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Abstract

External debts for a developing country is one of the major sources of finance

for development and economic growth, but have always been a debatable topic among

economists due to some problems associated with it such as debt accumulation and

sustainability. Importance of external debt cannot be overlooked as it is the booster of

economic growth. It is crucial to understand the Indian economy through the adjustment

of fiscal dimension like external debt raised by government of India. Hence, the current

study will aim to analyze the growth of external debt and its components and the

reasons behind it. Also studied the implications of polices adopted by government in

two different phases.
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INTRODUCTION

External debt (or foreign debt) is that part of the total debt in a country

that is owed to creditors outside the country. The debtors can be the government,

corporations or citizens of that country. The debt includes money owed to private

commercial banks, other governments, or international financial institutions such

as the International Monetary Fund (IMF) and World Bank. During the early

nineties of 20th century, India experienced worst economic crisis ever in the

history since independence (Saxena & Shanker, 2017). Oil price hike due to the



Gulf War and other external forces directly impacted the Current Account Deficit

(CAD), which eventually led to the crisis of Balance of Payment (BOP). Prolonged

negative impact on India's Current Account Deficit (CAD) eventually led to the

crisis of Balance of Payment (BOP) and severe conditions like hyper-inflation

over 13 per cent during early 1990s (Shanker, 2014).To alleviate this crisis,

Government of India decided to borrow funds from International Monetary Fund

(IMF) and brought significant economic reforms since 1991. These external

borrowings led to expeditious increase in external debt and mounted up country's

debt account. However, this convertibility led to the depreciation of Indian

Rupee and swollen the value of external debt tremendously. This scenario forced

policy makers to disturb the foreign reserves and public treasury to meet the

external liabilities.

LITERATURE REVIEWS

The study of (Agarwal & Gangal, 2015) examined the long-run and short-

run causality relationship between external debts, foreign direct investment and

current account balance in reference to India from 2000-01 to 2012-13. The

analysis was done by using Granger causality and Vector Error Correction models

(VECM). It was assessed that selected variables were integrated of order 1 that

is I(1). Results of VECM models showed that there was only long-run causality

relationship between external debts and current account balance but not in the

short-run.

The study titled "How excessive are external imbalances in selected

transition countries" by (Aristovnik, 2006) found the evidence that there was a

positive and statistically significant relation between total (lagged) external debt

and the current account balance for selected European countries such as Czech

Republic, Estonia, Hungary, Latvia, Lithuania, Poland, Slovakia, Slovenia and

others. The study applied generalized method of moments (GMM) to investigate

the relationship. It was found that a 1% point increase in total external debt led

to 0.02-0.04% point increase in current account balance in the next year.

Cline (1985) studied the relationship between the economic growth and

external debt. According to his studies, external debt contributes positively to

growth. He argued that external debt will have a positive impact on the economy

of the borrowing country, if marginal productivity of each available external debt

is greater than or equal with the principal and the interest.

Jayme (2001) examined the sustainability of external debt in Brazil to

check whether Brazilian economy in consideration of its external debt repayments

was kept solvent from 1969 to 2000. The study used Augmented Dickey-Fuller
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(ADF) Test and Johansen Co-integration Test allowing for linear deterministic

trend and non-deterministic trend in the data. It was found that there existed

positive and significant relationship of GDP and GDP per capita between inflows

and indebtedness.

Siddique and Selvanathan (2015) investigated a negative effect of

the external debt on economic growth of 40 poor countries over the period 1970-

2007. Empirical evidence revealed the the main causes for the debt overhang

problem are poor internal and external economic policies.

RESEARCH GAP

The existing literature depicts the relationship between external debt

and the economic growth of country as well as the impact of main macro-

economic variables on external debt. One study also identifies the poor economic

policies are the cause for the debt overhang problem. But, there is lack of in-

depth research on trends and growth of external debt and its components in two

different phases of developing country.

RATIONALE FOR THE STUDY

The current research aimed to examine the growth and trends of external

debt comprising of government borrowings and non-government borrowings and

further their components to analyze which sector is demanding more external

debt and reasons behind it, so that necessary polices should be framed and

implemented for the effective management of external debt.

OBJECTIVES OF THE STUDY

l To analyze the trends in growth and composition of India's external

debt before and after financial crises

l To study the percentage change in government and non-

government borrowings

l To study the policies and strategies implemented by government

of India for external debt.

l To suggest optimal policy options for effective management of

external debt.

SCOPE OF THE STUDY

External debt had been one of the prominent topics of debate among

economists. Some economists argue that external debt is one of the important

sources of capital for a country as it has positive impact on investment and the
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economic growth. Others contradict this view, as they describe the problems

associated with external debt, e.g., problem of debt accumulation, inability of a

country to meet debt obligations, debt sustainability, difficulty in raising foreign

loans in its own currency etc. With this scenario, current research aimed to

examine the trends and growth of external debt that cover all the years from

2000-2017.Therefore,it takes into account significant global and national economic

events such as financial crises 2007-08, European sovereign debt crises and

demonetization in India 2016

METHODOLOGY

(a) Sources of Data

The study is based entirely on the secondary data which has been

collected from the various sources such as data base of Reserve Bank of India

and various government sources and published journals and articles. The annual

data for each year corresponded to the financial year starting from April 1 of

one year to March 31of the next year.

(b) Selection of Time Period

The study covers the period of 17 years from 2000-2017.The entire time

period has been divided into two phases. The first phase is from 2000-2007,

which has been taken as pre-financial crises period. The second phase is after

2007-2017 which has been taken as post-financial crises period. The justification

of dividing the period in two phases is to compare the movement of external

debt and getting a clear idea that how it has changed over the two phases.

(c) Data Analysis Procedure

The study intends to analyze the growth of external debt and its

components under different phases. For this purpose, simple statistical tools

such as trend analysis and percentage analysis to know AGR (Annual Growth

Rate) are used. It is analytical research in nature. The following formula was

used to compute the rate of change.

Rate of Change = 
Value in the Current Year – Value in the Previous Year

Value in the Previous Years
 × 100

ANALYSIS

Pre-financial Crisis Period (2000-2007)

According to Twelfth Status Report published by Department of

Economic Affairs under the Ministry of Finance, Government of India, the
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country's external debt increased to USD 125.2 billion in March, 2006 from USD

123.2 billion in 2005 (Department of Economic Affairs, 2006). However, the report

mentioned that the debt indicators in the same period showed persistent

improvement.

Table 1

Data for External Debt During April 2000-March 2007 (US$ billion)

Year External % Total % Change  Total % Change

Debt Change Government (Total Non-Gov- (Total Non-

(External Borrowing Government ernment Government

Debt) Borrowing) Borrowing Borrowing)

2000-01 31.105 -1.06 27.414 -0.62 3.691 -4.23

2001-02 31.899 2.55 28.29 3.20 3.609 -2.22

2002-03 29.994 -5.97 27.271 -3.60 2.723 -24.55

2003-04 29.297 -2.32 26.826 -1.63 2.471 -9.25

2004-05 31.744 8.35 29.204 8.86 2.54 2.79

2005-06 32.62 2.76 29.996 2.71 2.624 3.31

2006-07 35.337 8.33 32.514 8.39 2.823 7.58

In Table 1, one could see the trend analysis of government borrowing,

non-government borrowing, and total external debt for the period 2000-01 to

2006-07. The values clearly indicate that the external debt remained relatively

stable till 2005-06 when the external debt was USD 32.62 billion and subsequently

it increased to reach USD 35.337 billion in 2006-07. The rise in the external debt

can be attributed to the disturbances in the global economy which occurred in

2004 and eventually resulted from huge corporate borrowings overseas via

external commercial borrowings and foreign currency convertible bonds which

were demonstrating a rise in the domestic investment activities (Rais, 2013).

According to Global Development Finance 2006 by World Bank, the external

debt of India improved significantly after 2000 with regard to its obligated

counterparts (Department of Economic Affairs, 2006). The main reason for the

considerable stability of external debt is the significant increase in foreign

exchange reserve assets.

The Figure 1, shown above, clearly indicates the trend analysis

during pre-financial crisis period. The external debt increased from USD 31.105

billion in 2000-01 to USD 35.337 billion in 2006-07. However, the total

non-government borrowing fell from USD 3.691 billion in 2000-01 to USD
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2.823 billion in 2006-07. The figure clearly indicates that there were not many

fluctuations in the level of external debt, total government borrowing and

the total non-government borrowing. The pre-global economic and financial crisis

of 2008, i.e., years between 2004-05 and 2007-08, there was a change in the

composition of external debt inflows. According to the World Bank statistics,

during period 2001-07 India continues to be among the less indebted low income

Figure 1 : Trend Analysis of External Debt During April 2000-March 2007
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Figure 2 : % Change of the External Debt During April 2000-March 2007
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countries, however, the acceleration in the buoyant exports and foreign reserves

have strengthened India's external debt management (International Working Group,

2009). The moderate growth in external debt during 2001 to 2007 was due to

sustained initiative towards debt consolidation.

The above graph shows the percentage change in the components of

external debt during the period of 2000 to 2007.The graph clearly indicates that

the external debt declined during 2002-03.In the similar context, the total non-

governmental borrowing fell during the same period and increased in the

subsequent years. The Table 1 also indicates that total non-government debt

fell by 24.55 % in 2002-03 and the external debt fell by 5.97%. In this context

the study of (Topalova & Nyberg, 2010) stated there was a continuous fall in

the debt service payments during the period of 2002-03. To this, the study of

(D. C. Mohan & N. Chitradevi, 2014). highlighted that there was a continuous

rise in inflation rate due to the external disturbances also increased external

debt after 2004.
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Figure 3 : Trend Analysis of the Components of Government Borrowing

The figure, shown above, clearly indicates that concessional and non-

concessional debt in the pre-financial crises period. The figure clearly indicates

that the concessional debt in total multilateral level of external debt of the

country kept on increasing after 2001 except in the year 2005-06 and held a

significant portion in the total exposure, which was good since this component
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of liability could decrease the cost of debt. The non-concessional debt fell till

2003-04 and increased after this period and that was because of the rise in the

non-concessional private debt. In this context, the study of (Waheed, 2009)

highlighted that the concessional and the non-concessional didn't witness

much fluctuations in the pre-financial crisis period.
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Figure 4 : Trend Analysis of the Components of Non-Governmental Borrowing

The above graph highlights the components of non-governmental

borrowing during the pre-financial crises period. The trend lines clearly indicate

that there was a fall in the amount of public debt. On the other hand, debt of

the financial institutions and the private sector was relatively stable. In this

context, the study of (Waheed, 2009) stated that the majority of the public sector

undertakings which were undergoing loss were sold or acquired by the private

sector. This improved the efficiency of the public sector due to which they

witnessed the amount of loans in this sector reduced.

Post-financial Crisis Period (2007-2017)

Even during the global financial crisis in 2007, the Government of India

was able to bring down the gross fiscal deficit to below 4 per cent of the GDP

due to strong revenue growth and mobilization of foreign exchange reserves

(Pradhan, 2014). However, the after effect of financial crisis was evident in the

fiscal deficit of 2008-09 by recording 8 per cent of GDP. In addition, the debt

(both internal and external) to GDP ratio was about 70 per cent, which was

higher than the target figure of 60 per cent set by finance commission. It was
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believed to be that the worst performance of Current Account Deficit as the

main reason for the huge fiscal deficit for India after 2008.

Table 2

Data for External Debt During April 2007-March 2017 (US$ billion)

Year External % Total % Change  Total % Change

Debt Change Government (Total Non-Gov- (Total Non-

(External Borrowing Government ernment Government

Debt) Borrowing) Borrowing Borrowing)

2007-08 39.49 11.75 36.17 11.25 3.32 17.57

2008-09 39.54 0.12 35.72 -1.24 3.81 14.91

2009-10 42.86 8.39 37.83 5.88 5.03 31.93

2010-11 48.48 13.11 42.58 12.57 5.90 17.17

2011-12 50.45 4.08 43.69 2.60 6.77 14.77

2012-13 51.59 2.25 43.54 -0.34 8.05 18.97

2013-14 53.42 3.54 44.60 2.43 8.82 9.55

2014-15 52.39 -1.92 43.02 -3.55 9.38 6.30

2015-16 54.00 3.07 44.17 2.69 9.83 4.83

2016-17 54.50 0.93 44.36 0.42 10.15 3.23

According to the Department of Economic Affairs, (2014), the increase

in the external debt could be contributed to the fact that the international bodies

like IMF, World Bank, stepped in with emergency financing for the economies

that badly impacted by the global and financial crisis of 2007-08. The studies

argued that the overall proportion of debt creating inflows in the capital inflows

rises from 29.6 per cent in the year 2009 to 36.7 per cent in 2012 of all the

developing nations (Department of Economic Affairs, 2014).

In Table 2, one could see the values of government borrowing, non-

government borrowing, and total external debt for the period 2007-08 to 2016-17.

The Table clearly indicates that there was a big jump of total external debt from

USD 39.49 billion in 2008 to USD 54.502 billion in 2016-17. It might be due to the

acceleration in the short-term debt along with a high rise in commercial

borrowings in 2007 revealing the weakening of the US dollar against other major

world's economies which further accompanied by the rise in trade credit in 2008,

therefore, contributing to acceleration of the external debt in 2008-2009 (Rais,

2013). During the beginning of the 2010, India comes out as a world's fifth

largest indebted nation in the world. This increase in debt was attributed to
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both internal as well as the external reasons. The external factor raised in the

form of spillover effects of the financial crisis of 2008. On the other hand, the

internal factor was increase in the government spending in different welfare

schemes as the eleventh five year plan aimed at more inclusive growth. The

government increased its expenditure in to achieve the state level targets that

were related to income poverty education health infrastructure and environment

(Pradhan, 2014).

Figure 5 : Trend Analysis of External Debt During April 2007-March 2017

2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17

60.00

50.00

40.00

30.00

20.00

10.00

0.00

U
S

 $
 B

ill
io

n

External Debt

Total Government Borrowing

Total Non-Government
Borrowing

The figure highlights the trend analysis for external debt and its

components for the post-financial crisis period. The figure clearly indicates that

there was rise in the external debt and the total government borrowing. Moreover,

the government borrowing contributed around more than 80 per cent in the total

exposure and rest of the portion by non-governmental borrowing However, the

total non-government borrowings were stabilized during the period. The study

indicates that the majority composition of external debt is multilateral levels and

the external debt inclined significantly over the period of 2006 to 2016. The

report by (STCI Primary Dealer Ltd., 2017) shows that there was a declination in

the external debt of India in 2017 as compared to 2016. The author believes that

this declination in India's external debt was mainly due to the significant rise in

NRI deposits, External Commercial Borrowings and short-term debts, which hold
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significant quota in external debt. The author also hints that the debt

sustainability India started to become an issue and to resolve it the policy

makers have to take care about key macroeconomic indicators

Figure 6 : % Change of the External Debt During April 2007-March 2017
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The fluctuation of percentage change in external debt is associated

with decline in non-resident Indian (NRI) deposits and commercial borrowings.

In addition, the intense fluctuation of external debt is also associated with

depreciation of the US dollar (Reserve Bank of India, 2018). The figure 6 shows

the huge variations in the percentage change of external debt (multilateral level)

in each year with respect to the previous year at the same period. The year

after the global financial crisis, Indian economy experienced a huge inclination

in the external debt related to the multilateral level by around 28 per cent as

compared to the previous period. However, the year 2010 witnessed a

significant decrease in the external debt of India. This is mainly associated to

the fact that the borrower classification found the outstanding debt of the

Government increased by 5% approximately. On the other hand, non-

Government debt declined by the end of the quarter.  This was, however, found

to be associated with the decreased valuation of US Dollars by 0.5%

approximately (Reserve Bank of India, 2018).
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The above figure indicates the trend analysis for two major components

of government borrowing including the concessional and non-concessional debt

for the post-financial crisis period. The graph clearly indicates that there is

consistent rise in the amount of non-concessional debt. In this context, the

study of (Eswaran & Meenakshisundaram, 2017) indicates that the among the

components of the external debt, the major increase was witnessed during the

period of 2007 to 2016.

2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17

30

25

20

15

10

5

0

U
S

 $
 B

ill
io

n

Concessional

Non-concessional

Figure 7 : Trend Analysis of the Components of Government Borrowing
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The above figure indicates the trend analysis of the components of

non-government borrowing, i.e., public sector, financial institutions and private

sector in the post financial crisis period. The figure clearly indicates that there is

continous increase in the amount of debt taken by the public sector and the

financial instituitions. On the other hand, the debtof the private sector remianed

relatively stable.In this regard, the study of (Waheed, 2011) highlighted that in

comparison to the other developing countries, India was facing a high rate of

financial debt in the post finanacial crises period.The reveue generated by the

public sector units fell and the government had limited options of repaying the

debt through the potential taxation.

POLICY IMPLICATIONS

Policies in the Pre-Financial Crisis

The government undertook measures in the public and private sector to

reduce the level of government debt. The government encouraged the private

and public sector undertaking to repay the high cost commercial borrowing.

Most of the borrowings undertaken by these units were raised up in the

international capital markets. In addition to this, the government allowed the

private sector undertaking to convert the outstanding loans to equity shares.

New methods and software like Commonwealth Secretariat-Debt Recording and

Management System (CS-DRMS) were adopted for calculating the data of external

debt. Further, the government adopted new efforts in order to improve the

coverage and presentation of the external debt statistics. Lastly, the Government

of India focused upon raising new funds through the concessional terms from

the less expensive sources which have long-term maturities(Arora, Rathinam, &

Khan, 2010). The Government of India created a channel for private investment

through privatization of public sector :-companies and inviting foreign investors

to invest, which also helped the Indian economy to bring down the external

liabilities significantly. Since, the incorporation of FEMA in 1999, the policy

makers brought a number of liberalizations in capital account management and

this led to increase in foreign exchange assets and capital inflows through private

sector channel (Partha Ray, Sur, & Nandy, 2017)

Policies in the Post-Financial Crisis

The RBI took several steps to prevent fast depreciation of Indian rupee

due to massive capital outflow by FIIs by selling billions of dollars in the foreign

exchange market from its reserves. According to the Banking Regulation Act,
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1949 (as amended by The Banking Regulation (Amendment) Act, 2017), banks

have to maintain – in addition to cash reserve requirements – assets in India

amounting to 40% of their total liabilities in India. Besides, unwinding of some

market stabilization scheme was also undertaken to increase liquidity with the

banks. In this way about Rs. 2,00,000 crores had been infused into the domestic

money market to alleviate the pressures brought on by deterioration in global

financial environment. In addition two more policies were formed, the first aimed

at developing a deep and liquid bond market in India. It was to enable setting

up of a Public Debt Management Agency and unification of debt market with

the securities market infrastructure and regulatory framework. The second aimed

at creating legal framework for orderly resolution of failing financial firms, where

there exists a vacuum in India today. The act was to enable the setting up of a

resolution framework for financial firms and a Resolution Corporation. 

SUGGESTIONS

Though various polices have been introduced by the government of

India and have shown some rate of success to deal with external deb. But, here

are some suggestive polices for the effective management of external debt that

have proved successful in other countries to deal with the debt problems. Firstly,

Interest Rate Manipulation-maintaining low interest rates is one of the way

government seek to stimulate economy as it facilitates to generate tax revenue

and reduce national debt. As it make easy for business and individuals to borrow

money that further spend on buying goods and services, which creates tax

revenues and jobs. This policy is adopted by the United States, European Union,

United Kingdom & other nations with some success. Secondly, Instituting

Spending Cuts - In 1990, double digit budget deficit was faced by Canada. The

nation reduced its budget deficit to zero within three years and cut its one-third

public debt within five years. This was done without raising taxes by the country.

Thirdly, Lowering Debt Successes - In 1994, Sweden was close to financial ruin

but, the country had a balanced budget through a combination of spending cuts

and tax increases by late 1990s.Tax increases and spending cuts play a role in

both efforts. Fourthly, Pro Business/Pro Trade - It's another way nations can

reduce their debt burdens. Debt burden was reduced to 10.2% in 2010 from 80%

of gross domestic product in 2003 by Saudi Arabia by selling oil.

CONCLUSION

In the pre-financial crisis period external debt witnessed both positive

and negative trend in the expansion of external debt of the country. The year
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2003 and 2004 took huge turn around by decreasing the external debt by around

8 per cent as compared to the previous period. However, thereafter the economy

experienced a significant expansion in the external debt. In the post financial

crisis period, the trend of external debt was fluctuating around, both positive

and negative phase. In 2009, after the global financial crisis, the Indian economy

saw a humongous jump in the external debt expansion. It expanded around 28

per cent compared the previous period of the financial crisis year. It was believed

that the deterioration of Indian Rupee value as the main reason for this huge

expansion. Despite this crisis, the Indian economy again managed to decrease

the external debt significantly in 2010.

For India, to achieve a sustainable growth there is a need to use external

debt in developmental activities to generate revenue to pay debt. Earlier external

debt leads to crises because it was used for non-developmental purposes like

Lok-Sabha elections. External debt is not a burden if it is wisely used to generate

higher returns or revenues and if the optimal polices are implemented by the

government timely for the effective management of external debt.
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Abstract

The main purpose of the present research work is to explore the human

resource accounting disclosure (HRAD) level of the Indian commercial banking sector.

The sample for the present study comprises 10 commercial banks forming part of the

Bankex index of BSE. HRAD level of the selected banks was examined by analyzing

their annual reports. The HRAD index was created in this study after an extensive

review of the literature and it consists of 34 important HRA items. The study also

determined the association of HRA disclosure with bank-specific attributes such as age,

size of business, and profitability. The results reveal that most of the banks are aware

of HRAD and are voluntarily disclosing some of the information related to the human

resources in their annual reports. The present investigation further indicates that age,

size of business and profitability of the sampled banks, are found to be the strong

determinants of HRA. Size is found to havea positive influence on HRAD, but the age

and profitability have inverse association with disclosure level of HRA of the banks.

Key Words

Human Capital, Disclosure Practices, Disclosure Index, Corporate Attributes

INTRODUCTION

Human Capital (HC) development is the main harbinger of a country's

future growth. In the current business era, there is a time for organizations to

recognize the tremendous power that lies in skillful and satisfied employees.

Attainment oftrained and loyal employees provides a competitive advantage over



their rivals. Indian economy is moving from manufacturing to service economy.

The success of service-based businesses depends on the quality of services

their customers receive which are performed by employees. So, in a service-

based business system, their reputation is solely based on employees'

performance. Despite being a significant element for growth and development

for any kind of business, this resource is neither measured nor disclosed in

annual reports of the organizations. Gamerschlang (2013) has pointed out

incomplete regulation for HC disclosure as one of the reasonsfor limited

information disclosure.

Organizations have various stakeholders such as investors, suppliers,

and shareholders. Every stakeholder is interested in knowing true the picture of

the company, which is not available from existing company sources. So, these

stakeholders have to depend on the other alternative sources to get the

required information that is considered to be a costly affair (Kaur et al., 2016).

At present, all expenses related to human resources (HR) are shown as

expenditures instead of capitalizing and writing off them on an annual basis.

Current accounting treatment of HR expenses does not follow the 'matching

principle' that requires revenue to be matched with the expenses incurred to

earn that amount of revenue. Even the International Accounting Standards

Board (IASB) has not come out with any standard to evaluate and report the

human capital.

HR is evaluated with Human Resource Accounting (HRA) system which

describes the measurement and reporting for a most important asset of the

company. According to the committee report of the American Accounting

Association (1973), HRA is the process of identifying, measuring and

communicating this information to interested stakeholders. Currently, Human

Resource Accounting Disclosure (HRAD) in India is voluntary in nature similar

to most of the other developing countries. Due to which HRAD made by

companies in India are unstructured, inconsistent and incomparable across

companies and industries (Kaur et al., 2016). Hence, there is a dire need to

explore this area, so that policymakers can set standardized evaluation method

and reporting practices for human capital. By considering these points in view,

the present study was conducted to explore the HRAD level of the Indian

commercial banking sector. This study also investigates the association of the

HRAD level with specific attributes of selected commercial banks.

The remainder of the paper is structured as follows : Section 2 provides

a relevant review of HRAD practices and hypotheses deduced from the review

in this section. Section 3 describes the research design and methodology. Section 4
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presents the results and discussion part of the present investigation. The conclusion,

managerial implications, and limitations have been provided in Section 5.

REVIEW OF LITERATURE AND HYPOTHESES DEVELOPMENT

Researchers started exploring the concept of HRA many years back but

it still lacks the general acceptability by the organizations. Pyle (1970) has done

an empirical study in the area of Human Resource Accounting. He mentioned

two types of human resources: internal and external. The former includes

employees of the firm and later deals with the customers, stockholders,

underwriters, and creditors. The researches put emphasis on measuring HR and

uses ofthisinformation by managers, financial analysts, and other stakeholders.

Flamholtz et al. (2002) in their paper provided an overview and history of human

resource accounting for promoting academic research and organizational

implications of HRA.

Dean et al. (2012) and Cherian and Farouq (2013) have reported that

entrepreneurs and individual from the accounting field opine that information

related to human resources should not be disclosed. The latter researchers have

also found that entrepreneur resists HRAD as it provides evidence for wealth

creation. The former researchers found that HR valuation is avoided as it is

subjective in nature. Both Dean et al. (2012) and Cherian and Farouq (2013)

suggested there should be a specific valuation model that may be able to bring

consistency in the disclosure of human resource information. Stovall and Neill

(2017) highlighted the ethical implications of current accounting principles related

to human resources. The study uses institutional economic analysis to examine

the ethical implication of current human resource accounting.

As suggested by Pyle (1970) and Flamholtz et al. (2002) evaluation and

disclosure of Human capital will benefit many stakeholders.Various researchers

investigated the usefulness of HRA information for different users. Hendricks

(1976) investigatedthe influence of HRA information on investment decision. Both

studies supported that information disclosure related to human capital has a

significant impact on investment decision making.

The utility of HRA information for another important group of

stakeholders 'managers' is also explored by different researchers including

Tomassini (1977), Rasikbhai and Makwana (2012) and Enyi and Akindihinde

(2014). The investigations revealed that managerial decisions are affected by the

availability of human assets information. Gates and Langevin (2010), Sharma

(2012), Ijeoma et al. (2013), Ijeoma1 et al. (2013), Akindihinde (2015) and

Adebawojo (2017) have investigated another dimension of managerial perception
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towards HRAD information. Theseresearch studies have determined the impact

of HRA information on the performance of the business enterprises and found

that HRA information has a positive impact on the performance of the business.

There area set of studies which analyzed the disclosure practices of

various organizations. Jalaja and Bhargavi (2018), Shukla and Naghshbandi

(2015), Vohra (2015) and Joshi and Mahei (2012) examined HRA disclosure

practices of Indian companies. Joshi and Mahei (2012) analyzed the HRA

disclosure of 4 Indian companies that is CCI, HPCL, Infosys and Rolta India

Ltd. Shukla and Naghshbandi (2015) selected HPCL, ONGC, NTPC and Rolta

India Ltd. for the study. Vohra (2015) examined HR disclosure of ONGC, HPCL,

CCI, KRL and OIL and Jalaja and Bhragavi (2018) selected BHEL, SAIL, Infosys

and Rolta India Ltd.

Furthermore, Joshi and Mahei (2012) and Vohra (2015) also compared

the disclosure level of HR between the selected companies. The time period for

the study of Shukla and Naghshbandi (2015) was the year 2013-14. Joshi and

Mahei (2012) conducted their study over the time period of 2007 to 2011. Both

Joshi and Mahei (2012) and Shukla and Naghshbandi (2015) found that most of

the selected companies were using Lev and Schwartz model with or without

some modifications. Shukla and Naghshbandi (2015) also stated that ONGC was

using present value by discounting the estimated earnings method. Further

analysis found that the number of employees was highest in ONGC and lowest

in Rolta India Ltd. However profit per employee was highest in Rolta India Ltd.

and lowest in NTPC.

Joshi and Mahei (2012) interestingly pointed out that selected

organization have stressed more on human capital accounting instead of human

asset accounting. It means that the value assigned by these companies to their

HR denotes the present value of the cost with respect to the remaining service

life of the employee that an organization would bear rather than the contribution

that it will receive from the employees. So, there is a need to develop asset

approach as regards to human resources. The study also found that Rolta India

Ltd. is providing minimum disclosure of HR information. Joshi and Mahei(2012)

and Jalaja and Bhargavi (2018) suggested that there is need of universally

accepted accounting model. The time period for the study of Vohra (2015) was 8

years starting from 2002 to 2009. The result of the study found that HPCL has

scored the maximum and KRL scored the lowest. The study found that Indian

Public enterprises do not follow a uniform reporting of HRA.

There are many studies which identified the factors influencing the

HRAD. The present research work has been devoted to the relationship of

organizational age, size, and profitability with HRAD.
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Age

Age of business is hypothesized in the literature to be significantly

related to the level of HRAD. It is assumed that as the business grows older it

becomes well-established and an established organization can disclose more

information to its stakeholders (Ullah et al., 2014). Moreover, with the passage

of time, businesses get themselves listed onthestock market as a result thatthey

start disclosing additional information to attract more investors.Table1 summarises

measurement proxies of age taken by previous studies. Anifowose et al. (2017),

Junior et al. (2016), Kaur et al. (2016), Sarkar et al. (2016), Ullah et al. (2014),

Fontana and Macagnan(2013) and Mamun (2009) have assumed that age

hasasignificant association with HRAD level. However, Alam and Deb (2010)

predicted that age did not have a significant association with HRAD.The studies

in the past have mixed results. Junior et al. (2016), Ullah et al. (2014), Alam and

Deb (2010) and Mamun (2009) found that age didn't have a significant relationship

with the level of HRAD. But Anifowose et al. (2017), Kaur et al. (2016), Sarkar et

al. (2016) and Fontana and Macagnan (2013) proposed that age of organization

have a positive association with HRAD information. In the present study, age has

been measured as in 2018 since the year of establishment of the organization.

The following specific hypothesis has been tested in the present research work :

H1 : Age of the bank is positively associated with the level of HRAD.

Table 1

Studies on the Association Between Age of the Organization and HRAD

Sr. Authors Year Country Establishment Year of

No. Year Listing

1. Anifowose et al. 2017 Nigeria 1

2. Junior et al. 2016 Brazil 1

3. Kaur et al. 2016 India 1

4. Sarkar et al. 2016 Bangladesh 1

5. Ullah et al. 2014 Bangladesh 1

6. Fontana and Macagnan 2013 Brazil 1

7. Alam and Deb 2010 Bangladesh 1

8. Mamun 2009 Bangladesh 1

Total 1 7

Source : Consolidated by Authors

Size

Size of the organization has been investigated in many studies as a firm
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characteristic that influences HRAD. It is based on the idea that larger

organizations can disclose more information as their cost of disclosing information

is lesser as compared to smaller organizations (Kaur et al., 2016; Fontana and

Macagnan, 2014 and Athanasios et al., 2013). Many researchers in the past have

used different measures of size (Table 2). In the present study, total assets have

been taken as a proxy for the organizational size. All the studies shown in Table 2

hypothesized that size has a positive association with HRAD level except Ullah et

al. (2014) who have found that size of the organization has a negative association

with HRAD level.The results given in Table 2 suggest apositive association of

size with HRAD except for the study by Brown et al. (2005) who did not find any

such relationship between the two variables. The present study hypothesized that :

H2 : Size of the bank is positively associated with the level of HRAD.

Table 2

Studies on the Association of Firm Size and HRAD

Sr. Authors Year Country Total Number Market Gross

No. Assets of Emp- Capita- Revenue

loyees lisation

1. Anifowose et al. 2017 Nigeria 1

2. Junior et al. 2016 Brazil 1

3. Kaur et al. 2016 India 1 1 1

4. Sarkar et al. 2016 Bangladesh 1

5. Petera et al. 2015 Czech Republic 1

6. Michael et al. 2014 Nigeria 1

7. Ullah et al. 2014 Bangladesh 1

8. Fontana and 2013 Brazil 1

Macagnan

9. Michael 2013 Nigeria 1

10. Huui and Siddiq 2012 Malaysia 1

11. Dominguez 2011 Spain 1

12. Moller et al. 2011 German 1 1

13. Alam and Deb 2010 Bangladesh 1

14. Mamun 2009 Bangladesh 1

15. Brown et al. 2005 Pacific Island 1

Countries

Total 8 5 5 2

Source : Consolidated by Authors
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Profitability

The profitability of the organization has been investigated up to maximum

times in the literature which is associated with HRAD. It is assumed that if

earning of a business is more than the industry average then it is in favor of the

business to disclose more information to maintain its reputation (Sarkar et al.,

2016 and Mamun, 2009).

Oko (2018) investigated the relationship between HRA and

profitability with survey method. The study concluded that there is a

significant association between them. The literature has used different

measures of profitability (Table 3). In the present study Return on Assets

(ROA) has been used as a measure of profitability as it takes into

consideration the assets necessary to produce income (Jimba and Awodiran,

2015 and Enofe et al., 2013). The findings of the previous studies have shown

mixed results regarding the association between profitability and HRAD. The

present study has hypothesized :

H3 : Profitability of the bank is positively associated with the level

of HRAD.

RESEARCH METHODOLOGY

Research methodology refers to a systematic way of solving a research

problem. For achieving the reliable results, it is essential to have a good research

methodology. To achieve the objectives of the study is discussed next.

Sample Size and Data

Thecurrent study is empirical in nature and is focused on the commercial

banking sector in India. The sample for the study is all 10 commercial banks

forming part of the Bankex Index of BSE. The study has examined annual reports

of all the ten banks forming part of the Bankex Index for the year ending March

31, 2018. Data on the bank attributes such as the age of bank, size, and

profitability has been extracted from the Centre for Monitoring Indian Economy

(CMIE) PROWESS database.

HRAD Index

An HRAD index was devised for analyzing the annual reports. This

index was devised on the basis of an extensive review of the literature and a

thorough study of annual reports of selected banks. The main objective of the

index is to highlight disclosure of human resource information by the banks.
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Table 3

Studies Considering the Association Between Profitability and HRAD

Authors Year Country Return Return EBITDA Profit  Earn- Mar-

on on After ings gin

Asset Equity Tax Per

Share

1. Alawi and 2018 Qatar 1

Belfaqih

2. Anifowose 2017 Nigeria 1

et al.

3. Asika et al. 2017 Nigeria 1

4. Junior et al. 2016 Brazil 1

5. Kaur et al. 2016 India 1

6. Sarkar et al. 2016 Bangladesh 1

7. Souza et al. 2016 Brazil 1 1

8. Chouhan and 2015 India

Naghshbandi

9. Jimba and 2015 Nigeria 1

Awodiran

10. Sengupta and 2015 India 1

Majumder

11. Ullah et al. 2014 Bangladesh 1

12. Athanasios 2013 Greece 1

 et al.

