behaviour inNigeria

Darrat and Mukharjee (1986) in their
study applied a vector auto regression
model (VAR) on Indian dataover 1948-
1984 tofind out therel ationship between
stock priceandimportant macro economic
variables like exchange rate (rupee /
dollar), primelending rate, narrow money
supply andindex of industria production.
The results of the study reported weak
causdlity runsfromlIPto sharepriceindex
(SENSEX and Nifty) but not the other
way round. Inother wordsit holdstheview
that the state economy affects stocks
prices.

The study of Rao and Jose (1996)
observed that the coefficient of total small
savingwith government on current and non
current account wasfound significant at
oneper cent level followed by other task
variables such as index of industrial
production, wholesdepriceindex, foreign
exchangereserve, aggregate depositswith
commercia banks, inter-bank call money
rateetc at 5% level of Sgnificance.

The results of the study conducted by
Pethe and Karnik (2000) disclosed that
only index of industria production affects
SENSEX and NIFTY. The study
however, found no evidence of casualty
between other macroeconomic variables
and the stock priceindices.

Chakrabarti (2001) in his study
investigated the casual relationship
between FlI and stock market returns.
Theresult of the study disclosed that in
the preAsian crisisperiod any changein
FIl had a positive effect on the equity
returns. But in post Asan crisisperiod, the
causation was reverse — equity returns
rather caused FII.

Pandaand Kamaiah (2001) intheir study
investigated the casual relationship and
dynamic interactions among monetary
policy, expectedinflation, red activity and
stock returns in the post liberalisation
period using a vector-auto regression
model. Thestudy disclosed that, expected
inflation and real activity affect stock
returns, monetary policy losses its
explanatory power for stock returnswhen
expected inflation and real activity are
present inthe system.
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Bhattacharya and Mukherjee (2002) in
their study used Toda and Yamamato's
long run Granger causdlity test to examine
thecasud relationshipsbetween SENSEX
and five macroeconomic variables viz
money supply, index of industrial
production, national income, interest rate
andrateof inflationusing monthly datafrom
1992-93 to 2000-2001. The study result
disclosed that index of industrid production
causes SENSEX casuality, while there
existsabi-directional casualty between
SENSEX andrateof inflation.

Mukhopadhyay and Sarkar (2003)
conducted a systematic analysis of the
Indian stock market in the pre and post
liberalization period and theinfluence of
meacroeconomic factorson stock returns.
Thestudy result revedled that specifically
for thepost liberalization period, thereal
economicactivity, inflation, money supply,
FDI and the NASDAQ index were
sgnificantinexplainingvariaionsinindian
stock returns.

Mishra(2004) investigated therdationship
between stock market and foreign
exchangeemploying Granger causdity test
and vector auto regression tool for the
period 1992-2002. The study disclosed
that thereexistsaunidirectional causality
betweentheexchangerateand interest rate
and a so between theexchangeratereturn
and demand for money. Further, thestudy
reved edthat thereisno Granger causdlity
between exchangerate return and stock
return.

Thestudy of Kumar (2006) explainedthe
market movement using the direction of
thefundsflow fromforeigninstitutiona
investorsand mutual fundsintheIndian
stock market. The result of the study
revealed that institutiona activity had an
influence on the stock market and both
foreigninstitutional investorsaswell as
mutua fundshad asignificant impact on
the market’s direction. Further, by
employing Granger causdity tegt, thestudy
disclosed that Indian Mutual funds are
leading the pack and aregiving direction
tothemarket and evenforegningitutiona
investorsarefollowing their direction.

In Sharma and Singh (2007)’s study,
variableslikeforeign exchangereserve,
exchange rate, index of industrial
production, money supply and claimon
private sector were found to have a
cond derableinfluenceonthestock market
movement. However, afew variableslike
interest rate and wholesale price index
showed avery negligibleinfluenceonthe
stock market.

Sharma and Mahendru (2010) in their
sudy employed multipleregressonmodels
totest the effect of a selected number of
macroeconomic factors on stock price.
Thekey macro economic variablesused
inthestudy werechangein exchangerate,
foreign exchangeresarve, inflationrateand
gold price. Thestudy result disclosed that
economic variableslikeexchangeraeand
gold price had significant effect on stock
price asawhole. However, theresult of
the study disclosed that inflation rateand
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foreign exchangereservehad noinfluence
onthestock price.

Thefindings of the study of Srivastava
(2010) concludethat emerging economics
likeIndiainthelong runaremoreaffected
by domestic macroeconomicfactors. The
main domestic macroeconomic factors
affectingthelndian sock marketinthelong
runareindustrial production, wholesale
priceindex andinterest rate.

The study of Hosseini, Ahmed and Lal
(2011) ontherdationship between market
indicesand four macro economicvariables
namely crude oil price, money supply,
industria productionandinflationratein
Chinaand Indiadisclosed that, thereexist
both |ong and short termlinkages between
macro economic variables and stock
market indices in each of these two
countries.

Tripathy (2011) in her study reported that
thelndian stock merketissengtivetowards
changing behaviour of internationa market,
exchange rate and interest rate of the
€conomy.

Gupta (2011) in his study employed a
regressonmodd toidentify thesgnificance
of domestic and international factorson
stock pricesinIndia. Hetook SENSEX
as the dependent variable and index of
industrial production, rate of interest, rate
of inflation and foreign institutional
Investment asexplanatory variables. The
empirical result disclosed that Indian stock
marketismainly influenced by internationa
factors such as foreign institutional
investment. Domestic macro variablesdo

not have any significant influenceon the
stock market.

The study of Kalra(2012) ontheimpact
of macroeconomic variables on Indian
stock market is a comprehensive one.
Considering explanatory variablessuch as
Forex rate, CRR, Reserve Repo Rate,
Gold Price, Wholesde Price Index (WPI),
Qil rate, Inflation rate and GDP, the study
disclosed the positive associ ation of forex
rate, inflation rate and gold pricewith the
movement of Sensex.

Thestudy of Trivedi and Behera(2012)
on the determinants of equity prices of
India is one of the recent attempt to
examinetheinfluencing role of Index of
Industrial Production (11P), Wholesale
Pricelndex (WPI), Interest rate, Money
Supply, Foreign Inditutiond Investor (FI1),
Morgan Stanley Capital International
Index (MSCI) on the equity prices.
Cointegration testsdemondratethat equity
prices (BSE Sensex) are significantly
related toal themacroeconomic variables
consderedinthisstudy.

RESEARCH METHODOLOGY
Objectiveof the Sudy

The broad objective of the study is to
identify and quantify the influence of
sel ected macroeconomic factorson the
equity share prices in the Indian stock
market. Based onthereview of empirical
studies the prominent macro factors
influencing thevariationsinsharepriceare
gross domestic savings (GDS), gross
domestic product (GDP), infletion, foreign
indtitutiond investment (FI1), net resources
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mobilized by mutua funds(NRMF), gold
rate (GR) and exchange rate (ER). The
present study has also made a modest
attempt to examine the impact of the
above macroeconomic factors on the
variationsin sharepricein Indian stock
market. For accomplishing the above
objective, the study proposesto test the
following relations between share price of
sl ected indudtriesand themacroeconomic
variables.

1. Gross domestic saving (GDS) is
expected to have apositiveinfluence
onshareprice.

2. Gross domestic product (GDP) is
expected to have apositiveinfluence
onshareprice.

3. Inflationisexpected to haveanegative
influenceon shareprice.

4. Foregninditutiond investment (FI1) is
expected to have apositiveinfluence
onshareprice.

5. Net resources mobilized by mutual
funds (NRMF) isexpected to have a
positiveinfluence on shareprice.

6. Gold Rate (GR) isexpectedto havea
negativeinfluenceon shareprice.

7. Exchangerate (ER) isexpectedtohave
anegativerelationship withthe share
price.

Hypothesis

For the purpose of the analysis, the
following null and dternative hypotheses
have been devel oped.

H,: Sharepricesarenot affected by any
of themacroeconomic determinants.

H,: Share prices are affected by any of
themacroeconomic determinants.

TheModd

Basing on the above hypothesis, the
following linear equation has been
devel oped for the purpose of the studly.

SP=gayt+a,GDP +a,GDS + ax FR +
b ay R + acGR + agFII + a, NRMMF + U,
Where:

*F =Average SharePrice

GDP =GrossDomestic Product
GDS =GrossDomestic Savings

ER  =ExchangeRate

IR =Inflation Rete

GR =GoldRate

Fil =ForeignIngtitutiona Investiment

NRM M F=Net Resources M obilised by
Mutud Funds

Ut =Error Term

Sudy Period and Data Collection

Thestudy wascarried out by usngthedata
from secondary sources such as the
Database on I ndian Economy maintained
by RBI aswell asfrom the websites of
AMFI and SEBI for the purpose of
macroeconomicvariables. Theshareprice
data has been collected fromthe Prowess
database maintained by CMIE. For the
purpose of thisresearch thedatarelating
to grossdomestic savings (GDS), gross
domestic product (GDP), inflation, foreign
indtitutiona investment (FI1), net resources
mobilised by mutual funds (NRMMF),
gold rate (GR) and exchange rate (ER)
and share price of different companies
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belonging to selected industries are
collected, processed and analysed using
MS Excel and SPSS-14. As such, the
samplefinaly holdsonly 104 companies
for which the much needed financia
information wereavailablefor theentire
study periodi.e. from 1997-98 to 2012-
13. Thedasdfication of samplecompanies
based on industry groupsisasfollows:

Table-1 Industry Constituentsfor Sample Size

Industry Group No. of Sample
Companies
Automobile 27
Pharmaceutical 20
Textile 20
Infrastructure 20
Cement 17
TOTAL 104

Limitationsof the Sudy:

The study is based on share price data
obtained from CMIE Prowess data base
for the sample companies. Similarly
macroeconomic variablesare collected
from the database maintained by RBI,
AMFI and SEBI. As such, the study
possessesall theinherent limitationsof the
financial datacollected from secondary
sources. Non availability of therequired
financial datafor the entire study period
has restricted the size of the sample.
Therefore, the limitations of the small
sample are very much prevalent in this
study. The presence or absence of auto-
correlation probleminthestudy hasbeen

tested by the DW datistics. However, no
attempt has been made in the study to
removethem, incasether exigenceisfdt.
Itisdsounlikey that, themulticolinearity
among independent variablesmight give
riseto unexpected signs of the estimated
coefficients. Further, the step wise
procedure used in thisstudy for selecting
variables to include in a model is an
extreme example of bruteempiricism. It
also suffersfrom being overly influenced
by the specific characteristics of the
variablesbeingexamined. Thuswhileusng
the findings of the study, one should be
careful and usethe samejudiciously by
taking the various limitations into
congderation.