13. Enofe et al. 2013 Nigeria 1

14. Fontana and 2013 Brazil 1

Macagnan

15. Prince et al. 2013 Nigeria 1

16. Sharma and 2013 India 1 1

Sharma

17. Akintoye 2012 Nigeria 1

18. Huui & Siddiq 2012 Malaysia 1

19. Micah et al. 2012 Nigeria 1 1

20. Dominguez 2011 Spain 1

21. Moller et al. 2011 German

22. Alam and Deb 2010 Bangladesh 1

23. Mamun 2009 Bangladesh 1

Total 8 3 3 4 4 2

Source : Consolidated by Authors

Liaqat Ali, Anuradha Barda / Indian Management Studies Journal 23 (2019) 17-3424



The index consists of 34 important items of HRA disclosure which have been

presented in Table 5.

Content Analysis

Annual reports of the sampled banks were analyzed with the help of a

content analysis technique on the basis of the designed index. This procedure

is used to quantify the qualitative information on the basis of selected criteria

(Milne & Adler, 1999; Gamerschlag, 2003). The main issue in content analysis is

the selection of recording units. On the basis of the recording units, it can be

conducted by counting words, sentences or by reading whole text. In the current

paper, words are selected as recording units for examining annual reports. Further

annual reports of sampled banks wereanalysed on the basis ofdevised 34 items

disclosure index with dichotomous procedure. In this procedure, a bank was

awarded '1' if the item is disclosed in annual reports and '0' if the item is not

disclosed. Thereafter, total HRAD score has been ascertained by summating all

the scores awarded to a particular bank which provide the dependent variable

for the model. This total score obtained by each bank reveals the number of

items disclosed by it.

Model Specification

The regression model used in the study is specified as under :

(HRADI)i = α + β1 AGE + β2 SIZE + β3 PT + ε

Where,

i = Banking company

α = Inception of the regression line

AGE = Represents the age of the banks measured as on 2018

SIZE = Total assets of the bank

PT = Profitability measured by return on assets (ROA)

ROA = Earnings before interest and tax / total assets

ε = Standard error term

RESULTS AND DISCUSSION

Descriptive Analysis

Annual reports of the selected banks for the year 2018 were examined

on the basis of a finalized HRAD index by using the content analysis. The total

score thus obtained by each bank has been computed which have been depicted

in Table 4. The average HRAD score comes out to be 18 which is considered to
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be very low as compared to the maximum obtainable score (34). It indicates a

low level of HRAD across banks. However, none of the banks scored zero which

implies that all the banks are aware of the importance of the disclosure of

information related to human resources of the company. But, disclosure is

considered to be voluntary as government and other legal committees have not

formulated Act to disclose and evaluate the information related to employees of

the organization. Thus, there is a low level of HRAD in the annual reports of

banks.

Table 4

Banks' HRA Disclosure Score

Sr. Bank Disclosure Sr. Bank Disclosure

No. Score No. Score

1. Axis Bank of India 15 6. IndusInd Bank 12

2. Bank of Baroda 16 7. Kotak Mahindra Bank 12

3. Federal Bank 11 8. Punjab National Bank 16

4. HDFC Bank 16 9. State Bank of India 20

5. ICICI Bank 15 10. Yes Bank 12

Source : Consolidated by Authors

Table 5 shows a summary of the HRAD according to individual elements

of the index. It can be deduced that most of the disclosed items are employee

strength, employees' salary, provision for salary, managerial remuneration,

gratuity, provident fund and salary escalation ratio while the least disclosed

items are HR valuation model, discount rate, human resource value, human

resource development fund, training and development expenses, gratuity

provision, education index, length of employees in the organization and past

experience of the employees. The valuation model, human resource value and

discount rates were not found to be disclosed by any of the banks which

indicate that selected banks do not evaluate their human resources.
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Table 5

Summary of the Disclosed Items

Sr. Disclosed Items Total Sr. Disclosed Items Total

No. Number No. Number

of Banks of Banks

Disclosing Disclosing

1. Employee Strength 10 18. Gratuity 10

2. Employee Hired on 7 19. Gratuity Provision 0

a Temporary Basis

3. Education Index 0 20. Pension fund 4

4. Age-wise Segregation 2 21. Provident Fund 10

5. Average Age of the 5 22. Leave Encashment 8

Employee

6. Gender-wise Segregation 9 23. Superannuation Fund 7

7. Group-wise Distribution 5 24. Human Resource 0

Development Fund

8. Number of Disabled 7 25. Employee Benefit Fund/ 1

Employees Worker Fund

9. Employment Length in 0 26. Employee Turnover 7

the Organization

10. Past Experience 0 27. Employee Turnover 1

Age-wise

11. Staff Cost 8 28. Other Employees Benefits 9

12. Employee Remuneration 10 29. Profit Per Employee 6

13. Provision For 10 30. Salary Escalation Rate 10

Remuneration

14. Managerial Remuneration 10 31. ESOP 9

15. Training and 0 32. Valuation Model 0

Development Expenses

16. Number of Employees 33. Discount Rate 0

who have Undergone 6

Training

17. Gender Wise Segregation 4 34. Human Resource Value 0

of Employees Undergone

for Training

Source : Consolidated by Authors
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Correlation Analysis

Pearson Correlation Analysis was applied to determine the mutual

association between the dependent variable (HRAD) and independent variables

such as the age, size, and profitability. The results indicate a significant

correlation between HRAD and the business size (Table 6). But age and

profitability do not show a significant association with HRAD.

Table 6

Correlation Analysis

Total Age from Size as Profitability

HRAD Incorp- Total as Return

Score oration Assets on Total

Year Assets

Total HRAD Score Pearson Correlation 1

Sig. (2-tailed)

N 10

Age from Pearson Correlation .298 1

Incorporation Year Sig. (2-tailed) .402

N 10 10

Size as Total Assets Pearson Correlation .908** .415 1

Sig. (2-tailed) .000 .233

N 10 10 10

Profitability as Pearson Correlation -.571 -.726* -.452 1

Return on Total Sig. (2-tailed) .084 .017 .190

Assets N 10 10 10 10

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

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

Regression Analysis

As correlation analysis indicates a significant relationship between

HRAD and all the independent variables, so regression analysis was conducted

further to determine the strength of this relationship. The results of regression

produced R2 = 0.933 and adjusted R2 = 0.900. This study indicates that

approximately 90% of the variation in HRAD is explained by the three

independent variables. The results further indicate that the size of the bank has

a positive and significant association with HRAD = 0.861, sig. < 0.05 (Table 7).

This result is in agreement with the finding of Junior et al. (2016), Kaur et al.

(2016), Sarkar et al. (2016), Petera et al. (2015), Michael et al. (2014), Ullah et al.
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(2014), Fontana and Macagnan(2013), Michael (2013), Huui and Siddiq (2012),

Dominguez (2011), Moller et al. (2011), Alam and Deb (2010) and Mamun (2009).

It suggests that larger the size of the bank, the more it will disclose information

regarding its human capital.

The analysis further revealed a significant but inverse relationship

between profitability and level of HRAD = -0.476, sig. <0.05 (Table 7). There

seems to be an agreement with the results of Micah et al. (2012) and Belkaoui &

Kahl (1978). Return on assets represents overall profitability of a company. But

when investments made in HRA are shown as expenses in financial statements

of a company then both, assets and total earnings are understated (Micah et al.,

2012). The model analysis also revealed a significant negative association

between age and HRAD = -0.404, sig. <0.05 (Table 7) which indicates that

incorporation age of bank has an inverse association with disclosure level of

human capital. It may be due to old established companies already have a

reputation in the market, so they avoid making extra efforts to disclose more

HRA information. But for a newly established company, it is important to disclose

more HRA information to attract more investors and build its reputation in the

market.

Table 7

Regression Coefficients

Independent             Unstandardized Standardized t Sig.

Variables               Coefficients Coefficients

B Std. Error Beta

(Constant) 16.242 1.376 11.807 .000

Age from Incorporation Year -.059 .023 -.404 -2.611 .040

Size as Total Assets 3.133E-007 .000 .861 7.212 .000

Profitability as Return -1.819 .604 -.476 -3.013 .024

on Total Assets

Dependent Variable : Total HRAD Score

CONCLUSION

The present study investigated HRAD of the Indian banking sector.

The study also explored the relationship between corporate characteristics such

as age, size, profitability, and level of HRAD. An HRAD index was developed to

analyze the disclosure of information related to human resources. The study

concluded that overall HR information disclosure of the selected banks was
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found to be low as compared to the maximum disclosure score. This research

work also confirms that the size has a significant positive influence on disclosure

level of HRA. Whereas, age and profitability are found to have a significant

negative association with HRAD.

The lower level of HRA information disclosure signifies that banks are

aware of the importance of HRA information, but as it is voluntary in nature,

the level of disclosure is found to be quite a low. Moreover, the disclosure is

not found to beconsistent across banks because of which it is difficult to

make a comparison. The government should make HRA valuation and

disclosure mandatory. It should also come out with specific evaluation methods

for HR that will bring consistency in HRA disclosure and valuation across

firms. This would also help investors in making optimal investment decisions.

In addition, HRADhas a positive impact on employees too.The employees start

giving valuable services tothe organization and as a result, they become more

loyal towards the organization. Employees feel motivated and work more

efficiently.

The present study also has some limitations. One of the limitations is

the sample size as the study covers only top ten banks which may not represent

the entire banking sector. A sample size, that is small, decreases the confidence

level of the study which consequently, increases the margin of error. Another

limitation is the subjectivity in the methodology of devising a disclosure index

as it is not a standardized one. Also, the study uses a word-based content

analysis technique which is found to be inappropriate sometimes as words may

be detached from the contextual background.
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Abstract

An attempt has been made in this paper to analyze the factors affecting

choice of television channels. Data was collected from 120 respondents through google

forms. Exploratory factor analysis followed by regression was performed to see the

relationship of independent variable over the dependent variable. Results confirmed

that information, knowledge, awareness and pleasure seeking emerged as significant

positive indicators of customer satisfaction leading to selection of TV channels. This

study will help to predict that which media is preferred mostly by the consumers for

watching television channels.
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INTRODUCTION

The Indian Media and Entertainment (M&E) industry is a sunrise

industry for the developing Indian economy. It is also on the edge of growth

due to rising consumer demand which, in turn, leads to an increase in advertising

revenues. The industry has been largely driven by increasing digitization and

higher internet usage over the last decade. There has been significant growth in

TV channels covering news movies, kids' programmes, entertainment, life style,

religious programmes etc. Most of viewers watch T.V. to stay up-to-date of the

activities taking place in their areas, regions, states, countries or all over the



world. The viewers' decision-making process is subjective of internal and external

factors and it can be measured by his choice of channels, programs and the

number of repeat visits. By measuring the factors that influence viewers'

preferences and satisfaction, television stations can develop marketing strategies

that are responsive to customers' needs and wants which, in turn, helps to

achieve a competitive advantage. Indian media and entertainment (M&E) industry

grew at a CAGR of 10.90 per cent from FY17-18; and is expected to grow at a

CAGR of 13.10 per cent to touch Rs. 2,660.20 billion (US$ 39.68 billion) by FY23

from Rs. 1,436.00 billion (US$ 22.28 billion) in FY 18 (IBEF, 2018). India's media

consumption has grown at a CAGR of 9 per cent between 2012-18, almost nine

times that of US and two times that of China. The industry provides employment

to 3.5-4 million people, including both direct and indirect employment in CY

2017.Newspaper readership in India has increased by 40 per cent to 407 million

in 2017 from 295 million in 2014.India's advertising revenue is projected to reach

Rs 1,232.70 billion (US$ 18.39 billion) in FY23 from Rs 608.30 billion (US$ 9.44

billion) in FY18 (IBEF, 2018). The Government of India has supported Media and

Entertainment industry's growth by taking various initiatives such as digitizing

the cable distribution sector to attract greater institutional funding, increasing

FDI limit from 74 per cent to 100 per cent in cable and DTH satellite platforms,

and granting industry status to the film industry for easy access to institutional

finance. India's pay-television industry is expected to grow at a compound annual

growth rate (CAGR) of 9.2% to touch $14.5 billion in revenue by 2021 compared

to $ 9.4 billion in 2016 (IBEF Report, 2018).

This study will help in understanding the factors which lead to customer

satisfaction regarding watching of particular channels. It will also help to

understand that which media is preferred mostly by the consumers for watching

television channels.

LITERATURE REVIEW

The crux of few studies which have been conducted to understand

factors leading to choice of television channels have been described below :

Wachira et al. (2011) conducted a research on the factors that influence

consumer preference of television stations by public primary school teachers in

Langta Division, Nairobi. This study was a cross-sectional survey undertaken

among the 56 public primary school teachers in Langta Division using

questionnaires using descriptive statistics such as the frequencies, mean and

the standard deviations. The study found out that Citizen T.V. was preferred by

majority., News coverage, the type of programs aired, T.V. stations presenters,
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and clear reception of the T.V. station signals as the major factors that influence

preference of Television stations by public primary school teachers in Langta

Division.

Nazakat (2011) compared the commercialization and westernization of

television in the Kurdistan Region and found that TV has created a new vista

for the Kurdish women. The study accentuated that modern Kurdish women are

viewers of the foreign mass media; they compare and contrast their lives with

those that they witness in the films and soaps of international television

productions. This leads to misperception in terms of the conflict between the

traditional Kurdish way of life and the contemporary lifestyles they observe on

the television.

Gurleen and Sukhmani, (2011) studied T.V. viewership patterns among

youngsters in Northern India, reveals that most of the young Indians watch

television either, most often "or sometimes" and spend about 3-5 hours daily.

Various reasons for Indian youth to watch television, mainly four factors emerged

as most significant which includes Generation of Knowledge and Learning,

Medium of Relaxation, Pass time, and Stress management tool. It can be

concluded from the study that males preferred knowledge-based programs and

females mostly prefer watching movie.

Vandana (2011) analyzed the impact of television on rural women.

Results of the study found that 47% respondents spent 1-2 hours in a day on

viewing television. 48% respondents like to watch family serials. Majority of

respondents reported 30% change in their dresses and 23% change in food

habits after watching Television.

Singh and Sandhu (2011) conducted a study to make note of various

television viewing habits among youngsters of Northern India and to identify

the factors, which encourage television viewership among youngsters. A sample

of 750 respondents from 5 states of Northern India were selected for analysis.

Factor analytic approach was applied on 14 statements to find the reason for

television viewership. The study concluded that most of the young Indians

view television as a learning tool and there and consider as their favourite

time pass activity. It was further concluded from study that there was no

significant difference in frequency of watching television between males and

females.

Devdas et al. (2013) conducted a research on cultural impact of

television on urban youth - an empirical study in Karnataka. Survey method

using questionnaire was conducted, in 4 urban centers of Karnataka between

December 2012 and February 2013. A systematic stratified sampling method
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was employed, 800 samples were selected for study. The data analysis shows

that television has profound influence on its viewers especially on younger

generations. Both young male viewers and young female viewers are inclined

to cultural impact amounting from television. This study supports the

argument that men and women generally differ in their reaction to television

programs.

Ramana and Hari (2014) highlighted that most of the people around 20-

35 age group watch Television at night and late night for about 1-3 hours daily.

With increase in age, there is a noteworthy transformation in the pattern of

television viewing. Education and qualification levels lead to no significant

change in the pattern of television viewing. It was also confirmed in the study

that people watch the television for attaining knowledge and learning. Males

preferred to watch television shows, debates and discussions and movies as

these programs supplement their understanding and provide pleasure. Females

mostly prefer to watch serials, television shows and movies as these provide

them of fun, comedy, and sadness & tragedy in the programs. All age groups

have a preference for serials in entertainment channels for 1-3 hours at evening

either alone or with family and thereby felt normal.

Sammy and Hallen (2014) conducted a research on the impact of

television viewing in influencing adolescents sexual behaviour. The paper sought

to investigate T.V. influence on the sexual behaviour of adolescents by

addressing the following three fundamental concerns, how television influences

sexual behaviour of adolescents, the extent to which T.V. viewing may determine

the sexual behaviour of adolescents, and the potential dangers associated with

exposure to sexual content on T.V. The paper found that adolescents often seek

sexual information from television content rather than their parents or other adults

by being attracted to programs with sexual content. There was need for the education

of students, parents, media organizations, government and the entire society on the

negative effects T.V. has on adolescent's sexual behavior. This awareness would

help in understanding of the problems as it affects the adolescents.

Kumar et al. (2015) conducted a research on study on consumer

preference towards DTH service in Coimbatore city. Questionnaire, Journals,

Articles, and Magazines and various relevant websites were used for collecting

data. The sample of 200 respondents, convenient random sampling and the

Statistical Tools such as Descriptive analysis, Chi-square test, ANOVA, Average

Rank were applied. Majority of the respondents had given a top priority to

channels like Sports, followed by Music, News, Movie, Business, Kids Special,

Serials and socio economic and demographic profile of the respondents was
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significantly related to Quality.

Morshid and Sarkar (2015) conducted a research to specify the factors

affecting consumers' perception towards Bangladesh Television. The survey was

undertaken at Dhaka City and a sample size of 200 was taken to understand the

impact of factors like entertainment, technology, information, program, on viewers'

choice. Data was analyzed using statistical tools like Paired t-test, Frequencies,

crosstabs, regression analysis, and correlation. From the data analysis, 20 factors

were found significant influencing the dependent variable. The significant

variables emerged from the study were amusement, enjoyment, drama, picture

quality, sound quality, coverage, etc. The study also identified factors like

entertainment, technology, information, programme and attitude towards

Bangladesh T.V. From the regression analysis, it had been found that the value

of R square is 0.934. The means independent variables have 93% impact over

the dependent variable. Adjusted R square is .934 which is close to R square.

Malik (2016) conducted a research on factor affecting preference for

television news channels among school teachers with special reference to District

Sirsa, Haryana. Data was collected from the school teachers with a sample size

of 42 teachers in Kendriya Vidyalya in Sirsa district with the help of semi

structured questionnaire and analyzed using descriptive statistics. The findings

were that most of the respondents watched T.V. for more than 30 minutes and

the preferred news channel such as Aaj Tak and ABP news, station airs highly

influence the choice and preference of television stations, preferred local

programs as compared to foreign programs based on the language of programs,

tastes and issues that are relevant to the viewers' lives.

Westenberg (2016) conducted a study on the influence of YouTubers

on teenagers. The main objective of the study was that parents should know

more about the behavior of their teenagers on YouTube and make rules about

what should be allowed and what should not. Interviews were used to explore

views, experiences, beliefs and motivations from both the teenage viewers and

the YouTubers. A sample of 16 in-depth interviews with 20 teenagers in total

and 4 in-depth interviews with 4 YouTubers in total. The findings were that

YouTube had replaced T.V. and was a part of the daily routines of teenagers,

watched videos every day, talk to their friends about YouTubers, join friends

chats with other fans, own or follow fan accounts, send personal messages to

their favorite YouTubers, wear merchandise and go to fan meetings. Although it

was such a big part of their lives, many parents are not aware of this community

on YouTube and didn't not knew what their children do online.

Based on above literature review, an effort was made to understand the

factors which influence consumers to watch the particular channels and in which
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media such as Television, Netflix and YouTube. An attempt was also made to

understand the behavior of consumers regarding choice of TV channels after

TRAI new regulations for the Television and broadcasting. Based on the literature

review, following hypothesis have been framed:

H1(a) : There is a significant positive association between customer

satisfaction and information.

H1(b) : There is a significant positive association between customer

satisfaction and awareness.

H1(c) : There is a significant positive association between customer

satisfaction and knowledge.

H1(d) : There is a significant positive association between customer

satisfaction and pleasure seeking.

METHODOLOGY

The data was collected by filling questionnaire from 120 consumers

through GOOGLE forms.

An online questionnaire was designed and send to 300 respondents.

Out of which, 120 responses were received. Since, all the respondents had

answered the questionnaire, therefore 120 responses which were complete in all

aspects were analyzed in this study.

Cronbach's Alpha Scores for Reliability Measurement

Cronbach's Alpha was used to measure the reliability of the

questionnaire. The questionnaire was tested for its reliability and overall

reliability score as depicted by Cronbach's Alpha which was 0.944. Further

analysis on reliability of the scales was conducted by examining the Cronbach's

Alpha scores for each construct. Information demonstrated the reliability of .920.

Awareness demonstrated the reliability of .817. Knowledge demonstrated the

Table 1

Cronbach's Alpha

Independent Variables No. of Items Cronbach's Alpha

Information 7 .920

Awareness 5 .817

Knowledge 3 .801

Pleasure Seeking 2 .807

Dependent Variables

Customer Satisfaction 1 .845
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reliability of .801 and pleasure seeking demonstrated the reliability of .807. The

dependent variable that was customer satisfaction showed the reliability of .845

RESULTS AND DISCUSSION

Demographic profile of the respondents indicated that most of them

were of young age 16-24 (49%) and were students (53%). Most of the

respondents watched TV for less than one hour (75 %).

Table 2

Demographic Profile

Total Number Valid Percentage

Male 67 55.832

Female 53 44.166

Age

16-24 49 40.833

25-35 34 28.333

36-49 37 30.833

Profile of Respondents

Students 64 53.333

Employees 56 46.666

Time Spent on TV in a Day

Less than One Hour 90 75

1-3 Hours 22 18

4-5 Hours 5 4

More than 5 Hours 4 3

Channels Preferred by Respondents

News 45 38

Entertainment 40 33

Movie 16 14.54

Educational 8 7.2

Sports 6 5

Media Preferred to Watch Favorite Channels

TV 30 25

Youtube 65 54.16

Netflix 5 0.04

Voot 4 0.03

Amazon Prime 3 0.03
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Table 3 shows mean and standard deviation of the items. The item

"I can get the information of rich heritage of various states" had the highest

mean indicating its significance in selecting the T.V Channels.

Table 3

Descriptive Statistics of the Variables

Particulars Mean Std. Dev.

I can get the information of rich heritage of various states 3.176471 1.394148

Uninterrupted power supply and weather conditions help me 2.647059 1.280769

in continue watching.

The new regulations of TRAI are informative and I can 2.815126 1.28969

customize the channels

It helps me to get latest in academics. 2.8151 1.29514

I recommend watching T.V. channels to my friends. 2.957983 1.330918

I get to know about variety available in one product. 3.0504 1.33942

Viewing T.V. programs make me aware about rituals 3.1615 1.27106

and traditions

I acquire familiarity with rare plant and animal life by 3.0924 1.33399

watching T.V. progrmames.

The various dance shows, music shows etc. being telecasted

in different channels make me aware about update talents 2.8235 1.28648

among youth.

The advertisements in T.V. programmes help me to get an idea 3.1092 1.31992

about various sales promotions offered by the companies.

T.V. programs make me aware about information I need. 3.3109 1.23335

Programs in T.V. channels enhance my knowledge interior 2.9160 1.25266

designing and dressing senses etc.

Advertising in T.V. channels enhance my knowledge about 2.7479 1.33543

new brands

I am habitual of watching T.V. programmes in different 3.084034 1.220138

channels.

I watch T.V. for pleasure seeking. 2.7731 1.21737

Family members can spend quality time together in today's 2.8992 1.39852

hectic scheduled world.
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Factor Analysis

Factor analysis was performed on 15 items to group similar variable into

dimensions. The solution's KMO Measure of Sampling Adequacy was 0.875

above the highest standard. The value of Bartlett's test of sphericity is 1161.380

(df : 153) and is significant at less than .01% indicating that the assumption of

multivariate normality was met (Table 4).

Factor analysis was performed on all the items to recognize their

relative importance and accordingly these factors were classified as

Information, Awareness, Knowledge and Pleasure Seeking (Table 5). These

four factors explained 74.4% of total variance. Information emerged as a major

factor and explained 24.961% of total variance. I can get knowledge about

rich heritage emerged as an important item (.883) followed by I find these

programs useful (.748) and uninterrupted power supply helps me to watch

the programs (.729). Awareness emerged as a major factor and explained

21.238% of total variance. Viewing T.V. programs enriches my knowledge

emerged as an important item (.853) followed by acquiring familiarity with

rare plants and animals life (.742) and various dance shows and music shows

provide learning experience (.727). Knowledge emerged as an important

factor and explained 15.576% of total variance. I get idea about activities

like interior designing and dressing sense emerged as an important item

(.740) followed by it is one of leisure activities (.687) and I am habitual of

watching media (.686). Pleasure seeking emerged as an important factor and

explained 12.345% of total variance. I watch T.V. for pleasure seeking emerged

as an important item (.879) followed by family members can spend quality

time together (.866)

Table 4

KMO Bartlett Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 0.875

Bartlett's Test of Sphericity Approx. Chi-Square 1161.380

Df 153

Sig. 0.000
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Table 5

Rotated Component Matrix

Infor- Aware- Know- Pleasure

mation ness ledge Seeking

I can get the information of rich heritage of 0.883

various states

I feel satisfaction while watching T.V. 0.748

programmes.

Uninterrupted power supply and weather 0.729

conditions help me in continue watching.

The new regulations of TRAI are informative 0.644

and I can customize the channels.

It helps me to be get latest in academics. 0.573

I recommend watching T.V. channels to my 0.563

friends.

I get to know about variety available in one 0.543

product.

Viewing T.V. programmes make me aware about 0.853

various rituals and traditions.

I acquire familiarity with rare plant and animal 0.742

life by watching T.V progrmames.

The various dance shows, music shows etc.

being telecasted in different channels make me 0.727

aware about update talents among youth.

The advertisements in T.V. programmes help

me to get an idea about various sales 0.699

promotions offered by the companies.  

T.V. programs make me aware about   0.549

information I need.

Programs in T.V. channels enhance my

knowledge interior designing and dressing   0.740

senses etc.  

Advertising in T.V. channels enhance my

knowledge about new brands     0.687  

I am habitual of watching T.V. programmes in   0.686

different channels.

I watch T.V. for pleasure seeking. 0.879

Family members can spend quality time 0.866

together in today's hectic scheduled world.
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Table 6

Total Variance Explained

Comp- Initial Eigen-values Extraction Sums of Rotation Sums of

onent Squared Loadings Squared Loadings

Total % of Cumu- Total % of Cumu- Total % of Cumu-

Variance lative% Variance lative% Variance lative%

1. 8.819 51.878 51.878 8.819 51.878 51.878 4.243 24.961 24.961

2. 1.686 9.920 61.799 1.686 9.920 61.799 3.610 21.238 46.199

3. 1.258 7.400 69.199 1.258 7.400 69.199 2.648 15.576 61.775

4. 0.837 4.921 74.120 0.837 4.921 74.120 2.099 12.345 74.120

5. 0.685 4.031 78.151

6. 0.642 3.775 81.926

7. 0.550 3.235 85.160

8. 0.498 2.932 88.092

9. 0.443 2.609 90.701

10. 0.366 2.152 92.853

11. 0.283 1.665 94.518

12. 0.246 1.444 95.962

13. 0.184 1.080 97.042

14. 0.174 1.021 98.063

15. 0.138 0.814 98.878

16. 0.106 0.624 99.501

17. 0.085 0.499 100.000
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Table 7 shows the correlation among different items. Most of the items

were found significant at 0.001. In order to examine the validity of constructs, a

series of correlation tests were conducted. Pearson's Correlation Coefficient was

employed which indicates the dependence strength between the constructs.

Correlations are significant for all the constructs.

Regression Analysis

Regression was conducted to identify the important predictors of

consumer preferences regarding T.V. channels. As shown in Table 8 and Table 9,

the constructs that seem to significantly influence overall consumer preferences

are Information (B = .158, t = 2.106, p = 0.037), Awareness (B = 0.148, t = 1.048,

p = .004), Knowledge (B = 0.134, t = 1.209, p = 0.003), Pleasure Seeking

(B = 0.376, t = 3.230, p = 0.002), determinants to consumer preferences. ANOVA

results were significant for all the independent variables i.e. Information,

Awareness, Knowledge and Pleasure Seeking. R is .682. R square is .465 and the

adjusted R square is .447. p value was found insignificant for awareness and

knowledge. It may be due to the fact that respondents might view T.V Channels

for pleasure seeking and gaining information. For awareness and knowledge they

may consider other sources like Google etc.

Table 8

Regression Analysis

           Unstandardized Standardized T Sig.

           Coefficients Coefficients

Coefficientsa B Std. Beta

Error

Model (Constant) 0.676 0.284   2.378 0.019

1 Information 0.162 0.077 0.158 2.106 0.037

Awareness 0.169 0.161 0.148 1.048 0.004

Knowledge 0.151 0.125 0.134 1.209 0.003

Pleasure Seeking 0.413 0.128 0.376 3.230 0.002

Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate

1 .682a 0.465 0.447 0.91757
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DISCUSSION AND CONCLUSIONS OF THE STUDY

This study investigated factors which determine factors influencing the

choice of T.V. channels. The study shows that information, awareness, knowledge

and pleasure seeking are critical success factors which influence attitude of

consumers towards specific programs. Generation of knowledge emerged as a

significant variable. This is in line with previous studies of Gurleen and Sukhmani

(2011), Singh and Sandhu (2011) and Sammy and Hellen (2014). Pleasure seeking

also emerged as a significant variable influencing satisfaction from TV channels.

This is consistent with previous studies of Devdas and Ravi, (2015) and Mehrab

(2015). Similarly, awareness and information also emerged as significant factors.

This finding supports the previous studies of Singh and Sandhu (2011) and

Sammy and Hellen (2014) Thus, it makes us conclude that Indian people watch

T.V. with multi-channels and good state. The study is useful for channel makers

Table 9

Analysis of Variance

Model Sum of Squares df Mean Square F Sig.

Regression 83.516 4 20.879 24.799 .000b

Residual 95.980 114 0.842    

Total 179.496 118      

Note : Dependent variable is Customer satisfaction and independent variables are the

factors such as Information, Awareness, Knowledge and Pleasure seeking. It shows

significance level of .000.

Table 10

Results of Hypotheses Proposed

                        Hypotheses Proposed Result

H1(a) : There is a significant positive association between customer Accept

satisfaction and information.

H1(b) : There is a significant positive association between customer Accept

satisfaction and awareness.

H1(c) : There is a significant positive association between customer Accept

satisfaction and knowledge.

H1(d) : There is a significant positive association between customer Accept

satisfaction and pleasure seeking.

Geeta Devi, Urvashi Tandon / Indian Management Studies Journal 23 (2019) 35-5048



to focus on system quality. Unstable quality and low internet speed results in

disconnection leading to negative influence on consumers interest. Therefore,

service providers should also focus on building high quality transmission

network.

LIMITATIONS OF THE STUDY

In every research, there are unavoidable limitations. This research, too,

has the same. The research is only restricted to 120 respondents. The responses

may also be biased. Further, this research is restricted to only respondents from

North Indian states including Punjab, Haryana, Himachal, Delhi, U.P. This

research could be undertaken in other parts of the country as perception of the

people viewing T.V. programs or channels vary from region to region. This study

considered only four factors i.e. Information, Awareness, Knowledge, and

Pleasure Seeking. Future research studies can consider few more factors like

price value facilitating conditions, social norms and service quality. This study

leaves significant space for researchers to analyze perceived risk which inhibit

consumers to avoid online channels.
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Abstract

Goods and Services Tax, which has been introduced in India, is a biggest tax

reform by Indian Government. This tax is paid by the consumers of goods and services

and collected and forwarded to the government by the business entities. The introduction

of GST is one of the best things implemented by our Government, because the way of

calculation is so adapTable and is very helpful to remove the cascading effect of tax.

But on the other hand, implementation of GST which includes registration, invoicing, IT

systems, updation of GSTIN, input tax credit arrangements etc. needs proper

understanding of the procedures to be followed by the manufacturers. The present

study is an effort to know about the procedures and challenges faced by the companies

while implementing GST by taking into account the various cases of sole proprietorships

and private companies.

Key Words

GST, SGST, CGST, IGST, UGST, Sole Proprietorship and Private Companies.

INTRODUCTION

Tax is a mandatory financial charge that is levied upon the tax

payers (it can be an individual or other legal entity). This is the major source of

revenue to the country which is used for the growth as well as the maintenance

of public properties and services. Taxation can be categorized into two different

types according to the Government of India : (1) Direct Tax and (2) Indirect

Tax.



Indirect Tax is levied on the goods and services unlike direct tax which

is imposed on income of individuals or companies. One of the major distinctions

of Indirect Tax from Direct Tax is burden of indirect taxes can be reassigned

or shifted by the tax payer to someone else. As we know, now all the indirect

taxes - Central and State, both are submitted as per GST which is known as

Goods and Service Tax.

From 1st of July 2017, we are following the new way of calculation of

tax which is known as Goods and Services Tax or in short GST. The main

distinctiveness of this tax is that it amalgamates at least ten types of indirect

taxes at various stages into one. The tax rate is equally divided, and the tax

amount will be given to the Central Government and State Government in equal

proportions. The amount of tax given to the central government is known as

CGST and the amount of tax given to the state government is known as SGST.

In case of states which are union territories, the tax is known as UGST. The

earlier tax system was not that effective as the GST. For example, if we take a

company's tax calculation based on GST, we will first calculate the tax for the

sales, then from that tax payable amount we will deduct the taxes paid by the

company due to any of its expenses. This helps companies to avoid unnecessary

repeated payment of taxes on the amounts for which they have already paid the

tax. In this paper, a brief study on Goods and Services Tax (GST) system has

been done by taking into consideration the cases at CA firm, Blessy M.

Mathews.

SIGNIFICANCE OF THE STUDY

GST is said to be one of the best methods of dealing with tax. As

we all know as a citizen of our nation, we have the responsibility of paying

tax. In this project, we are dealing with the indirect tax payment system GST,

which has been recently introduced in 2017. We must be aware about the

system of GST. Especially, in case of starting a business the person must be

aware about the indirect taxes and its rates. In case of GST, there are some

refunds that are applicable for taxes but there are some procedures that the

firms should follow. Losses like zero refund and fines in case of late return

of tax, due to the unawareness about GST, can be avoided by learning about

GST. Due to the forceful implication by law on tax payment, GST is supposed

to be learned.
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OBJECTIVES OF THE STUDY

l To understand the procedures and challenges in implementation

of GST.

l To study about how to file GST in a sole proprietorship and

private companies

GOODS AND SERVICES TAX

In any country, the primary concern of the government is to fulfill the

needs of people through the development and providing a good and quality

environment in economic and social level. So, we know that for the smooth

running of all these, governments need to be get funded. Tax levied on the

individuals or property owners is the main source of income to the Government.

To avoid the indisciplinary and irresponsible way in payment of tax, the

government made laws which made tax enforced by it.

As we know, there are two types of taxes one is direct tax and the other

one is indirect tax. Goods and Services Tax or what we call as GST is an indirect

tax. Let's see the difference between the direct and indirect taxes :

Table 1

Difference Between Direct and Indirect Tax

Direct Taxes Indirect Taxes

Payer and the sufferer of Payer of tax is not sufferer of the tax; the sufferer of

the tax is one and same. the tax is not paying it directly to the government.

(Example: The payer of the tax is the shopkeeper, but

the sufferer is not the shopkeeper, the customers are

sufferers. Shopkeeper is only a medium to pay tax to

government.)

Rates of taxes are different Rates of duties are not different from person to person.

from person to person.

Tax is based on Income. Tax is based on supply.

Entire revenue goes to Revenue of Central Government of India as well as

Central Government of India. State Government. (CGST & IGST)

Progressive Nature which Regressive Nature which means generally a tax that is

means as the taxable amount applied uniformly to all situations, regardless of the

increases, the tax rate will payer.

also increase.

Source : Directorate of Studies (2018), Indirect Taxation-Intermediate, First Edition,

Kolkata : The Institute of Cost Accountants of India (ICAI), pp. 1.
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GST will bring One Nation One Tax Market. It is providing wide and

comprehensive coverage of input tax credit set-off, service tax set-off and

subsuming many taxes. And also, studies say that efficient formulation of GST

leads to revenue and resource gain for both center and state government.

Amalgamating a large number of Central and State taxes into a single tax and

allowing set-off of prior-stage taxes, it would mitigate the ill effects of cascading

and pave the way for a common national market. Through the study, they got

some positive responds and some negative feedbacks as the implementation has

resulted in higher prices for goods and services and, thus, this tax may cause

burden to people. GST is likely to increase the competitiveness of Indian goods

and services in the international market and to boost Indian exports. GST would

bring down the cascading & Tax burden on final consumers, prices will also fall,

Consumption and demand would go up, investment would increase and as a

result, GDP would go up.

GST could be the next biggest tax reform in India. This reform could be

a continuing process until it is fully evolved. With GST the entire Indian market

will be a unified market which may translate into lower business costs. It can

facilitate seamless movement of goods across states and reduce the transaction

costs of businesses. Although implementation of GST requires concentrated

efforts of all stake holders namely, Central and State Government, trade and

industry. When all taxes are integrated, it would make possible the taxation

burden to be split equitably between the manufacturing and services. This helps

in removing the economic deformations and brings about development among

the common national market. Sound IT facilities and Net facilities in the country

for properly managing the GST filing and related procedures. Benefits behind

GST are, Lower Business Cost, Increase Global Competitiveness, Enhance

Compliance, Reduce Red Tape, Equity, Fair Pricing to Consumers, and Greater

Transparency. The effect will be of a long-run effect. Through implementing the

GST, it helped to expand the tax base of the country. Previously tax regimes

administration complexities and compliance cost were high. Thus, a simple, users-

friendly and transparent tax system is required. GST is the best applicable

measure for it. Reports say that GST can improve the GDP by 1% to 1.5%. Inter-

state transactions, international trade, uniformity in market conditions, transparent

system, but Central Government & State Government for that there should be

effective implementation is required. Social awareness, formation of infrastructural

facility, training to tax officer, co-ordination between central and state government

is important. The disadvantages mentioned are the IT sector services of GST are

given to a private company, so the safety is a question mark.
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DUAL GST MODEL

There are two models available- one is Single Unified GST system in

which there is only one tax applicable in the whole country and the other one,

in India we go for the Dual GST model in which there are two taxes one is

Central Good and Services Tax (CGST) and the other one is State Goods and

Services Tax (SGST).

CGST - Central Goods and Services Tax

This is the tax amount imposed and collected by the Central Government

for any of the purchase and sales of taxable goods and services.

SGST - State Goods and Services Tax

This is the tax amount imposed and collected by the State Government

for any of the purchase and sales of taxable goods and services.

UGST - Union Territory Goods and Services Tax

This is the tax amount imposed and collected on taxable goods and

services by the Union Territory Government. In India, there are 7 Union

Territories in which 5 of them are without legislature and 2 of them (Delhi and

Pondicherry) are with Legislature. So UGST is only applicable for those 5 Union

Territories. Their GST consists of UGST + CGST. In case of the excepted 2 UTs

SGST is applicable.

IGST - Integrated Goods and Services Tax

This is the tax amount imposed and collected by the Central Government

for any of the purchase and sales of taxable goods and services between the

states. IGST is the sum total of the CGST and SGST or UGST. But the overall

collection of amounts is made by the Central Government.

BENEFITS OF GST

l No Cascading Effect of Tax : Earlier, we were recalculating the tax

over the amount which we previously calculated the tax. Which

means we were paying tax on tax also. Now, under GST, we are

only calculating the tax amount of the increased amount only in

every stage. This gives the benefit to avoid cascading effect of

tax.

lllll Burden is Only on the Final Consumer : While I'm doing the

internship one client came, he was actually doing his business
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without registering his business. He didn't register in the GST also.

He came to get consulted about the new system. Till date, for the

overall sales he is having a tax. While purchasing, then also, he is

having a tax which he can collect from the consumers. When he

got consulted from us, he came to know that, all the suppliers at

each stage will avail credit, for all the GST paid on the purchases

of goods and services. And thus, he can set-off this credit against

the GST payable on the supply of Goods and services made by

him.

lllll Uniformity of Taxes Across the States : The tax rates for a product

in all the states came to one and same after the implementation of

GST. This pave the way for an integrated economy at the national

level.

lllll Reduction in Tax Burden Lead to the Increment in Competitiveness

of Indian Products in the International Market : As the tax rate

decreased, and also due to set-offs and all helped the people to

decrease the cost and also the formalities and all. Which ultimately

lead to the increment in the competitiveness of Indian products in

international market at cheaper rates.

lllll It Improves Economic Growth : Average tax burden on trade and

industry is likely to come down, which is expected to reduce prices,

resulting in more consumption which leads to increase the

production. GST will boost domestic demand, create more

opportunities for domestic business and this will help in job

creation in the economy.

LIMITATIONS OF GST

l Increased Costs Due to Software Purchase : Businesses have to

either update their existing software or need to purchase GST,

supported software. And also, the need of giving training to the

employees for an efficient utilization of new billing software.

lllll Less Awareness About GST and its Rules : Awareness about GST

is unavoidable in case of a business person. because it can lead to

huge loss at the end of the day. Let me explain, a practical case we

dealt in the office.

A person came to file GST for his Travel Agency. So, we checked

his previous payment status. As per his turnover, first of all he

didn't want to register for the GST. But he did it before one year.
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And till the date he didn't file. He doesn't want to pay anything,

but as he is registered, he is supposed to file Nill returns for every

month. The issue was, he is supposed to file a Nill report and due

to unawareness about this he paid Rs.48000 as fine only. He even

can't cancel the registration without payment.

Like this, in his case only commission was his income and due to

unawareness about the GST and its filing he was forced to pay

fine nearly a 0.5 Lakh Rupees.

lllll SMEs will have a Higher Tax Burden : Smaller business, especially

in the manufacturing sector will face problem under GST. Earlier

only businesses whose turnover exceeds Rs.1.5 cr. Had to pay

excise duty. But now, any business whose turnover exceeds Rs.20

Lakh will have to pay GST.

lllll New Tax Rates and Immature Government System Lead to Huge

Loss for SMEs : As we know, there are two sides for a coin. One

side is of advantages and the other side is of disadvantages. Like

that many people suffered huge losses due to the implementation

of GST. Let me discuss one news article I read about this loss

about two persons :

A. Sunder Rajan and V. Suresh Babu, are from Kozhikode District,

in Kerala. They are not against tax payment or like any sort of

illegal activities. But now they are in debts for Rs. 1 Crore due to

GST. They started a business of manufacturing footwears. For that

they took loan for 50 Lakhs. Four years before they started

business and it was running smoothly, they manufactured 3000

footwears a day. At this time the GST is implemented. As per GST,

all the footwears below 500 Rupees are of 5% GST, but the sole

(Polyurethane Sole) of the shoe and the glue and its thread at the

top, all these are having 18% as tax. Government offered they will

return the difference in the tax rate, but it didn't happen. The

footwears which were already out for the sale also got delayed to

get paid ultimately lead to stoppage in repayment of the loan and

made them the debtors of Rs. 1crore.

This is only a single case that came in newspapers. There are a lot

of cases like this around us. Efficiency of our government

processes is needed to be increased.

lllll It Increases the Operational Cost : As we know, the GST is

changing how the tax we paid. So, business will now have to
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employ tax professionals to be GST compliant. This will gradually

increase costs for SMEs, as they incur additional costs for hiring

experts.

FILING OF GST

In case of filing, it is according to the business the GST rates are

being decided. There are many changes that came to the rates of tax for

different products. Filing can be done in 2 different ways. We can opt quarterly

filing of GST or we can opt for monthly return filing. Monthly return filing is

mainly targeting only for the business which are having a turnover of more

than 1.5 crores in a year. Other businesses can opt for the quarterly return

filing of GST. There are actually two types of filing in GST, one is GSTR-1 and

the other one is GSTR-3B. According to the purchase and sales of the

business we have to file these.

GSTR-3B

GSTR-3B is a monthly or quarterly return which should be filed by the

registered dealers. It contains only the details of the outward supplies of the

business. Means the sales of the business but the difference from GSTR-1 is, in

GSTR-3B we are only giving the total consolidated amount of the taxes of all

outward supplies of the business. In case if the turnover is more than 1.5 Crore,

we have to file GSTR-3B on monthly basis. In the case when the turnover is

less than 1.5 Crore, quarterly filing is enough.

We have to file GSTR-3B before filing GSTR-1. At the time of filing we

will see separate rows which categorize the whole outward supplies of the

company. Like, Outward Taxable Supplies, Nil Rated, Zero Rated, Non-GST

Outward Supply, Inward Supplies are liable to reverse charges.

CATEGORIES IN TAX RATES

Outward Taxable Supplies

It is the consolidated amount of the outward supplies. The amount

must be the sum of the products sold, having GST tax rates allotted by the

government.

Nil Rated or Exempted Outward Supplies

This includes the consolidated amount of the outward supplies in which

the sold items are not having a tax rate for current time and there is a chance in

future for these products to be allotted with some tax rates.
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Zero Rated Outward Supplies

This includes the consolidated amount of the outward supplies in which

the sold items are having 0% GST.

Non-GST Outward Supplies

It is the consolidated amount of the outward supplies in which the sold

items are not having any GST. And in future also it will remain the same.

Inward Supplies Liable to Reverse Charges.

To understand this, we have to know about RCM or Reverse Charge

Mechanism. For example at CA firm, M. Mathews & Associates, one client i.e.

ARK Cashews came for his audit. While vouching his bill, it was noticed in one

of his purchase bills that the bill was of ARK Cashews only, but it was a

purchase bill. The reason behind this was that in case of any of the purchases

from an unregistered dealer, they don't have any bills and they will not collect

any tax. They just take the amount of the item. So, in this case, the company is

supposed to make a purchase bill for them and the company itself will pay the

tax amount for the purchase to government. So, the system is, tax which is

needed to be submitted by the seller is now paid and submitted by the buyer.

So, at the time of filing the tax for sales, we have to show the

consolidated amount of these types of purchases, too, because we are paying

these taxes from our side.

INPUT TAX CREDIT

The second major thing to be considered before filing of GSTR-3B is

ITC. As we know at the time of purchase, we are already paying an amount as

tax. So, in here we are getting a benefit of ITC which means at the time of

payment we only need to pay the amount less the consolidated tax amount that

we have already paid at the time of purchase. The ITC amount will be shown

automatically.

GSTR-1

GSTR-1 is a monthly or quarterly return which should be filed by the

registered dealers. It contains only the details of the outward supplies of the

business which means the sales of the business. Then what is the difference

between GSTR-3B and GSTR-1? The difference is as we discussed earlier in

GSTR-3B, we are only showing the consolidated amount (Tax Amount) of the

total outward supplies took place. But, in GSTR-1 we are showing each and
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every sale as per the sales bills we have. Here also, we will record the sales in

the same categories as we discussed in GSTR-3B.

Here comes one practical issue. A client which is a hospital, the issue in

this place is we can't enter each and every outward supply in the GSTR-1 as per

the bills, because there are 'n' number of transactions which happen in a day

and we are filing this in a month. So, in case of business to customer transaction

there is no need of entering all the sales.

ITC is only required for the business people because we know that the

business people do the GST filing, so, they need to pay the tax amounts. If "A"

has a business of selling spare parts and "B" is a person who creates machines

and sells. "A" sells spare parts to "B". At the time of filing GSTR-1, "A" will

show as per his bills outward supply to "B" and the tax amount collected from

"B" for that supply. At the time of filing GSTR-3B "B" will check that whether in

GSTR-2 (Because to "B" it is a purchase) It is showing or not. As "A" already

filled GSTR-1, it will be showing in GSTR-2 of "B" which means "B" can claim

the ITC for what he had paid to "A". This is a business to business transaction.

In case of a business to customer transaction, customers don't need the ITC.

So, in GSTR-1 also, only a consolidated amount is required for the business to

customer transaction.

GST IN SOLE PROPRIETORSHIP AND PRIVATE FIRMS

The norms and rules which are given by the government, the firms are

not fully aware and updated about it. These things are affecting them in a

negative way. In the sense many of the firms need to pay the penalties, many

had loss due to unawareness of the reimbursement of the amount. Various sole

proprietorships and private companies like Khadim Shoe Mart, ARK Cashews,

Aroma Medical Center, Madathil Cashews, Pothys Garments Private Ltd., S&K

Spare Parts Pvt., Shanmugam Bakers, Thomson Bakers, Kallada Travels, P&G

Travel Agency etc. were personally visited and various cases came into the

picture. It is found that one sole proprietorship firm which was making shoes,

had huge loss in the business. After the GST came, it was paying 18% tax for

the shoes and the glue and its' thread at the top but the tax slab for the shoes

under ?500 is only 5%. So, they can't recover the amount they paid as tax for

the raw materials. As they took loan to start the business it was not possible for

them to pay out the loan as they are in loss. This is only one example. There are

many firms suffering due to this. They already payout, too, much tax for the raw

materials but due to the inefficiency in the allocation of these taxes they are

having losses in the business. All these are some drawbacks they are facing
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which can be rectified once it is properly presented to the concerned people and

make some changes in the system to avoid these drawbacks. On the other hand,

there are many firms which are very much satisfied with the GST. Because the

tax amount and the cascading effect are being expelled from the system, they

only need to pay a nominal tax which is very transparent also. And the system

is very easy once they get a proper idea, there are firms in the market which are

welcoming the changes with open hands.

CONCLUSION

GST has been newly implemented in Indian economy; most of the

people are unaware about the procedures and rules about GST. Through the

study it can be concluded that although GST is not that satisfactory in case of

SMEs, but the advantages of GST are more than its disadvantages. Its major

benefits are avoiding cascading effect of tax, reduction in tax burden lead to the

increment in competitiveness of Indian products in the international market, it

improves economic growth and also GST implementation leads to make the tax

base wider. But as we all know it is newly implemented, the overall system is not

running smoothly as it is said. It will take time for getting adjusted with the new

system. There are many cases in which people are suffering due to GST

implementation but will surely help in the economic growth of our country.
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Abstract

The present study is an investigation about the cross-cultural training

requirements of Indian expatriates that are relocated to various countries across the

globe on international assignments. While cross-cultural training has been identified as

one of the most important antecedents of expatriate adjustment, satisfaction and

committment, barely any such study has been carried out in context of Indian expats.

During the span of this study, from October 2018 to March 2019, 20 Indian expatriates

were interviewed to assess the kind of training they received prior to their international

assignment and the kind of training they actually found imperative for cross-cultural

adjustments and successful completion of the same in the host country culture.

Conclusions are drawn from respondent interviews and suggestions are made.

INTRODUCTION

With the advent of the whole wide world into a global village and a

consequent internationalisation of the business world, organizations now take

keen interest in making efforts to remain relevant not only in domestic markets

but also across the globe. With multinational corporations establishing business

units in multiple countries, an important concern for the management remains

the need for personnel that are capable of managing successful overseas

assignments. For such orgnizations, a constant challenge is to make sure the

resources invested in such endeavours are best utilised in involving excellent

human resources for the internationalization strategy, to establish the system

structure of overseas subsidiaries and to take charge in the operation.



Expatriates employed overseas can have problems with adjustment in

general, as well as with interaction with host country residents and the new

work environment. One of the main issues multinational corporations face in

their global operations is expatriate failure. Expatriate failure involves both

monetary as well as psychological expenses for both the organization as well as

the managers. The cost of sending employees to a foreign country is very high,

up to five times the basic salary of the managers in the home country (Bennett,

et al., 2000; Collins, et al., 2007). The expense of a failed expatriate project

ranges between $250,000 and $1,000,000 (Vogel, et al., 2008). One of the common

reasons for the premature return of expats is their inability to adjust to the

foreign culture. One important reason for this is lack of cross-cultural training

prior to the assignment. Therefore, it makes it imperative for academicians, policy

makers as well as organizations to understand this important factor that increases

the possibility of successful completion of expatriate assignments.

LITERATURE REVIEW

Cross-cultural Training and its Dimensions

Training is defined as an intervention that aims at increasing the

knowledge and skills of individuals so as to help them cope better personally,

work more effectively with others and perform better professionally (Kealey &

Protheroe, 1996). (Li & Zizzi, 2017) suggested that cross-cultural training helped

people in handling unexpected situations in a foreign environment which aids

their cross-cultural adjustment. Cross-cultural adjustment is the degree of

psychological comfort and familiarity a person has working with the new culture

(Black, 1988; Black, et al., 1991). The purpose of cross-cultural training is to

help members of one culture to interact effectively with members of another

culture, and to predispose them to a rapid adjustment to their new environment.

Cross-cultural training effectively assists an expatriate in adjusting to

the new environment, reduces cultural shock, and ensures effective execution of

overseas tasks (Abdullah, et al., 2015). As put forth by (Reddington, et al.,

2015), "For an international manager, cross-cultural training could help

understand the value of different culture, enhance cultural sensitivity, promote

cultural perception, enhance the cooperation among teams with different culture,

and enhance the communication and co-ordination abilities among different

cultures". (Goldstein & Keller, 2015) suggested that effective cultural training

allows an expatriate's rapid adjustment in the host country culture, and assists

an expatriate in better understanding of the cultural differences and therefore, in
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applying the knowledge to manage affairs in the cross-cultural environment.

(Sorrells, 2015) put forth the idea that the training should be work and task

oriented, when there are low cultural interaction with the host country and when

the cultural difference between the home and the host country is not grave,

hence, the training methods should be less strict. However, (Mayring, 2015)

mentioned that, when the cultural interaction with the host country is high and

the cultural difference between the home and the host country is large, the

training should be stricter, with focus on imparting cross-cultural skills and the

ability to execute in the new environment.

(Li, 2018) proposed three dimensions of cross-cultural training, namely :

cultural, language and practical training. Cultural training should involve basic

knowledge about the host country to understand the differences in cultures and

develop respect for the same. Language training involves training in English as

well as the local language of the host country. Knowing the local language

helps the expatriates to communicate well with the local people and further

facilitates an understanding of the host country in acquiring political, economic,

and market information. The third dimension is the practical training which refers

to assisting the expatriates and their families in integrating with the local life,

e.g. making friends, banking, shopping, and travelling, so that the overseas

expatriates successfully adjust to the new environment.

(Chen & Chiu, 2018) carried out an empirical study, results of which

revealed that cross-cultural training has a positive effect on the organizational

commitment among expatriates which in turn shows a remarkable positive effect

on their work adjustment. Hence, establishing a positive relationship between

cross-cultural training and work related adjustment of expatriates.

Cross-cultural Training : Classification and Techniques

(Brislin, 1979) identified and presented three techniques for cross-

cultural training; cognitive, affective, and behavioural approach. The cognitive

approach involves non-participative sessions of training on the foreign cultural

environment (Waxin & Panaccio, 2005). The affective technique aims at provoking

individual reactions so the trainees learn to deal with critical incidents relating

to the culture of the host country while the behavioural method focuses on

improving the trainees' ability to adapt to the host country's communication

style and to establish positive relationships with the local host country nationals

(Waxin & Panaccio, 2005).

(Tung, 1981) gave a classification of five basic training programs for

cross-cultural training. They are : (1) didactic training, (2) culture assimilation,
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(3) language training, (4) sensitivity training, and (5) field experience. According

to him, the training method should be chosen based on the type of assignment

and should be determined on the basis of two factors of  cultural distance

(between the culture of origin and the host culture), and the degree of

interpersonal interaction (between the expatriate manager and the host country

nationals).

(Earley, 1987) argued that cross-cultural training has a positive effect on

both expatriate managerial performance as well as the adjustment to the host

country culture. (Hammer & Martin, 1992) also came to similar conclusions after

studying American managers in Japan, confirming the effectiveness of cross-

cultural training in reducing the anxiety and uncertainty among expat managers

while (Okpara & Kabongo, 2017) also confirmed the findings by other

researchers, stating how positively the cross-cultural training of expatriates

affected not only work adjustment but also the other two facets of general and

expatriate adjustment.

Cross-cultural training also reduces turnover and enhances satisfaction

and performance levels among managers and also encourages them to extend

their assignments or take new ones in future (Kassar, et al., 2015).

Literature on cross-cultural training for expatriates identifies four

universal sets of cross-cultural skills namely; maintenance skills, perceptual skills,
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Figure 1

A Person-Culture Congruence Model of Expatriate Skills Adapted from (Yamazaki

& Kayes, 2004)
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interpersonal skills and communication skills (Black & Mendenhall, 1990;

Yamazaki & Kayes, 2004). Self-maintenance skills refer to skills needed in order

to deal with stress, self-confidence issues (Mendenhall & Oddou, 1985), isolation,

negativity, anxiety and frustration in the new culture. Perceptual skills refer to

processing unfamiliar situations and different human behaviours in the foreign

culture (Mendenhall & Oddou, 1985). Relationship dimension encompasses skills

to enhance interactions with host country nationals (Chew, 2004; Mendenhall &

Oddou, 1985). These skills help in fostering relationships. Lastly, communication

skills encompass language ability, skills to communicate effectively in the host

country environment (Yamazaki & Kayes, 2004). Hence, according to the model

by (Yamazaki & Kayes, 2004), cross-cultural adjustment is determined by a

'person-culture' congruence. In simpler terms it means the expatriates need to

acquire and develop the above mentioned four sets of skills in order to adjust in

the host country.

METHODOLOGY

The present study is based on semi-structured, in-depth interviews

conducted with 20 Indian expatriate managers over a span of six months from

October 2018 to March 2019 with the help of a structured interview protocol.

The interview protocol was divided into two parts. The first part was about the

demographic profile covering questions about age, tenure in the organization,

previous international experience and host country. The second part focussed

on training related questions, the kind of training they received prior to relocation

and what areas they wished they were trained in intensively before moving

overseas. In-depth interviews are an important tool for qualitative research

because they help collect rich practical data (Lindolf & Taylor, 2002). In

qualitative method studies, individual cases are studied with regard to their

environment and the focus is on describing a phenomenon (Laura, 2012).

Experiences were recorded and qualitatively analysed. The respondents, however,

have been kept anonymous as per their wishes. The respondents were expats

relocated to United States of America, Germany, Austria, Mexico, England, Kenya

and United Arab Emirates. Some of them were accompanied by spouses while

others went alone. The interviews were conducted in English. The respondents

were young with an average age of 32 years. 50% of the respondents had a

previous international experience and 90% of them had worked overseas for

more than two years.
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Figure 2

Research Framework for the Study

In-depth Interviews

Held with Expats

Training Received Training Actually Required

Qualitative Analysis

of Responses

Results and Suggestions

for Policy Makers and

Organizations

EXPERIENCES OF RESPONDENTS

Even though all the assignments were succesfully carried out right till

the end, the respondents had to overcome many obstacles during their stay

overseas. The interviews revealed the need for intensive and customised pre-

departure training programs as well as organizational support on arrival in the

host location. Most of the problems the expats faced were linked to the cultural

differences between the home and host countries. One of the major areas

identified which needs rigorous training is language as pointed out by those

relocated to the Arab countries, Germany and Austria and Mexico. It may be

because these countries do not prefer the use of English language over their

local or national language while in USA, Kenya and England, English is the

work language.

A respondent on an assignment to Austria, when asked about what he

wished to have known better before relocation, stated :

"If you are sent on a year long assignment, you must interact with

people from other departments, technicians etc. who do not necessarily speak
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Demographic Characteristics of Respondents

S. Age in Gender Host Country Accompanied by Previous

No. Years Experience Partner/Spouse International

Experience

1. 28 M USA No Yes

2. 30 M USA No No

3. 30 M USA Yes No

4. 28 M England No No

5. 30 M Austria No Yes

6. 27 M Kenya No No

7. 31 M Germany No No

8. 30 M USA No Yes

9. 35 M Mexico Yes Yes

10. 33 M UAE Yes No

11. 28 M Germany No Yes

12. 29 M Germany No Yes

13. 29 M Austria No No

14. 31 M Germany No Yes

15. 28 M USA No No

16. 28 M Mexico Yes No

17. 28 F Kenya No Yes

18. 27 F England Yes Yes

19. 31 M UAE Yes No

20. 28 M USA Yes Yes

the common language English and hence, there are hurdles in communication.

Your spouse also cannot adjust and fit into the community if he/she doesn't

speak the local language."

Another respondent stated :

"During my stay in Germany I realised, you will not be able to put in

100% effort in your work if you do not know the language, even if you want to.

It is important to have some social etiquette training, training in non- verbal

communication and to know what's acceptable in their culture and what's not."

"It was difficult to go even grocery shopping without knowing at least

a few common words and phrases", stated an Indian expatriate in UAE.

A respondent from Germany went ahead to state :



"While I was yet to receive a permanent housing arrangement, I stayed

in a hotel where I learnt that you were supposed to make the bed yourself. I

asked the hotel staff to do it and it was weird." While another manager stated

how strictly unacceptable it was to make jokes in the work setting as opposed

to that in the USA.

An expat from Mexico stated that the pre-departure language training

imparted by the parent company was too short and inadequate. Hence, adequate

language training, non-verbal communication training as well as training in social

behaviour is crucial in the adjustment of expatriates and need to be taught prior

to relocation.

"There was a situation when my boss asked me for coffee. I replied I

was good and turned him down only to realise later that he wanted to talk about

my work performance. In American culture that's how your boss will initiate if he

wants to talk about your work."

The organizations should ensure training for the accompanying partner/

spouse as well, to ensure easier adaptability and adjustment of the spouse,

which spills over to the expatriate's adjustment process (Black & Stephens, 1989).

Expatriates from Mexico stated how they would have appreciated "practical

information about travelling, safety, climate and support in housing and

education options like schooling for children as none of this was included in

their training program.

Interviewees from Kenya pointed out the importance of "knowledge

regarding the social background, history and social situation of the place as

well as a political understanding especially when the host country is culturally

so distant from the parent country."

For expatriates moving to the US or UK, work and work ethic-related

training was considered very important.They pointed out the need for training

on how to work in a team environment and hold a team together, how to play

leadership roles in a multicultural workplace and highligted the need for technical

job-related training. They also laid emphasis on training in social norms and

etiquette. "Some countries encourage task and goal oriented approach at work

places with a strict mechanical work ethic while in others there is a more free

and friendly workplace atmosphere, and pre-departure trainings need to equip

expatriates with such information."

Another very important idea presented by all the interviewees was that

the parent organization should help expatriates establish networks with the

existing expat community in the host country. This would enable them to learn
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from the experiences previous expats have had and it would be enriching for

both the expatriate as well as the accompanying partner.

DISCUSSION AND SUGGESTIONS

The findings of the present study are in conformation with previous

studies (Brislin, 1979; Selmer, 2005; Simeon, 2000; Teague, 2015; Mendenhall &

Oddou, 1985; Yamazaki & Kayes, 2004) and the theoretical framework, thereof,

the study is reliable. The study revealed a number of interesting details. While

organizations that send expatriates on international assignments do provide short

duration training courses in host country oriented work language, work ethics

and workplace culture, there is a need to look at the business and such

assignments through a prism of openness with respect to the environment in

which the business operates. Expatriates need training not only to adjust in the

closed work environment but also need facilitation from both parent as well as

host country organization to be able to interact with the host culture, host

country nationals, way of life, housing, travel, support for family and spouses

and cultural and social awareness about the foreign country. The study found

support for training requirements of Indian expatriates before relocation to

overseas as well as organizational support after arrival at the host country
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Figure 3

Training Requirements with Respect to Internal and External Business

Environment in Order to Facilitate General Adjustment, Work Adjustment as

well as Interaction Adjustment

Business & Work Environment

Work Language, Work Place Ethic,

Work Culture

External Business Environment

Local Language Family/Spouse Support

Cultural

Background

Economics

Social

Ettiquette

Housing

Political Awareness Climate

Social Behaviour Social Situation



location. The most important finding is that while firms do provide training in

host country language but it is inadequate and too short-lived to provide expats

with the required level of skills for cross-cultural adjustment. The training should

be prolonged and extensive and should cover the partner/family of the expatriate

as well. The important areas that need the attention of employers are role training,

conflict resolution,  global leadership training, interpersonal communication,

cultural awareness, political intelligence and work/business ethics.

Firms should encourage imparting training by previous expatriates and

should carry out reasonable duration programs on the practical living conditions

at the host location. It is necessary to provide help and support in the

adjustment of accompanying partners and children. Respondents pointed out

the need for preliminary visit to the host location. Since this will incur huge

costs to the company, employers should rather create detailed awareness on all

aspects of the host culture including history, politics, geography, climate, social

set-up, security and the economy of the place. A vey important approach would

be critical incident training as it equips the managers to handle and deal with

culturally unique incidents in the foreign country. All the training requirements,

hence, identified should ensure successful accomplishment of assignments and

saved failure costs for the organizations. Training programs need to be the focus

of such companies right after selecting the managers for relocation, failure or

inadequacy of which renders them ineffective
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Abstract

India is one of the highly milk producing countries in the world. Dairy industry

is contributing to a great extent in GDP in Punjab whereas Punjab is known for

agriculture & dairy products. The study was aimed to analyze factors influencing

purchase of dairy products in Punjab. A probability sampling technique, convenience

sampling method has been used. The collected data was analyzed with the help of

SPSS, the Factor Analysis was conducted to identify the attributes, brand loyalty and

regression analysis was also used to evaluate the factors affecting the consumer loyalty

towards dairy products. The four factors come out from various attributes : Product

Quality, Brand Popularity, Distribution, Product Freshness and Product Pricing. The

two factors were come out from brand loyalty : Brand Commitment and Brand

Continuity. The study found that the overall effect of independent variables (Product

Quality, Brand Popularity, Distribution, Product Freshness, and Product Pricing) on

dependent variable (Brand Commitment and Brand Continuity) is statistically significant.

Key Words

Consumer Loyalty, Dairy Brands, Dairy Products, Factors Influencing

Consumer Loyalty.

INTRODUCTION

Indian dairy sector has large share of unorganized dairy sector that is



sold by small vendors who collect the milk from local producers and sell it

directly to the households both in urban and rural areas; whereas organized

dairy sector represents milk that is processed using modern technology and

marketed through organized channels under their own brands e.g. AMUL,

VERKA, etc. The main dairy products are milk, cheese, paneer, curd, lassi,

flavoured milk, powder milk, ice cream, and other milk products, etc. The Indian

proverb "Health is Wealth" indicates the importance of milk and milk products.

A prudent man always gives preference to his/her health. If a human being has

a good health, then he/she can serve himself/herself and the nation. India's

approximately 60 percent of population resides in rural areas/villages & semi-

rural areas and do agricultural & allied activities for livelihood, and agricultural

is the base of Indian economy. It is one of the fastest growing economies in the

world, therefore, income level of the consumers is growing up resulting into

higher demand of milk products, buying behaviour and improved lifestyles. The

Indian dairy market is highly dominated by the unorganised sector. 80% market

is controlled by local vendors, private milkmen and 20% market is under-

organised sector which includes cooperatives, private companies. These

companies set up efficient & effective channel of milk procurement and

distribution. In this manner, raw milk is collected from the farmers, after which it

is processed, packed and distributed to various channels. In present time of

globalization, needs & wants of consumers change with time and various kinds

of products available in the market and also due to changing socio-economic

patterns, the focus is shifting towards developing the organised sector. India is

'The Oyster' of the global dairy industry, provides opportunities to entrepreneurs

worldwide, who wish to take advantage of this fastest growing market for milk

and milk products. The increased production of milk has improved the per

capita milk availability to 355 grams per day. The milk production has increased

to 165.4 million tonnes in 2016-17. It has increased by 19% during 2016-17 in

comparison to the year 2013-14. Likewise, per capita availability of milk has

increased from 307 grams in 2013-14 to 355 grams in the year 2016-17, the

share of livestock sector was 4.5% in 2015-16.The demand of milk and milk

products in India is projected to increase to 146.3 million tonnes in 2014-15

and further to 191.3 million tonnes in 2019-20. A sustained growth in availability

of milk and milk products is prevailing for the growing population in dairy.

Thus, it is an important secondary source of income for millions of rural

households engaged in agriculture.
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Table 1 depicted that the production of milk in India has increased

every year from 2007-08 to 2016-17 i.e. 107.9 to 165.4 million tonnes. India was

ranked 1st produced approx. 146.3 Million Tonnes in 2014-15 and rising

consumption with better margins in the value-added dairy products (VADPs)

driving the dairy players to get into and at higher profitable level. In 2015-16,

the total milk production in India increased by 155.5 MT, 165.4 Million Metric

Tonnes in 2016-17. Most private players are concentrating on value-added

products as margins are much higher compared to liquid milk. Some key

characteristics of Indian dairy sector are largely unorganized (CRISIL Report

2015), by unorganized, we mean the milk that is sold by small vendors who

collect the milk from local producers and sell it directly to the households and

sweet shops in both urban and rural areas; whereas organized dairy sector

represents milk that is processed using modern technology and marketed through

organized channels under their own brands e.g. AMUL, VERKA, MOTHER

DAIRY, etc.

Dairy Industry in Punjab

Dairy is one of the booming industries in Punjab. It is contributing to a

great extent in GDP in Punjab whereas Punjab is known for agriculture & dairy

products.

Table 1

Production of Milk (in MTs)

  Years Production (in Million Tons)

2007-08 107.9

2008-09 112.2

2009-10 116.4

2010-11 121.8

2011-12 127.9

2012-13 132.4

2013-14 137.7

2014-15 146.3

2015-16 155.5

2016-17 165.4

http://www.nddb.org/information/stats/milkprodindia
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Figure 1 that depicted the milk production of the Punjab State is

increasing every financial year from 2007-08 to 2016-17 i.e 92.8% (9,282) thousand

tonnes to 112.8 % (11,282) thousand tonnes.