ANALYSISOFDETERMINANTS

Having analysed the impact of micro
factorsonthesharepricebehaviour, inthe
last section, this section of the analysis
seeksto examinetheimpact of asdlected
number of macrofactorsontheshareprice
behaviour of selected sampleindustries.
Likemicrofactors, themacrofactorshave
asignificantinfluenceonthesharepricein
themarket. Thisisan undeniabletruth. The
review of literature dealt inthe previous
section confirmsto thisfact. Inthe present
analysis, an attempt has been made to
quantify theimpact of aselected number
of macro factors on the share price
behaviour of thesampleindudtries, through
the extensive use of stepwiseregression
analysis. It is a time series analysis,
coveringatimeperiod of 16 yearsi.e. from
1998 to 2013. Thenormality assumption
of the regression equation has also been
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tested by using Normal P-P Plot of the
residua swhich hasbeen depictedin Fig.
no-1anditisshown at theend of the paper.
For the purpose of analysis, regression
equation of thefollowing formisestimated
todraw inferences.

S.P = ﬂ.’u + ﬂ"l G.D.P‘l' l!IzGDS‘l‘ EIBER ‘I'

R + asGR + a,Fif + a,NRMMF + U,

Relevant datafor estimation of the above
model are fed into the computer using
SPSS 14 softwarefor drawing inferences.

Resultsfor Automobile Sector:

It is evident from the results of the
estimated regression model for the
automobile sector that, macro variables
namely GDP, GDS and NRMMF have
turned out to be the most significant
determinants of share price. Other
vaiablesnamdy ER, IR, GRand FlI have
failed to find place in the estimated
equation. Theregression coefficients of
GDP, GDS and NRMMF have the
appropriate positive signs and they
together explain around 91% of the
variationinsharepricein auto sector. The
estimated regression model isalso found
to bestatistically significant at 1% level,
which iswell evident from its F value.
Moreover, the DW value discloses no
autocorrelation problem in the estimated
moddl.

Resultsfor Phar maceutical Sector:

It isevident from the Table— 1 that, the
estimated regression model for
pharmaceutical sector is found to be

statistically significant at 1% level and
explains satisfactorily the share price
behaviour in pharmaceutical sector. The
regression coefficientsof macrovariables
namely exchange rate (ER), foreign
institutional investment (FIl) and net
resources mobilised by mutual funds
(NRMMF) have the hypothesised
negative or positivesigns. All theabove
threevariablesarefound tobedatisticaly
significant. Thevaueof thecoefficientsof
determination (R?) isfound to be 0.956.
Thisimpliesthat, around 95% of variation
insharepricein pharmaceutical sector is
explained by ER, FIl and NRMMF.
Moreover, there is no evidence of
autocorrel ation problemin the estimated
equation.

Resultsfor Textile Sector:

In textile sector, the estimated regression
modd isfoundto begtatisticaly sgnificant
at 1% level and explainssatisfactorily the
variationsin share price (Table-1). Itis
further observed that, the regression
coefficientsof themacro variablesnamely
grossdomestic product (GDP), exchange
Rate (ER) and net resourcesmobilised by
mutual funds (NRMMF) have the
appropriate signs. All the above macro
variables are found to be statistically
sgnificant. Theregress on coefficientsof
GDP and NRMMF are found to be
sgnificantwiththeir hypothes sed positive
sgns. However, the coefficient of exchange
rate (ER) isfound to besignificant at 1%
level withitshypothes sed negative sign.
The value of the coefficients of
determination (R?) isfound to be 0.918.
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Thisgtatestha around 91% of thevariation
In share price in textile sector is well
explained by GDP, ER and NRMMF.
Moreover, there is no evidence of
autocorrelation problemin the estimated
equation.

Resultsfor Infrastructure Sector :

Ininfrastructure sector, theresultsof the
estimated regression modd disclosethat
GDPR, GDSand Fll arethethree prominent
meacro factorsinfluencingthevariationin
share price. Other macro variables
consderedfor andyssnamdy ER, IR, GR
and NRMMF havefailed tofind placein
the estimated equation. The regression
coefficientsof GDP, GDSand Fll have
the appropriate positivesignsand all of
themturned statistically significant. The
estimated regresson model isfoundto be
daidicdly 9gnificantat 1%levd. Thevdue
of the coefficient of determinationisfound
to be 0.892. This precisely states that
around 89% of variationin sharepricein
infrastructure sector isexplained by GDP,
GDSand FlI together. Moreover, thereis
no evidenceof autocorrelation problemin
theestimated equation.

Resultsfor Cement Sector:

It isevident from the regression results
disclosedin Table— 1 that, thekey macro
factorsinfluencing theshare pricein cement
sector aregrossdomestic savings(GDS),
exchange rate (ER) and net resources
mobilised by mutual funds (NRMMF).
The regression coefficients of all these
three macro variables are found to be
statistically significant with their

hypothesi sed positive or negative signs.
The estimated regression model isfound
tobedtatistically significant at 1% level.
Thevalueof coefficient of determination
(R?)isfoundtobe0.973. Thisimpliesthat,
around 97% of variationin sharepricein
cement sector isexplained by theestimated
regresson modd.

The above industry wise analysis of
stepwiseregressiontestsfor macrofactors
disclose that, the key macro factors
influencing the share price behaviour in
selected sample industries are gross
domestic product (GDP), grossdomestic
savings (GDS), exchange rate (ER),
foreigninstitutiona investment (FI1) and
net resources mobilised by mutual funds
(NRMMF). However, theanaysisfaled
to establishthe significance of variables
namely inflationrateand goldrate. Innone
of theindustrial sector their impact was
felt. It is observed from the regression
resultsthat, net resources mobilised by
mutual funds (NRMMF) as a key
determinant of share price is found in
automobile sector, pharmaceutica sector,
textile sector and cement sector. The
significance of gross domestic savings
(GDS) isfound prominent in automobile
and cement sector. Foreign I nstitutional
Investment (FII) turned out to be a
significant determinant of sharepricein
pharmaceutical and infrastructure sector.
Grossdomestic product (GDP) isfound
to be asignificant determinant of share
price in automobile, textile and
infrastructure sector. Moreover, the
influence of exchangerate (ER) isfound
prominent in pharmaceutical, cement and
textilesector.
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1
FINDINGSAND CONCLUSION:
Table- 2 Summary Resultsfor Macro Factors
INDUSTRY
GROUP/VARIABLES GDP | GDS | ER IR | GR | FIl | NRMMF
AUTO S* S S
PHARMACEUTICAL -S* S* | &
TEX S* -S* S
INFRA S* S* S*
CEMENT S* -SF* S
TOTAL 3 3 3 0 0 2 4

Source- Compiled from Table-1

s* - Significant at 1% level

s**- Sgnificant at 5% level

The summery results of industry wise
analysis for the macro variables are
displayedinthetable- 2. Fromthetableit
can befound that gross domestic product
(GDP), grossdomestic savings (GDS),
exchangerate (ER), foreigningtitutiona
investment (FIlI) and net resources
mobilised by mutua funds(NRMMF) are
the key macro factorsinfluencing share
price behaviour in the selected sample
industries. However, theanalysisfailedto
establish the significance of variables
namely inflation rate (IR) and gold Rate
(GR) inany oneof thesampleindustries
chosenfor thestudy. Itisfurther observed
from the regression results that, net
resources mobilised by mutual funds
(NRMMF) asakey determinant of share
price is found in automobile,
pharmaceuticd, textileand cement sectors.
Theggnificanceof grossdomestic savings
(GDYS) isfound prominent in automobile
and cement sector. Foreigninstitutional
investment (FIl) turned out to be a
significant determinant of sharepricein

pharmaceutical and infrastructure sector.
Grossdomestic product (GDP) isfound
to be asignificant determinant of share
price in automobile, textile and
infrastructure sector. Moreover, the
influence of exchangerate (ER) isfound
prominent in pharmaceutical, cement and
textile sectors. The result of the study
showstheexpected signsasdiscussedin
the objective section of this paper. The
current study can be extended by
analysing moreindustriesfor theoretical
development.

Fig-1 Normal P-P Plot of Regression
Standardised Residuals for Macro

Variables  (texTILE SECTOR)
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ABSTRACT

Financing decision is one of the important areas in financial management to
increase shareholders' wealth. Firms can use either debt or equity capital to
finance their assets. The purpose of the study is to find out the determinants of
capital structureand itsimpact on financial performance. e have used secondary
data and taken 50 top manufacturing companies for our study. Regression model
has been used to study the relationship and impact of capital structure on
profitability. The study concludes that there is a significant relationship between
capital structure and profitability and capital structure has significant impact
on financial performance of sample companies.