LITERATURE REVIEW

Yayyar (2012) investigated packed and unpacked fluid milk consumption

and preferences among Turkish households. The proportional stratified sampling

method was employed. The questionnaire was used to collect responses from

347 households. The multinomial logit procedure was used to investigate the

socio-economic and demographic characteristics of consumers that determine

household's fluid milk consumption choices among packed and unpacked fluid

milk. The study found that consumers preferred more packed fluid milk. The

household heads, education, with higher income, and households having children

less than seven years of age consumed packed milk. The unpacked fluid milk

consumption found comparatively less because of other factors except income

and working class households. The study has some implications for milk

producers and companies, because milk production & manufacturing firms are

increasing rapidly, the researcher suggested that Turkish companies design

effective pricing & promotional strategies for fluid milk consumption.

Anand et al. (2013) identified consumer's brand preferences and

loyalty-an empirical study with special reference to packaged milk in

Thanjavur, Tamil Nadu. The convenience sampling method; the primary data

through questionnaire was collected. The statistical tools such as Chi-square

test and one-way ANOVA was used to analyze the data and to measure the

consumer brand loyalty towards brand preferences with the help of SPSS16.

The researchers have taken the packaged milk products of Arokya, Vijay,

Aavin and KC brands for the research. The sample was collected from 100
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consumers. The study found that quality, price, marketing strategies, taste,

advertising and design of package considered as important factors for the

brand loyalty which leads to brand preferences.

Chandran and Arumugasamy (2013) analyzed the consumer satisfaction

towards Arokya Milk Nagercoil town, Kanyakumari district. The structured

questionnaire was used to collect data from 110 respondents and books, journals

and magazines were used as secondary instrument for data collection by

convenient sampling method. The research indicated that mostly consumers

prefer fresh milk. The study found that easy availability, reasonable prices,

attractive packaging and door delivery considered as factors affecting consumer

purchases and goodwill retain the consumers.

Dhaliwal and Singh (2014) studied behavioural brand loyalty among the

brands of toothpaste : A study of urban & rural Punjab. The cluster sampling

technique was used for the study and 600 respondents were selected on cluster

sample basis from different socio-economic background e.g. education, income,

occupation from selected three urban & rural districts of Punjab. The data was

collected through questionnaires and data analysis t-test and ANOVA analysis

was used. The study found that majority of the buyers of toothpaste consistently

loyal to their brands. The result of ANOVA test was that there was a shift in

purchasing behaviour of the customers for their favourite brand of toothpaste.

The paired t-test found that for the two buy, customers were stick to their

favourite brand, but for next buy they change to some other brands of

toothpaste. The frequency of purchase was surveyed that majority of buyers

preferred to buy brand of toothpaste every month.

Parmar (2014) studied the brand loyalty for cosmetic products among

youth. The study revealed that young consumers were well aware about different

cosmetic brands and products category available in market. The brand loyalty is

built by good quality and switching over to other brands because of allergic

reaction or poor quality. The celebrity marketing doesn't greatly affect buying

behaviour of youth. Most of respondents were loyal to the same brand

irrespective of any product category. Majority of the respondents spend annually

less than Rs. 1000 on cosmetic products. The study explained that excellent

quality factor plays an important role on brand name, price, celebrity marketing,

brand loyalty programme.

Thanigachalam and Vijayarani (2014) examined the consumer behaviour

towards FMCG in Puducherry regarding the health care products, household

care and food & beverages. Sample of 500 respondents was selected by using

purposive sampling technique. The respondents were collected through

structured interviews and T-test, one-way ANOVA, and factor analysis was used
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to test the hypothesis. The study concluded that the companies have to sell

their products at reasonable prices with good quality, and availability in all stores

to retain and attract new customers. Brand loyalty is a competitive weapon to

fight with competitors and increase its market share. The researcher suggested

that as sales promotional schemes are important, the companies must take it

seriously as to plan & implement effectively & efficiently.

Ganesh and Rosario (2015) studied consumers' perception towards

brand loyalty of FMCG products in Cuddalore District. The data was obtained

through questionnaires filled by 560 respondents. T-test and one-way ANOVA

was used to test the hypothesis. The study found that the brand equity was

important for FMCG products, because consumers strongly depend on the brand

for the product. Brand awareness, brand loyalty, perceived quality and brand

associations had significant effect on brand equity in Indian FMCG industry.

Kumar (2015) identified consumer brand loyalty- A study with special

reference to Lakshya Milk in Haryana. The primary data was collected through

structured questionnaire from 100 respondents by visiting on the booths of

Lakshya milk and the secondary data collected by referring to journals, articles,

magazines and websites. The simple percentage, average with tabulation was

used as tools for data analysis. The study found that taste, freshness,

availability, price and packaging, consumers believed that Lakshya milk

deserves their loyalty. The newspaper considered as effective tool of

awareness in the area for the company.

OBJECTIVE OF THE STUDY

l To evaluate the factors affecting the consumer loyalty towards

Dairy Products - a study of selected districts of Punjab.

RESEARCH METHODOLOGY

A descriptive research design was selected as appropriate for this study.

In this study, a Probability Sampling Technique, Convenience Sampling method

has been used for selecting the respondents from the 'Universe'. The Punjab

state is selected for the study. The study was being conducted in Jalandhar and

Patiala districts of Punjab. The study was limited to organised sector of milk &

dairy industry, the products of top 5 milk & dairy companies - Amul, Verka,

Mother Dairy, Milkfood & Nestle selected for the study. On the basis of random

selection, different sectors of occupation as Servicemen, Housewives, Students,

Professionals, and Businessmen were taken up for the sample. A total of 240

consumers belonging to different occupations, selected randomly, were surveyed.

Divya, Navleen Kaur / Indian Management Studies Journal 23 (2019) 75-8680



This study was conducted during Feburary-April 2018. The data was collected

for the present study from both Primary as well as Secondary sources of

collection. The primary data was collected through Structured Questionnaire/

Survey related to the study to gather responses from the targeted consumers.

The secondary data was collected from journals, magazines, website of Indian

dairy industry, Statistical Abstract of Punjab (2011), and other published data.

For this study, the questionnaire was developed in a similar context of the

present study. The brand loyalty statements were on five point Likert scale. The

factors affecting the choice of dairy brand were given in the questionnaires to

know the responses on the five point Likert scale : 1-Extremely Unimportant,

Unimportant, 3-Can't say, 4-Important and 5-Extremely Important. The collected

data was analyzed with the help of SPSS. The Factor Analysis was conducted to

identify the factors of consumer loyalty and also Regression Analysis was used.

DATA ANALYSIS & RESULTS

Table 2

Principal Component Analysis Results of Attributes

        Factors and Item Factor Loadings

KMO = .675

Product Quality :

Smell .804

Taste .784

Fat Content .670

Quality .600

Brand Popularity :

Certification of Brand  .760

Brand Image .742

Shelf Display .613

Brand Knowledge .610

Distribution :

Location of Retail Outlet .852

Availability .702

Cleanliness .695

Product Freshness :

Hygiene .697

Freshness .682

Packaging .581

Product Pricing :

Discount Offers .771

Price .640
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Interpretation

The result of Principal Component Analysis (PCA) is shown in the

Table 2, the Varimax Rotation was used to determine the dimensionality of the

variables considered. Factors with Eigen Values of above 1.00 were extracted

and factors loading above 0.5 were retained. The analysis came out with five

factors: Product Quality, Brand Popularity, Distribution, Product Freshness and

Product Pricing. All the five factors had factors loading within the acceptable

range of higher than 0.50 (0.550-0.852). The Product Quality factor consists of

consumers' responses related to the variables : influencing quality, smell, taste

and fat content of branded dairy products. The brand popularity attributes

representing the relative importance that consumers place for preferring branded

dairy products such as certification of brand, brand image, shelf display and

brand knowledge. Distribution represents location of retail outlet, availability,

and cleanliness regarding store. The product freshness composed of consumer's

agreement with variables which describe the products, freshness, packaging, and

hygiene of the dairy products. The product pricing factor has variables like

discount offers, price of branded dairy products.

Table 3

Principal Component Analysis Results of Brand Loyalty

        Factors and Item Factor

Loadings

KMO = .840

Brand Commitment :

I would like to continue using the same dairy brand. .598

When I do not find my preferred branded dairy product, I generally .647

switch to another branded dairy product.

I recommend others to use products of my dairy brand. .762

I feel good about my decision to buy branded dairy products. .591

I am committed to my dairy brand. .812

The dairy brand belongs to a company which I use, has high integrity. .630

Brand Continuity :

The branded dairy products make me feel safe. .732

I am using branded dairy products since long time. .742

I will continue using the same dairy brand even if its price changes. .680
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Interpretation

The result of Principal Component Analysis (PCA) is shown in the

Table 3, the Varimax Rotation was used to determine the dimensionality of the

variables considered. Factors with Eigen Values of above 1.00 were extracted

and factors loading above 0.5 were retained. The analysis came out with two

factors: Brand Commitment and Brand Continuity. The factors had factors

loading within the acceptable range of higher than 0.50(0.550-0.812). The brand

commitment attributes representing the relative importance that consumers place

for preferring branded dairy products such as commitment, recommendation,

and brand integrity. The brand continuity composed of consumer's agreement

with variables which describe the safe products, long time usage, and price of

the dairy products.

Regression Analysis

Table 4(a)

Model Summary

Model R R Square Adjusted R Std. Error of Durbin-Watson

Square the Estimate

    1 .528a .279 .253 .86415801 1.760

a. Predictors : (Constant), Product Pricing PP, Product Freshness PF, Distribution

Disc, Brand Popularity BP, Product Quality PQ

b. Dependent Variable : Brand Commitment Brand Commitment

Table 4(a) indicates that 27.9% of the variation in brand commitment is

explained by variation in the Product Pricing, Product Freshness, Distribution,

Brand Popularity and Product Quality.

Table 4(b)

ANOVA

Model Sum of Squares df Mean Square F Sig.

1 Regression 40.199 5 8.040 10.766 .000a

Residual 103.801 139 .747

Total 144.000 144

a. Predictors : (Constant), Product Pricing PP, Product Freshness PF, Distribution

Disc, Brand Popularity BP, Product Quality PQ

b. Dependent Variable : Brand Commitment Brand Commitment
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Table 4(b) shows that the overall effect of independent variables on

dependent variable is significant.

Table 5(a) shows that 25.8% of the variation in brand continuity is

explained by variation in the Product Pricing, Product Freshness, Distribution,

Brand Popularity and Product Quality.

Table 5(b) shows that the overall effect of independent variables on

dependent variable is statistically significant.

FINDINGS OF THE STUDY

l It has found that attributes come out with five factors: Product

Quality, Brand Popularity, Distribution, Product Freshness and

Product Pricing.

l It has found that brand loyalty come out with two important factors:

Brand Commitment and Brand Continuity.

l The Product Quality, Brand Popularity, Distribution, Product

Freshness and Product Pricing have statistically significant effect

Table 5(a)

Model Summaryb

Model R R Square Adjusted R Std. Error of Durbin-Watson

Square the Estimate

    1 .508a .258 .231 .87670073 1.856

a. Predictors : (Constant), Product Pricing PP, Product Freshness PF, Distribution

Disc, Brand Popularity BP, Product Quality PQ

b. Dependent Variable : Brand Commitment Brand Commitment

Table 5(b)

ANOVAb

Model Sum of Squares df Mean Square F Sig.

1 Regression 37.164 5 7.433 9.671 .000a

Residual 106.836 139 .769

Total 144.000 144

a. Predictors : (Constant), Product Pricing PP, Product Freshness PF, Distribution

Disc, Brand Popularity BP, Product Quality PQ

b. Dependent Variable : Brand Commitment Brand Commitment
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on brand commitment and brand continuity which describes the

factors affecting the consumer loyalty towards Dairy products.

LIMITATIONS OF THE STUDY

l Due to time constraint and limited resources only few related

studies have been considered, and only two districts of Punjab i.e.

Patiala and Jalandhar were included in the study.

l The primary source of data has been used with limited number of

respondents taken for the study.

CONCLUSION

The Indian dairy market is highly dominated by the unorganised sector.

80% market is controlled by local vendors, private milkmen and 20% market is

under-organised sector which includes cooperatives, private companies.The

analysis came out with five factors : Product Quality, Brand Popularity,

Distribution, Product Freshness and Product Pricing of attributes. The Brand

Commitment and Brand Continuity factors of loyalty come out to describe

commitment and continuity of brand. The study found that 27.9% of the variation

in brand commitment is explained by variation in the Product Pricing, Product

Freshness, Distribution, Brand Popularity and Product quality. The overall effect

of independent variables (Product Pricing, Freshness, Distribution, brand

popularity and quality) on dependent variable (brand commitment) is significant.

25.8% of the variation in brand continuity is explained by variation in the Product

Pricing, Product Freshness, Distribution, Brand Popularity and Product Quality.

The overall effect of independent variables (Product Pricing, Freshness,

Distribution, Brand Popularity and Quality) on dependent variable (brand

continuity) is statistically significant.
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Abstract

The study attempts to analyze the working capital efficiency of the domestic

and multinational pharmaceutical companies during the boom, recession and recovery

period. The study also explored the impact of working capital financing policies on the

working capital efficiency of the domestic and multinational pharma companies during

the boom, recession and recovery periods. Financial tools like utilization index,

performance index, efficiency index, ratios and statistical tools like mean, grand mean,

t-test, ANOVA and regression analysis have been deployed to draw inferences. The

study found that the working capital efficiency index of the boom, recession and

recovery period of the domestic pharmaceutical companies do not depict statistically

significant difference and similar results are revealed by the study for the multinational

pharma companies. Even the analysis shows that statistically the working capital

management practices of the domestic pharmaceutical companies are at par with their

counterparts i.e. multinational pharmaceutical companies as there is no significant difference

in the working capital efficiency index. Even the practices regarding the financing policies

are parallel as majority of both the set of pharma companies have followed conservative

financing policy during the boom and recovery period and aggressive financing policy in

the recession period. Further, it is found that in all the economic situations the working

capital efficiency is not varying significantly because of working capital financing policies.

The regression analysis suggests to tilt the working capital financing policies towards

aggressive financing policy for the enhancement of the working capital efficiency.

Key Words

Aggressive Financing Policy, Conservative Financing Policy, Working Capital

Efficiency, Boom Period, Recession Period, Recovery Period



PHARMACEUTICAL INDUSTRY

The Indian pharma sector grew at 9.4% year-on-year basis in 2018

(Business Standard, Jan 10, 2019).In terms of volume of business, it is rated as

third largest and in terms of value, tenth largest (PWC, 2018-19). Despite

demonetisation, GST implementation and capping of prices – all of which were

perceived to impact the pharma sector unfavourably, this industry continue to

grow & major growth engines are domestic sales, exports, medical tourism, health

insurance coverage, an ageing population, and increase in per capita spending

etc.The retail market is dominated by the branded generics, capturing 70% to

80% of the share (McKinsey & Company). India is the largest supplier of generic

drugs worldwide with the Indian generics accounting for 20% of world exports

in terms of volume. (India Brand Equity Foundation).India's pharma sector is

expected to touch US$ 55 billion by 2020 from US$ 6 billion in 2005. Indian

pharma market is expected to increase at a compound annual growth rate (CAGR)

of the 15% annually between 2015 and 2020. (IBEF, 2016).

WORKING CAPITAL MANAGEMENT

Working capital management has been recognized as grey area of

corporate finance (Jain & Godha, 2014).WCM involves the management and

control of current assets individually i.e. inventories, accounts receivables, cash

and collectively. It may be well-said that the prosperity and progress, stability

and financial health of a business or industrial organization largely depend upon

the efficient management of the various facets of the WC (Mathur, 2003). Ali &

Ali (2012) also state that WCM refers to applying investment and financing

decisions to current assets. Ray (2014), in his study, mentions that the share of

current assets to total assets varied from 40% to 83%. So, another study

specified that over 75% of the companies that are incurring loss or struggling

financially can be profitable and liquid if the WC blocked in current assets is

released. Chiou et al. (2006) demonstrated that many businesses closed due to

bad WC management. Perhaps due these reasons 70%-80% of the time of finance

executives' time is consumed by the WC decisions.

Working Capital Financing Policy

Working Capital investment relates to the decision of the management

regarding the funds to be invested in the current assets. The working capital

investment policy is further categorized into two types :
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I.  Aggressive Financing Policy

In the aggressive financing policy, the firm finances part of fixed current

assets from short-term sources of finance (Pandey, 2011).The relative use of

more short-term finance makes the firm more risky. The use of higher amount of

short-term debt in contrast to long-term debt is likely to result in higher profits

because debt will be paid off in due course and debt being economical source

of finance(Vanhorne et al., 2008).

II.  Conservative Financing Policy

In this policy, investment in current assets is funded from the long-term

funds and the short-term sources of finance are used to fund the emergency

requirements (Bose Chandra, 2012). The relative low proportion of short-term

debt in this policy reduces the risk as the long-term debts do not mature within

the operating cycle (Bhalla V. K., 2008). This policy affects the long-run

profitability of the company as the interest cost is incurred for the longer period.

Efficiency in Working Capital Management

The resources available with every economy and identity are always

scarce and costly. Therefore, they must be efficiently utilized to accomplish the

objectives of the concern. There are various alternatives to enhance the

efficiency of the business. Among these alternatives is to improve the turnover

of all the components of the current assets, increase the sales with the available

current assets or proportionately reduce all the components of current assets if

the sales targets are unachievable because of the changed business environment.

Efficient WCM is very important to create value for the shareholders (Abdul

et al., 2011). Efficient management is also said to be conducive for avoiding the

financial difficulties (Ramiah et al., 2014). Besides enhancing profitability and

improving firm value, the efficient management of working capital also helps to

avoid financial crises (Kaur & Singh, 2013).

REVIEW OF LITERATURE

Nazir and Afza (2009) analyzed 132 manufacturing companies covering

14 industrial groups that were listed at Karachi Stock Exchange (KSE). The period

of the study spanned from 2004 to 2007 and the tool used was regression

analysis. The study inferred that operating cycle, Tobin's q and ROA were factors

influencing working capital.

Ramachandaran and Janakiraman (2009) studied the relationship between

profitability measured by EBIT and WCM efficiency of Indian paper companies
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for the period of ten years. The study concluded that working WCM was

satisfactory in paper industry. Cash conversion cycle, average payment period

were negatively associated with profitability.

Ashok (2013) determined the relationship between inventory conversion

period and firm's profitability. In this study the different dependent variable and

control variable were deployed and the data of top five sample Indian cement

companies was taken for 10 years i.e. 2001-201.The result found that cash

conversion cycle has positive relationship with Return on Asset (ROA) &

Return on Equity (ROE).

Kaur and Singh (2013) studied "Managing WC efficiency in Capital

Goods Sector" and deployed performance index, utilization index and efficiency

index, correlation, coefficient of determination and regression analysis as tools

of analysis. The study also measured efficiency of the selected firms in terms of

target level of efficiency (i.e. average of the industry was taken as target level of

efficiency). The study found that 50% of the companies were not able to

efficiently utilise the current assets for sales.

Panda and Nanda (2018) conducted empirical study on the relationship

between WC financing & firm's profitability. For this purpose, the sample size of

1,211 Indian firms was taken for the period of 16 years which spanned from 2000

to 2016. It was revealed that firms in construction, chemical and consumer goods

sectors could finance major portion of their WC needs through short-term debt

without adversely impacting profitability. The study also found that firms with

high price margin & high financial flexibility could enhance profitability. The

study proposes that by financing major portion of WC requirements via short-

term debts and the practicing with risky WC financing could surge profitability.

RESEARCH GAP

The survey of the literature reveals that WCM had not been much

focused in the past. Numerous research studies recognize that the research on

WCM is relatively neglected (Pass & Pike, 1987; Kwenda & Holden, 2014). Only

few dimensions are focused as the study by Singh & Kumar (2014) stated that

WCM activities, relating to debtors inventory and creditors management, are

routine and inevitable. Aileman and Folashede (2014) also stated that before the

occurrence of crisis of 2007-08, WC was just a concern for business survival

and operational stability and was not focused as a measure that could provide

liquidity in the form of free cash flows. The study by Simon Sunday et al.

(2017) also mentions that host of the studies have already recognized WC as a
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non-focus area. Fewer studies have been carried on the WCM of pharma industry

in India especially during different economic situations. The study by Enqvist

et al. (2014) states that a narrow number of studies link business cycles to

working capital. So, this type of research gap has prompted the researcher to

pursue the present study.

OBJECTIVES OF STUDY

The study has been carried out with the following objectives :

1. To study the efficiency of working capital of domestic and

multinational pharma companies during boom, recession and

recovery periods.

2. To analyze the working capital financing policies of the domestic

and multinational pharmaceutical companies during boom, recession

and recovery periods.

3. To examine the impact of working capital financing policies on the

working capital efficiency of the domestic and multinational

pharmaceutical companies during boom, recession and recovery

periods.

RESEARCH METHODOLOGY

Universe & Sample Size : The universe of the study consists of all the

pharma companies listed at BSE healthcare sector. A sample of top 50 pharma

companies listed at BSE consisting of 25 domestic and 25 multinational pharma

companies has been selected on the basis of market capitalization.

Data Base : This study depends upon the secondary data that has

been collected from Prowess Database and Annual Reports of the respective

pharma companies.

Test of Normality of the Data : The entire secondary data is tested for

normality by applying :

(a) Kolmogorov-Smirnov (KS) Test : The result showed that the

values of data of some of the companies justified test of normality

while the data of some of the other companies did not show bell-

shaped curve.

(b) Logarithm : So, in this study, the values of the entire data was

converted into log values so as to normalize the data of the all

the companies.

Period of the Study : The study covers a period of 12 years consisting

of three economic situations : (i) Boom Period (2004-05 to 2007-08), (ii) Recession
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Period (2008-09 to 2009-10), (iii) Recovery Period (2010-11 to 2015-16).

Hamel & Vlikangas (2003), in their article, mention that no company can

afford to view current strategy as valid for all the times. The quest for corporate

resilience demands a strategy that is forever latching on the emerging

environmental challenges. The study by Chiou, Cheng and Wu (2006) discloses

that during the recession firms may face problem in arranging external finance

for their operating activities. The study further adds that because of constrained

sales, the level of inventories may increase. The global financial crisis directed

the researchers and practitioners to focus on the studies of the WCM (Enqvist

et al., 2014).The study by Baker Kent H. et al. (2017) in their study mentions

that there is a paradigm shift in the studies of WCM after the global financial

crisis of 2007-08.Another study by Ramiah et al. (2014) states that little effort

has been made to assess the impact of 2007-08 crisis by especially dividing the

period into two phases i.e. during the crisis and after the crisis. Simon Sunday

et al. (2017) in their study sums up that the crisis directly affected the financial

sector which tightened the credit standard and this indirectly led to recessionary

effect rippling across the global economy.

So, the present study has examined separately for three periods WC

efficiency as it is perceived that the change in the economic scenario might

have affected the WC efficiency.

TOOLS OF ANALYSIS

A.  Financial Tools

Utilization Index (UI) : Utilization Index measures the skill of a concern

to employ its current assets for the purpose of generating sales. If the increase

in all current assets is accompanied by more than proportionate increase in

sales, the degree of utilization of current assets with respect to sales stands

improved and vice-versa [Bhattacharya (1997), Ghosh and Maji (2003 & 2004),

Kaur & Singh (2013), Kasiran et al. (2015)].

t–1
WCM

t

A
UI =

A

Where A = Current Assets/Sales.

Performance Index (PI) : Performance index reveals the performance

in the managing the sales and current assets over the specified period.

If performance index is more than one, then it is said that the company has

efficiently managed its working capital. It means that the proportionate increase

in sales is more than the proportionate increase in current assets during a
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specified period [Bhattacharya (1997), Ghosh and Maji (2003 & 2004), Kaur and

Singh (2013), Kasiran et al. (2015)].

n
i(t–1)

S

i=1 i
WCM

W
I

W
PI =

N

 

IS - Sales index defined as St / St–1, Wi – Individual group of current

assets – Number of current assets group, and I = 1, 2, 3 …N

Efficiency Index (EI) : EI is the product of PI and UI [Bhattacharya

(1997), Ghosh and Maji (2003 & 2004), Kaur & Singh (2013), Kasiran et al.

(2015)]. It is computed by multiplying the PI with UI. Thus, the formula for

calculating the EI is as follows :

EIwcm = PIwcm * UIwcm

Classification of Companies on the Basis of Efficiency Indices

The efficiency index is calculated for each company for each year and

then arithmetic mean is computed for boom, recession and recovery period.

Further, companies whose index is more than one are classified as efficient

companies and vice-versa.

Working Capital Financing Policy

The degree of WC financing policy (WCFP) is measured as :

WC Financing Policy = Total Current Liabilities (TCL) / Total Assets (TA)

Classification of Companies on the Basis of Financing Policy

The mean of the ratio of current liabilities to total assets is computed

for each domestic and multinational pharma company for each year and mean

is calculated for each economic situation for each company. On the basis of

the mean of each company for different economic situations, grand mean

(benchmark mean) is calculated. The pharma companies which have higher

ratio as compared to benchmark mean are relatively considered as firms'

practicing aggressive financing policy and the companies having the lower

ratio than grand mean are taken as companies following conservative financing

policy. This methodology has been used by [Amiri Esmaeil (2014), Afza and

Nazir (2007), Nasif and Shubiri (2011), Taani, K. (2012), Temtime ZT (2016),

Mbawuni, J. et al. (2016) and Ahmed Z. (2016)] in their studies.

B.  Statistical Tools

The following statistical tools have been applied to analyze

the data obtained from the financial tools : (i) Arithmetic Mean, (ii) Grand

Prabhpreet Kaur / Indian Management Studies Journal 23 (2019) 87-110 93



Mean, (iii) F-test, (iv) ANOVA, (v) t-test, (vi) Correlation, (vii) R- Square,

(viii) Regression Analysis.

Software Used : The following software has been used for the analysis

of data :

1. MS-Excel   2. Xl Stat    3. NCSS

HYPOTHESES OF STUDY

H01 : There is statistically no significant difference between the

efficiency index of domestic pharma companies in the boom

period, recession period and recovery period.

H02 : There is statistically no significant difference between the

efficiency index of multinational companies in the boom period,

recession period and recovery period.

H03 : There is statistically no significant difference in the working

capital financing policies of domestic pharma companies in

different economic situations.

H04 : There is statistically no significant difference the working capital

financing policies of multinational pharma companies in different

economic situations.

H05 : There is statistically no significant difference in the working

capital financing policies of domestic and multinational pharma

companies in different economic situations.

H06 : There is statistically no significant impact of aggressive

financing policy of working capital on the efficiency index of

domestic pharma companies in different economic situations. In

other words, β = .0.

H07 : There is statistically no significant impact of conservative

financing policy of working capital on the efficiency index of

domestic pharma companies in different economic situations. In

other words, β = .0

H08 : There is statistically no significant impact of aggressive

investment policy of working capital on the efficiency index of

multinational pharma companies in different economic situations.

In other words, β =.0

H09 : There is statistically no significant impact of conservative

financing policy of working capital on the efficiency index of

multinational pharma companies in different economic situations.

In other words, β = .0
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ANALYSIS & FINDINGS

Efficiency Index of Domestic Pharma Companies

 As depicted by Table 1, in terms of efficiency index the percentage of

domestic pharma companies slided from 84% (i.e. 21/25*100) to 76% (19/25*100)

from boom period to the recession period. If four companies' respective

efficiency indices during the recession 0.98, 0.97, 0.95 and .98 are taken as nearest

to figure one, then the efficiency index becomes highly impressive i.e. 100% of

the companies. In the recovery period, the efficiency index of 72% (18/25*100)

of the companies' registered efficiency of more than one and the efficiency index

of the remaining 28% of the companies is in the range of 0.94 to 0.99 which is

also a good indicator of the efficiency.

Table 1

Efficiency Index of Domestic & Multinational Pharmaceutical Companies

          Boom Period    Recession Period  Recovery Period

DPCs MNPCs DPCs MNPCs DPCs MNPCs

Efficiency Index >1 21(84%) 17(68%) 19(76%) 17(68%) 18(72%) 22(88%)

(Number of Companies)

Efficiency Index <1 4(16%) 8(32%) 6(24%) 8(32%) 7(28%) 3(12%)

(Number of Companies)

Total 25 25 25 25 25 25

(100%) (100%) (100%) (100%) (100%) (100%)

Source : Compiled on the basis of data collected from Prowess Database

ANOVA : Efficiency Index of Domestic Pharmaceutical Companies

Variation Source S S d.f. MS F P-value F Crit

Between Groups 0.002 2 0.001067 0.160733 0.851824 3.124

Within Groups 0.478 72 0.006639

Total 0.48 74        

ANOVA : Efficiency Index of Multinational Pharmaceutical Companies

Variation Source S S d.f. MS F p-value F Crit

Between Groups 0.01 2.00 0.01 1.07 0.35 3.12

Within Groups 0.38 72.00 0.01

Total 0.40 74
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The variations in the efficiency index of the domestic pharma companies

have not been proved to be statistically significantly different between the boom,

recession and recovery periods as explained by the ANOVA values. As the p

value 0.85 is more than α =.05, so H01 is accepted.

Efficiency Index of Multinational Pharma Companies

As shown in Table 1, the average efficiency index of .68% (i.e. 17)

multinational pharma companies in the boom period is greater than one which

reveals that these companies have managed their current assets efficiently. During

recession period, the average efficiency index of 17 multinational pharma

companies is also greater than one depicting that multinational pharma

companies were able to withstand in such an economic situation by managing

their current assets as efficiently as in the boom period. In recovery period the

efficiency index of 88% of 22 multinational pharma companies was greater than

one reflecting that the multinational not only recovered but scaled up the

situation.

The variations in the efficiency index of the multinational pharma

companies have not been proved to be significantly different statistically between

the boom, recession and recovery period as explained by the ANOVA values. As

the value of p 0.35 is higher than α =.05, so H02 is accepted.

WC Financing Policies of Domestic Pharma Companies

The WC financing policies of the domestic pharma companies are

presented in Table 2

On the whole, the position regarding WC financing policy varied from

one economic period to another period. During boom and recovery period,

conservative financing policy remained the favorite of 64% and 52% of the

companies respectively. During the recession period 52% of the companies

pursued aggressive financing policy in contrast to 48% of the companies which

followed conservative financing policy. This finding is similar to the finding

made by Baker K. H. et al. (2017) which states that mixed policies are followed

by the companies.

In respect of the financing policy of the domestic pharma companies,

the p value of 0.82 as ANOVA is greater than α =0.05 which means that

statistically there is no significant difference in the financing policies followed

by the companies. So, null hypothesis H03 is accepted.
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WC Financing Policies of Multinational Pharma Companies

The WC financing policies of the multinational pharma companies are

presented in Table 2

In brief it can be inferred that by and large, the conservative financing

policy is dominantly followed by the multinational pharma companies. This is

evident as the percentage of the companies practicing the conservative financing

policy in the respective periods are 68%, 92% and 88% in contrast to the

companies following the aggressive financing policy which in the respective

periods are 32%, 8% and 12%.

Table 2

Working Capital Financing Policies of Domestic & Multinational Pharmaceutical

Companies

Boom Recession Recovery

Period Period Period

Domestic Aggressive Financing Policies 36%(9) 52%(13) 40%(10)

Pharmaceutical Conservative Financing Policies 64%(16) 48%(12) 60%(15)
Companies

Total 100%(25) 100%(25) 100%(25)

Multinational Aggressive Financing Policies 32%(8) 8%(2) 12%(3)

Pharmaceutical Conservative Financing Policies 68%(17) 92%(23) 88%(22)
Companies

Total 100%(25) 100%(25) 100%(25)

ANOVA : Working Capital Financing Policies of Domestic Pharmaceutical

Companies

Variation Source S S d.f. MS F P-value F Crit

Between Groups 0.01 2 0.01 0.20 0.82 3.12

Within Groups 2.54 72 0.04

Total 2.56 74        

ANOVA : Working Capital Financing Policies of Multinational Pharmaceutical

Companies

Variation Source S S d.f. MS F p-value F Crit

Between Groups 5.99 2 3 0.73 0.48 3.12

Within Groups 295.21 72 4.10

Total 301.21 74

Source : Compiled on the basis of data collected from Prowess Database
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Though mathematically the number of the companies following the

financing policies differ but statistically there is no significant difference as p

value .48 is greater than α = .05. So null hypothesis H04 is accepted. It means

the managers have not changed the financing policy under the different economic

situations.

Comparison of Domestic and Multinational Pharma Companies Financing Policy

In order to know whether the domestic pharma companies and

multinational pharma companies differ in practice in respect of WC financing

policies, the figures of the ratio of total current liabilities to total assets are

summarized in the Table 3.

Table 3

Comparison of WC Financing Policies Between Domestic and Multinational

Pharma Companies

Periods Mean Standard t-statistic d.f. p-value Reject H0 at

Difference Error ααααα = .050?

Boom .0268 .0565 .4736 48 0.64 No

Recession -0.66 .662 -1.01 48 .32 No

Recovery -0.198 .233 -0.8477 48 .40 No

Source : Compiled on the basis of data collected from Prowess Database

Table 3 presents that in all the periods, both domestic and multinational

pharma companies, the companies following the conservative financing policy

outnumber the companies following the aggressive financing policy except for

the domestic pharma companies which during recession period where the

companies adopting the aggressive financing policy to the conservative financing

policy are in the ratio of 13 to 12.

The p values in the respective periods of the boom, recession and

recovery are .63, .31 and .40 in comparison the value α = 0.05. As the value of

the p in all the periods is more than the value of α = 0.05, so the null hypothesis

H05 is accepted. This states that all the pharma companies are following the

similar financing policies in respect of WC financing policy.

Impact of Aggressive Financing Policy on WC Efficiency of Domestic Companies

In Table 4, the effect of the aggressive financing policy on the efficiency

of WC has been summarized during the different economic situations.
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a.  Impact on WC Efficiency During Boom Period

Table 4 reveals that during the boom period, 9 domestic pharma

companies are practicing aggressive financing policy. The regression equation

of the straight line relating to the efficiency index and aggressive financing

policy in the boom period is estimated as:

Efficiency Index = (1.0642) + (0.075) * Ratio of Aggressive Financing Policy

As the value of the p 0.25 is higher than the value of α =.05, the

hypothesis H06 that the slope is zero is not rejected. The analysis of the

behavior of the aggressive financing policy of the domestic pharma companies

during the boom period reveals that the policy has not statistically significant

bearing on the on the efficiency index. The coefficient of correlation 0.77 between

the ratio of aggressive financing policy and the efficiency index is positive. This

provides direction to the management that the degree of aggressiveness should

be optimized to enhance the value of the efficiency index. The value of the R-

square shows that 40% of the variations in the efficiency index are explained by

the aggressive financing policy. It means that the management of these

companies should identify and focus on the other 40% of the variables which

influence the efficiency of the working capital.

b.  Impact on WC Efficiency During Recession Period

The regression equation of the straight line relating to the efficiency

index and aggressive financing policy during recession period is estimated as :

 Efficiency Index = (.9943) + (.0864) * Ratio of Aggressive Financing Policy

Table 4

Impact of Aggressive Financing on Efficiency Index of Domestic Pharma Companies

Variables Boom Period Recession Period Recovery Period

βββββ t- Sig. βββββ t- Sig. βββββ t- Sig.

statistic statistic statistic

Constant 1.0642 29.36 0.00 .9943 27.76 0.00 1.12 16.20 0.00

TCL/TA .075 -1.23 .25 .0864 1.1365 .3006 -0.19 -1.3853 .20

r 0.77 0.76 080

R-Square 0.60 0.58 0.64

Estimated = (1.0642) + (.075) * = (.9943) + (.0864) * = (1.12) + (-0.19) *

Equation Ratio of Aggressive Ratio of Aggressive Ratio of Aggressive

of EI Financing Policy Financing Policy Financing Policy

Source : Compiled on the basis of data collected from Prowess Database
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Because the p value .2776 is higher than the value of α =.05, the

hypothesis H06 that the slope is zero is not rejected. The analysis of the

regression equation during the recession period provides clue to the managers

that they should identify and focus on the other variables as the value of the

β = .0864 is not statistically significant. The coefficient of correlation 0.76

provides positive direction to the managers regarding the enhancement of the

degree of aggressiveness. The value of the R-Square directs that only 58% of

the variations in the efficiency are explained by the variations in the ratio of

aggressive financing policy. So, study explores scope for the identification of

the other reasons for improving the efficiency index.

c.  Impact on WC Efficiency During Recovery Period

The regression equation of the straight line relating efficiency index and

aggressive financing policy in the recovery period is estimated as :

Efficiency Index = 1.12 + (-0.19) * Ratio of Aggressive Financing Policy

As the p value .2033 is greater than the value of α = .05, the hypothesis

H06 that the slope is zero is not rejected. The analysis is useful for the managers

of the corporate world in the sense that aggressive financing policy does not

significantly impact the efficiency index of the working capital. Though

aggressive financing policy do not significantly influence the efficiency still the

managers should endeavor to focus on the improvement of the efficiency index

by focusing on the other dimensions of the working capital. The direction of the

correlation's coefficient reveals that there is positive correlation i.e.0.80. It stands

that 64% of the variations in the efficiency are explained by the ratio of the

aggressive financing policy.

Impact of Conservative Financing Policy on WC Efficiency of Domestic

Companies

In the following Table 5, the effect of the conservative financing policy

on the efficiency of WC has been summarized during the different economic

situations.

a.  Impact on WC Efficiency During Boom Period

The equation of the straight line relating efficiency index and

conservative financing policy in the boom period is estimated as :

Efficiency Index = (.92) + (-0.46) * Ratio of Conservative Financing Policy

As the p value .045 is lesser than the value of α = .05, the hypothesis

H07 that the slope is zero is rejected. It is inferred that during the boom period
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conservative financing policy significantly influence the value of the efficiency

index. The analysis of the regression equation provides useful strategy to the

corporate finance managers regarding the management of the conservative

financing policy during the boom period. As the value of β coefficient-0.46 is

statistically significant so the managers of the domestic pharma companies should

try to reduce the ratio. The proposed action to reduce this ratio is to increase

the proportion of the short-term sources of finance. This proposal is

supplemented by the coefficient of the correlation's coefficient which is .52.

The coefficient of determination explains that 27% of the variations in the

efficiency index because of the conservative financing policy during the boom

period.

b.  Impact on WC Efficiency During Recession Period

The regression equation of the straight line relating efficiency index and

conservative financing policy during recession period is estimated as :

Efficiency Index = (.1.12) + (-0.37) * Ratio of Conservative Financing Policy

As the value of the p = 1.13 is more than the value of α = .05, the

hypothesis H07 that the slope is zero is not rejected. The managers of the

domestic pharma companies are suggested to cut the ratio of conservativeness

financing during the recession period. Though the result is not statistically

significant, but mathematically the equation suggests to lower the funding of

the assets from the long-term sources of finance. The higher the ratio the lower

Table 5

Impact of Conservative Financing on Efficiency Index of Domestic Pharma

Companies

Variables Boom Period Recession Period Recovery Period

βββββ t- Sig. βββββ t- Sig. βββββ t- Sig.

statistic statistic statistic

Constant 0.92 18.27 0.00 1.12 27.7 0.00 1.10 7.3 0.00

TCL/TA -0.46 2.21 .045 -0.37 1.13 .27 -0.18 -0.37 .71

r -0.52 -0.36 -0.10

R-Square 0.27 .13 .01

Estimated = (.92) + (-0.46) * = (.1.12) + (-0.37) * = (1.10) + (-0.18) *

Equation Ratio of Conservative Ratio of Conservative Ratio of Conservative

of EI Financing Policy Financing Policy Financing Policy

Source : Compiled on the basis of data collected from Prowess Database
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is efficiency of the WC because the value of the β coefficient is minus .37.The

negative value of the coefficient of correlation -0.36 also support this direction.

As just 13% of the variations in the efficiency index are caused by the

conservative financing policy so the management's should trace out and manage

the other factors influencing the value of the efficiency index.

c.  Impact on WC Efficiency During Recovery Period

The regression equation of the straight line relating to efficiency index

and conservative financing policy in the recovery period is estimated as :

Efficiency Index = (1.10) + (-0.18) * Ratio of Conservative Financing Policy

The correlation's coefficient between efficiency index and conservative

financing policy is -0.10. Because the p value 0.71 is greater than the value of

α = .05, the hypothesis H07 that the slope is zero is not rejected. The finding

which emerges from the analysis of the regression proves that the conservative

financing policy do not significantly influence efficiency index during the

recovery period. So, the finance managers need to identify and concentrate on

the other factors. The analysis of the coefficient of correlation directs that higher

the ratio of the degree of conservativeness lesser the efficiency index. So,

though the results are not statistically significant but still the managers should

reduce the degree of conservativeness in financing the working capital. The

coefficient of determination reveals that hardly 1% of the variations are explained

by the conservative policy during the recovery period.

Impact of Aggressive Financing Policy on WC Efficiency of Multinational

Companies

In the following Table 6 the effect of the aggressive financing policy on

the efficiency of WC has been summarized during the different economic

situations.

a.  Impact on WC Efficiency During Boom Period

The equation of the straight line relating to the efficiency index and

aggressive financing policy is estimated as :

Efficiency Index = 1.016 + (.082) * Ratio of Aggressive Financing Policy

As the p value .78 is greater than the value of α = 0.05, the hypothesis

H08 that the slope is zero is not rejected. So, from the regression equation it is

inferred that the aggressive financing policy do not significantly affect the

WC efficiency index. Though statistically there is no significant influence of the

WC policy, but mathematically the study suggest to increase the ratio of
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aggressive financing policy as the value of the β = .082 is positive. It means the

multinational pharma companies can enhance the proportion of the current

liabilities in order to optimize the value of the efficiency index. The positive

coefficient of correlation 0.76 discloses the direction for the enhancement of

the efficiency index. As the value of the R-square reveals that only 59% change

in the efficiency index occurs because of the financing policy, so, the

managements of the concerned pharma companies should locate and manage

the other variables which influence the efficiency of the working capital to the

extent of 41%.

b.  Impact on WC Efficiency During Recession Period

The regression equation of the straight line relating to the efficiency

index and aggressive financing policy during recession period is estimated as :

Efficiency Index = (1.0290) + (0.0007) * Ratio of Aggressive Financing Policy

Since, p value is equal to zero as compared to the value of α = 0.05,

the hypothesis H08 that the slope is zero is rejected. So, it means that the value

of the efficiency index is influenced by the value of β =0.0007 which is multiple

of the ratio of financing policy. So, the regression equation proposes to enhance

the proportion of current liabilities in the total assets of the company. The perfect

positive correlation 0.77 between efficiency index and ratio of aggressive

financing policy also strengthens this proposed action. This strategy is further

supported by the value of the R-square which explains 60% variations in the

efficiency index arise because of the ratio of current liabilities to total assets.

Table 6

Impact of Aggressive Financing on Efficiency Index of Multinational Pharma

Companies

Variables Boom Period Recession Period Recovery Period

βββββ t- Sig. βββββ t- Sig. βββββ t- Sig.

statistic statistic statistic

Constant 1.016 6.96 0.00 1.0290 1.0367 176.6 0.0036

TCL/TA .082 .29 .78 0.0007 -0.0027 -1.6519 .35

r 0.76 0.77 0.78

R-Square 0.59 0.60 0.61

Estimated = (1.016) + (.082) * = (1.0290) + (0.0007) * = (1.0367) + (-0.0027) *

Equation Ratio of Aggressive Ratio of Aggressive Ratio of Aggressive

of EI Financing Policy Financing Policy Financing Policy

Source : Compiled on the basis of data collected from Prowess Database
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c.  Impact on WC Efficiency During Recovery Period

The regression equation of the straight line relating to efficiency index

and aggressive financing policy in recovery period is estimated as :

Efficiency Index = (1.0367) + (-0.0027) * Ratio of Aggressive Financing Policy

As the p value .35 is greater than the value of α = 0.05, the hypothesis

H08 that the slope is zero is not rejected. The analysis of the regression equation

reveals that during the recovery period the efficiency index of WC is not

significantly impacted by the financing policy of the multinational pharma

companies. Though statistically there is no significant effect, but mathematically

the regression equation suggest because of the negative value of the β which

is -0.0027 to reduce the degree of aggressiveness during the recovery period.

So, it is concluded and proposed that in the recovery period, the finance

managers should minimize the degree of aggressiveness and cut the value of the

current liabilities. This inference is further supported by the negative value -0.78

of the correlation's coefficient between the aggressive financing policy and

efficiency index. The value of the R-square confirms that 61% of the variations

in the efficiency index happen due to aggressive financing policy.

Impact of Conservative Financing Policy on WC Efficiency of Multinational

Companies

In the following Table 7, the effect of the conservative financing policy

on the efficiency of WC has been summarized during the different economic

situations.

a.  Impact on WC Efficiency During Boom Period

The regression equation of the straight line relating to the efficiency

index and conservative financing policy during the boom period is estimated

as :

Efficiency Index = (1.22) + (-0.75) * Ratio of Conservative Financing Policy

Because the p value.0887 is more than the value of α = 0.05 so null

hypothesis H09 that the slope is zero is not rejected. The regression analysis of

the boom period proposes in sight to the finance managers regarding the

behavior of the ratio of the conservative financing policy to influence the

efficiency index. Though statistically the value is not significant, but the value

of β i.e. -0.75 reveals that higher the content of long-term sources of finance (or

lesser the proportion of short-term sources of finance) the lesser the value of

the efficiency index. So, the finance managers of the multinational pharma

companies should increase the proportion of the current liabilities to reduce the
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degree of conservativeness. This finding is confirmed by the coefficient of

correlation which is -0.43.The value of R-Square states that 18% of the change

in the efficiency index takes place due to the conservative financing policy. So

there is need for tracing and correcting the out the other variables which

influence the conservative financing policy.

b.  Impact on WC Efficiency During Recession Period

The regression equation of the straight line relating efficiency index and

conservative financing policy is estimated as :

Efficiency Index = (1.022) + (-0.038) * Ratio of Conservative Financing Policy

As the p value .5 is more than the value of α = 0.05 the hypothesis

H09 that the slope is zero is not rejected. The analysis of the conservative

financing policy followed during the recession period by the multinational pharma

companies proposes direction to the finance managers regarding the degree of

ratio of conservative policy of financing. As the value of the β = -0.0379 is

negative which is though not statistically significant but mathematically it means

as long as the ratio of long-term sources of finance in financing the total assets

is more, the value of the efficiency index shall decline. So, it is suggested that

the pharma companies should reduce the degree of conservativeness in

financing. The negative coefficient of correlation (-0.15) also provide clue in this

regard, i.e., higher the ratio of conservative financing lesser the value of the

efficiency index. The value of the R- Square explains only 2.2% of the variations

in the efficiency index because of conservative financing policy. It means the

Table 7

Impact of Conservative Financing on Efficiency Index of Multinational Pharma

Companies

Variables Boom Period Recession Period Recovery Period

βββββ t- Sig. βββββ t- Sig. βββββ t- Sig.

statistic statistic statistic

Constant 1.22 11.44 0.00 1.022 54.99 0.00 1.0168 66.4 0.00

TCL/TA -0.75 -1.82 .088 -0.038 -0.68 .5 -0.0127 -0.29 .76

r -0.43 -0.15 -0.07

R-Square .18 .022 0.0044

Estimated = (1.22) + (-0.75) * = (1.022) + (-0.038) * = (1.0168) + (-0.0127) *

Equation Ratio of Conservative Ratio of Conservative Ratio of Conservative

of EI Financing Policy Financing Policy Financing Policy

Source : Compiled on the basis of data collected from Prowess Database
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management of the companies should also endeavor to locate and manage the

other impacting factors.

c.  Impact on WC Efficiency During Recovery Period

The regression equation of the straight line relating to the efficiency

index and conservative financing policy in the recovery period is estimated

as :

Efficiency Index = (1.0168) + (-0.0127) * Ratio Conservative Financing Policy

Because the p value .7698 is more than the value of α = 0.05, the

hypothesis H09 that the slope is zero is not rejected. The analysis shows that

degree of the ratio of conservative financing policy is not statistically significant

for influencing the efficiency of the multinational pharma companies during the

recovery period. It means the analysis finds that the managers should focus on

the other factors for enhancing the efficiency of the working capital. Even the

coefficient of correlation is just -0.07 which is very low. The coefficient of

determination .044% i.e. being very low explains meager variations in the

efficiency index due to the ratio of conservative financing policy.
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List of Abbreviation

Name of Company / Items / Term Abbreviation

Aarti Drugs Limited AADL

Ajanta Pharma Ltd. AJPL

Albert David Ltd. ADL

Alembic Limited AL

Alpha α

Anuh Pharma Limited APL

Aurobindo Pharma Ltd ABPL

Beta β

Between the group BG

Biocon Ltd. BL

Bliss G V S Pharma Ltd. B GVSPL

Cadila Healthcare Ltd. CHL

Caplin Point Laboratories Ltd. CPL

Cipla Ltd CL

Coral Laboratories Limited CLL

Degree of freedom d.f.

Dishman Pharmaceuticals & Chemicals Ltd. DPCL

Domestic Pharma Companies DPCs

DrReddys Laboratories Ltd. Dr. RL

Efficiency Index EI

F Critical Value F crit.

FDC Limited FDCL

Glenmark Pharma Ltd. GPL

Godavari Drugs Limited GDL

Granules India Limited GIL

Gufic Biosciences Ltd. GBL

Hester Biosciences Limited HBL

Hikal Ltd. HL

Indoco Remedies Limited IRL

IOL Chemicals and Pharmaceuticals Limited IOLCPL

Ipca Laboratories Ltd. ILL

J B Chemicals & Pharmaceuticals Ltd. JBCPL

Jagsonpal Pharmaceuticals Ltd. JPL

Jenburkt Pharmaceuticals Limited JBPL
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Lactose (India) Limited LL

Lincoln Pharmaceuticals Limited LPL

Lupin Ltd LUPL

Marksans Pharma Ltd. MPL

Mean squares MS

Merck Ltd. ML

Morepen Laboratories Limited MLL

Multinational Pharma Companies MNPCs

Natco Pharma Ltd. NPL

Nectar Lifescience Limited NLL

Neuland Laboratories Limited NLLL

NGL Fine-Chem Limited NFCL

Null Hypothesis H0

Performance Index PI

Pharmaceutical pharma

Pharmaids Pharmaceuticals Limited PPL

R-Square R2

Roopa Industries Limited RIL

Shilpa Medicare Ltd. SML

Significance Sig.

Smruthi Organics Limited SOL

Sum of Square SS

Sun Pharma Ltd. SPL

Suven Life Sciences Limited SLSL

Themis Medicare Limited TML

Torrent Pharmaceuticals Ltd. TPL

TTK Healthcare Limited TTKHL

Utilization Index UI

Venus Remedies Ltd. VRL

Vistas pharma Ltd. VPL

 Wanbury Limited WL

Wintac Limited WTL

Within the group WG

Working Capital WC

Working Capital Management WCM
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Abstract

One of the key performance indicators of higher education institutes is its

academic staff. Satisfaction and motivation of academic staff contributes a lot to the

student learning as well as the research outcome of the institute. Therefore, studying

motivation of academic staff is crucial for the performance of higher education institutions

(HEIs). The present study aims to identify factors of work motivation for academic

staff in HEIs. Data collected from 150 faculty members working at various HEIs, was

analysed using descriptive and multivariate statistical tools. Findings highlight academic

staff's motivation dimensions and extract 9 factors out of 53 items. These factors play

an important role in motivating academic staff at HEIs.
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INTRODUCTION

Development of any country predominantly depends on its education

system. Higher education has the maximum contribution of 59.7 per cent of the

entire education system of India (Education Sector in India, 2018). According to

this web report, India is world's largest higher education system and ranked



second in terms of student enrolment in higher education; the average growth

of higher education in India is expected to reach 18% per year by 2020. Higher

education is a powerful tool to build knowledge-based society of the 21st

Century, hence it is of vital importance for the country. There has been a

magnificent growth in the number of Universities/Universities level Institutions

& Colleges in Higher Education sector since Independence of India (University

and Higher Education, 2016). Higher education institutions are experiencing key

changes and demolishing its customary structure of working as universities and

institutions prospect for better funding opportunities and foreign collaborations.

Like any other profit-oriented organization, Higher Education Institutions (HEIs)

also need to look for ways to enhance performance in order to sustain in such

a tough industry. As per the UGC report, currently, the biggest challenge faced

by higher educational institutions in India is the acute shortage of qualified and

competent faculties (Sharma, 2013). According to the report, the paucity of

qualified faculty is felt more in professional and technical institutions including

IIMs and IITs. The shortage of academic staff and the failure of universities to

retain quality academic staff; is crucial to the changing prospects and potentials

of knowledge formation and learning (Selesho & Naile, 2014). Academic staff

retention has a significant effect on quality education (Too, Chepchieng, &

Ochola, 2015) and research shows that employee motivation and satisfaction are

strongly associated with turnover intentions of employees (Bonenberger, Aikins,

Akweongo & Wyss, 2014).

Motivation, ability, environment are three important factors influencing

job performance. Among them motivation is described as the most complex in

terms of its management (Mitchell, 1982). Motivation is an important component

for any kind of profession and it becomes more important for teachers who are

empowered with the duty of imparting education to the future of any country.

Teachers play an important role in a student's life. Students' motivation and

satisfaction has always been a major consideration in educational institutions,

generally ignoring academic staff's work satisfaction (Comm & Mathaisel, 2000).

While student success and student learning are important parameters indicating

success and quality of an educational institution, motivation and performance of

academic staff is equally crucial for the success of both students and the institute.

Research has shown that a teacher's performance has a great impact on a student's

learning and satisfaction (Machado & Gouveia, 2011). Faculty members are the

most important pillars of the entire education structure; hence, it is imperative to

understand what motivates them. The present study, thus, aims to identify the

factors that describe the motivational levels of faculties of HEIs.
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RESEARCH PURPOSE

National culture creates a difference on motivation needs and strategies

(Fisher & Yuan, 1998; Latham & Pinder, 2004; Lim, 2007), which makes it

necessary to study this topic in Indian context. Most motivation surveys cited

in literature review (Jurkiewicz & Massey, 1997; Kovach, 1987; Nohria, Groysberg

& Lee, 2008) are conducted in industrial settings. The variable and factors of

motivation vary according to the context. Some job factors such as pay, salary,

working conditions may be common between an academic institute and a

corporate firm but many of them need to be studied specifically in context of

educational institutions. Research, consultancy, student learning ability, are some

of the factors which may be important for a faculty but not for industrial

employees. Few studies are held among education institutions as well, but either

they address the issue at school level (Dombrovskis, Guseva & Murasovs, 2011;

Mertler, 2016) or they are conducted outside India (Schulze, 2006; Selesho &

Naile, 2014). Hence, purpose of this study is to identify motivational factors of

academic staff in the context of higher education institutions of India.

The major objectives of the study are outlined below :-

l To identify and determine the dimensions of work motivation of

academic staff in HEIs.

l To understand the relationship and pattern among the identified

variables of work motivation.

l To determine the top work motivation factors that describe the

reasons for academic staff work motivation in HEIs.

LITERATURE REVIEW AND THEORETICAL FRAMEWORK DEVELOPMENT

Motivation Defined

Work motivation is a construct which is largely studied and defined in

different ways in research because of its direct implication on behaviour and

performance at individual as well as organizational level too. Motivation is

generally defined as a motive to engage in a behaviour. Mitchell (1982) defines

motivation as the degree to which an individual wants and chooses to engage

in certain specified behaviour. Myers (1993) defines motivation as a need or

desire that serves to energize behaviour and to direct it towards a goal.

Motivation is a set of energetic force that originate within an individual and

externally in order to initiate work related behaviour, and to determine its form,

direction, intensity and duration (Pinder, 1998). Griffin and Moorhead (2011)

define motivation as a set of forces that leads people to behave in a way.
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Motivation is a set of processes that arouse, direct, and maintain human

behaviour toward attaining some goal (Greenberg & Baron, 2003). Tohidi and

Jabbari (2011) define motivation as the force which strengthens behaviour, guides

behaviour in a right direction, and maintains the behaviour. It is defined as a

reason because of which an individual starts something, continues it and finishes

it. Though there are numerous ways and definitions in which motivation has

been defined but there is no universal definition of motivation. Motivation is

based on needs which are present within an individual. An individual is said to

be motivated when he/she chooses an action or behaviour in order to perform

towards the achievement of some goal. Motivation is a continuous process

which is not subject to one specific need. The moment one need is satisfied,

new one will emerge. Every organization wish to encourage a particular behaviour

which leads to performance. Since, behaviour is a voluntary choice of an

individual; organizations wish to work on those factors which motivates them to

choose that particular behaviour. Generally, organizations fail to consider the

individual employee whose behaviour they want to influence. Managers need to

understand their employees as individuals in order to motivate them (Pokorny,

2013). Springer (2011) established a positive relationship between motivation and

performance and proved that job motivation is a significant predictor of job

performance. Employees of any organization are its internal customers and

keeping them motivated will bring competitive advantage to any company.

Motivation is a dynamic internal state which is influenced by many

external factors. It is important for institutions to know these factors to create

an environment that fosters employee motivation. Every human being is engaged

in some work in their life. It is worth asking what motivates them to do that

particular work? If an employer knows what makes its employees productive,

they will ensure the desired behaviour and will certainly have a marketplace

advantage (Kovach, 1987). Effective management and high productivity are linked

with employee motivation in an organic manner (Qenani-Petrela, Schlosser &

Pompa, 2007). Hence, it becomes fundamental for organizations to understand

the nature of individual motivation.

Existing Theories of Motivation

Motivational factors discussed in literature are mostly identified from a

specific set of theories i.e. Need theories or content theories of motivation which

attempts at answering what motivates individuals. Process of motivation starts

with identification of an unsatisfied need. An unsatisfied need creates tension;

to reduce this tension an individual exert effort (Robbins, 1993). Most widely
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accepted and popular need theory of motivation is Maslow's need hierarchy

theory (Wahba & Bridwell, 1976). Maslow defined that individuals have five set

of needs which act as motivators- physiological needs, safety and security

needs, social and belongingness needs, Self-esteem needs, and self-actualization

needs. Herzberg defined two set of factors- hygiene factors and motivators.

Herzberg's hygiene factors are similar to Maslow's physiological, safety &

security and Social needs; motivators are similar to esteem and self-actualization

needs (Berl & Williamson, 1987). Hygiene factors include salary, working

conditions, job security, status, fringe benefits, company policies, supervision,

interpersonal relation. Hygiene factors do not motivate employee but if not

provided they can lead to dissatisfaction. Motivators include achievement,

recognition, responsibility, work itself, advancement, personal growth and

development. Motivators are associated with satisfaction and motivation among

employees. Alderfer's ERG theory proposed three set of motivating factors-

Existence, Relatedness and Growth. Five needs suggested by Maslow are

compressed into three need categories by Alderfer. Existence need is similar to

Maslow's physiological needs and safety needs. Relatedness needs are similar

to social and belongingness needs of Maslow and Growth needs includes

Maslow's self-confirmed esteem needs and the self-actualization phase (Berl &

Williamson, 1987). David McClelland also explained three set of needs which

dominates individual behaviour- need for achievement, need for power and need

for affiliation. Need for achievement and need for power comprises of Maslow's

esteem and self-actualization needs and Herzberg's Motivators. Affiliation

need are equivalent to Maslow's social needs and Alderfer's relatedness needs.

All the theories discussed above present two levels of needs that are higher

order need and lower order needs. Higher order needs are more intrinsic

in nature and lower order needs are more extrinsic in nature. Organizations

generally focus on fulfilment of lower order needs and ignoring higher order

needs (Mitchell, 1982).

Motivational Factors

No single theory will work for all men under all conditions. In order to

devise motivational strategies managers in organizations have to be inquisitive

and diagnostic of the differences which are present among employees (Oh, 1972).

Motivation is psychological force which results from an interaction between

individual and environment (Latham & Pinder, 2005), hence it is important to

study environment factors.

Gaziel (1986) tested the two-factor theory of motivation in education
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setting and found that motivating factors identified by Herzberg are supported

in education setting also, except a few exceptions, such as responsibility is

not identified as a motivator. Achievement, relationship with teachers and

advancement are identified as most important factors for motivation in his

study.

What employees want, differs among employees of different age, gender,

income level, job type, and organizational levels, according to Kovach (1987). In

his study, men found 'interesting work' as most important factor whereas female

found 'full appreciation of work done' as an important factor for work motivation.

Similarly, 'good wages' is an attractive factor for people under 30, 'job security'

for people between 31-40, 'feeling of being in on things' for employees between

41-50, 'interesting work' for employees above 50 years of age. Lower

nonsupervisory level of employees found 'wages' an important factor, whereas

middle and upper non-supervisory level employees found 'interesting work'

(Kovach, 1987).

Bishay (1996) with the help of an electronic device determined which

activities for a teacher are most psychologically rewarding and contributes to

teacher motivation. Results of ESM (experience sampling method) were also

supported by conventional survey method and it was concluded that teachers

with higher responsibilities felt most satisfied with their jobs. Results of ESM

suggested that teachers enjoyed the most while teaching in the classroom.

In a similar study conducted by Castillo and Cano (2004), work content

is defined as most motivating and work context as least motivating factor,

identified for college faculty. Top five most important factors for university

teachers were identified as provision of good salary systems, provision of fair

promotion systems, provision of good retirement systems, provision of work

security systems, and provision of abundant research resources (Chen, Yang,

Shiau, & Wang, 2006). Qenani-petrela et al. (2007) suggested that the most

important motivational factors of Gen Y are good wages, interesting work, and

possibilities for advancement and growth. Job security and a feeling of being

involved on the job are given less importance by gen Y respondents.

Nohria et al. (2008) suggested a company can improve overall

motivation of employees by satisfying their drive to bond, drive to acquire,

drive to apprehend and drive to defend. Drive to acquire can go beyond

acquiring physical good and also includes experiences as well as status. Drive

to bond is most closely related to employees' motivation and commitment.

Drive to comprehend at workplace can be best addressed by giving challenging

and meaningful work. Employees can feel negative emotions like fear and
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resentment if their drive to defend is not addressed by the organization, which

includes sense of security, confidence, justice, transparency and expression of

idea and opinions. Nohria et al. (2008) concluded that employee motivation is

not in complete control of organizational factors, rather is largely dependent

on the immediate managers also.

Dan Pink argue that carrot and stick can no longer work for the 21st

century workers. According to him, reward and punishment may work for the

task which are simple, mechanistic and rule based but for the knowledge workers

of 21stcentury, which requires creativity and cognitive skills, autonomy, mastery

and purpose are the only motivators (Ted, 2009). Enjoyment in teaching and

student's quality are identified as two important factors of motivation for teachers

(Rashid & Dhindsa, 2010). Economic motive and career growth opportunities are

the highest rated motives, which are followed by relationship with administration,

social status, work satisfaction and self-realization (Dombrovskis et al., 2011).

Faculty was found highly motivated to teach, to remain as faculty in HEIs, and

to do research; whereas faculty was found less motivated to participate in

governing bodies (Machado, Soares, Brites, Ferreira, & Gouveia, 2011). However,

they found in their study that motivation to work in the institution, motivation

to remain as a faculty member in higher education, and motivation to teach have

the highest impacts on general motivation but motivation to do research has

least impact on general motivation.

Akdemir and Arslan (2013) developed a motivation scale for teachers

using Herzberg's two factor theory as a base and derived four factors of

motivation- communication, progress in profession, institution, and expectations.

Reward and recognition programs should be designed by the organizations

including all motivational drivers of employees, which ranges from a desire to

acquire valued things, status, social bond, and relationships (Pokorny, 2013).

Motivation of a teacher includes two different aspects of motivation i.e. general

work motivation and teaching motivation (Bjekiã, Vuèetiã, and Zlatiã, 2014).

According to them, general work motivation comprises six factors including

collegial support and professional respect, relationship with the supervisors,

intrinsic motivation, job responsibilities, possibility of personal and professional

development and job security and clear work expectations; and teaching

motivation is influenced by relationship with students and interpersonal teacher

student relationship. Job satisfaction and leadership, salary, academic

development, promotion prospect, and job security are important aspects that

motivate people in the academic profession (Selesho & Naile, 2014). According

to them, job satisfaction, salary, promotion and leadership are important factors
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among the academics, which attract them to university career.

Fair compensation, safe and healthy working conditions, opportunity

for using and developing human capacity, opportunity for continued growth and

security, social integration in the organization, employee rights, autonomy and

work life balance are important dimension of overall quality of work life (QWL)

which has a strong relationship with job satisfaction (Vasita & Prajapati, 2014).

They suggest universities need to work on these eight dimensions of QWL as it

has a significant impact on employee engagement and satisfaction.

Leadership behaviour of immediate authority, reward provided to

employees and working environment of an organization are three important

variables explored by Hooda and Singh (2014) which have a great impact on job

satisfaction of faculty members at higher education and there is a positive

correlation between faculty satisfaction and motivation.

Organizations need to recognize the needs and expectations of

employees to develop a system of motivation in organization. Developing an

effective system of motivation will enable organizations in objective attainment,

employee engagement, loyalty and increasing effectiveness. Achieving the

organizational objectives and satisfying results depends upon the employees'

motivation to act. Employee motivation leads to employee loyalty and high level

of performance and commitment (Stachowska & Czaplicka-Koz?owska, 2017). This

research paper attempts to address this matter by identifying what factors

motivate the academic staff of Higher Education Institutions.

METHODOLOGY AND METHODS

Sampling and Data Collection

The sampling frame of this study consisted of academic staff of higher

educational institutes in India. Convenience sampling was selected as the

sampling technique for the purpose of the study. Data were, thus, collected from

higher educational institutes of the private sector located in the National Capital

Region. The selection of the targeted higher educational institutions was based

on random sampling technique.

Data were collected using both online and offline data collection

procedures. Initially questionnaires were sent over e-mail to the respondents. Of

the 200 e-mails sent, only 39 were returned, indicating a response rate of 19%

for the online data collection. A pen-and-paper survey was also undertaken to

supplement the online data collection process. Of the 150 pen-and-paper

questionnaires, 111 were turned in, indicating a response rate of 74%. Thus, a
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total of 150 responses were received, with an overall response rate of 42%. The

sample characteristics are detailed in Table 2 of the study.

Instrument Development

The various dimensions of motivation were identified from the

literature review. The literature review resulted in a total of 53 items to be

representing motivation of academic staff of higher education institutions. In

the first stage of instrument development, the items identified were subjected

to expert opinion. Senior academicians and professors were requested to review

these items in terms of their representation of motivations, the language of

each item and appropriateness in terms of the context of higher educational

institutes. This also resulted in ascertaining the face validity and content

validity of the instrument.

The survey instruments consisted of items presented on a 7-point Likert

scale. The respondents were required to rate the level of importance that each of

these statements had in terms of determining their motivation levels on a Likert

scale. The responses ranged from highly important to not important at all. In the

first phase of data collection, a pilot study was undertaken on an initial sample

of 50 respondents. This was done so as to determine the scale reliability.

Cronbach's Alpha was taken as the measure to ascertain reliability of the survey

instrument. A Cronbach Alpha of value greater than 0.8 indicates good reliability,

while a Cronbach alpha value ranging between 0.6 and 0.8 is also considered to

be acceptable (Singh, Junnarkar & Kaur, 2016). During this phase the respondents

were also asked to provide their feedback in terms of flow and their

understanding of the survey items. Once the reliability of scale was established,

full data collection was undertaken. The reliability results along with the

associated Cronbach Alpha values are presented in Table 1.

Table 1

Reliability Statistics

Cronbach's Alpha Cronbach's Alpha Based on No. of Items

Standardized Items

.969  .970  53

Sample Characteristics

A total of 150 responses were received during data collection. Population

characteristics according to various criteria is presented in Table 2. Of these

49.3% were in the age bracket of 31-40 years followed by 29.3% who were 30
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Table 2

Descriptive Statistics of the Participants' Profile

Frequency %

Age 30 and below 44 29.3

31-40 74 49.3

41-50 22 14.7

50 and above 10 6.7

Total 150 100.0

Gender Male 80 53.3

Female 70 46.7

Total 150 100.0

Rank Lecturer 11 7.3

Assistant Professor 110 73.3

Associate Professor 16 10.7

Professor 13 8.7

Total 150 100.0

Education Graduate 1 .7

Post-Graduate 92 61.3

Ph.D. 51 34.0

Post-Doc 6 4.0

Total 150 100.0

Total Experience 5 or less 46 30.7

6-10 52 34.7

11-15 25 16.7

16-20 11 7.3

21-25 9 6.0

26-30 2 1.3

Above 30 5 3.3

Total 150 100.0

and below. Approximately 53% respondents of the study were male while 47%

were female. The respondents mainly represented Assistant Professors (73.3%),

followed by Associate Professors (10.7), Professors (8.7) and Lecturers (7.3).

Majority of respondents 34.7% have work experience of 6-10 years in the
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profession, 30.7%, less than 5 years and remaining 34.6% have work experience

for more than 15 years. The most represented group among the respondents

was Post-Graduate (61.5%), followed by Ph. D (34%), and to a small extent

Post-Doc (4%) and Graduate (0.7%).

Statistical Analysis

SPSS was used as the major tool of data analysis. Data analysis was

accomplished using the technique of Exploratory Factor Analysis, whereby the

various items were reduced to be represented by a limited number of factors.