Keywords: Financial Management, Shareholder’s Weal th, Equity Capital, Debt,
Capital Structure, Financial Performance

INTRODUCTION

The basic aim of starting abusinessis
earning profit for which the proprietor has
to sacrifice or invest some amount of
money in the business. Money invested
helpsin acquiring resources i.e. assets.
The assets of the businessare used in
process of production, distributionandin
the operation of the business. Thefunds
to beinvested are procured from various
sources. The source can be promoter
himself or outsidersto thebusiness. Those
fundsaretheinput to businesswhich will
providethe expected output. Thisinputis

termed as capital/financial capital. The
sourceof financial capital can beof two
types- owned capital and borrowed
capital. Owned capital is raised from
owners (promoters/shareholders) also
known asowner’s equity and borrowed
capital israised fromlendersor investors
known asdebt fund or outsider’sequity.
Thecapital can beof varioustypesonthe
basis of time such aslong term capital,
mediumterm capital & shorttermcapita.
Longterm capitd isbasically obtained by
Issuing share capital, debenture capital,
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venturecapitd mortgage, retained earnings
etc. Thetermloan, leasing, Bank overdraft,
trade credit, factoring etc. arethe sources
of Mediumand short term capitd. All these
mix of sources of funds is known as
financial structure. The portion of finance
dructurecong sting of longterm capita can
besaid ascapital structure.

Thecapitd structureisthe combination of
equity capital and debt capital. The
proportion of debt and equity in capital
gructurevariesfromfirmtofirmandtime
totime. A firm can adopt acapital mix of
either 100% equity and zero debt or
100% debt with zero equity or any
combination of both. Equity financingis
less risky in the sense of cash flow
commitments, but resultsin adilution of
ownership and earnings where as debt
capitd crestesanobligationor liability with
low-cost and high risk. It is a very
important component of corporate
finance. Long before 50 yearsfinancial
management has not got that much
importance and deals with only
procurement of fundsbut at present it has
taken thebasicsof any businessincluding
procurement, utilization and control of
finance. So it directly affects the
performance of business organization.
That’ swhy finance manager shouldtakea
decisonof optimal capital mix whichwill
increasethefinancia Performance.

REVIEW OFLITERATURE

Goyal, (2013) made a study entitled
“Impact of Capital Structure on
Performanceof listed Public Sector Banks

inIndia’ with the purposeto measurethe
impact of capital structure on banking
performance. He hastaken 19 PSU banks
listed on NSE asthe samplefor the study.
It is concluded that the profitability
measured by return on equity (ROE)
revealsan averageof 17.98 percent with
median of 18.19 percent. Thispicturemay
suggest agood performance during the
period under thestudy. Theaveragevaue
of TDC variableis 18.66 with median of
17. Thisposition revealsthat the banks
are financially leveraged with a large
percentage of tota debt being short-term.
The average growth is 21.29 and the
averagefirmsgzeismeasured by logarithm
of assets.

Mohamed & InunJariya, (2015)
studied the* Effect of Capital structureon
profitability of Food and Beverage sectors
inSri Lanka” by taking 14 companiesof
the Beverage, Food & Tobacco industry
and 24 companiesfromtheManufacturing
industry. They conducted the study tofind
out the relationshi p between profitability
of thelisted Beverage, Food and Tobacco
industry in Sri Lankaand capital structure
and to recognize the impact of capital
Structure on the profitability of the Food
and Tobaccoindustry and listed Beverage,
inSri Lanka. Thestudy reved ed that total
debt to asset (TDA) hasanegativeimpact
on returnonequity (ROE) andreturnon
capital employed (ROCE) and is
significant at 0.05 significance level
whereas|everage, measured by total debt
to equity (TDE) shows a negative
relationship but not Sgnificant. TDA isadso
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found out anegativeimpact on profitability
measured by ROCE after controlling for
LNSat 0.01sgnificant levels. Itisclear
that both themeasuresof leverage (TDA
& TDE) havenegativeimpact onboththe
measuresof profitability (ROE & ROCE).
Thevaueislessthan 0.01for al thecases.
Therefore, it could be concluded that at
1%9ggnificancelevd, leverage/debt capitd
hasanegativeimpact on the profitability
of beverage, food and tobacco sector
firmslisted on Sri Lanka.

Babalola, (2012) in their research on
“TheEffectsof Optimal Capitd Structure
on Firm’'s Performances in Nigeria’
examined an optimal capital structureto
maximize the performance of selected
firmsunder thesamesystematicrisk. They
foundastrong curvilinear rel ation between
ROE and the debt-to-assets ratio. The
theory predictsthat theva ueof firmswill
firstincrease, then decrease, asdebt ratio
increases. Most existing paperson capital
structure requirefirm’s performance or
firm’svalueto bear the linear relation
with debt ratio, but the empirical
evidence does not support this. In
contrast, there is an evidence that the
quadraticreationsaresgnificant, yet these
have not received much attentionin the
financeliterature

Kumar, (2015) made a study entitled
“Capital Structure and its Impact on
Profitability” . Thestudy hasmadewiththe
objectivesof identifying thereationship
between profitability and capital structure
of SME, finding an optimal capital

structurethat would be associated withthe
best performance, finding an optimal
capita structurethat would be associated
with the best performance and finding out
the impact of capital structure on the
profitability. Data collected from some
secondary sources studied from 2008 to
2013 and it is concluded that the debt/
equity composition varies substantially
among the SME and thereis significant
rel ationship between Debt to total funds
and ROE. Thereisnorelation or thereis
insignificance between debt to total funds
and ROCE.

Habib et a, (2016) made astudy entitled
“Impact of debt on profitability of firms;
evidence from non-financial sector of
Pakistan”. This study focuses on
expanding the existing empirical
knowledge on the impact of debt on
profitability of companiesby taking 340
firms listed on the KSE. The study
andyzedthefinancid statementsof dl the
samplecompaniestofind out theinfluence
of debt on the profitability of concerned
firms. It is concluded that there is a
significant but negative relationship
between debt and profitability, thus, the
higher thedebt, thelower the profitability.

Movadlia, (2015) conducted a study on
“ Capital structure analysis and
profitability of Indian TyresIndustry” with
the objective to know the Debt-Equity
ratio of listed Tyre Companies, to
measure profitability of Tyre industry, to
measure theimpact of debt-equity ratio
on profitability of listed companiesinthe
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Tyre industry. The study was based on
descriptiveand analytical researchdesign
which found out that debt-equity ratio of
the company ishaving significant impact
onprofitability of Tyrecompaniesinindia.
MRF, Apollo Tyres, Dunlop India and
Modi Rubber having ldeal capital
structure, so respectively they arehaving
good profitability.

RESEARH GAP

Many studieshave been conducted onthe
impact of management & control, Costing
technique, marketing strategy, employee
performanceon profitability but very few
researches have been made onimpact of
capital structureon profitability inIndia
Those studies made on this topic are
bascaly ondifferent industrieslike SMIE,
Food & beveragesindustry, I T industries,

Tyreindustriesetc but afew studieshave
been taken on manufacturing sector or
Sservice sector incommon.

STATEMENT OF THE PROBLEM

In India, a few studies have been
undertaken to establish the relationship
between optimum capital structure and
performancevariableslike ROE, ROA,
and ROCE etc. So, thestudy isan attempt
to andyzethere ationship between capitd
structure and performance variablesto
understand and evaluate the impact of
capita structureon variousperformance
variables

IMPORTANCE OFTHE STUDY

The present study mainly analyses how
far the capital structure affects the
profitability of corporatefirmsin India

Tablel: STATIONERITY TEST RESULTS

Variables ADF PVaue Order of
Statistics Integration

ROA 8.54 0.0000 1(0)

ROE 8.35 0.0000 1(0)

ROCE 7.89 0.0000 1(0)

EPS 20.63 0.0000 1(0)

CURRENT RATIO 22.06 0.0000 1(0)

DEBT EQUITY RATIO 20.78 0.0000 1(0)

LD -TA 9.30 0.0000 1(0)

TD-TA 9.15 0.0000 1(0)

Source: Author Computation from Computer output
Table2: DESCRIPTIVE STATISTICS
ROA | ROE | ROCE | EPS CR D/E LD-TA | TD-TA

Mean 946 | 2263 |1559 |54.27 |188 |075 | 1356 27.80
Std.dev | 7.35 | 16.96 | 1451 | 23853573 |200 |13.12 24.61

Source: Author Computation from Computer output
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Asset size and business revenue would
appear to be the important factors in
determining the profitability of corporate
firms. Thisisabenchmark of performance
by seeing which investors and lenders
investinbusiness. InIndia, afew studies
have analyzed the rel ationship between
asset size and business revenues on the
impact of cgpital sructureand Profitability.
Though many research studieshave been
undertakeninthefield of capita structure,
only a very few studies have been
undertaken to analyze the association
between capitd structureand Profitability.

Therefore, thisstudy isamaiden attempt
toanayzethe

» Profitability of thefirms.

 Significant rdationshipamong different
szedfirmsintermsof capita Structure
and Profitability.

Thestudy condtitutesan attempt to provide
anempirical support to the hypothesized
relationship between capital structureand
Profitability. Is there any significant
differenceintheimpact of capitd Sructure
on Profitability of manufacturing firmsin
India?How far doesthe capital structure
affect the businessrevenue of firms, and
what is the inter-relationship between
capital structureand Profitability.