Exploratory Factor Analysis is a scale development technique for reducing

indicators to a more manageable set (Gerbing & Anderson, 1988). They observed

that the factor analysis technique was useful when factoring a set of items so as

to construct a scale on the basis of identified factor loadings.

RESULTS OF THE STUDY

Importance Criterion

The mean and standard deviations pertaining to each of the scale

items revealed the importance of each individual item (Table 3). The mean

values obtained highlight the importance of each individual item w.r.t. its

importance in influencing an individual's workplace motivation. The highest

mean value was reported for 'Teaching Your Own Interest Area' (6.42) followed

by 'Acknowledgement and Recognition from Students' and 'Enjoyment in

Teaching' (6.34). Other important workplace motivations identified from the data

include: 'Pay, Salary & Benefit Packages' (6.28), 'Freedom to Determine How I

Teach' (6.27), 'Your Student's Achievement Success' (6.27), 'Students'

Participation in Class' (6.26), 'Provision of Fair & Timely Promotion System'

(6.25), 'Appreciation for a Job Well Done' (6.23), 'Healthy Professional

Relationships with Department Chair' (6.22), 'Healthy Student Faculty

Interaction & Relations' (6.21), 'Fair and Equal Treatment' (6.21), 'Transparency

in Organization Policy & Procedures' (6.21).

Factor Analysis

Factor Analysis is a technique to identify surface attributes(variables)

and internal attributes(factors) (Tucker & MacCallum, 1997). The technique

finds wide acceptance in psychology research where it serves to uncover and

understand the various underlying dimensions of its various concepts, such

as, the two-factor theory, source and surface traits in personality, etc. The

present study made use of exploratory factor analysis to uncover the

underlying work motivation dimensions, based on the 53 items identified during
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Table 3

Importance Criteria Used by Respondents for Various Motivation Dimensions

Item Description N Mean S D

E1 Institution/University's Reputation and Image 150 6.04 .889

E2 Reputation of the Department/Discipline 150 5.93 1.017

E3 Your Academic Rank (Designation) in the Organization 150 5.71 1.185

E4 Status of being an Academician in my Family and Society 150 5.60 1.259

E5 Recognition of Teaching Achievements 150 5.92 1.096

E6 Appreciation for a Job Well Done 150 6.23 .899

E7 Acknowledgement and Recognition from Students 150 6.34 .896

E8 Support you get to carry out Research Activities 150 5.85 1.203

E9 Encouragement you get to carry out Research 150 5.96 1.134

E10 Financial support for Research 150 5.75 1.321

E11 Availability of Research Facilities 150 5.86 1.232

(Access to online resources like Emerald etc.)

E12 Recognition of Research Achievements 150 5.90 1.203

E13 Research Environment within the Institute/University 150 5.91 1.264

E14 Consulting Opportunities 150 5.62 1.413

E15 Facilities provided for Academic Staff in the University

(e.g. admin support, medical facility, canteen, sports 150 5.87 1.091

club etc.)

E16 Geographic Location of the Institute/University 150 5.78 1.152

E17 Availability of Latest Teaching Aids/Equipment 150 5.91 1.061

E18 Availability of well-equipped Library 150 5.98 1.150

(Latest Journal, Books etc.)

E19 Office and Work Space 150 6.01 1.087

(personal desktop, printer, cabin, etc.)

E20 Teaching your own interest area 150 6.42 .838

E21 Freedom to determine what I teach (Contents of the course) 150 6.18 .942

E22 Freedom to determine how I teach (Teaching Pedagogy) 150 6.27 .882

E23 Adequate Teaching Load 150 6.09 1.029

E24 Adequate no. of students in the class 150 5.92 1.173

E25 Opportunity to Work in Curriculum Development & 150 5.94 1.107

Improvement

E26 Teaching Variety of Subjects 150 5.68 1.276

E27 Enjoyment in Teaching 150 6.34 .911
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E28 Your Student's Achievement and Success 150 6.27 .910

E29 Quality of Students 150 5.94 1.094

(Student's IQ Level, Learning Ability etc.)

E30 Good Numerical Rating/Scores from Student Evaluations 150 5.92 1.126

E31 Discipline among Students during Lecture/Class 150 6.05 1.110

E32 Student's Participation in Class 150 6.26 .915

E33 Healthy Student Faculty Interaction and Relations 150 6.21 .973

E34 Healthy Professional Relationship with Colleagues 150 6.13 .985

E35 Healthy Professional Relationship with Department Chair 150 6.22 .889

E36 Healthy Professional Relations with Supporting Staff/ 150 5.99 1.043

Admin Staff

E37 Sense of Friendship and Team Spirit with Colleagues 150 6.14 .927

E38 Guidance/Support by Superiors 150 6.15 1.008

(Overall Competence of Superiors)

E39 Influential Leadership in Organization 150 6.12 .955

E40 Opportunity to Participate in Decision Making on 150 5.67 1.213

Institute/University's Policies and Practices

E41 Fair and Equal Treatment 150 6.21 1.078

E42 Adequate Policies for Leaves of Absence 150 6.16 .935

E43 Appropriateness of Work Hours 150 6.19 1.021

(work timings, weekly offs etc.)

E44 Transparency in Organization's Policies and Procedures 150 6.21 1.032

E45 Pay, Salary and Benefit Packages 150 6.28 1.112

E46 Pension and Security Benefit (EPF, Gratuity, etc.) 150 6.09 1.158

E47 Job Security 150 6.20 1.043

E48 Resources and Support Provided for Professional

Activities like Seminar, Conference, Workshop, FDP, 150 6.03 .904

MDP etc. (e.g. Financial Support and Leaves)

E49 Provision of Achievement Rewards (e.g. One-time 150 6.08 1.007

Monetary Reward, Incentives)

E50 Provision of Fair and Timely Promotion Systems 150 6.25 .950

E51 Opportunity for Advancement (e.g., Possibility of 150 6.09 1.032

Assuming Different Positions in the Profession)

E52 Teacher Evaluation (e.g., Appraisal of Classroom 150 5.95 1.015

Instruction by Evaluator)

E53 Periodic Appraisal (e.g. Annual Performance Appraisal) 150 6.11 .963
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literature review. The Principal Component Analysis Method for data extraction

was utilized based on varimax rotation. Varimax Rotation, is a form of orthogonal

rotation, which offers a rotated factor solution whereby each factor is

independent of the other. The rest part of this section outlines the results

obtained from exploratory factor analysis.

Sample Adequacy

The reliability of factor analysis largely depends on the sample size,

which is, in turn, dependent on a variety of other factors (Field, 2009). The

present study assessed the sample adequacy based on the Kaiser-Meyer-Olkin

(KMO) statistic. For a sample to be adequate, the value of KMO should be more

than 0.5 (Field, 2009). The KMO value returned for the current data set was 0.9

(Table 4),, thus, indicating an adequate sample size. Guadagnoli and Velicer (1988)

proposed that if the dataset has several high factor loading scores, then a

relatively smaller sample size (n > 150) would suffice for the purpose of factor

extraction. Further, the appropriateness of factor analysis is also determined using

Bartlett's Test which must be significant (p < 0.001). The present study returned

a significant value for the test and, thus, the sample adequacy of the data set

was established.

Table 4

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .900

Bartlett's Test of Sphericity Approx. Chi-Square 6381.822

df 1378

Sig. 0.000

Factor Extraction

The factor extraction was based on the Eigen values. Kaiser (1974)

recommended an eigen value of over 1, as a criterion for deciding the number

of underlying factors in a given dataset. Table 5 lists down the eigen values

associated with each factor before and after extraction, and after rotation.

Based on the eigen value criterion, 10 factors were extracted for the current

data set to be representing the underlying 53 items. The Table also lists down

the amount of variance explained by each factor extracted. The first factor

explains 39.734% of variance in the data. Total 71.92% variance is explained by

all ten factors.
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The loading of each item onto its associated factor is obtained based

on the Rotated Components Matrix. The highlighted values of the factor loadings

indicate the loading of each item onto its respective factor. A loading greater

than 0.4 was considered to be acceptable for an item to be loaded to its

respective factor. Each of the extracted factors along with the items loaded are

summarized in Table 6.

Thus, based on the exploratory factor analysis, a total of 10 factors

were obtained to be representing workplace motivation among employees of

higher educational institutions. While 10 factors were obtained based on the

rotated components matrix, the study relies on the following conditions to arrive

at the factors : (1) factor loadings greater than 0.4 or above, and (2) factors with

a minimum of 3 items loaded on to it (Kim, Atkinson & Yang, 1999; Yong &

Pearce, 2013). Since, one of the factors had only 2 items loading (E 25 and E 26),

with a factor loading greater than 0.4, the factor was dropped for further

consideration. Therefore, based on the criteria listed above the study identified

9 motivational factors to be highlighting workforce motivation among employees

of higher educational institutions. Table 6 lists down the items associated with

each factor, while also mentioning the eigen value, % variance explained and

Cronbach's Alpha for each factor obtained and factor mean.

DISCUSSION AND MANAGERIAL IMPLICATIONS

One of the objectives of the study was to identify and determine the

dimensions of work motivation of academic staff in HEIs. To establish an

academic staff motivation measurement model for higher education, this study

applied the hierarchy of needs theory of Maslow, Two-factor Theory of

Herzberg, ERG Theory of Alderfer and McClelland's Theory of needs. Table 7

shows the linkage between the motivation theories and constructs developed

in the study. Left part of Table explains various need theories discussed in

literature; and right part of the Table highlights the constructs used in the

study. Work motivation is defined as a dependent variable which depends on

various dimensions related to job and organization. Importance ranking of

each motivation dimension is also given in Table 7 on the basis of factor

mean.

Exploratory Factor Analysis explored ten dimensions of work motivation

for academic staff at Higher Education Institutions, out of which nine factors

were retained. Factors explored in the study are discussed as following :
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Table 5

Total Variance Explained

Initial Eigenvalues Extraction Sums of Rotation Sums of

Squared Loadings Squared Loadings

Total % of Cumu- Total % of Cumu- Total % of Cumu-

Variance lative Variance lative Variance lative

% % %

21.059 39.734 39.734 21.05 39.73 39.734 6.661 12.569 12.569

3.613 6.818 46.552 3.613 6.818 46.552 6.474 12.216 24.785

2.587 4.882 51.434 2.587 4.882 51.434 4.712 8.891 33.675

2.391 4.511 55.945 2.391 4.511 55.945 3.976 7.502 41.177

1.887 3.560 59.505 1.887 3.560 59.505 3.672 6.929 48.106

1.519 2.866 62.371 1.519 2.866 62.371 3.037 5.730 53.836

1.419 2.678 65.049 1.419 2.678 65.049 2.627 4.956 58.792

1.353 2.553 67.601 1.353 2.553 67.601 2.452 4.627 63.419

1.199 2.263 69.864 1.199 2.263 69.864 2.323 4.382 67.801

1.090 2.056 71.920 1.090 2.056 71.920 2.183 4.119 71.920

1.000 1.886 73.806

.943 1.779 75.585

.838 1.580 77.165

.807 1.522 78.687

.700 1.321 80.008

.685 1.292 81.300

.646 1.219 82.519

.584 1.102 83.621

.573 1.081 84.702

.542 1.022 85.725

.506 .955 86.680

.485 .915 87.595

.446 .842 88.437

.438 .826 89.263

.420 .792 90.055

Rachna Bansal Jora et al. / Indian Management Studies Journal 23 (2019) 111-138126



.392 .739 90.793

.374 .705 91.499

.353 .665 92.164

.312 .590 92.754

.295 .557 93.311

.278 .524 93.835

.264 .498 94.333

.251 .474 94.807

.244 .460 95.267

.218 .411 95.678

.211 .398 96.075

.200 .377 96.452

.189 .356 96.809

.172 .324 97.133

.170 .320 97.453

.156 .295 97.748

.146 .275 98.023

.143 .269 98.292

.133 .251 98.543

.122 .231 98.774

.115 .216 98.990

.105 .198 99.188

.096 .182 99.370

.080 .151 99.521

.077 .145 99.666

.071 .135 99.801

.067 .127 99.927

.038 .073 100.00
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Table 6

Measurement of Items, Total Variance, EFA and Cronbach's ααααα

Item Item Factor Eigen- % Ex- ααααα Factor

No. Loadings value plained Mean

Variance

Factor 1 : Research & Consultancy   21.06 39.734  0.94 5.852

E8 Support you get to carry out .781

Research Activities

E9 Encouragement you get to carry out .816

Research

E10 Financial support for Research .796

E11 Availability of research facilities (Access .735

to online resources like Emerald etc.)

E12 Recognition of Research Achievements .858

E13 Research Environment within the .823

Institute/University

E14 Consulting Opportunities .671

Factor 2 : Relations at Work 3.62 6.818  0.94 6.089

E31 Discipline Among Students during .460

Lecture/Class

E33 Healthy Student Faculty Interaction .453

and relations

E34 Healthy Professional Relationship .796

with Colleagues

E35 Healthy Professional Relationship .694

with Department Chair

E36 Healthy Professional Relations with .766

Supporting Staff / Admin Staff

E37 Sense of Friendship and Team Spirit .780

with Colleagues

E38 Guidance / Support by Superiors .764

(Overall Competence of Superiors)

E39 Influential Leadership in Organization .792

E40 Opportunity to Participate in Decision

Making on Institute/University's .542

Policies and Practices

E41 Fair and equal treatment .533
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Factor 3 : Job Factors   2.58 4.882  0.9 6.188

E42 Adequate Policies for Leaves of Absence .581

E43 Appropriateness of Work Hours .721

(Work Timings, Weekly Offs etc.)

E44 Transparency in Organization's .676

Policies and Procedures

E45 Pay, Salary and Benefit Packages .713

E46 Pension and Security Benefit .716

(EPF, Gratuity, etc.)

E47 Job Security .727

Factor 4 : Academic Factors 2.39 4.511  0.87 6.273

E7 Acknowledgement and Recognition .588

from Students

E20 Teaching Your Own Interest Area .756

E21 Freedom to Determine what I teach .588

(Contents of the Course)

E22 Freedom to Determine How I teach .529

(Teaching Pedagogy)

E23 Adequate Teaching Load .576

E27 Enjoyment in Teaching .590

Factor 5: Growth and Development   1.88 3.560  0.89 6.080

E48 Resources and Support Provided

for Professional Activities like .563

Seminar, Conference, Workshop,

FDP, MDP etc. (e.g. Financial

Support and Leaves)

E49 Provision of Achievement Rewards

(e.g. One-time Monetary Reward, .680

Incentives)

E50 Provision of Fair and Timely .702

Promotion Systems

E51 Opportunity for Advancement

(e.g. Possibility of Assuming .663

different Positions in the Profession)

E52 Teacher Evaluation (e.g. Appraisal of

Classroom Instruction by Evaluator) .543

E53 Periodic Appraisal (e.g. Annual .445

Performance Appraisal)
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Factor 6 : Working Conditions 1.52 2.866  0.84 5.893

E15 Facilities provided for Academic

Staff in the University (e.g. Admin .680

Support, Medical Facility, Canteen,

Sports Club etc.)

E16 Geographic Location of the .715

Institute/University

E17 Availability of Latest Teaching .611

Aids/Equipment

E19 Office and Work Space (Personal

Desktop, Printer, Cabin, etc.) .550

Factor 7 : Student Related Factors 1.42 2.678  0.85 6.097

E29 Quality of Students (Student's IQ .649

Level, Learning Ability etc.)

E30 Good Numerical Rating/Scores from .462

Student Evaluations

E32 Student's Participation in Class .496

E28 Your Student's Achievement and Success .441

E18* Availability of Well-equipped Library .423

Success

  Factor 8 : Profession's Status & 1.19 2.263  0.71 5.742

Teaching Recognition

E3 Your Academic Rank (Designation) .638

in the Organization

E4 Status of being an Academician in .553

My Family and Society

E5 Recognition of Teaching Achievements .695

E24* Adequate No. of Students in the Class .451

  Factor 9 : Organization's Reputation 1.09 2.056  0.67 6.064

and Work Appreciation

E1 Institution/University's Reputation .564

and Image

E2 Reputation of the Department/ .715

Discipline

E6 Appreciation for a Job Well Done .587

# Items with * are eliminated

Rachna Bansal Jora et al. / Indian Management Studies Journal 23 (2019) 111-138130



Factor 1 - Research & Consultancy

Seven items loaded on Factor 1 with factor loading of minimum .671 and

maximum .858. Items included in this factor are support received for research

activities, encouragement received to carry out research, financial support,

availabilities of research facilities, recognition of research achievements, research

environment within the institute, and consulting opportunities. Most items loaded

on this factor are concerned with research and consultancy opportunities, thus

Factor 1 is referred to as research and consultancy. This factor explained maximum

variance of factor analysis.

Factor 2 - Relations at Work

This factor is concerned with relations of academic staff with

students, colleagues, department chair, and supporting staff. Discipline among

students, team spirit, guidance from seniors, opportunity to participate,

Influential leadership, and fair treatment are also important items loaded

on this factor. Total 10 items loaded on factor 2 with loadings ranging

between .453 to .796.

Factor 3 - Job Factors

Third factor is named as 'Job-related factors', since it includes items

related to a job such as job security, leave policy, work hours, transparent

policies and procedures, pay & benefits, and pension & security benefits.

6 items loaded on factor 3 with loading range of .581-.727. These job-related

items are an important consideration for faculty at higher education, since it is

the second most important factor of motivation for faculty with a factor mean of

6.18. An effective and fair compensation policy can ensure competitive advantage

to any organization, and it can influence the motivation and turnover intentions

of employees (Mishra, Jain & Sood, 2013).

Factor 4 - Academic Factors

'Academic factors' is the most important factor among faculty members

of higher education with the factor mean of 6.273. Items clubbed with this factor

are acknowledgement and recognition by students, teaching your own interest

area, freedom to determine what I teach and how I teach, adequate teaching

load, enjoyment in teaching. Total 6 items loaded on this factor with a minimum

loading of .529 and maximum .590.

Factor 5 - Growth & Development

Factor 5 includes items which are considered important for the growth
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and development of faculty in a higher education institute, hence named as

growth and development. Items loaded on the factor are resources & support

provided for professional activities, provision of achievement reward, fair and

timely promotion system, advancement opportunities, teacher evaluation, periodic

appraisal. 9 items with loading between .445 to .702 loaded on this factor.

Factor 6 - Working Conditions

Facilities provided to the academic staff, geographical location of the

institute, availability of teaching aids, office and work space are the items

concerning working conditions of an organization. Minimum loading of an item

on this factor is .550 and maximum is .715.

Factor 7 - Student-related Factors

Third most important factor for a faculty in higher education is the

student body. Quality of students, good ratings from the students, students'

participation in the class and their achievement and success is a great source of

motivation for faculty. Item no. 18 (availability of well-equipped library) is

eliminated from this factor because it does not appear to make a meaningful and

useful contribution to the underlying factor and nature of this item is not

consistent with other items of the factor. Factor loading on this factor is

minimum .441 and maximum .649.

Factor 8 - Profession's Status & Teaching Recognition

Least important factor for faculty motivation is profession's status and

recognition and the items under this factor are academic rank, status of being

an academician in the family and society, and recognition of teaching

achievements with factor loading of .638, .553 and .695 respectively. Item no.

24 (adequate no. of students in the class) is eliminated from this factor because

it does not appear to make a meaningful and useful contribution to the underlying

factor and nature of this item is not consistent with other items of the factor.

Factor 9 - Organization's Reputation and Work Appreciation

Last factor identified in this study is labelled as Organization's reputation

and appreciation and the associated items are Institution/University’s Reputation

and Image, Reputation of the Department/Discipline and Appreciation for a job

well done, with factor loading of .564, .715 and .587 respectively.

Out of 53 items presented, respondents claimed that the top three items

of motivation for them are 'Teaching their own interest area', 'Acknowledgement

and recognition from students' and 'Enjoyment in teaching'. Most important factor

Rachna Bansal Jora et al. / Indian Management Studies Journal 23 (2019) 111-138 133



extracted through factor analysis is Factor no. 4 - 'Academic Factors', with the

highest factor mean of 6.273. This factor includes all three top-rated items

selected by the respondents.

Results show that, for academic staff at higher education intrinsic

factors and higher order needs are most important motivators, which is

consistent with other research held in this domain (Bishay, 1996; Wilkesmann

& Schmid, 2014). Second most important factor identified for faculty is job-

related factors which entails the issues-related to pay, salary, pension, job

security, work hours, leave policy and other organizational policies. Since

India is still not a developed country, people put great importance to

physiological and security needs. Policy makers in higher education should

pay considerable attention to these factors. Students are at the core of

teaching profession and hence, third most important motivating factor

identified for faculty is students. Students and the recognition from them

keeps faculty moving and motivates them to do better. Results of the study

show relations at work are kept over and above growth and development

opportunities, by the faculty. As per the factor mean, research and

consultancy is not of great importance for academic staff of higher education

in India and may be lack of research interest is one of the reason why India

has little contribution in research and consultancy, in comparison to USA

and China (Reddy, Xie and Tang, 2016). Status of the profession is least

important motivating factor for faculty with a mean score of 5.742. Status of

profession may be a reason for people to join this profession but study

reveals that it is not an important reason for their work motivation.

Organizations should be conscious about their brand image and reputation

because results of the study show that organization's status holds greater

importance for faculty than the status of profession. Organizations should

provide the academic freedom to faculty, since freedom to determine the

content and pedagogy is identified as a motivating factor for faculty. Faculty

should not be overburdened as adequate teaching load is another important

consideration identified by faculty.

CONCLUSION

Organizations are largely concerned about the job satisfaction of an

employee. Several studies have shown that satisfied employees are not

necessarily the performing employees. Job satisfaction can lead to job
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performance only if motivational aspects are provided (Ehrlich, 2006). There

are very few instruments which enquire how employees see the motivational

aspect of their job and workplace.  This study is an attempt to develop a tool

which can study the motivational aspect of the academic staff at workplace in

context of higher education. Identification of such factors will enable

educationists and administrators to design an effective system for academic

staff's work motivation. Based on the empirical analysis, the study arrives at a

set of factors best describing the factors that lead to a motivated and dedicated

faculty for a HEI. In this study; academic factors, job factors, student-related

factors, relations at work, growth and development, organization's reputation

and work appreciation, working conditions, research and consultancy and

profession's status & teaching recognition are identified as most important

factors of motivation for academic staff of Higher Education Institutions in

India.

LIMITATION OF THE STUDY AND SUGGESTIONS FOR FUTURE

RESEARCH

Current study focused on only need theories of motivation which

attempts at answering what aspect of motivation, whereas understanding why

and how aspect of motivation is also crucial. Hence, future research should be

based on other theories of motivation. The instrument used in this study is

subject to testing of validity including predictive, divergent and convergent

validity. Exploratory Factor Analysis is conducted in the study, it is suggested

further to perform Confirmatory Factor Analysis on the items used in this study

in order to validate the instrument. Data set was limited and collected only from

the national capital region of India. It is suggested to perform this study with

more and larger data sets across different regions. Incorporating above

suggestion may result into a more valid instrument, with better results and better

generalization of the current study.
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INTRODUCTION

Over the past two decades, higher education across the world is

witnessing transformation. Increased competition, student mobility, reduced

government funding, stakeholder expectations, access to information and

services – are to name just a few. All this is leading to a rethinking and is

redefining the way universities need to function and perform. Accountability

and transparency is the focus and reporting requirements & MIS are getting

stringent. All these taken together call for new governance and innovative model,

those higher education institutions must adopt, for their survival and growth.

Universities are now being considered as institutions that are

increasingly and actively partnering with external firms/organizations for

commercial activities and do not operate as separate islands of knowledge (Zhang

et al., 2016). They are, thus, collaborating with industry in varied forms like

contract research, university spin-offs, licensing and providing consultancy

services. Innovation, as a matter of fact is not an outcome of a singular source.

Whether it is formulation of a new policy document by the government, creation

of new knowledge in universities or a new product development in industry,

several actors and institutions need to collaborate and network with one another.

This concept requires universities to take a proactive role, together with industry



and government and developing a strategy that focusing on creating

an environment of innovation and creativity (Leydesdorff, Etzkowitz &

Kushnir, 2015).

At the heart of the any entrepreneurial university is the faculty.

Academic entrepreneurs comprise faculty and researchers who seek

opportunities to convert academic knowledge into practical knowledge and

reach out for solutions for the development of technologies and novel social

practices. They can, thus, be regarded as agents of institutional change who

have a strategic and a far reaching role to play in pursuance to the third

mission of the University (Martin, 2012).

In context of India, as per the Annual Report of The Office of the

Controller General of Patents, Designs, Trademark and Geographical Indications,

Government of India during the year 2015-16, a total of 46,904 applications (13066

by Indians and 88383 by foreign applications) for patents were filed out of

which 6326 were finally granted patents. However, if we critically look into the

applications filed from Indian universities and institutions, the total applications

filed is less than 900 with Indian Institute of Technology (IIT) filing

approximately 391 applications. Among the top 10 institutes, none of them include

any state university. Of the total applications filed, only 23 applications have

been filed from the state of Jammu & Kashmir during 2015-16. This statistics can

be taken as an indicator, which reflects that academic entrepreneurial activities

undertaken in state level universities is still low.

Extant research on academic entrepreneurship has been conducted in

US, UK and other European countries. Even the latest work by Hayter, Nelson,

Zayed, & O'Connor (2018) on academic entrepreneurship observed that during

the period 2000 – 2017, research on academic entrepreneurship is primarily

conducted in US, UK and other European countries with lack of representation

from Asia, Africa, the Middle East and South America. An extensive literature

review indicates that only few studies have been conducted in the Indian context

(Baporikar, 2016; Bhowmick & Ghosh, 2015; Sharma, 2017; Sharma, 2015) but

they have viewed academic entrepreneurship from the perspective of students

taking up entrepreneurial initiatives and have not included the academic

entrepreneurial intentions of the faculty members. To fill this gap in literature,

this study makes the attempt to study academic entrepreneurship intention of

faculty members working in the Indian State universities. The significance of

this study is, therefore, twofold. First, it seeks to fill a void in the literature.

Second, this study hopes to expand our understanding of nature of academic

entrepreneurship prevalent in the select universities and gain insight into the
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antecedents of academic entrepreneurial intentions. This study is also one of

the unique research work to examine the phenomenon of academic

entrepreneurship in the state of Jammu & Kashmir (India).

LITERATURE REVIEW

Entrepreneurial Universities

In a knowledge driven society, the role of universities is witnessing a

cultural transformation. An entrepreneurial university focuses on teaching,

research and service for the society. According to Etzkowitz & Leydesdorff (2000)

the institutional arrangement of university-industry-government relations drives

the innovation process in any country. They propose a Triple Helix Model of

Innovation, where the innovation system is complex yet dynamic and is apparent

at the organization, local, regional, national and international level leading to

emergence of entrepreneurial university. The model proposes that the industry is

the centre of production, government acts a facilitator between the university

and industry and university is a supplier of innovation, knowledge and

technology (Etzkowitz, 2002). According to Etzkowitz, Webster, Gebhardt & Terra

(2000, p. 313), an entrepreneurial university encompasses "a third-mission of

economic development in addition to research and teaching, though the precise

shape this takes might vary such that different scenarios of academic

development can be projected."

According to Burykhina (2009), Triple Helix model is based on an

assumption that university has a major role in producing innovative products or

services; promotes interaction and strategic alliance between the three

independent areas of society i.e the university, industry and government and

finally the outcome of this trilateral relationship is the growing innovation in the

society. Earlier Etzkowitz (2003) proposed that an entrepreneurial university

includes the following developmental mechanisms - Internal Transformation,

Trans-institutional impact, Interface processes and Recursive effects. According

to Röpke (1998), entrepreneurial universities can be interpreted in three ways :

(a) the university/higher institutions becoming entrepreneurial, (b) university

employees or students establishing themselves as entrepreneurs, (c) or

engagement of universities with industries. Entrepreneurial universities have the

potential to innovate, discover, identify and create opportunities. They have the

ability to take risks and face all the challenges ahead (Kirby, 2000).

Commercialization and Commoditization of research outcomes are the two main

aspects of an entrepreneurial university (Jacob, Lundqvist and Hellsmark, 2003).
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Recently Etzkowitz (2016) argue that a facilitative legal framework is not a

sufficient condition for creating an entrepreneurial university. Etzkowitz (2016)

propose a Global Entrepreneurial University Metrics (GEUM) initiative that

enables a university to raise their performance on all three mission areas i.e.

education, research and innovation. In the GEUM White paper developed, they

have classified the indicators into four analytical categories namely – inputs

(people, resources, knowledge, university policies, education and development

opportunities), throughputs (activities, capabilities etc.), outputs (publications,

patents etc.) and outcomes (strategic positioning, rankings, reputation etc.).

According to OECD framework for Entrepreneurial Universities (2012),

there are seven areas on which the universities should assess themselves, which

are (a) Leadership and Governance (b) Organizational Capacity, People and

Incentives (c) Entrepreneurship development in teaching and learning (d)

Pathways for entrepreneurs (e) University – business / external relationships for

knowledge exchange (f) Entrepreneurial University as an internationalized

institution (g) Measuring the impact of the Entrepreneurial University

Academic Entrepreneurship

With the increasing expectations from the universities, academic faculty

across the world is expected to engage in entrepreneurial endeavours. (Davey,

Rossano and van der Sijde, 2016). Universities are expected to collaborate with

industries and undertake joint research projects which ultimately usher new

innovation contributing towards the economic growth and competitiveness of

the nations (Laukkanen, 2003). Rothaermel, Agung and Jiang (2007) while

synthesizing the findings of 173 research papers on university entrepreneurship

observed that an entrepreneurial university through its academic faculty and

scholars engages into several activities including existence of a formal program,

research support from industry, licensing, research joint ventures, existence of

incubators and science parks. The engagement of academic faculty is various

entrepreneurial behaviour has been conceptualized as academic entrepreneurship

(Mars and Rios-Aguilar, 2010).

Academic entrepreneurship may be defined as "the involvement of

academic scientists and organizations in commercially relevant activities in

different forms, including industry-university collaborations, university-based

venture funds, university-based incubator firms, start-ups by academics, and

double appointments of faculty members in firms and academic departments"

(Pilegaard et al., 2010). The narrow perspective of academic entrepreneurship

lays emphasis on commercialization of university – generated knowledge through
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spin-offs (Shane, 2004) and academic start-ups (Etzkowitz et al. 2001; Davey,

Rossano and van der Sijde, 2016). The contemporary perspective on academic

entrepreneurship takes a much broader view which focuses on dynamism and

heterogeneity of academics and lays emphasis on any form of innovation and

entrepreneurial initiative in teaching and research (Etzkowitz and Leydesdorff,

2000). Klofsten and Jones-Evans (2000) and Siegel and Wright (2015) focus on a

broader perspective of academic entrepreneurship which moves beyond academic

faculty and consider students and alumni as important stakeholders in promoting

entrepreneurial culture within the university set-up (Siegel and Wright, 2015).

Efforts of academic institutions to create potential economic benefits besides

teaching and research, and an objective of becoming an entrepreneurial university

is regarded as academic entrepreneurship (Ozgul and Kunday, 2015). Overall,

academic entrepreneurship is a process which essentially encompasses creation

of a culture of innovation and instils a spirit of entrepreneurship which facilitates

and contributes towards creating value in the society (Meyers and Pruthi, 2011).

In this paper, we focus on a broader perspective of academic entrepreneurship

keeping in view the study context where state universities are yet in the nascent

stage of becoming entrepreneurial universities.

Academic Entrepreneurs

Academic entrepreneurs may be defined as those higher education

actors who are involved in activities that lead to creation of economic resources

for themselves and their institutions as well as contribute in creating a platform

which has social relevance. They have the potential to identify opportunities

that exist both within and outside the organization and they carefully draw out

strategies to minimize risks attached with these opportunities (Keh et al., 2002).

A researcher when mobilizes his or her academic knowledge in developing

innovative products or services is often regarded as an academic entrepreneur

(Fontes, 2005). Academic entrepreneurs derive dual benefits from their research

by both its commercialization as well as its utilization for further academic and

research pursuits (Lacetera, 2009). D'este and Perkmann (2011) in their work

identify the motivational drivers underpinning the various forms of engagement

with the industry in context of an entrepreneurial university. Since, engaging

with the industry is a discretionary behaviour, there has to be underlying

motivational drivers encouraging academic faculty to engage with the industry.

There are two schools of thoughts as to why faculty engage with the industry.

The first school of thought believe that academics collaborate with the industry

to commercialize their research, whereas the second school of thought believes
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that academics collaborate with the industry to support their research. Based on

empirical work in UK, D'este and Perkmann (2011) observed that the motivational

factor can be classified under four broad categories (a) Commercialization

(b) Learning (c) Access to in-kind resources and (d) Access to funding. Of the

above four motivation, their research observed that commercialization motive is

least among the four motivations indicating that motivation for academic

entrepreneurship is to further their own research.

Goethner, Obschonka, Silbereisen & Cantner (2012) obseverd that

economic factors (i.e. human capital, social capital, expected benefits) and

psychological factors (entrepreneurial attitudes, norms and control perceptions)

directly influence academics intention to engage in entrepreneurial behaviour.

Similarly, Miranda, Chamorro-Mera & Rubio (2017) found that entrepreneurial

attitude, creativity, perceived utility and entrepreneurial experience have a

significant influence on academic entrepreneurship. Earlier Goethner, Obschonka,

Silbereisen & Cantner (2009) found that personal characteristics (i.e., personal

attitudes toward research commercialization, entrepreneurial control-beliefs,

entrepreneurial self-identity, and prior entrepreneurial experience) have a

significant influence on academic faculty intention to engage in entrepreneurial

behaviour. Recently Moutinho, Au-Yong-Oliveira, Coelho & Manso (2016) explore

a number of determinants of academic entrepreneurship and observed that

entrepreneurial culture, access to university infrastructure, TTO effectiveness,

social capital, novelty of research outcomes, cooperation with companies,

technology commercialization, support to research outcomes, support to spin

offs influence faculty intention to engage in entrepreneurial behaviour.

Recently Hayter, Nelson, Zayed and O'Connor (2018), while

conceptualizing academic entrepreneurship eco-system and doing a detailed

analysis of research papers on this subject, classified the determinants under

eight categories namely (a) Characteristics of Academic Entrepreneurs (b) Human

Capital (c) Social Networks (d) Entrepreneurial Environment (e) Financial

Resources (f) Scientific, Technical and Product Characteristics (g) Academic

Entrepreneurship Programmes and (h) University Management and Policies

Academic Entrepreneurship Intentions - Theoretical Framework

Cognitive theorists (Ajzen 1991) have demonstrated the importance that

intentional elements, such as expectation, attitude, and belief, have on

behavioural outcomes. A large body of research validates intention as a precursor

of entrepreneurial behaviour. Thompson (2009) defines entrepreneurial intention

as a strong belief, disposition and commitment towards creating a new firm or
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adding value addition to a new firm. Bird (1998) defines entrepreneurial intentions

as a mindful state that orients an individual towards entrepreneurial activities

and that entrepreneurial intention is the most important pre-requisite of

entrepreneurial action (Kolvereid & Isaken, 2006; Krueger & Carsrud, 1993;

Lee et al., 2011).