OBJECTIVESOF THE STUDY

» Toidentify thedeterminantsof capita
dructure,

* To measure the impact of capital
gructureonfinancia performance.

RESEARCH METHODOLOGY

Sour ces of Data

Secondary data have been used for the
study. The required data have been
collected frommoney control website. The

Table 3: Multicollinearity Test

Independent Variables \Variance | nflation Factor
Debt Equity Ratio 1.0557
Current Ratio 1.0023
Longterm Debt Total Asset 1.4398
Total Debt  Total Asset 1.4510

Source: Author Computation from Computer output

Table 4. Regression Result

Independent| MultipleR | R Square | Adjusted R P Value
ROA 0.507441323 0.257496696 |0.25149667  |6.44e-31 < 0.05
ROE 0.31239629 |0.09759144 |0.09029925 [2.31e-10<0.05
ROCE 0.461304  |0.212801 0.20644 1.02e-24 < 0.05
EPS 0.072391  |0.00524 -0.0028 0.625743

Source: Author Computation from Computer output
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datahave been taken fromthefinancial
reportsof the sample companies.
SampleDesign

Congderingtheavailability of data, astudy
period of 10 years has been taken. 20
firmsselected out of 100 listed firmson
thebasisof market capitalization, 20firms
out of top 100 firmson the basis of total
assetsemployed and 10 firmsfromlist of
top 100 firmson the basis of revenue &
growth havebeen selected. So, intota we
havetaken 50 manufacturing companies
for our study.

Variables

Dependent variables (Financial
Performancevariables)

ROA- Return on Asset

ROE- Return on equity

ROCE —Return on Capital employed
EPS- Earning per Share

Independent variables (Capital
Structure)

CR- Currentratio

LD _TA-Longtermdebt to Total assets
TD _TA - Total debt to Total assets
DER - Debt equity ratio

Econometric M oddl

Ye=a0+al1DER +82CR+4a3LD TA
+34TD TA+3a

Where,

Y e= Profitability Variables(ROA, ROE,
ROCE, EPS)

a0 = constant or thevalue of Y when all

valuesof X arezero

A

ai az,........ = Sopeof theindependent
vaiables

DER = Debt —Equity Ratio

CR =Currentratio

LD_TA=Long Term Debt to Total Asset
TD_TA=Tota Debt to Total Asset
A=Theerror term

Satistical Measures

* Multicollinearity test- To study the
inter-dependenceamong  independent
varigbles

o Stationery Test —To find out whether
thedatahasaunit root or not.

» Descriptive Statistics - Descriptive
statistics are used to describethebasic
features of the datain astudy. SPSS
test has been used to calculate
descriptivestatistics.

* Multiple regression technique- for
analysis of degree of impact of
capital structureon profitability.

Softwar eused for Data Processing

» SPSS - SPSS helps to determine
regressonandyss, Multicollinearity
Test and Descriptive Statistics.

* Eviews9.5- Ithelpstodeterminethe
unit root test.

HYPOTHES S

H10 Thereis no relationship between
ROA and capitd Structurevariables.

H%0 Thereisno relationshi p between
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ROE and capitd sructurevariables.

H3O Thereisno relationship between
ROCE and capital structure
varidbles.

H4O Thereisno relationship between
EPSand capitd structurevariables.

DETERMINANTS OF CAPITAL
STRUCTURE

Financial L everage: It meanstheuseof
borrowed capital toincreasethesalesand
earnings. Theuseof moredebt component
inthe business magnifiesthe earning of
shareholders. Themoreand more debt a
company uses, the higher its financial
leverage but at the sametimetherisk of
high interes payment arises which
negatively affect the company.

Growth & Sability of Sales Thegrowth
and stability in salesisameasurefactor
for capitd structureof firms. If acompany
iIshaving fair salesthenit canraiseahigh
level of debt and viceversa

Cost of Capital: It meansminimum rate
of return that oneinvestor should expect
on his investment. It should provide
minimum cost of capita.

Cash Flow: Thefirmwhich cangenerate
stable cash inflows, they have more
opportunity to employ more debt in its
capital structure ascompared to the one
which hasunstable and lesser ability to
generatecashinflow.

Natureand Sizeof aFirm: Natureand
szeof afirminfluencethecapitd structure.
Public sector firmsmay employ moredebt
as comparison to private sector firms

because of stability and regularity of their
earnings.

Flexibility: It meansthefirm’sability to
adopt the capital Sructureaccordingtothe
changing conditions. Thecapita structure
isflexibleif it hasno difficulty inchanging
itssourcesof funds.

Requirement of Investors: The
requirement of investorsinfluencesthe
capital structureof afirm. Itisnecessary
to meet the requirements of both
institutional aswell asprivateinvestors
when debt financingisused.

Capital Market Conditions; Capital
Market Conditions affects the firm's
capital structure. The conditions are
different asit isdependent on market and
pessmistic businessconditions.
Inflation: Inflationisamajor factor that
should be considered at the time of
financing decison. Duringthehighinflation
period if onecompany isusing moredebt
financing then they haveto repay the debt
with rupees more than what they have
taken.

DATAANALYSIS
Sationery Test

Thispaper hasused Augmented Dickey —
Fuller test tofind out the stationary of deta.

H,: Datahasunit root.
H . Datahasno unit root.

Wehavefound al the dataare stationery
at level becausethetest statisticsislower
than thecritical values. So, wewill reject
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null hypothesisH,.. So, we can conclude
that the above paper has no unit root.
Therefore, wecanrunregression.

Descriptive Test

Table no 2 gives the summary of the
descriptivedatigticsof thedatausedinthis
study. The above table shows that the
mean and standard deviation of EPSis
54.27 and 238.53. It shows thereis no
consistency in EPS. The TD-TA is not
consistent to some extent asthe standard
deviaionismorewith comparisontomean
vaue. Currentratio, Debt Equity ratio, LD-
TA, ROA, ROCE, ROE shows
consstency astheir standard deviationis
satisfactory.

Multicollinearity Test

In the study four independent variables
have been taken. Wefirst runregression
equation to find out if there is any
Multicollinearity among theindependent
variables.

Fromtableno 1itisobserved that VIF
valueof independent variablesislessthan
the rule of thumb 10. Hence thereisno
Multicollinearity between independent
variablesand dl thevariablesaredigible
for running regression equation.

Regression Results

Fromtheregression tableasgiven above
it is found that there is a positive
relationship between ROA  and all
independent variables(D/E, CR,LD_TA,
TD_TA) as evident from R“ i.e
0.257496696. Thisindicates around 25

% (approx) of ROA is contributed by
independent variables. It can besaid that
aunit changein capita structureleadstoa
change of 25% in ROA which is very
significant. Herepvalueis6.44E-3li.e.
p<0.05. Itimpliesthat thereisasignificant
relationship between ROA and all
independent variables collectively.
Hypothesis 1 predictsthat “Thereisno
relationship between ROA and CS
variables’. Theaboveresultsconfirmthat
thishypothesisisrg ected and dternative
hypothesis is accepted i.e. there is a
significant relationship between ROA and
CSvariables.

The abovetable propoundsthat thereisa
positivereationship between ROE and all
independent variablesi.e. 0.09759144. It
means around 10 %( approx) of ROE is
contributed by independent variables. So
it canbesaid that changeinaunit of capita
structurewill lead to 10% changein ROE.
Return on equity isthe basicindicator of
profitability, but only 10%isaffected by
these variables. The remaining 90%
change may bedueto other variableslike
competition from the market, state of
economy, promotion of thecompany which
influences volume of sales, cost of raw
materials, |abour etc., and theimpact of
whichisnot consderedinthisstudy. Here
p value is 2.31E-10 i.e. p<0.05. It
concludes that there is a significant
relationship between ROE_and all
independent variables. Hence H20 ‘There
isno relationship between ROE and CS
variables is rejected and alternative
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hypothesis is accepted i.e. There is a
sgnificant relationship between ROE and
independent variables.

Wefindthat thereisapostiverdationship
between ROCE and all independent
variablesfromtheregressontablei.e R
0.212801 i.e. this shows around 21%
(approx) of ROCE is contributed by
independent variables. It also signifies
the level of significance between ROCE
and al independent variablesis 1.02E-24
I.e. p<0.05. It denotes that there is a
significant relationship between ROCE
and all independent variables. Theabove
result concludesthat the null hypothesis
H3pisrejected. So, dternativehypothesis
IS accepted i.e. there is significant
relationship between ROCE and
independent variables.

Thereisapositiverelationship between
EPS and al independent variables as
evident from adjusted R? 0.00524 i .
thisindicatesaround 1 %( approx) of EPS
iscontributed by independent variables
whichisvery negligible. Herewecan see
theeffect of thesevariableson EPSisvery
inggnificant. A changein capital mix does
not incur much changein EPS. Theremay

be some other variables like dividend
decision, state of economy etc. whichwe
havenot considered herein our study. The
pvaueis0.625743i.e. p>0.05. It signifies
that there is no significant relationship
between EPS and all independent
variablescollectively. Thus, weconclude
that thenull hypothesisisaccepted.

ANOVA

ROA =14.02+0.01 CR-0.31D/E —
0.15LDTA-0.08 TDTA

Here C isthe estimated constant of the
regression and the value of C is 14.02.
The current ratio shows positive
contribution towardsreturn on asset. The
current ratio co-efficientis0.01, it means
1unitchangein currentratioleadsto 0.01
unitchangeinROA.. D/E,LDTA, TDTA
contributes negatively towards ROA.

ROE =28.90- 0.05CR —-0.34 D/E —
0.32LDTA-0.05TDTA

The constant intercept is 28.90. All the
independent variables contributes
negatively towardsreturn on equity. Here
Debt Equity co-efficientis-0.34. It means
1% changein D/E leadsto-0.34% change
in ROE. The CR, LDTA, TDTA co-

Table5: ROA
Yariahle Coefficient Std. Errar t-Statistic Frak.
i 14.02340 0456418 30.0651 6 Q.0000
R 0013170 0049679 0265097 07910
DEBTEQUITY -0.31 7046 0145861 -21736148 0.0302
LOTA -0.153603 0026042 -5.898260 0.0000
TOTA -0.081139 0.013941 -H.824443 0.0000
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efficientis-0.05, -0.32, -0.05.

ROCE =23.94-0.07CR-0.53D/E —
0.29LDTA-0.13TDTA

Theintercept valueis23.94. TheCR, D/
E, LDTA, TDTA co-€fficient valueis—
0.07, -0.53, -0.29, -0.13. Debt equity
ratioimpacted negatively towards ROCE
most. 1 unit changein D/E brings -0.53

EPS=73.13-0.60 CR + 4.16 D/E —
061LDTA-045TDTA

The constant co-efficient valueis 73.13.
Debt Equity ratio contributespositively
towards Earning per share. The Debt
Equity co-efficientis4.16. It means4.16
unit changesin EPSdueto 1% changein
D/E ratio. All other independent variables

affected negatively towards EPS.
unit changein ROCE. = y
Table6: ROE
Yariahle Coefficient Std. Errar - Statistic Frah.
c 28.90856 1.1864455 24 36574 0.0000
iR -0.051306 0126373 -0.4059490 0.6549
DEBTEQUITY -0.348407 0371036 -0.939013 n.34a82
LOTA -0.324043 0.0RE245 -4 891606 0.0000
TOTA -0.054548 0035463  -1.538162 01246
Table7: ROCE
Yariahle Coefficient Std. Errar Statistic Frab.
C 2394425 09477449 25.26433 0.0000
R -0.072647 0100947 -0.729560 0.46R0
DEBTEQUITY -0.539850 0296356 -1.821441 Q.0691
LOTA -0.298611 Q.052917 -5.643022 Q.0000
TOTA -0.134862 0028328 -4 TROT1T Q.0000
Table8: EPS
variable Zoefficient Std. Error t-Statistic Frob.
Z 7313923 1750997 4177004 0.ooaa
CR -0.BOTAERE 1.865026 -0.3245991 0.7446
DEBTEGLUITY 4. 160480 h.4788249 0.7597490 0.4477
LOTA -0.611410 0.9YTBA5 0625384 05320
TOTA -0451779 0523369 -0.863212 03334

Source: Author Computation from Computer output
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FINDINGS

* Thereis a significant relationship
between ROA, ROE, ROCE and
Capitd Structure Variables.

» Thereisnoreationship between EPS
and Capita Structurevariables.

» Capital structure variables have
approximately 25% impact on
profitability variablesonan average.

CONCLUSION

Thestudy resultsreved sgnificant relation
between capita sructureand profitability.
Thesefindingsimply that changein debt
and equity positionisassociated with the
profitability. Every firm should follow
optimumcapitd sructurewhichmaximizes
their profitability and reduce costs. The
debt and equity capital should be selected
carefully by organizations. The capital
gructuredecisoniscrucid for any busness
organization. The capital structure of a
concern depends upon alarge number of
factors such as leverage or trading on
equity, growth of the company, nature
and size of business, theideaof retaining
control, flexibility of capital structure,
requirements of investors, cost of
floatation of new securities, timing of issue,
corporate tax rate and the legal
requirements.
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ABSTRACT

This paper examines changes in spending patterns of Indian Government in the
Ministry of Drinking Water & Sanitation for the period 2013-14 till 2015-16 and
the thrust moving from drinking water to sanitation; it also examines the
expenditure patterns of the different componentsin rural sanitation in the state of
Odisha specifically. It tracesthetrajectory of increased budgeting of the GOI since
2014 on sanitation, but initially decreased spending in sanitation by the states,
due to late release of funds; it also examines the sudden surge in expenditure in
the states particularly Odisha in the area of sanitation from 2015-16 which
translated into improved infrastructure and better coverage particularly in
individual household toilets.

A component wise analysis shows the uneven patterns of expenditure with more
investment on infrastructure, particularly household toilets which has no doubt
helped in combatting open defecation, but low spending in areas like Information
Education and Communication (IEC) and a complete neglect of environmental
considerations by no spending in Solid And Liquid Waste management standing
as obstacles in real behavioural change in the state of Odisha. The paper comes
up with recommendations to review component wise spending and ensure greater
convergence for better delivery.

K ey Words — Budget, Component, Expenditure, Health, Sanitation, Water

INTRODUCTION

Is there any relationship between
sanitation, health, nutrition, and our well
being? It has been found that drinking
contaminated water and not gppropriately
disposing human excreta, lack of proper
hygieneand improper disposal of waste,
both solid and liquid can be the major
cause of many diseases.

Governmentsin Indiahave consistently
spent sizeable allocationsin the area of
drinking water and sanitation, but in spite
of thisaround 595 million people, which
are nearly half the population of India,
defecateintheopen (UNICEF: 2011); and
Census 2011 (GOI: Census2011) reports
that that 22 % of rural householdshaveto
walk more than 500 metres to fetch
drinkingwater.
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Indiaaccountsfor 90 percent of thepeople
in South Asiaand 59 percent of the 1.1
billion peoplein theworld who practice
open defecation (Banerjee et a 2013).
Though sanitation missionsareasold as
theformation of thelndian Sate, and have
in each 5 year plan addressed the
component of sanitation, but theemphasi's
was first on drinking water and shifted
mgorly to sanitationonly in2015with the
Swaccha Bharat Mission (SBM). The
figuresin both areas (Drinking water and
Sanitation) still leavealot to bedesired
and Indiawas one of themgjor defaulters
in the Millennium Development Goals
(MDGs).

Since 2015-16 with increased all ocation
for sanitation, there has been amarked
declineinthedrinking water dlocationsof
the Government of India(GOI) and this
could havegrimimpacts, consdering the
recent drought- situation in India,
increasing thedrinking water crisisand
evenleading to dip-backsintoilet usage.
Further, the Parliamentary Standing
Committee on Rural Developmentinthe
23rd Report onthe Ministry of Drinking
Water and Sanitationin May, 2016 takes
note of therepercussionsof thedeclinein
the Union Budget alocation for drinking
water programmeinrura India. Concerns
have al so been expressed on the quality
of water which isbeing addressed by a
sub-missonof theNationa Rurd Drinking
Water Programme, (NRDWP).
(Agarwaa 2017)

The sanitation missions at both the state
and national level have seen amgjor boost
not in just their budgets, but also in the

thrust of official attention. A Component
wiseanalysis of different budget heads
under sanitation, withtheemphasisonthe
state of Odisha, showslargeincreasesin
toilet coverage at the household level in
the state, and precipitous rise in total
Spending on sanitation, but poor coverage
in public toilets including schools and
Anganwadis(Day care centres).

Note must also be taken of previous
falluresof missonsliketheTotd Sanitation
Campaignlaunchedin 1999 whereit was
reported that 81 million households
constructed toilets at the end of the 11"
plan period. But this data was
subsequently found to beincorrect. The
decadeinfact saw progress being turned
upsidedownandironicaly anincressein
the number of rural householdswithout
latrines by 8.3 million. (Arjun: 2015)
Considering these statistics, more than
infrastructure, behavioura change hasto
be the key. And will alimited focus on
household infrastructure alone change
behaviour patterns when there is very
limited emphasison publictoilets.

Hypotheses

1. Asaresult of greater emphasis and
policy thrust on rural sanitation post
Swacha Bharat Mission, there was
increased spending in sanitationinthe
state level at Odisha from 2015-16,
inspiteof delaysin fund disbursement,
following patternsof previousyears.

2. Increased spending on sanitation saw
an emphasison building of household
level toilets, without concomitant
spending on public utilitiesof sanitation
and waste management.
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LiteratureSurvey

There has been substantial scholarship
edtablishingthecausd relationship between
poor sanitation and human health. Jamie
Bartram et al, argue in their paper,
“Focusing on Improved Water and
Sanitation for Health”, “that a silent
humanitarian crisis kills some 3900
children every day and thwartsprogress
towards the MDGs (now changed to
SDGs- Goal 6) especialy in Asia and
Africa’. They raiteratethat thebasisof this
catastropheisthat 4 of every 10 peoplein
the world do not have accessto even a
smplepit latrineand amost 2in 10 have
no access to safe drinking water. They
reved that far more peoplearevictimsof
these conditionsthan terrorism or weapons
of mass destruction, but these have not
captured the public and political
imagination and public resources, theway
themorepolitically volatileissueshave.
(Bartram et al: 2005)

Mishra and Ghadai, in “Merit Goods,
Education Public Policy—IndiaAt Cross
Roads’, show that thereisasignificant
reductioninthelndian budget in different
sectorsincluding swachabharat and state
that thereason given by theIndian Finance
Minigter, isthat withincreased dlocations
by the 14" Finance Commissionsin areas
like education, health and sanitation, the
statesshould taketheinitiative. (Mishra,
Ghadai: 2015)

In a study on, “Health, Nutrition and
Prosperity: A  Microeconomic
Perspective”, Duncan Thomas and

Elizabeth Frankenberg put forth theview
that “ health and economi ¢ prosperity are
congruent”. They opinethat inbothmicro
and macro data, anple evidenceis present
that awiderange of healthindicatorshas
a positive correlation with diverse
dimensions of economic prosperity.
“Isolating the causal pathwaysthat link
health and economics has been a core
issue. Causdlity runsinbothdirectionsis
likely”. They say that higher income
individua sinvest morein human capita,
including hedlth: asincomesgrow, moreis
invested on better diets, improved
sanitation and good health care, leading
to better productivity. (Thomas,
Frankenberg: 2002)

L ack of sanitation |leadsto disease, was
first noted scientifically in 1842 in
Chadwick’sseminal work. (Maraet al:
2010) “Report on an inquiry into the
sanitary condition of the labouring
population of Great Britain”. (Chadwik:
1842) A less scientifically rigorous but
nonetheless professionally significant
indicator of theimpact on health of poor
sanitation was provided in 2007, when
readers of the BMJ (British Medical
Journal) voted sanitation as the most
important medical milestone since 1840.
(Ferriman: 2007)

M ethodology

Based on therational e of examining the
spending patterns, to understand the
relationship between money spent and
targetsachieved, adetailed analysisof the
MoDWSdatafor the State of Odishawas
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Initiated with alook at across section of
performanceat adigtrict level and budgets
soentondifferent heads. Theachievements
of each district weretabul ated against the

money spent.