Extant research has used various theoretical frameworks to study

entrepreneurial intentions. In this study, we used Theory of Planned Behaviour

which is a social cognitive theory used to understand human intention and

action. According to this theory, people might have the intention to perform

certain behaviour but might not have the required resources or opportunities.

The ability or self efficacy to engage in the desired behaviour is regarded as

Perceived Behavioural Control. In this theory (Ajzen, 1991) assumed that

behaviour can be better predicted when individual's intention is combined with

the perceived behaviour control. In context of entrepreneurship, Krueger and

Carsrud (1993) first applied theory of planned behaviour arguing that any

entrepreneurial activity represented a planned or intentional behaviour and

therefore intention based behavioural model is best when it comes to

understanding entrepreneurial behaviour. Engle et al. (2010) applied theory of

planned behaviour to predict entrepreneurial intent in12 countries representing

all ten of the global clusters as identified in the GLOBE project. Their finding

was that theory of planned behaviour successfully predicts entrepreneurial

intention in all the countries. This finding has been recently supported by Lortie

& Castogiovanni (2015) wherein they argue that theory of planned behaviour

has made a considerable contribution to the entrepreneurship literature.

Extant research in the domain of entrepreneurship has applied theory of

planned behaviour across various contexts including family business

entrepreneurship (Carr and Sequeira 2007), entrepreneurial career option

(Gorgievski, Stephan, Laguna and Moriano, 2018), social entrepreneurship

intention (Nga & Shamuganathan, 2010) and academic entrepreneurship intention

(Goethner et al., 2012; Guerrero & Urbano, 2014; Miranda, Chamorro-Mera &

Rubio, 2017).

According to the Theory of Planned Behaviour, the three cognitive

antecedents that predict intentions are (a) attitude towards the behaviour (b) the

subjective norms and (c) perceived behaviour control. Ajzen (1991) described

attitude that one holds towards a behaviour as, "the degree to which a person

has a favourable or unfavourable evaluation or appraisal of the behaviour in

question." It is assumed that individuals attitude towards the act is favourable

only if his / her perception about the resulting consequences is positive. The
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more favourable an individual's expectations about the consequences of the

behaviour, the greater would be intentions to engage in the given behaviour

(Shapero and Sokol, 1982; Krueger et al., 2000; van Gelderen and Jansen, 2006;

Pruett et al., 2009). In context of academic entrepreneurship, existing literature

established that academicians/scientists were found to be more inclined towards

academic entrepreneurship and subsequently, devoted more time and energies

towards entrepreneurial activities, only if they perceived the resulting output to

be more favourable and beneficial, professionally and commercially (Gulbrandsen,

2005; Owen-Smith & Powell, 2001). Based on this we hypothesize

H1 : Behavioural Attitude will have positive significant relationship

with Academic Entrepreneurial Intentions

Subjective norms can be referred to as "the perceived social influence

from the important referents (family, friends and colleagues etc.) to engage in a

specific behaviour" (Ajzen, 1991; 2001). If the person thinks that the given

behaviour shall be accepted by his/her peer group then the person is more likely

to form intentions to engage in a given behaviour (Ajzen, 1991). Existing literature

in academic entrepreneurship has also discussed about the important role of

social environment in influencing academicians' intentions to engage in

entrepreneurial behaviour (Goethner et al., 2012; Huyghe and Knockaert, 2015;

Obschonka et al., 2012; Obschonka et al., 2015; Rasmussen, Mosey, & Wright,

2014). It is believed that a person's decision to engage in entrepreneurial activity

is largely conditioned by the societal pressure and the past initiatives of other

academicians to start their own ventures enables other people to believe that

engaging in entrepreneurship is socially acceptable, which further leads to

increased entrepreneurial intentions (Obschonka et al., 2012).

H2 : Subjective Norm will have positive significant relationship with

Academic Entrepreneurial Intentions

Perceived Behavioural Control refers to "individuals' perceived

confidence in themselves to perform a specific behaviour" (Ajzen, 1991).

Perceived Control Behaviour is influenced by the situational factors like

availability of resources, opportunities. and internal factors like inner capabilities

or knowledge to perform the given behaviour. A high perceived behavioural

control determines behavioural intentions and the implementation of the

behaviour (Ajzen, 1991; Armitage & Conner, 2001). In the entrepreneurship

literature, this construct is closely associated with the concept of entrepreneurial

self- efficacy construct, and some past studies have also used entrepreneurial
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self-efficacy instead of PBC to examine entrepreneurial intentions (Schlaegel

et al., 2013; Van Gelderen et al., 2008). Existing work on academic

entrepreneurship by Obschonka et al. (2012) and Goethner et al. (2012) empirically

validated the positive influence of perceived behavioural control in predicting

the entrepreneurial intentions. Based on this we posit

H3 : Perceived Behavioural Control will have positive significant

relationship with Academic Entrepreneurial Intentions

Barriers to Academic Entrepreneurship

Balancing between the actual academic roles and entrepreneurial

activities is a great challenge for any academician (Jones-Evans 1997). While

academicians believe to have numerous advantages (like academic

acknowledgement, financial rewards and benefits, status and prestige etc) of

engaging in entrepreneurial behaviour, but, the engagement in such activities

is not realized without hindrances and obstacles. Inadequate entrepreneurial

knowledge and skills among the academicians (Laukkanen 2003), and

ineffective reward system which does not support academic entrepreneurship

(Jones-Evans 1997), has been identified to impede the potential advantages

of academic entrepreneurship. Further, different researches have attempted to

understand the various constraints and obstacles hindering the process of

academic entrepreneurship. Researchers have also considered inefficient

management of knowledge assets as inhibitor or constraint of technology

transfer (Siegel & Waldman, 2003). Lack of experience, knowledge and skills

of the technology transfer offices could lead to ineffectiveness of these

processes and further may cause improper use of knowledge assets

(Ndonzuau, Pirnay & Surlemont, 2002).

According to Goldfarb & Henrekson (2003), the barriers to academic

entrepreneurship can be classified under three broad categories (a) Individual

Level Barriers – This pertains to the factors that specific to the academic faculty.

This may include individual personality, lack of risk taking capability, lack of

opportunity recognition, lack of business ideas. (b) Institutional Level Barriers –

This pertains to lack of entrepreneurial drive within the university setup. Various

factors can act as barrier to promotion of academic entrepreneurship including

lack of entrepreneurial drive among stakeholders, lack of reward mechanism, low

level of industry experience, limited market knowledge, no contacts in the

industry, lack of university policy and (c) Environmental Level Barriers - This

corresponds to the overall entrepreneurial ecosystem wherein the university
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exists. Various factors that can be covered under this include lack of pre-seed

capital, difficulties in access to credit / financing, taxation procedures, economy

status, socio-cultural factors, difficulty to introduce new products in the market.

Similar classification is provided by Farsi, Modarresi & Zarea (2011) while

studying obstacles of academic entrepreneurship in University at Tehran. Based

on the existing research we hypothesize.

H4 : Individual Level Barriers negatively influence Academic

Entrepreneurial Intentions

H5 : Institutional Level Barriers negatively influence Academic

Entrepreneurial Intentions

H6 : Environmental Level Barriers negatively influence Academic

Entrepreneurial Intentions

RESEARCH METHODOLOGY

As the principal research objective of the present study is to assess

the faculty member academic entrepreneurial intentions and its relationship to

individual level determinants, i.e., behavioural attitude, subjective norm and

perceived behavioural control; and also the role of individual, institutional and

environmental level barriers, this study is adopts the quantitative approach of

testing the hypothesis. Quantitative research methods are considered as

appropriate technique to measure the intentions, attitudes, behaviour and explore

the associations with other factors or different groups (Avey et al., 2009;

Gogolin & Swartz, 1992).

The scope of this research extends to the following select universities,

(encompassing all the faculties and departments) in the state of Jammu &

Kashmir (a) The University of Jammu, Jammu (b) University of Kashmir, Kashmir

(c) Shri Mata Vaishno Devi University, Katra and (d) Baba Ghulam Shah Badshah

University, Rajouri. All these universities are distinct in their own ways in terms

of their evolution, nature, course offerings, and geographical locations, sources

of funding and with a unique 'locale' effect in terms of socio-ethnic composition.

Study of academic entrepreneurship within these universities shall, therefore,

provide a comprehensive and holistic understanding of the phenomenon of

academic entrepreneurial intentions.

The list of permanently faculty members appointed in the four

Universities were procured from the Teaching Wing / Website of the respective

Universities. The information on the designation, discipline, email address of all
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the faculty members was complied. The total list included 248 faculty members

of University of Jammu, 424 faculty members of university of Kashmir, 124 faculty

members of Shri Mata Vaishno Devi University and 117 from Baba Ghulam Shah

Badshah University. This list was considered as the sampling frame for the study.

For our study, we received the completed questionnaires from a total of

409 respondents the final sample size out of a total sampling frame of 913

respondents indicating an average response rate of 44.79% which is fairly high

keeping in view the nature of study. In terms of institution, 137 responses

(55.25% response rate) were received from University of Jammu; 144 responses

(33.96% response rate) were received from University of Kashmir; 67 responses

(54.03% response rate) were received from Shri Mata Vaishno Devi University

and 61 responses (52.13% response rate) from Baba Ghulam Shah Badshah

University.

The questionnaire is divided into three sections. Section A collects

information related to demographic profile of the respondents which includes

age, gender, position, discipline, university and tenure. Section B includes items

corresponding to barriers of academic entrepreneurship. Individual level barriers

have been measured using four items; organizational level barriers have been

measured using five items and environmental barriers have been measured using

four items. All the items were measured on five point Likert scale with 1 as

Strongly Disagree and 5 and Strongly Agree. The last section C deals with the

constructs of Theory of Planned Behaviour including behavioural attitude,

perceived behavioural control, subjective norm and academic behavioural intents.

Behavioral attitude has been measured using three items; subjective norms using

three items; perceived behavioral control using three items and final academic

behavioral intentions using three items. All the items of the scale are measured

on a 5 point Likert scale with 1 as Strongly Disagree and 5 and Strongly Agree.

All the items were adopted from the existing research.

DATA ANALYSIS AND FINDINGS

The proposed research model was tested using the Partial least square

technique PLS-SEM, which was performed using SmartPLS 2.0 software PLS-

SEM has become a popular and well established technique which has been

recognized by various researchers in several fields including marketing and

strategic management (Hair et al., 2012). Its increased usage and popularity is

due to the technique's ability to handle complex models with several constructs

and calculating model parameters under conditions of non-normality. The data

analysis was done in two stages wherein the first stage included assessment of
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measurement model and the second stage included the development of full

structure equation model (Gerbing and Anderson 1988).

Through demographic profile of the respondents is presented below

in Table 1

Table 1

Respondent Profile

University of University of SMVDU BGBSU

Jammu (JU) Kashmir (KU)

Gender Male 65 110 53 48

Female 72 34 14 13

Assistant Professor 67 87 60 59

Associate Professor 17 18 5 2

Professor 53 39 2 0

Faculty Sciences 79 75 45 21

Non-Sciences 58 69 22 40

Total [409] 137 144 67 61

Total Faculty Strength 248 424 124 117

Sample as % of Population 55.25% 33.96% 54.03% 52.13%

Note : Total Faculty Strength as updated on 31st March 2018

Measurement Model

In the measurement model, the convergent and discriminant validity of

the constructs and reliability of all the multiple item scales were examined. We

have examined indicator reliability using factor loadings as mentioned below in

the Table 2 and all the values were above the minimum acceptable value of 0.70

(Fornell and Larcker 1981). Furthermore, Table 3 shows Average Variance

Explained (AVE), calculated by taking square root of the correlation between

constructs, for each item, which were above the minimum acceptable value of

0.50 (Fornell and Larcker 1981) The discriminant validity of the constructs can

be confirmed if the square root of AVE is greater than the correlation between

the constructs (Fornell and Larcker 1981). The values of AVE square root and

the correlation of the constructs are presented in Table 3 which suggests

satisfactory discriminant validity of the measurements. All the above results

supported the validity and reliability of the scales; hence these scales were
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Table 2

Measurement Items and Loadings

Behavioural Attitude (BA) Loading

BA1 - Commercialization of research within University is a good idea 0.764

BA2 - Undertaking applied research will help to build my reputation as 0.845

a researcher

BA3 - If I have an opportunity I will like to take my research to the 0.816

industry for the benefit of the society

Subjective Norm (SN)

SN1 - My peers and colleagues think that I should undertake applied research 0.714

SN2 - People in my professional network will appreciate my efforts of 0.863

collaborating with industry for research

SN3 - My scholars / students will put me in high regard because of 0.843

conducting applied research

Perceived Behavioural Control (PBC)

PBC1 - I have enough knowledge about the issues confronting the industry 0.857

PBC2 - I have enough expertise to undertake applied research 0.826

PBC3 - I have enough resources available with me to undertake applied 0.740

research

Academic Entrepreneurship Intention (BI)

BI1 - I will surely undertake industry oriented research 0.890

BI2 - I will collaborate with the industry professionals for joint work 0.853

BI3 - I will encourage people in my professional network to undertake 0.858

applied research

Individual Level Barriers (AEI)

AEI1 - I have limited understanding of the functioning of the industry 0.853

(related to my domain) and the issues that confront them

AEI2 - I do not have access to funds / facilities that can help me to 0.844

undertake applied research

AEI3 - I do not have understanding of the rules and procedures related to 0.701

intellectual property rights and filing of patents

Organizational Level Barriers (OB)

OB1 - There is no research strategy in our University 0.701
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OB2 - The bureaucratic procedures / inflexible management system does 0.788

not encourage faculty members to undertake applied research

OB3 - There are no incentives / rewards for the faculty members to 0.956

undertake industry oriented research

Environmental Level Barriers (EB)

EB1 - There is a communication gap between the local industry and our 0.739

university

EB2 - There exists a trust deficit among industry professionals about the 0.896

quality of research in our university

EB3 - The political and legal environment of our region does not encourage 0.872

collaboration with the industry

Table 3

Validity and Reliability

CR AVE Cronbach BA S N PBC IB OB EB AEI

Alpha

BA 0.948 0.894 0.954 0.809

AEI 0.925 0.749 0.786 0.49 0.867

EB 0.874 0.769 0.824 0.35 0.19 0.846

IB 0.847 0.786 0.798 0.09 -0.08 0.04 0.800

OI 0.875 0.748 0.847 -0.10 0.01 -0.26 -0.00 0.69

PBC 0.927 0.785 0.846 0.41 0.63 0.20 -0.17 0.14 0.808

SN 0.878 0.768 0.789 0.48 0.67 0.21 -0.19 -0.01 0.607 0.809

CR : Composite Reliability; AVE : Average Variance Explained; BA : Behavioural

Attitude; SN : Subjective Norm; PBC : Perceived Behavioural Control; IB : Individual

Level Barriers; OB : Organizational Level Barriers; EB : Environmental Level Barriers;

AEI : Academic Behavioural Intention.

further utilized to test the structural model. The reliability of the indicators was

also verified using Composite Reliability coefficient (Werts, Linn & Joreskog,

1974) and Cronbach Coefficient Alpha (Cronbach, 1970). The values of all

the coefficients are presented in Table 3. The values are above the threshold

value (0.70) as suggested by (Churchill, 1979).
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Structural Model

The structural model and the hypothesized relationships were tested by

using PLS analysis using SmartPLS 2.0 software.The explanatory power of the

model was determined by assessing the R2 values. Fig. 1 shows results of the

structural model. The results indicate that the model explains a variation of

55.66% in Academic Entrepreneurial Intentions were found as hypothesized

behavioural attitude (H1), subjective norm (H2) and perceived behavioural control

(H3) all positively affect the academic entrepreneurial intentions. Of these

subjective norm (β = 0.402, P < 0.05) has the highest effect, followed by

perceived behavioural control (β = 0.325, P < 0.05) and then the behavioural

attitude (β = 0.165, P < 0.05). Of the three barriers, individual barriers

(β = -0.065, P < 0.05) and environmental barriers (β = -0.030, P < 0.05)

have significant negative effect on academic entrepreneurial intention.

Organizational level barriers were not having any impact on academic

entrepreneurial intentions.

Table 4

Summary of Test Results for the Structural Model

Hypothesis Path Standardized P-Value Supported?

Path Coefficient

H1 BA – AEI 0.165 <0.05 Yes

H2 SN – AEI 0.402 <0.05 Yes

H3 PBC – AEI 0.325 <0.05 Yes

H4 IB – AEI -0.065 <0.05 Yes

H5 OB – AEI -0.009 >0.05 No

H6 EB - AEI -0.030 <0.05 Yes

CONCLUSION

This is one of the rare studies on academic entrepreneurial intentions

conducted in the Indian context. Our findings support that Theory of Planned

Behaviour can be applied to examine the academic entrepreneurial intentions.

Further, our study is unique in the sense that it also takes into account the

barriers to academic entrepreneurship in a single framework. The overall findings

suggest that subjective norm has the highest impact on the intentions to adopt

entrepreneurial route. This indicates that through the peer group, network of
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colleagues a faculty member could develop higher intentions to pursue

entrepreneurial activities. We propose that through academic networking events

like conference and workshop such an idea should be promoted. The next major

determinant is the perceived behavioural control, which indicates that if the self

efficacy or the expertise of the faculty members is enhanced, they will be more

keen to pursue academic entrepreneurial activities. The third determinant is the

attitude. We observed that attitude, too, plays a vital role in shaping academic

entrepreneurial intentions. Adequate effort should be made to build a positive

attitude towards academic entrepreneurship activities.

Our study also observed that individual and environmental barriers play

a negative role in academic entrepreneurial intentions. To overcome the barriers,

we recommend the following strategies. Leadership and Governance, at the

organizational level, are very important aspects of the university that have the

potential to influence all the other aspects of its functioning. It encompasses

leadership & management, strategies and mission, authorities and decision

making, values and norms. The support and commitment of the top management

is fundamental in determining the success of academic entrepreneurship,

especially in the academic environment. Entrepreneurial universities operate in

an environment of uncertainties and complexities that demand them to be flexible

in their functioning. We propose the following few strategies

l Incorporating Entrepreneurial Intent in the University Mission

Statement

l Incorporating entrepreneurial development in the research strategy

and policies of the University

l Representation of stakeholder groups in University Bodies

l Establishment of Formal Institutional structures

l Capacity Building of faculty members

l Promoting faculty mobility for Industry Internships

l Promoting Student Entrepreneurship

This study presented empirical evidence that contributes to knowledge

about academic entrepreneurship literature, but these research findings must be

interpreted within the limitations of this study. Due to constraint of time and

resources, the scope of the study was confined to only four universities of

Jammu and Kashmir which raises the issues of generalisability of the findings to

other higher educational institutions across the country. The proposed

measurement and structural models were tested at an aggregate level i.e. the

data collected from all the four universities was combined for analysis purpose.

This was because of small sample sizes within each university. This analysis
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might have its own limitations as there can be different causal relationships

across universities

Future studies can conduct similar work in universities across the length

and breadth of the country. Further, a comparative analysis can also be

undertaken between State Government funded, Central Government funded and

Private universities. Future research could replicate the principle features of this

study with a larger sample of different universities in different states, regions or

countries. Also, there are other constructs like organizational climate that can be

included in the future studies.
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Abstract

The focus of the present study is to determine whether asymmetric relationship

exists between real effective exchange rate and three measures of net FII's flows from

the period from January 2008 to May 2018 using monthly data. The NARDL approach

was followed in the study. The other control variables Nifty 50 and S&P 500 returns

and their volatility were also incorporated. The findings reveal that long-run cointegration

exist among the variables. Long-run asymmetric effect of exchange rate was present in

net debt flows model. While short-run asymmetry was found in net equity flows and

net flows model. In long-run, positive influence of positive and negative real effective

exchange rate return was found on all three FII measures. Nifty 50 returns and its

volatility impacted negatively the net equity and total flows in the long-run. S&P 500

returns had no significant impact on equity and debt flows in long-run. But in the

short-run, its negative influence was found on net debt flows and net total flows.

Volatility in Nifty 50 returns and S&P 500 returns can only negatively and positively

affect net debt flows. While volatility in S&P 500 negatively influence net equity flows.

Key Words

FII, Debt, Real Effective Exchange Rate, ARDL, Asymmetry, Stock Market

Returns.

INTRODUCTION

India observed a large influx of foreign investments since the aftermath



of Asian Crisis (Samal, 1997). Since then, FII flows into the economy were on

the rise. In the year 2010 and 2012, the influx of foreign capital was observed

where the level has reached to $18 bn (Dhingra, Gandhi, & Bulsara, 2016). The

recent data also reveals that India still attracts $11 bn net FII flows after a steep

rival from a record low of $11.31 bn in December 2016 post demonetization. India

has, with time, evolved as a most attractive nation in Asia after Japan. The

reasons pertain to the fact of good signs of growth rate, better policy

environment, higher yields in fixed securities and measures taken to stabilize

exchange rate volatility. Although inflation stays as a bottleneck against large

FII flows. In India, mainly the equity markets have witnessed steady flows of

FII's. The FII's holding in bond market is less than 5% of the stocks. The debt

market has a much larger potential in attracting the FII's. However the decision

of FIIs to invest in any country depends on push&pull factor(Rai &

Bhanumurthy, 2004). FIIs are primarily considered the reason for the Asian Crisis

due to the effect of capital flight on the economies and a series of currency

depreciation deteriorating the trade balances of nations. Thus, they are set to be

prime reason of destabilization in stock market. Also, they may cause "positive

feedback trading" i.e. they take impulse decisions on the basis of positive and

negative news about the stock market and fundamentals of the economy, wiping

away the money out of the economy within seconds which causes fluctuations

in exchange rate. Therefore, they are termed as "hot money". But they, on other

hand, broaden the base of stock market thereby creating liquidity and efficiency

in the equity market. They are considered as an attractive source of capital by

the government. Their presence further helps the domestic investors in creating

the diversification benefits and lowers the premium for risk. Therefore, the

presence of FIIs has been an area of concern for the policy makers, regulators,

researchers & academicians.

The present study reveals the factors that influence the FII flows in

India and the effect of real effective exchange rate on the net FII flows through

a non-linear ARDL model. The paper finds the research gap through literature

review in the next section. In section IV, the data and methodology adopted is

discussed. Section V presents the analysis and results. Conclusion and

implications are presented in the Section VI.

LITERATURE REVIEW

Some of the earlier piece of literature reveals that the destabilizing power

of FIIs was weak and significant evidence cannot be found in context with the

Korean stock market after the post-Asian financial crisis period like found by
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Choe, Kho, & Stulz (1998) and Yang (2017). While some studies found the factors

both endogenous and exogenous those were affecting the FII flows in India.

One such study was done by Chakrabarti (2001)who found that a substantial

association exists between BSE returns and flows of FIIs.

Following a regression model, the evidence was supporting the fact

that post the Asian Crisis event, flows of FIIs were majorly determined by BSE

returns. Other factors like credit ratings of the country, returns of US and World

market were insignificant in determining the FII flows. This highlighted that

asymmetry of information between home and host country participants were

absent. Mukherjee, Bose, and Coondoo (2002) supported that findings of

Chakrabarti (2001) that Indian market returns were dominantly causing

both inflows and outflows of foreign funds. Exchange rate returns could also

influence flows of FIIs. Srinivasan & Kalaivani (2015)have found significant

evidence of both positive feedback trading in the short-term period and negative

feedback trading in the long-term period from the period covering 2004; 01 to

2011; 11. Further, the exchange rate determines the flow of FII.

Other studies have focused on FII flows and the risk factor associated

with those flows. The study on Indian stock market returns and its volatility

was done by Rai & Bhanumurthy (2004). The study adopted TGARCH model,

for a monthly period ranging from 1994; 2001 to 2002. Positive influential factors

on FII flows were returns of BSE and inflation level of US. But negative factors

were volatility in BSE returns, volatility of S&P returns and Inflation level of

India. While Garg & Bodla (2015) have reported that due to opening of trading

by FIIs in the Indian stock market, BSE's daily returns were adversely affected.

But a positive effect has been seen on the volatility in daily returns post opening

of FIIs trading thus creating a stabilizing effect.

Further studies have studied the impact of Global Financial Crisis. Yaha,

Singh, and Rabanal (2017) though the event study approach in the period from

1999 to 2011 attempted to find existence of abnormal responsesin foreign equity

flows and in returns of stock market particularly during global shocks. The lack

of substantial evidence was associated with either of them during the global

shocks. Waqas, Hashmi, and Nazir (2015)based their study from 2000 to 2012 on

the effect of macroeconomic factors on investments by foreign portfolio

investors in four countries namely China, India, Pakistan and Sri Lanka. A

significant relation was found between volatility in FPIs' flows and economic

factors was found using GARCH model. Factors like low level of inflation,

positive rate of GDP growth, FDI flows, and depreciation of currency were linked

to lesser volatility in FPI's flows. Goh, Zam, and Sapian (2017) found that market
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returns and net foreign equity flows were negatively related for the period from

2009; 10 to 2015; 12. Unidirectional causality was found from market returns and

volatility in returns to net foreign equity flows. A shock in foreign equity flows

did not clearly affect market returns and its volatility thereof. But, the substantial

evidence was found for a shock in returns and volatility and its response over

equity flows.

Investor sentiment could also explain foreign equity flows and market

returns. One such study was conducted by French & Li (2017) on Thailand's

market. It was found that equity flows were substantially determined by both

the stock market and alternative investment market in Thailand. But sentiments

could only explain the equity market returns but not foreign equity flows.

Caporale, Menla Ali, and Spagnolo (2015) did an extensive study to

investigate the uncertainty of exchange rate on net foreign flow of bond and

equity of US with Australia, Japan, Euro Area, Canada and Sweden from 1998 to

2011. The dynamic association of mean and volatility of equity and bond flows

were studied using VAR-GARCH-BEKK model. The substantial negative impact

of fluctuations in exchange rate was found on net foreign equity flows in UK,

Euro Area and Sweden while a positive impact was vigilant in Australia.

Fluctuations in exchange rate were severely affecting bond flows in every country

except for Canada. Causality was found in both directions for Japan between

exchange rate fluctuations and net equity flows. Transmission was found from

net foreign equity flows to uncertainty of exchange rate in UK and Sweden.

Causality from Bond flows was observed effecting the exchange rate fluctuations

in case of Australia and Sweden but opposite happened in case of Canada. Rest

of the nations observed bidirectional causality. Further, Caporale, Menla Ali,

Spagnolo, and Spagnolo (2017) conducted their study mainly on the Asian

economies like Taiwan, Philippines, Indonesia, Pakistan, Thailand, India and

South Korea to find effect of volatility in exchange rate on foreign equity flows

in these nations through Markov Regime Switching GARCH model. It was found

that US was considered the safest investment destination when each of the 7

Asian nations in the study was facing a regime of high volatility except

Philippines.

Kim & Yi (2015)investigated whether the trading executed by foreign

and domestic Korean investors could strengthen information efficiency in the

prices of listed shares through improving the availability of information for 4508

chosen firms in the study over a period from 1998 to 2007. The results revealed

that as the trading intensity by investors both domestic and foreign developed,

the stock prices became less synchronized. Foreign traders could induce greater
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efficiency in equity market than domestic traders with their ability to improve

flow of information that gets reflected in stock prices. Thus, it was significantly

concluded that stock mispricing can effectively be reduced by the participation

of foreign traders and domestic traders in the short-run.

The set of studies on asymmetric effect of exchange rate is presented

as follows :

Bahmani-Oskooee & Saha (2018) found inconclusive evidence on the

trade balance and exchange rate relation using the Linear ARDL model. However,

conclusive uncentred relation was found between exchange rate and trade

balance of Singapore, Thailand, Malaysia and Korea in the short-run. While for

Indonesia, Japan and Korea uncentered responses were found in the long-run.

Further, Fariditavana (2015) has affirmed that exchange rate has asymmetric

relation on Chinese, Canadian, US and Japanese trade balance from 1973 to

2014. Chakraborty & Kakani (2016) unveiled that the foreign institutional

investors display an asymmetric behavior in context of higher volatility in stock

market which is conceived as bad news which further resulted in positive

feedback practice. Thus, high volatile regime created a significant impact on FIIs

than domestic investors. This study was done from 2000 to 2012 over Taiwan,

Vietnam, Korea and India. Liu, Bredin, Wang, and Yi (2014)have found that

domestic investors have greater homogeneity in their investment patterns over

foreign institutional investors in China over 2003-2009.

From the review of literature, it has been found that the study on

asymmetric exchange rate and foreign institutional flows is still left to be delved

into. The importance of bilateral exchange rate in determining flows of FIIs was

studied extensively. However, the inflation adjusted Real Effective Exchange Rate

has not been discussed much. Also, less work has been done to individually

look into the three aspects of net foreign institutional flows i.e. net equity flows,

net debt flows and net total flows.

RESEARCH METHODOLOGY

Research methodology is presented as follows :

Objectives

Thus, the study aims to find :

1. The existence of long-run cointegration among the three different

measures of FII flows and effective real exchange rate, Nifty 50

returns, Volatility in Nifty 50 returns, S&P 500 returns and volatility

in S&P 500 returns.
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2. Whether the real effective exchange rate movements have an

asymmetric impact over India's net FII flows (debt, equity or total

flows) while imposing control variables - the return & volatility of

Indian & US stock market respectively.

Data and the Variables

The secondary data using monthly frequency from 2008; 01 to 2018; 05

has been employed in the study. The last day of each month has been

considered. This period traces the effect of Global Financial Crisis as during the

period, volatility in exchange rate was substantial and effecting foreign flow of

capital into the economy (Prakash, 2012). The Table 1 lists the variables employed

and the sources & symbols in the study.

Table 1

List of Variables

Variables Source Symbol

Net Foreign Institutional Investments www.cdslindia.com NF

Net Foreign Equity Investments www.cdslindia.com NEF

Net Foreign Debt Investments www.cdslindia.com NDF

Real Effective Exchange Rate Index Returns fred.stlouisfed.org. REER

S&P 500 Returns Yahoofinance.com SR

Nifty 50 Returns www.nseindia.com NR

Volatility in S&P 500 Returns Calculated* SV

Volatility in Nifty 50 Returns Calculated* NV

* Standard Deviation of log of 10 days series of monthly returns

Since the study pertains to the period of Global Financial Crisis, Euro

Zone Debt Crisis, episodes of volatility in exchange rate, linear regression cannot

clearly provide insight as compared to non-linear regression model. Thus,

we employed NARDL model as given by (Shin, Yu, and Greenwood-nimmo, 2014).

Though this we attempt to study whether the asymmetric affect of effective

real exchange rate is present on the net foreign institutional investment flows.

It is necessary to check the integration order of each variables under study

as NARDL cannot be applied if any of the variables are I (2) order. So, we

adopted ADF test with structural break as proposed by(Vogelsang, Timothy

J. and Perron, 1998).
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It was confirmed that variables are integrated in combination of I(0) or I

(1) and the sample size is small, due to which NARDL will be an apt measure for

cointegration.

As proposed by Shin et al., 2014, one exogenous variable can be

decomposed into partial sums of positive and negative changes so as to measure

asymmetric effect of that variable on dependent one.

( )
t t

i i i

i=1 i=1

REERP  = REERP  = max REER ,0     (1)∆ ∆  

and, ( )
t t

i i i

i=1 i=1

REERN  = REERN  = min REER ,0    (2)∆ ∆  

The model can be expressed as :

–

01 11 t–1 21 t–1 21 t–1∆NEF = C  + NEF  + REERP  + REERN+θ θ θ +

         

31 t–1 41 t–1 51 t–1 61 t–1NR  + SR  + NV  + SVθ θ θ θ +
( )

1 1
–

p1 t–p q1 t–q q1 t–q

p=1 p=1

NEF + REERP REERN+δ ∆ γ ∆ + γ ∆ +               

1 n n n

k1 t–r s1 t–s t1 t–u v1 t–v  1t

r=1 s=1 u=1 v=1

NR + SR  NV SV   (3)ϕ ∆ π ∆ + ω ∆ + α ∆ + α ∈    

Where, l, m, n, o are optimum lags, C are the constants, θ are long-run

coefficients and δ, γ, φ, π, ω, α are short-run coefficients.

Similarly, all other (NDF and NF) dependent variables can be expressed

as equation (3).

The Wald Coefficient test will be used for assessing the long-run and

short-run asymmetric effect of REER.

For the long-run, Coefficients –C3/C2 = –C4/C2 needs to be checked in

equation (3). If the equation is significant then symmetric effect is found.

For the short-run, Coefficients C10 = C11 = 0 needs to be checked. If

they are not equal then asymmetry is found to exist.

ANALYSIS

Table 2 shows the summary of each variable incorporated in our study.

The average flow of net equity institutional investments are more than the net

debt flows. The mean returns of real effective exchange rate is negative i.e. on

an average, rupee appreciation is observed for the time period under study. The

mean returns of Nifty 50 and its volatility is greater than S&P 500 index

highlighting the risk return characteristics of stock markets. The volatility of
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equity flows is higher than debt flows. The volatility in the exchange rate is

larger than S&P 500 index indicating the stable nature of US stock market. The

normality in each of the time series distribution is measured through Skewness,

Kutosis and Jarque-Bera test. Normality is observed in NEF, NF, REER series.

Table 2

Descriptive Statistics

NEF NDF NF REER NR SR NV SV

Mean 4700.538 2949.286 7649.627 -0.000033 0.03159 0.000033 0.011656 0.000076

Std. Dev. 10450.03 9404.497 16212.94 0.017132 0.020343 0.00002 0.029405 0.00001

Skewness 0.152955 -0.212467 -0.273201 -0.469923 0.243258 2.108187 2.966619 1.419931

Kurtosis 2.541019 4.536951 3.537995 3.388261 5.523255 6.457933 13.18939 3.840117

Jarque-Bera 1.584606 13.24368 3.062468 5.385716 34.39329 154.8704 724.0986 45.68028

Probability 0.452801 0.001331 0.216269 0.067687 0 0 0 0

Observations 125 125 125 125 125 125 125 125

Table 3

Correlation

Vari- NEF NDF REER NR SR NV SV

ables

NEF 1

-----

NDF 0.33169* 1

(0.0002) -----

REER 0.196341** 0.147692 1

(0.0282) (0.1002) -----

NR -0.021323 -0.181497** -0.01109 1

(0.8134) (0.0428) (0.9023) -----

SR -0.101626 -0.059523 -0.067595 -0.17046*** 1

(0.2594) (0.5096) (0.4539) (0.0574) -----

NV -0.361413* -0.114588 -0.090738 -0.295634* 0.01577 1

(0.00) (0.2032) (0.3142) (0.0008) (0.8614) -----

SV -0.118885 -0.068323 0.03711 0.021212 -0.083827 0.082544 1

(0.1867) (0.449) (0.6812) (0.8144) (0.3527) (0.3601) -----

Parentheses shows the p-values.