The study inits' natureis exploratory;
carried onto devel op an understanding of
whether the significant decline in the
budgets of the MoDWSin 2015-16 and
aprecipitousdeclineinthedrinking water
budget, affect the outreach of drinking
water to hitherto unreached areas, andin
tandemaffect publichedlth. It dsoexplores
thechanging patternsof investmentinwater
and sanitation and the need to emphasise
on behavioral change to ensure
sugtainability, through the consideration of
expendituredata. Onthisbassthedidricts
wereranked on thedifferent components
under thewater sanitationmissionlikeHHs
covered under toilets, Information,
Education and Communication material
available (IEC), Solid and Liquid Waste
Management (SLWM), etc. After the
districts were ranked, a second
stratification on performance and
geographica locationwasmadeto ensure
that the samplewasinclusivefromageo-
political perspective.

The data for the concerned study are
secondary in natureand collected fromthe
Ministry of Drinking Water Sanitation
(MDWYS), Government of India, website
(http://sbm.gov.in/sbnV). All thedatahas
been anayzed using ssmplearithmetical
techniques such aspercentagesand with
thehelp of excdl.

Sampling:

For the purpose of thisanalysis, initially
stratified sampling processwas adopted,
based ontwo Stratification variables:

1. Performance- thefirst criterion taken
into consideration is performing, less
performing and non performing districts
with regard to sanitation expenditure and
toilet construction. Districts chosen —
Angul, Baasorefor good performanceand
Koraput, Malkangiri for poor
performance.

A comparison of Odisha data with the
dtate of Rgjasthan wasdone, as Rgjasthan
wasfound to haveincurred the maximum
expenditure in 2105-16, if seen from a
component wise break up of sanitation
data, aswell asoverdl spending patterns
also, followed by Odisha.

2. Geographical location (Zone)-
Different geo- political regionswasthe
second consideration, along with pockets
of high concentration of Scheduled tribes
and castes. Samplesweretaken fromall
the five geo-political zones, Southern,
Western, Northern, Central and Coastal
Odisha. The districts of Koraput,
Makangiri and Ganjam havebeen chosen
assamplesfor South Odisha, andwiththe
first twodistrictsbeing entirely scheduled
areas with more than 50% tribal
population; Sundergarh for Northern
Odishaa so ascheduled district with high
tribal population, and hometo industria
infrastructure and rapid urbanization.
Baangir and Bargarh for Western Odisha
with high Scheduled caste popul ations,
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Kandhamal for Central Odisha and
Cuttack and Khordha from Coastal
Odishawith Khordha also home to the
State headquarters, Bhubaneswar.

A comparison with the expenditure data
of Jharkhand, whichisbordering Odisha
and aso hassimilar composition of ethnic
groups, has been doneto understand the
patternsof investment and thrust in two
gmilar gates.

After theinitia gtratified sampling process,
the 11 districtsand two states have been
chosen based on purposive sampling
process. The criterion used for the
purposive sample was the best and the
worst performers as regards to
expenditure and the geo-political
representation.

Discussions, Policy Implications

Declining trend in allocations for
Drinkingwater intheBudgets:

From FY 2013-14 to FY 2014- 15, the
totd alocation of MoDWSwasenhanced
by less than 1 percent from Rs 12,006
croreto Rs 12,107 crore. In FY 2013-
14, the MoDWS budget wasa ready just

0.11 percent of GDPat current prices. In
FY 2015- 16, the budget further dropped
to Rs 6,236 crore, whichisa48 percent
reduction from FY 2014-15. (Kapur et
a: 2015).

Though at the start of FY 2015-16, GOI
allocated Rs 3,625 crore for rural
sanitation but the revised all ocation was
enhanced that year by passing
supplementary budgets in July and
December. One of the reasons for this
increaseisduetotheintroduction of a0.5
per cent Swachh Bharat cessintroduced
inNovember 2015. (Kapur, Srinivasand
Raychoudhury: 2016)

With aproportionate increasein budget
allocationsfor rura sanitation, the share
of drinking water has been reduced even
furtherin2015-16. A provison of Rs2611
crore was made for NRDWP (National
Rura DrinkingWater Program) and rural
water supply inclusiveof Rs261 crorefor
the North-Eastern Region. 22% and 10%
of thetotal alocationi.e., Rs575 crore
and Rs 261 crores, is earmarked for
Scheduled Caste Sub-Plan and Tribal
Sub-Plan respectively for theyear 2015-

Table 1- Annual allocations of The Ministry of Drinking water and Sanitation

Y ear MDWS—Annual | Swach Bharat Mission- | Nirmal Bharat Mission
alocation* (only sanitation) (only sanitation)

2015-2016 | Rs. 6236 crores Rs— 3625 crores -

2014 -2015 Rs 12,107 crores Rs 2,850 crores

2013-2014 Rs 12,006 crore Rs 2,300 crores

2012-2013 Rs 13,005 crore Rs 2,500 crores

2011 -2012 Rs10,005 crores Rs 1500 crores

(Gopalakrishnan: 2015 & GOI: 2015)
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16. (GOI, MDWS: Notes on Demand-
2015) Thisisadrop from 2014-15 by
72 %, the budget for Drinking water in
2014-15being Rs 9192 crores.

Just 26.9 million of 167.8 million
households(16%) inrurd Indiahavepiped
water, asper the statisticsof theMoDWS
giventothe Rajya Sabhaon February 6,
2017 as per newspaper reports.

Changing allocation patterns and
priorities:

Total Sanitation Campaign (TSC)
approach was adopted in 1999 and it
spoke about behavioural change as the
“primedriver” for sanitation. In 2012, the
programmewasagain revamped asNirma
Bharat Abhiyan (NBA). In 2014, it was
redesigned once again and renamed asthe
Swachh Bharat Mission (SBM). In FY
2015-16, the budget for rural sanitation
stood at 58% of the total MoDWS
allocations, hiked from 24 percentin FY
2014-15, ahike of 34% points.

FromRs. 1,500 crorein FY 2011-12, the
provision for rural sanitation has been
steadily increasing, each year, with the
exception of 2013-14, which saw a8%
decline. Rs 3,625 crore had been
earmarked for the SBM fromtheoveral
Rs. 6,244 crores, which is 58% of the
dlotted fundtotheMDWSinthefinancid
year (2015-16) which is an increase of
27% over thepreviousfinancia yesar.

But though alocation increased, spending
decreased. Sizeablefundswereallocated
to statesfor sanitation, but alarge amount
wasunspent. The principal reasonsquoted

were*“delay in central releaseof funds’.
(Gopdakrishnan: 2015). InFY*2013-14,
30% of fundswere released only at the
end of thefinancid year, thatisinthelast
month (February- March); resulting in
under spending and the states spending a
mere45% of fundsalotted. Smilar trends
had been observedinthepreviousfinancid
year (2012-13) which saw 36% funds
being released aslateasMarch 2013.

InFY 2014-15, till February 2015, aslittle
as 33% of the approved fund was
disbursed by GOI and consolidated at the
block, district and state level. Upto
February 2016, only 49 per cent of the
total allocation had been sanctioned by
Government of Indiafor thefinancid year.
Release of SBM fundsto states hasbeen
quitedow. (GOI).

Annud Implementation Plansseethair find
sanction by the National Scheme
Sanctioning Committee of the MDWS.
Thefundsget rel eased based on approvals.

TheGOI? releasesfor rurd sanitation saw
adecline. InFY 2010-11, GOl released
97 percent of itsallocations. Thisfurther
decreased to 94 percent in 2013-14.

Spending patterns in Odisha and a
comparison with other states: Let us
look at thefundsavailablein Odishaunder
Swach Bharat Mission (inlakhs) and the
total Expenditurein 2015-2016.

The expenditure patterns of Odishawere
very low. While 2013 — 14 saw, Odisha
carrying forward a balance of Rs5608.
75 lakhs and even with a minuscule
alocation of Rs30.99 |akhs, the statewas
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ableto spend only 10.57% of the budget,
leading to acarry forward of Rs5112. 67
(lakhs); but even this was one of the
highest amongst states of itssize at the
national level. While 2014-15 definitely
saw improvement, but still only lessthan
50% of the budget alocated (Rs3641.38
lakhs) was spent. This is poor
performance considering funds were
available, asbaancesshow. Thebaances
in the year, 2013-14 was Rs 5112.67
lakhs and in the year 2014-15was at a
dightly reduced Rs3687.99 lakhs.

Angul district of Odishahad the highest
availablefund of Rs859.13|akhs (state
share) and Rs 2585.228 lakhs (Central
share) in 2014-15 but made aexpenditure
of amere 36% of the state and central
allocation and Ganjam district with 18%
expenditurein the state share and 29% of
the central shareshowed oneof thelowest
spending.

Therewereafew exceptiona performers
inspiteof thegenerd tide of low spending.
The districts of Bhadrak (95%),
Sambal pur and Jagatsingpur with 100%
expenditure of funds under the central
shareandthedidrictsof Baangir, Bhadrak,
Jagatsingpur and Sambal pur with 100%
expenditure under State share, were
exceptions to the general rule of low

spending.
But in 2015 -16 Odisha showed
unprecedented realization with the state

spending asmuch asRs39913.76 lakhs(
101.98%) of the state share and Rs
119706.30 lakhs (173%) of the central
share. 15 of the 30 districts of the state
showed 100% expenditure under state
share, though the State capital,
Bhubaneswar showed poor spending of
Rs33.93 lakhsand only inthe component
IEC materid . All thedistricts (with the
exception of the state headquarters,
Bhubaneswar) spend 100% of their funds
under the Central share, with
Bhubaneswar spending Rs 53.35 lakhs
and only under |EC.

Thefollowing digtricts of Odishashowed
some of the highest expendituresin the
country. Angul districtisalso being show
cased by the SBM, GOI as a model
district for sanitationinthe country. This
hasbeen aremarkableturn around story.

1. Mayurbhanj - Rs2565.06 [akhs(SS)
+ Rs7694.36 lakhs (CS); =
Rs10259.42 lakhs

2. Baeswar - Rs2495.90 lakhs (SS)+
Rs7483.37 lakhs(CS); =R S
9979.27 lakhs

3.  Sundergarh- Rs2219.26 |akhs(SS)
+ Rs6653.68 lakhs (CS); =
Rs8872.94 |akhs

4. Bargarh-Rs1951.02 lakhs(SS) +
Rs5865.151akhs(CS); =R S
7816.17 lakhs

5. Ganjam- Rs7567.57 lakhs(CS);
= Rs7567.57 lakhs

2Financial Year
3 Government of India
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6. Angul - Rs 1625.07 lakhs (SS°) +
Rs4877.37 lakhs (CSY); =
Rs6502.44 |akhs

7. Dhenkand - Rs1612. 71 lakhs(SS)
+ Rs4838.56 lakhs (CS); =
Rs6451.27 lakhs

8. Keonjhar -Rs 4917.44 lakhs (CS)
and=Rs4917.44 |1akhs

9. Baangir- Rs4441.331akhs(CYS);
= Rs4441.331akhs

10. Navarangpur - Rs 4395.46 lakhs
CS) = Rs4395.46 | akhs

11. Jagatsingpur - Rs 4189.45 lakhs
(CS); = Rs4189.45lakhs

12. Cuttack - Rs4066.48 |lakhs (CS);
= Rs4066. 48 lakhs

13. Jajpur - Rs4036.27 lakhs (CS);
= Rs4036. 27 lakhs

During this period (2015-16) the India
expenditure stood at Rs 1246850.64
(Iakhs) (with Rejasthan spending themost
in absolute numbers at Rs 171302.8
(lakhs) and Odishafollowingin second
position with an expenditure of Rs
159620.1 lakhs; and with Goashowing a
whopping 1080.93% of expenditure under
the state share though the actual
expenditure stood at a mere Rs 160.95
lakhs and Rs482.85 |akhs (324%) under
the central share.

In comparison in 2013-14 the India
expenditure stood at a mere 39.35% of
theallocation, with thetotal expenditure
of al the states (centre + state share) at

Rs. 268820 (Iakhs). Inameretwo years
therewasarise of 363% inthe national
level spending on sanitation. Bihar,
Madhya Pradesh, Tamilnadu and Uttar
Pradesh were some of themg or spenders
in2013-14, though none of them crossed
60% of their total budget with Tamilnadu
at thetop with 58.61%.

Consistently Jharkhand, Odisha’s
neighbouring statewith asizeabletribal
population like Odisha, spent at rates
below the Odisha spending, with the
exception of 2013-14, when Odisha
expenditure stood at 10.57% as against
Jharkhand at 18.96%. But in 2015-16,
Odisha had gone much ahead with
101.98% spending (Rs39913.76 |akhs)
under the state share and (Rs 119706.30
lakhs (173%) of the central share as
against 32.43% (Rs 8829.44) of
Jharkhand under the state shareand Rs
26276. 79 (157%) of the central share.
(GOI, MDWS: SBM Gramin, 2013-14,
2014-15, 2015-16)

What |ed to such animpetusin spending
intheareaof rural sanitation, for astate
which had been classified asalaggardin
the particular theme. Among the many
reasons that can be ascribed to the
increased spending, some of theforemost
may be ascribed to a greater national
consensus around “no open defecation”
having been devel oped with thelaunch of
the SBM, which saw greater bureacratic
involvement and the second is bigger

4 State share
5 Centrd share
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dlocationsto sanitationasagaing drinking
water also changed the thrust of the
campaign from 2014-15. But it is
noteworthy to seewhether thispercolated
to al thecomponentsof sanitation or has
beenlimitedto afew aress.

Component wisespendingin 2015-16
-Central and State Share.

Under thecomponent wiseexpenditurethe
paper has examined some of the main
program components of sanitation under
the SBM (Gramin). They are

1. Integrated Household L atrine (IHHL )
2. Solid and Liquid Waste Management
3. Sanitary Complex

l.IHHL

Thesituation of household toiletsin the
block level survey conducted by the
Ministry of Drinking Water and Sanitation
in 2012 showsdigtrictslikeAngul withless
than 5% householdswith toilets. Didtricts
like Balasore (34%) Ganjam (20%) and
Khordha (22%) HHs with access to
toiletswere some of the best performers,
ingpite of very low coverage, with tribal
districts like Makangiri and Koraput
showing toilet coverage aslow as 2.4%
and 2.7% respectively, of theHHswith
access to toilets. The total increase in
Integrated Household L arine(IHHL ) from

4. School Toilet 201210 2016isof 14% pointsin Odisha,
>.Angarwedi Tollets with the maximum coverage reported in
6.1EC 2015-16.
Table2- Changesin 2013-14 t0 2015-16in IHHL
Sl Districts No. of HH | No. of Households | % change | No.of HH | Total % of
coveredin | covered 2014-15 reported in | Balance HHS
2013-14 (including [2015-16] | uncovered | left
unapproved HHs
o 12 (©) 4 ©) (6) @) (8)
1 Angul 397 10601 328.58% | 54125 221000 71%
2. Balangir 3956 2690 -38.58% | 49191 308185 81%
3. Bargarh 2599 3872 39.86% 65048 264847 68%
4. Ganjam 1481 3301 80.15% 85044 497561 71%
5. Koraput 415 4694 242.58% | 37445 232807 83%
6. Makangiri | 21 2254 467.59% | 23670 105634 79%
7. Kandhamal | 46 5661 481.27% | 36532 120321 71%
8. Khordha 469 3907 211.99% | 40757 177765 67%
9. Cuttack 575 3917 191.87% | 44726 362306 75%
10. | Baasore 10055 12070 18.27% 81970 224737 44%
11. | Sundergarh | 875 3783 146.4% 73756 206431 65%

(GOI-MDWS: Target vrsAchievement- 2017)

Whilecertain districtslike Balasoreand
Angul have taken very sizeable and
successful legpsforwardto challengeopen
defecation, but seven of theedlevensample
digtrictsstill continueto show morethan

70% HHswithout toilets. Below Poverty
Line(BPL) familiesmust beincentivized
tomaketoilets. Availability of water sands
asamgjor impedimentin IHHL use, and
availability of water must belinked with



Swachha Bharat Gramin: A budget analysis of India’s sanitation program.... | 181

construction of toilets, or fall backscan
be anticipated asin previousmissions.

SomeHighlightsof IHHL

1. Thehighest expenditureonIHHL in
Odishahasbeen madeby Mayurbhan
district with an expenditure of Rs
2562.11 lakhs under the state share
and Rs7685.84 | akhsunder thecentral
share, followed by Ganjam with an
expenditure of Rs 2526.05 lakhs
under the state shareand Rs 7560. 16
lakhs under the central share and
Baasore stood third with Rs2459.07
|akhs under the state share and Rs
7376.85lakhsunder the centra share.

2. Thelowest expenditureunder IHHL
in Odishahasbeen madeby thedistrict
of Boudh (Rs904.41 |akhs) under the
central share and (Rs 300.87 lakhs)
under the state share. Though low
expenditure may not signify low
coverage, as Boudh is the smallest
district of Odisha with just 3 CD*
blocks. Kalahandi and Malkangiri
districts also continue to be low
spendersunder IHHL.

3. Balasore now shows the second
lowest (44%) HHsl eft without toilets,
just below Deogarh digtrict with 41%.
Malkangiri and Koraput with low
expenditure under thishead also still
have 79% and 83% HHsrespectively
to be covered.

[I. Solid and Liquid Waste
M anagement:

To createclean environs, itisessentia to
focuson IECinterventionsemphasisingon

Solid and Liquid Waste Management
(SLWM) for creating afelt need for such
waste management amongst the people.
This should lead towards setting up of
methodsfor scientific disposal of waste
material in manners that have visible
impacts on populations. The local self
government has to be encouraged to
demand for asystem to managewastein
their environment, and also take the
respong bility to operateand maintain.

All the30digtrictsof Odishahavenot spent
asinglerupee under thishead, Solid and
Liquid WasteManagement under the Sate
or central share; and even Khordhadidtrict,
whose headquartersis Bhubaneswar the
sate capita, seemsto havedrawnablank
under thisfor thelast two financial years
2014-15 and 2015-16.

In 2014-15, Gujarat had the maximum
expenditure both from the central and the
state share under SLWM with an
expenditure of Rs1324.68 |akhs (central
+ state share). 9 statesincluding Odisha
made no expenditure under thishead. In
2015-16, Gujarat was replaced by
Haryana who topped the expenditure
under thishead from both the Central and
State share with an expenditure of Rs
1309.191akhs. 12 statesincluding Odisha
drew a blank under this head. (GOI-
MoDWS- District Wise Stateand Central
Share: 2015-16)

Such management isur gent and must
bemadewhileadheringtotherulesof

1. Municipa Solid Waste Management
and Handling 2000
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2. Environmental ProtectionAct 1986

3. Biomedica Waste Management and
Handling Rules 1998

4. HazardousWaste Management and
Handling Rules 1989, 2003, 2008

[11. Sanitary Complex

With the exception of Cuttack district no
other digtrict hasmadeasanitary complex
in2015-16. Cuttack district hasmadean
expenditure of Rs 8.4 lakhs from the
central share and Rs 4.2 lakhsfrom the
state share, whichistheonly expenditure
under thisheadinthisfinancia year. None
of the other major urban hubsin the state
haveinvested on sanitary complexesinthe
year, inspite of the emphasison creating
urbaninfrastructure around sanitation by
the SBM. In 2014-15, from the state
share, Rs4.67 lakhsand central share Rs
9.35lakhswas spent by Cuttack; and the
only other districts who spent under
Sanitary Complex are Balasore and
Dhenkanal. Thereisadeclineof 45%in
expenditure between 2014-15 and 2015-
16, under thishead.

V. School Toilet

Very low emphasi shasbeen paid to schoal
toilets, eventhough 21% of schoolsremain
without toiletsin the state. Only Balasore
and Kendrapada, of the 30 districtshave
spent Rs 74,000 and Rs 3.92 lakhs
respectively (central share) and
Sundergarh and Khordha have spent Rs

32,000 and Rs 1. 68 lakhs respectively
(state share) onschool toiletsin 2015-16.

Asagainst thisin 2014-15, the state had
spent Rs 188.35 lakhs under Central
Share and Rs 82.08 lakhs under state
share. Thereisa75% dropinexpenditure
under this head between 2014-15 and
2015-16.

V. Anganwadi Toilet

Not asingledigtrict of Odishahasincurred
any expenditureon Anganwadi toilets(day
carecentresfor children), either fromthe
Central or State sharein 2015-16. Thisis
inspite of the fact that only 48.49% of
Anganwadisin the state havetoilets. In
2014-15 the state had al so spent amere
Rs1.60lakhs(both central and Sateshare
inclusve) under thishead.

VI.IEC

Two districts of Odisha, Gajapati and
Nayagarh have not spent asingle rupee
ether fromthestateor Central shareunder
|EC. State headquarters, Bhubaneswar
has spent only on oneheed, |EC. Thetotal
expenditurein |EC has been Rs562.62
lakhs in the year 2015-16. The
expenditureintheyear 2014-15wasRs
564.98 lakhs. Thereisadeclineof 0.4%
fromthepreviousyesar.

I nter state Comparison

If welook at component wisespendingin
the year 2015-16, under the head of

& Community Development
"Integrated Child Devel opment Scheme
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IHHL, Odishaspending at Rs 39,680.98
lakhs (SS) and Rs 119030.59 lakhs (CS),
stood next to only Ragasthan at Rs
41730.95 lakhs (SS) and Rs 126577.75
lakhs (CS) .

The lowest spending was recorded by
Sikkim among states at Rs44.72 lakhs,
(37.78%) under thestate share (Thethree
UTsof A&N Islands, D&N Haveli and
Puducherry) did not spend at all, and the
lowest spending under the Central share
wasagain by Skkimwith anexpenditure
of Rs 400. 12 lakhs. The 3 Union
Territoriesof A& N islands, Puducherry
and D&N Haveli, did not spend even
under the Central share. But Sikkim'slow
spending does not reflect poor sanitation
coveragefor Sikkim.

Spending under the head of Community
Incentiveto GPwasseenonly inthe state
of Chattisgarh and Gujarat which spent Rs
166.31 lakhs and Rs 499 lakhs
respectively.

Under the head of sanitary complexes, the
highest spender was West Bengal
gending Rs282.03|akhsinthestate share
and Odishastood at apoor 22" position
withagpending of Rs4.2lakhsinthe state
share; as far as Central shares was
concerned, Puducherry spending Rs560.5
lakhswas at thetop and Odishawasat a
lowly 23 position with aspending of only
Rs5.931akhs.

Himachal Pradesh topped spending under
School toiletswith an expenditure of Rs
803.62 lakhsunder the central shareand
Rs74.39 lakhsunder the state share and
with Odishashowing amere spending of

2lakhsfromthegateshareand marginaly
more at Rs 4.66 lakhs from the central
share. (Contradictory dataabout central
gpendinginschool toiletsin Odishaisseen
inthe MDWSwebsite). But Odishahas
mobilized sizeable funds from Public
Sector Undertakings and even some
private companiesunder their mandatory
CSR expenditurefor the Swach Vidydaya
Campaignin 2015-16.

InAnganwadi toilets, Jharkhand with an
expenditureof Rs74.251akhsand Jammu
and Kashmir with aspending of Rs36.57
lakhs top the central share expenditure
chartsonthishead. Rgasthanwithagate
shareexpenditure of Rs31.9 lakh hasthe
highest spending from the state share.
Odishaspent nothing from either the state
or central share on anganwadi toilets,
though only 48.49% of anganwadisinthe
state havetoilets. Thevisuaization of the
|CDS? programme of the anganwadi as
an ECD (Early Childhood Devel opment)
centre and to be thefirst health post for
children cannot befructified without basic
sanitationandtoiletsin the centres. Urgent
utilization of funds under this head is
required to makethe anganwadi centres's
functional in the true sense, and not to
merely work asfood distribution points.

The maximum spending from the state
share on |EC was done by West Bengal
with aspending of Rs508.53 lakhsand
Odishaat the 10" positionwith aspending
of Rs151.35|akhs. Asfar ascentrd share
wasconcerned, West Bengd topsheretoo
with aspending of Rs 1500.83 lakhsand
Odishain comparison at the 12" position
withaspending of Rs411.26 |akhs.
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Oneof theprimedriversfor changeaways
has been behavior change, more so in
practices which have a cultural
connotation. Ablution practices socio—
culturally have been based around public
bodieslike ponds, streams, asitisoften
connectedtotheritud lifecycleof afamily
andanindividua and hasimportant socio-
cultural implications. These behavioral
practices only change gradually. Thus
repeated links between morbidity and
open defecation through constant use of
IEC in local languages can play an
important rolein changing the behavior
patterns. But Odisha continuesto show
poor expenditurepatternson | EC, with
only two districts in the sample,
Balasoreand Bhubaneswar (Khordha)
crossing an expenditure of Rs 50
lakhs. Odishamust take aleaf out of the
examplesat by itsneighbouring state, West
Benga herewnhich showsan expenditure
of morethan 2000 |akhs under thishead
in2015-16.
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Training and Extension on Health,
Hygiene and Behavioural Change-
Maor investmentsoninnovativeextenson
servicesarerequired, with aspecial cell
devoted to dissemination of IEC. The
extension servicesmust bemonitored and
coordinated with the panchayat to make
it more effective. Districtslike Koraput,
Makangiri, Balangir which still havelow
coveragein IHHL and asoin the other
components of SBM continue to also
show poor expenditureon | EC. They must
be encouraged to use I[EC more
extensvely at effective points.

It isthe role of village level extension
workers, aswell asthe PRI functionaries
tomost effectively tranamitinformationon
practicesrelated to useof basic socia and
physica infrastructure. Lack of trainingon
the causal relationship between morbidity
and bad sanitation, stands as an
impediment in working as an effective
change agent in areas like sanitation.
Training of dl PRIsand extensonworkers
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IS an investment required to make the
campaign moreeffective.

Conclusion

The SwacchaBharat Mission hasclearly
not been just about increased budgetsfor
sanitation, but Stateslike Odishawhich
have long been laggards in the area of
sanitation have also seen clear increasein
not just spending and expenditure, butin
thecoming up of rea timeinfrastructure
both at the household level and the public
ingtitution level. But important areaslike
School toilets, Anganwadi toiletswhich
haveanimportant rolein not just checking
highIMR!and CMR?, but dsoincreasing
enrolment and retention of girlsin the
schools- continueto be neglected.

Andistheshift away from Drinking water
to sanitation, an appropriate mechanism;
will shifting the emphasis away from
drinking water not be just addressing the
problemin havesasclean drinking water
playsan equally important role, asbetter
sanitation for good hedth. Isit not essentid
and appropriateto increaseinvestments
inboththe areas, asaheathy workforce
can better contributeto economic growth
and human development?

Theimportance of IECin contributing to
theultimate successof asanitation program
isclearly not seenin stateslike Odisha,
whose focus in spite of several failed
sanitation missionscontinueto beonly on
physical infrastructure and not on
behaviora change. Behaviord changemay
ultimately bethekey intheimportant area

of water and sanitation and its neglect
could bethemissinglink.
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