Significance level is denoted as *, **, *** for 1, 5 and 10% respectively.
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Table 3 depicts the unconditional matrix of correlation between each

pair of variables. The significant positive correlation is observed between NDF

and NEF. The exchange rate return is positively associated with NEF. Thus,

whenever the rupee depreciates in real terms against all trading partners signaling

an increase in the REER then it positively impacts the foreign investment in

stock market. The negative significant correlation exists between Nifty returns

and NDF. This signifies that if returns in stock market are positive, then

investments in debt market will be lower. The correlation between S&P 500 returns

and Nifty 50 returns is negative, i.e., if returns in Nifty 50 are high, then people

then to invest more in Indian stock market increasing the prices and hence

returns of the stock. The volatility in Nifty 50 returns is negatively associated

with its returns. As higher volatility makes the risk averse investors to sell their

investments which lowers the prices and hence the return of the underlying

index. A negative association was also found between monthly volatility in Nifty

50 and NEF.

Bai & Perron (1998) have proved that exogenous shocks may not be

transitory in nature and therefore, the standard unit root tests fail to clearly

identify whether the time series is stationary or not. Thus, incorporating

structural breaks in the conventional unit root tests becomes vital to attain

unbiased results. One of such methods to incorporate structural breaks while

checking for the integration order was given by (Vogelsang, Timothy J. and

Perron, 1998).

The objective of such test is to minimize ADF test statistics. Thus, we

applied such unit root test with intercept break and innovative outlier model

with the assumption that breaks occur gradually in respective time series. The

results are depicted in the Table 4.

Positive real effective exchange rate returns signaling a series of

domestic currency appreciation, observed a sudden revival in March, 2010 due

to measures taken by RBI (Prakash, 2012). This series became stationary after

first difference after incorporating the break date. Negative real effective

exchange rate returns were stationary at 1% after a break of July, 2013 at first

difference which was observed due to US quantitative easing program causing

sudden depreciation. Net equity foreign flows experienced high sudden inflows

in the year 2010 as it emerged as the second most preferred Asian nation after

Japan. Net debt foreign flows experienced sudden outflows due to quantitative

easing program announced by US fed in 2013. Thus, both these time series were

level stationary after incorporating respective break dates. Nifty 50 returns index

and its monthly volatility were stationary at level with 2008 period of global
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financial crisis where the lagged effect was observed in volatility of Nifty 50

index. S&P 500 index returns became level stationary with October, 2012 event of

high returns. The period pertains to the revival of US economy due to lower

interest rate, improving employment rate and period of low volatility in Treasury

bond market. S&P 500 monthly volatility was found to be stationary at level

with June, 2010 break. This date pertains to the event of "Flash Crash" in May

2010 where the equity market dropped by six hindered points in just five minutes

span leading to tapering of liquidity and manifolding of volatility.

Table 4

ADF-Unit Root Tests with One Break Point

Series Test P- Break Test P- Break Integration

Statistics Value Date Statistics Value Date Order

REERP -2.228454 0.959 2009; 08 -11.92059 0.01 2010; 03 I (1)

REERN -4.527263 0.04 2011; 06 -11.23052 0.01 2013; 07 I (1)

NEF -8.026936 0.01 2010; 08       I (0)

NDF -6.196355 0.01 2013; 06       I (0)

NR -7.721299 0.01 2008; 06       I (0)

NV -12.17264 0.01 2008; 10       I (0)

SR -13.60571 0.01 2012; 10       I (0)

SV -15.04635 0.01 2010; 06       I (0)

Table 5

NARDL Bounds Testing Results

NARDL Model F-Statistics Selected Model Decision

F(NEF|REERP, REERN, 15.9676* ARDL(1, 1, 1, Cointegration

NR, SR, NV, SV) 0, 0, 0, 3)

F(NDF|REERP, REERN, 5.81892* ARDL(1, 1, 0, Cointegration

NR, SR, NV, SV) 0, 2, 1, 1)

F(NF|REERP, REERN, 11.54026* ARDL(1, 1, 1, Cointegration

NR, SR, NV, SV) 0, 1, 1, 0)

Critical Values with Restricted Constant and No Trend (k = 5)

AT 1% AT 5% AT 10%

I (0) 3.06 2.39 2.08

I (1) 4.15 3.38 3
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Table 6

Long-Run NARDL Coefficients

IDV\DV           NEF           NDF           NF

Coefficients P-Value Coefficients P-Value Coefficients P-value

REERP 321589.2* 0.0002 215237** 0.0391 557822.7* 0.0002

REERN 332397.9* 0.0001 218191.2** 0.0364 575479.5* 0.0001

NR -152772.8** 0.0146 -187409.8** 0.035 -316595.9* 0.0026

SR -77795888 0.1269 -27443152 0.8585 -335000000** 0.0154

NV -194658* 0.00 -51530.14 0.4795 -238022.5* 0.0055

SV 305000000 0.2319 319000000 0.2227 -218000000 0.1938

ECT -0.775294* 0.00 -0.46821* 0.00 -0.675364* 0.00

Diagnostic Checks

LM 0.762299 (0.5521) 0.442331 (0.7778) 1.019671 (0.4006)

R2 0.444188 0.439633 0.457986

Adjusted 0.382998 0.378502 0.404272

R2

Cusum Stable Stable Stable

Cusum2 Stable Unstable Unstable

Wald 0.34821 (0.5563) 3.448175 ***(0.066) 0.187578 (0.6658)

Table 7

Short-Run NARDL Coefficients

IDV\DV           NEF           NDF           NF

Coeffi- P- Coeffi- P- Coeffi- P-

cients Value cients Value cients value

D(REERP) 62588.29 0.163 -12920.04 0.7471 66621.98 0.3298

D(REERN) 103497.2** 0.0257 208344.5* 0.0047

D(NR)

D(SR) -39807728* 0.00 -139000000* 0.00

D(SR(-1)) -78818138* 0.00

D(NV) -89739.86* 0.0015 -226152* 0.00

D(SV) -117000000* 0.00 29981828* 0.00

D(SV(-1)) -275000000* 0.00

D(SV(-2)) -205000000* 0.00

Wald 4.432115** 0.0141 ---- ----- 9.110162* 0.0002
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The NARDL model can be applied as the variables are integrated in the

combination of I (0) or I (1). Also, since the break dates are significant, thus

applying a linear ARDL model may not bring deeper insight into the relationship

of effective exchange rate in real terms and net foreign institutional flows, which

can be studied through a non-linear model. The presence of equilibrium

relationship in the long-run can be revealed though bounds testing approach.

Table 5 represents three different NARDL models with net equity foreign flows,

net debt foreign flows and net total flows as dependent variables. The maximum

lag length of four was selected since data is small. The selected ARDL model is

based on Akaiki Information Criterion. For all the three models, F-statistics value

is greater than the upper bound critical value as proposed by(Pesaran, Shin, &

Smith, 2001). Thus, we conclude presence of long-run cointegration for each of

the three models at 1% significance level.

The long and short-run results for each of the three models are

presented in the Table 6 & 7 respectively. In the long-run, the Wald test results

show that REER have a symmetric effect on NEF and NF while asymmetric effect

on NDF. This can be observed that the REERN, i.e., rupee depreciationand REERP

i.e., rupee appreciation in real terms is considered desirable by foreign debt

investors so that positive net earnings are guaranteed. The long-run coefficients

of REERP and REERN are found to be significant and positively influencing in

all the three models. However, the rupee depreciation in real terms in the long-

run is considered favorable by foreign investors as India's competitiveness gets

improved which can stabilize the economy's position through strengthening

current account deficit problem in the country in longer time span. But in short-

run, only the REERN was positively affecting the NEF and NF but not the NDF.

This signifies that foreign investors favorably view the rupee appreciation in

real terms against its trading partners in short time period. In long-run, the NR

was negatively influencing all three flows but the negative effect of SR was only

found significant in NF. While long-run volatility in NR was negatively impacting

only NEF and NF but not NDF. SV in the long-run did not influence the foreign

flows. However, in the short-run, the SR and its one period lag was significantly

negatively determining NDF. NF was negatively influenced only by the SR.

Volatility in NR and SR was determining NDF in short-run in negative and

positive way respectively. NEF was negatively influenced by SV along with the

lags. The error correction term of all the models was significant and negative.

Thus, the disequilibrium occurring in the variables gets corrected to ensure all

variables are cointegrated in the long-run. The speed of adjustment is highest in

NEF. The adjustment in NDF happens slowly at 46.82% rate. The effect of REER
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was asymmetric on NEF and NF at 5% and 1% significance level. This signifies

that the effect of REERN is considered significant than REERP by short-run

foreign investors.

The diagnostic checks for all models have been performed. The

autocorrelation LM test shows that models are free from serial autocorrelation in

the residuals since the null of no autocorrelation cannot be rejected. The R2

value is fairly large. But adjusted R2 is not that significant. The stability test

measured through Cusum is stable for all three models however the Cusum2 is

only stable in NEF.

CONCLUSION

The average flow of net equity institutional investments are more than

the net debt flows. The mean returns of Nifty 50 and its volatility is greater than

S&P 500 index. The exchange rate return is positively associated with NEF. The

negative significant correlation exists between Nifty returns and NDF. A negative

association was also found between monthly volatility in Nifty 50 and NEF. The

unit root ADF test results show that variables are integrated either in I (0) or in

I (1) order with incorporating a structural break in each time series to eliminate

any biases in unit root results. The significant breaks are observed in number of

events like the impact of Global Financial Crisis, the event of flash crash, and

the US Fed Reserve Policy of quantitative easing. The evidence of long-run

cointegration was found at 1% significance level for all the three independent

variables i.e. NEF, NDF and NF. The asymmetric effect of REER on NDF was

found in the long-run. REER had a symmetric effect on NEF and NF in long-run,

but an asymmetric effect exists in the short-run. The error correction term was

found to be negative and significant in all three models. But the speed of

adjustment is fastest in NEF model. In long-run, REERN and REERP had a

significant positive impact on all three independent variables. While in short-

run, only the REERN was found positively significant in determining the NEF

and NF. Thus, REER fluctuations can substantially influence FIIs' decisions as

found by Mukherjee, Bose, and Coondoo (2002) and Srinivasan & Kalaivani

(2015). In long-run, NR and NV had a negative impact on NEF and NF as found

by (Rai & Bhanumurthy, 2004). Thus, due to high volatility, even positive stock

returns don't attract equity FII inflows. Thus, "positive feedback" is absent as

was also found by Choe, Kho, and Stulz (1998) in Korean market. NR negatively

impacted NDF. SR only negatively determines the NF in the long-run unlike the

findings of Chakrabarti (2001).However, none of the foreign flows were affected

by SV in the long-run. But in short-run, SV effects positively the NDF and
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negatively the NEF. SR and NV negatively influences the NDF and NF.

Thus, the study can be utilized by domestic investors and potential

foreign investors in understanding the asymmetric impact of real effective

exchange rate on trading of FIIs in India. It will also help the policy makers in

determining the restrictions or extent of liberalization of Indian debt market which

is yet to be opened. Deeper insight can be provided to the policy makers and

regulators about the asymmetric impact of REER on foreign debt flows and steps

that can be taken to ensure stability in exchange rate as one of the significant

factors in determining the foreign capital into the Indian economy.
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Abstract

Textile industry is a key contributor in the industrial development of India. Its

contribution in total industrial production is 10%, out of total export is 13%, in GDP

is 2% and provides employment to more than 45 million people. Punjab is a leading

state by contributing 70% best quality production of cotton in India. The total share of

textile sector is 38% in export and 23% out of total industrial production of Punjab.

The main objective of present study is to investigate the causal relationship between

financial performance, liquidity, solvency and turnover over the period 2002 to 2017

(annual data) for selected textile units in Punjab. The Johansen cointegration analysis

suggested long-run equilibrium relationship and granger causality result evaluated causal

relationship between examined variables.
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INTRODUCTION

Textile industry is a key contributor in the industrial development of

India. Its contribution in total industrial production is 10%, out of total export is

13%, in GDP is 2% and provides employment to more than 45 million people

during 2016-17 (April-Sept.). India's textile products including handlooms and



handicraft products of India, export to more than hundred countries (Annual

Report 2016-17, Ministry of Textile). India is ranked second at the global level

by producing and exporting best quality textile and clothing with USD 40 bn., as

per UN Comtrade Report, 2013. Textile manufacturing industry is working on

different textile segments like : cotton textile, silk textile, woolen textile readymade

garment, handicraft textile and jute & coir. Many textile companies which are

performing excellent in India as well as, at global level are Raymond, Reliance

Textile, Vardhman Spinning, Arvind Mills, Century Textiles, Bombay Dying, and

Oswal Knit India and so on. The government is taking many initiatives to

upgrade textile industry at globe level. In June, 2016 government has given

approval to reform to boost employment generation and export in garmenting

and made-ups sector. On 7th October, 2016 the Hon'ble Minister of Textile, Govt.

of India Smt. Smriti Zubin Irani launched "Pehchan" – an initiative for the

registration of handicraft artisans and provide ID cards to them so, that they

can better access the benefits which are provided by Ministry of Textile and on

4th January 2017, the Ministry of Textile launched "Bunkar Mitra-Handloom

Helpline Centre", under which experts will guide the weavers regarding their

professional queries in their field.

To upgrade textile companies in India government provides one time

capital subsidy facility, Integrated Skill Development Scheme (ISDS) and

Integrated Processing Development Scheme (IPDS). In addition to that, Cotton

Corporation of India (CCI) Ltd. has also taken many steps like setting up of

Focus Incubation Centre (FIC), Minimum Support Price (MSP) and Technology

Mission on Technical Textile (TMTT) to provide guidelines to enter into technical

textile.

Some other initiatives taken by Ministry of Textile are as follows :

l Reduce custom duty from 5% to 2.5%.

l Special package of 6000 cr. Approved by Union Government which

leads to employment generation and increase export of textile

industry.

l Employee Provident Fund contribution has been increased upto 3

years for new workmen under Pradhan Mantri Rojgar Protsahan

Yojana. (Annual Report 2016-17, Ministry of Textile)

Foreign Direct Investment (FDI) in Textile in India

India is also providing liberalized and transparent policies of Foreign

Direct Investment (FDI) like other developing countries. A study conducted by

Department of Industrial Policy and Promotion (DIPP) showed that textile
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industry has made Foreign Direct Investment (FDI) worth US$ 817.26 million

between April, 2000 and March, 2010. In case of automatic route, India is offering

100% FDI. According to world investment Report 2015, UNCTAD total inflow of

FDI in India has increase by approximately 21% from the period 2013-14. The

total FDI inflow of India textile industry is about US $1.5 billion from 2000-2015.

Main attraction of FDI policy in India is 100% FDI allowed in the textile sector

through the automotive route i.e. 100% FDI in single brand retail and up to 51%

FDI in multi brand retail. Moreover other attractive features of FDI are, cost

competitiveness, doing business and benefits available to textile sector investors

etc. The top 10 investing countries in India Textile sector contributes

approximately 70% of the total FDI inflow of US$1.5 billion. (FDI Report, Ministry

of textile)

Punjab and its Textile Sector

Now, Punjab is presenting itsself as a leading hub for textile based

industries like apparel manufacturing, spinning, cotton and woolen textile, and

hosiery export in India as well as at global level. Punjab is nourished with rich

natural resources, eco system for manufacturing and a robust spinning capacity,

which make it an idle destination for textile industry. The main industrial units

operating in Punjab are agro-based industrial unit, machinery units and chemical

units. Punjab is 2nd largest producer of cotton & blended yarn in India and

producing approximately 70% best quality cotton production over India. It

accounts for 655 million Kg of yarn production. The state contributes around 2.2

million bales (170 Kg. each) cotton production, which is about 14% of total

country's cotton production. The total share of textile sector is 38% in export

and 23% out of total industrial production of Punjab. Punjab is contributing

USD 1300 million and USD 630 million in total export of Yarn and hosiery

respectively.

Textile and apparel industry is a thrust sector of Punjab, because of its

contribution in potential growth and employment generation in future. Under

Industrial and Business Development Policy, 2017 Punjab government is

providing extra benefits through amended technology upgradation scheme.

Punjab has 4 integrated textile parks (Ludhiana Integrated Textile Park, Rhythm

Textile and Apparel Park, Lotus Integrated Textile Park and Punjab Apparel Park),

which provide infrastructure and necessary clearance to textile production units

and all these industrial parks shall be exempted from the provision of Punjab
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Apartment and Property Regulation Act (PAPRA), 1995. (Industrial and Business

Development Policy, 2017) Ludhiana is the highest manufacturing cluster for

textile in Punjab as well as in North India and called as 'Manchester of India'.

Northern India Institute of Fashion Technology (NIIFT), Ludhiana which is

known as a Center of Excellence for garmenting and high fashion is also a

supporting factor by Punjab government. Now, Punjab government is also taking

initiative to setting up of 3 Common Effluent Treatment Plants (CETPs) for dyeing

industry in Ludhiana. (Textile Punjab Bureau of Investment Promotion)

LITERATURE REVIEW

Nandha Kumar and Magesh (2017) evaluated the performance of textile

and apparel industry in India on the basis of various studies, articles and reports.

It is estimated on the basis of various factors like market size, investment,

government initiatives and key market and export destinations that Indian Textile

and apparel sector has a positive pace of growth. Government is providing

various opportunities and initiating various steps to uplift this sector like setting-

up of integrated textile park, technology fund for upgradation and provide 100%

foreign direct investment and so on.

Gupta (2017) examined to evaluate the performance of textile companies

on the basis of their liquidity, solvency, profitability and managerial efficiency.

The result showed a significant difference in Return on Capital Employed, Net

Profit Margin, Current Ratio, Debt Equity and Fixed Turnover Ratio.

Mohammed (2017) evaluated the financial performance of four selected

public sector textile units (Barshi Textile Mills, India United Mill No.5, Polar

Mills and Tata Mills) on the basis of their turnover, solvency and liquidity for

the period of 10 years starting from 2006- 2016. The author investigated the

possible causes for weak performance and also point out the reasons for slow

pace of growth of textile companies in Maharashtra. It is found out that solvency

ratio and liquidity has significant impact on profitability but turnover ratio has

insignificant impact on profitability of selected textile units in Maharashtra.

Das et al. (2017) investigated the causal relationship between time series

of employment, productivity and wages for registered manufacturing industries

in India over the period of 1998-2014 by using Augmented Dickey Fuller unit

root test and granger causality test to estimate causal relationship. It has

concluded that there is no causal relationship between employment, wage rate

and productivity and differential effect of productivity growth on employment
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and wages of different manufacturing industries which recommend some

corrective policy to be implement in organization for smooth production and

stability in labour turnover.

Thaku (2016) examined the impact of FDI, productivity, capital intensity,

exchange rate and MFA phase out on textile export of India, Vector Error

Correction Model (VECM) and granger causality test have been employed to

check causal relationship over the period of Q1: 2000 to Q4: 2002 time series

quarterly data collected from CEIC database. The result showed that only

productivity, capital intensity, exchange rate and MFA phase out have positive

impact on textile export in India. So, it is suggested that India should offer

attractive FDI policy to meet competitive advantage of textile industry as China

has offered in past years.

Trivedi and Birau (2015) demonstrated the causal linkage between

international stock market of two countries i.e. Hungary and Austria by Granger

causality methodology from F.Y. 2000 to F.Y. 2013 stock index time series. It is

found that there is no causal relationship between Austria market and Hungary

market in both ways.

Hirigoyen and Poulain-Rehm (2015) investigated the relationship between

corporate social responsibility and financial performance of 329 listed companies

over the period 2009 to 2019 (monthly data) by using granger causality

methodology. It is conclude that there is no causal relationship between social

responsibility and financial performance or both variables affect each other in

opposite direction.

Nindi and Odhiambo (2014) considered the variables like saving and

investment in Malawi to find causal relationship over the period of 1973-2011

through granger causality test. The result found the direction of causality flow

from investment to savings and short-term bidirectional causality flow from

savings to investment. So, more emphasis should be placed on pro-investment

policies than short-run polices.

Sharma and Sharma (2014) conducted a comparative causal relationship

between gross domestic production and receipts from tourism sector for India

and Pakistan over period of 1991-2012, applying Augmented Dickey Fuller (ADF)

test Johansen cointegration test to check long-term equilibrium relationship and

granger causality test. The result showed unidirectional causality flow from

tourism receipt to GDP.

Rahim and Abedin (2014) investigated the impact of trade liberalization
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and financial development on economic growth in Malaysia by using granger

causality methodology over the period of 1970-2011. A unidirectional causality

flow from economic growth to financial development as well as from liberalization

to financial development has found.

KAR et al. (2014) examined the direction of causality between trade

liberalization, financial development and economic growth in Turkey over the

period Jan.1989 to Nov.2007 (monthly data) by using linear and non-linear

causality test which imply bidirectional causal relationship between economic

growth, trade openness and financial development even financial development

leads to trade liberalization in Turkey.

Altee et al. (2014) investigated causal relationship between financial

development, trade openness and economic growth of Sultanate of Oman over

the period 1972-2012 by applying different econometric techniques like unit root

test, Johansen cointegration test and granger causality model. The test result

showed unidirectional causality flow from economic growth to financial

development as well from trade openness to financial development and economic

growth. So, there is significant impact of trade openness on financial development

and economic growth in sultanate of Oman for the examined period.

Ayyappan et al. (2014) considered the factors like market place,

competitiveness, technology, environment protection and strategic position to

evaluate the financial performance of selected textile industries in India for period

1999-2011. The selected textile group of mills are the capital intensive in nature

but the policy of purchase of fixed assets should be carefully planned and

reviewed so that the funds may be properly utilize.

Yoganandan et al. (2013) examined the impact of various factors on

export performance of textile industry in study tittle as Factor affecting the export

performance of textile industry in developing countries. The results showed

positive relationship between GDP, exchange rate, labour, capital and technology

with export performance of textile industry.

Abbas et al. (2013) aimed to elaborate the determinants, affecting

financial performance of textile companies listed in KSE for the period 2005-2010.

A cross sectional fixed effect was present in the regression output so, author

has used one way fixed affect model to find out significant effect of independent

variables on financial performance.

Sharma and Sharma (2011) attempted to explore the financial performance

of textile industry taking three capacity and investment analysis; it can conclude

that Arvind Mills is having highly satisfactory financial position as compare to
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other companies. But all these companies will have to strengthen its shareholders

funds and working capital to compete and enhancing its current performance

leading companies i.e. Arvind Mills, Raymond and Bombay Dyeing for the period

2006-2010. On the basis of profitability level, short-term liquidity position,

efficiency level, solvency at global business time environment.

Ramasamy and Yeung (2011) examined the causality among stock market

and exchange rate by Granger causality test of two markets in nine East Asian

economics. The result shows that causality between time series is changing

according to change in period of study which implies a lot of attention while

interpreting granger result.

Chandran and Seilan (2010) investigated the causal relationship

among trade, foreign direct investment and economic growth for India of 37

years (F.Y. 1970- F.Y. 2007). The cointegration test showed, long-term relationship

between variables and granger causality test suggested, causal relationship

between trade, foreign direct investment and economic growth time series.

Chen (2009) reviewed various theories related to foreign trade and

economic growth; concluded arguments based on modern empirical economics

and put some questions to be explored in detail for further studies.

Dritsakis et al. (2004) aimed to figure out the linkage between Trades,

Foreign Direct Investigation and Economic Growth for Greece of 42 years

(F.Y. 1960-F.Y. 2002, cointegration analysis and granger causality test have applied

to check causal relationship between variables. The result showed long-term

relationship and causal relationship between variables.

OBJECTIVE AND HYPOTHESES OF THE STUDY

The main objective of current study is to compare causal relationship

between financial performance, solvency, turnover and liquidity of five leading

textile units working in Punjab.

Theoretical Framework

The four variables were used as proxy for checking the causal

relationship between financial performance, liquidity, turnover and solvency are

Return on Capital Employed (ROCE), Current Ratio (CR), Assets Turnover Ratio

(ATR) and Debt Equity Ratio (DER) respectively for five leading textile units

working in Punjab based on the studies of Mohammed (2017), Gupta (2017), Pal

(2012) and Hyunju and Choosup (2011). The variables for the measurement are

given below :
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Hypothesis of Study

To achieve the objective of present study following hypothesis has

been formulated :

H01 : Current Ratio (CR) time series has unit root or it is non-

stationary time series of five selected textile units.

H02 : Return on Capital Employed (ROCE) time series has unit root or

it is non-stationary time series of five selected textile units.

H03 : Debt Equity Ratio (DER) time series has unit root or it is non-

stationary time series of five selected textile units.

H04 : Assets Turnover Ratio (ATR) time series has unit root or it is

non-stationary time series of five selected textile units.

H05 : There is no co-integration between ROCE, CR, DER and ATR of

five selected textile units.

H06 : ROCE does not granger cause CR of five selected textile units.

H07 : DER does not granger cause CR of five selected textile units.

H08 : ATR does not granger cause CR of five selected textile units.

H09 : DTR does not granger cause ROCE of five selected textile units.

H10 : ATR does not granger cause ROCE of five selected textile units.

H11 : ATR does not granger cause DER of five selected textile units.

RESEARCH METHODOLOGY

Type of Study : The present study is analytical in nature which examined

causal relationship between financial performance, liquidity, solvency and

turnover of selected textile units of Punjab.

Population : The population of the study includes Indian textile industry

where sample size is 5 leading textile units working in Punjab i.e. Jindal Cotex,

Nahar Spinning, Supreme Tex Mart, Vardhman Polytex and Winsome Yarn.

Table 1

Description of Variables

Variables Proxy Formula

Financial Performance ROCE EBIT / Total Assets-Current Liability

Liquidity CR Current Assets / Current Liability

Solvency DER Total Debt / Total Share Capital + Reserve & Surplus

Turnover ATR Sale / Total Assets

Source : Compiled by Researcher
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Scope of the Study : The study covered time period of 16 years from

F.Y. 2002 to F.Y. 2017. Two years data (2002 and 2003) was missing to apply

granger causality test, so researcher has used extrapolation on available time

series.

Data Type and Sources : The current study is based on secondary data

collection method. The collection of quantitative data has been extracted through

various sources of information like: annual reports of the textile units available

on money control website, Industrial and Development Policy 2017, Punjab

Bureau of Investment Promotion, Statistical Abstract of Punjab, annual report of

Ministry of Textile, journals etc.

Techniques for Data Analysis : Data have been analyzed through unit

root test, cointegration test, optimal lag order and granger causality test by E-

view 10 version.

Specification of Model

To estimate the causal relationship between financial performance,

liquidity, solvency and turnover in present study, following model specification

has been done through annual time series from 2002 to 2017.The basic model is

mentioned below :

ROCE = β0 + β1 (CR) + β2 (DER) + ?3 (ATR) + ε

Where,

ROCE = Financial Performance

CR = Liquidity

DER = Solvency

ATR = Turnover

β0, β1, β2, β3 = Coefficients

ε = Error term in the equation

The variable financial performance is estimated by return on capital

employed, liquidity is estimated by current ratio, solvency estimated by debt

equity ratio and turnover is estimated by assets turnover ratio. Different ratios

have been calculated and used to analyzed causal relationship with the help of

E-view 10 software.

RESULT AND ANALYSIS

The first crucial step prior to verifying cointegration and checking the

causal relationship between variables, econometric methodology needs to verify

stationarity for each individual times series. It means mean and variance value

of time series does not change over a period of time. If any variable is not so,
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asymptotic analysis assumption in Granger test will not be valid, our next step

is to convert non-stationary time series into stationary time series by differencing

method. Augmented Dickey-Fuller (ADF) test is best method to check stationarity

and level difference of time series. This is followed by Johansen cointegration

analysis to check long-run equilibrium relationship and granger causality result

to evaluate causal relationship between examined variables.

Unit Root Test Result

Augmented Dickey Fuller (ADF) test has applied to test stationarity in

Current Ratio (CR) time series of five selected textile units at three levels (1%,

5% and 10% level) of significance, but all series except Vardhman Spinning Mills

have unit root problem in Current Ratio (CR) time series. So, non-stationarity

series were converted into stationarity series through differencing shown as

(CRD) to remove trend and seasonality from time series. The computed ADF test

statistics for Current Ratio (CR) have been shown in Table 2.

Table 2

Result for Augmented Dickey Fuller Test for Current Ratio of Five Textile Units

     Jindal Cotex  Nahar Spinning  Supreme Tex     Vardhman      Winsome

         (CRD)     Mills (CRD)   Mart (CRD)    Ploytex (CR)   Yarn (CRD)

t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat.  Prob.*

ADF

Test -4.772378 0.0164 -4.857182 0.0141 -4.553022 0.0043 -4.294677 0.0341 -4.401425 0.0310

Stat.

Test 1% -4.057910 -4.057910 -4.057910 -3.959148 -4.057910

Critical 5% -3.119910 -3.119910 -3.119910 -3.081002 -3.119910

Values 10% -2.701103 -2.701103 -2.701103 -2.681330 -2.701103

Source : Data compilation by researcher based on secondary data using E-views

Note (*): Show level of significance at 5%

CRD : Differenced Current Ratio Time Series, CR : Non-differenced Current Ratio Time

Series

The ADF values have been shown in Table 2 for Jindal Cotex, Nahar

Spinning Mills, Supreme Tex Mart, Vardhman Polytex and Winsome Yarn are

greater than critical value at (1%, 5% and 10%) level of significance ignoring +

sign and – sign and p value is less than 5%, therefore null hypotheses (H01) of

unit root in Current Ratio (CR) at 5% level of significance has rejected for all

five textile units. So, Current Ratio (CR) is a stationary time series and doesn't

have a unit root problem therefore available time series of Vardhman Spinning
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Mills and differenced time series if remaining textile units of Current Ratio (CR)

can be used for further study.

Table 3

Result for Augmented Dickey Fuller Test for Return on Capital Employed of Five

Textile Units

     Jindal Cotex  Nahar Spinning  Supreme Tex    Vardhman       Winsome

       (ROCED)    Mills (ROCE)   Mart (ROCE) Ploytex (ROCE)  Yarn (ROCED)

t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat.  Prob.*

ADF

Test -9.312603  0.0000 -5.858084  0.0004 -3.620201  0.0199 -3.379614  0.0292 -3.401425  0.0310

Stat.

Test 1% -4.200056 -4.004425 -4.004425 -3.959148 -4.057910

Critical 5% -3.175352 -3.098896 -3.098896 -3.081002 -3.119910

Values 10% -2.728985 -2.690439 -2.690439 -2.681330 -2.701103

Source: Data compilation by researcher based on secondary data using E-views

Note (*) : Show level of significance at 5%

ROCED : Differenced Return on Capital Employed Time Series, ROCE : Non-differenced

Return on Capital Employed Time Series

Similarly, ADF test has applied to test stationarity in Return on Capital

Employed (ROCE) time series of five selected textile units at three levels (1%,

5% and 10% level) of significance, but all series except Supreme Tex Mart and

Vardhman Spinning Mills have unit root problem in Return on Capital Employed

(ROCE) time series. So, non-stationary series were converted into stationary

series through differencing at first level shown as (ROCED) to remove trend and

seasonality from time series. The computed Augmented Dickey Fuller test for

unit root on differenced series at first level difference have been shown in

Table 3. The ADF test statistics is greater than critical values at (1%, 5% and

10%) level of significance ignoring – sign and moreover p value is less than 5%,

therefore null hypothesis (H02) has been rejected, which denotes stationarity in

the time series and does not have unit root problem for Return on Capital

Employed (ROCD) variable of five selected textile units and can be used for

further study.
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The results of unit root are shown in Table 4 and Table 5 for Debt

Equity Ratio (DER) and Assets Turnover Ratio (ATR) time series of five selected

leading textile units of Punjab at three levels (1%, 5% and 10% level) of

significance. Most time series data are non-stationary i.e. they have unit root

problem.

Table 4

Result for Augmented Dickey Fuller Test for Debt Equity Ratio of Five Textile Units

     Jindal Cotex  Nahar Spinning  Supreme Tex    Vardhman       Winsome

       (DERD)     Mills (DERD)   Mart (DER)  Ploytex (DERD)  Yarn (DERD)

t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat.  Prob.*

ADF

Test -4.682530  0.0207 -4.354156  0.0378 -3.523158  0.0224 -4.714293  0.0181 -4.996133  0.0021

Stat.

Test 1% -4.121990 -4.200056 -3.959148 -4.057910 -4.057910

Critical 5% -3.144920 -3.175352 -3.081002 -3.119910 -3.119910

Values 10% -2.713751 -2.728985 -2.681330 -2.701103 -2.701103

Source: Data compilation by researcher based on secondary data using E-views

Note (*) : Show level of significance at 5%

DERD : Differenced Debt Equity Ratio Time Series, DER : Non-differenced Debt Equity

Ratio Time Series

Table 5

Result for Augmented Dickey Fuller Test for Assets Turnover Ratio of Five Textile Units

     Jindal Cotex  Nahar Spinning  Supreme Tex    Vardhman       Winsome

       (ATRD)     Mills (ATRD)  Mart (ATRD) Ploytex (ATRD)  Yarn (ATRD)

t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat.  Prob.*

ADF

Test -4.596290 0.0238 -5.734346 0.0006 -4.196595 0.0439 -4.759880 0.0182 -4.660951 0.0198

Stat.

Test 1% -4.121990 -4.057910 -4.057910 -4.121990 -4.057910

Critical 5% -3.144920 -3.119910 -3.119910 -3.144920 -3.119910

Values 10% -2.713751 -2.701103 -2.701103 -2.713751 -2.701103

Source: Data compilation by researcher based on secondary data using E-views

Note (*) : Show level of significance at 5%

DERD : Differenced Debt Equity Ratio Time Series, DER : Non-differenced Debt Equity

Ratio Time Series
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We should now conduct Augmented Dickey Fuller test for unit root on

differenced series at first level difference. The ADF test statistics is greater than

critical values at (1%, 5% and 10%) level of significance ignoring – sign and

moreover p value is less than 5%, therefore null hypothesis (H03) and (H04)

have rejected, which denotes stationarity in the time series and does not have

unit root problem for Debt Equity Ratio (DER) and Assets Turnover Ratio (ATR)

variables of five selected textile units and can be used for further study.

Cointegration Test

Cointegration test is an important aspect of time series analysis to

determine long-term economic relationship between two or more non-stationary

time series, moreover it is also verify, whether variables are best fit to be applied

in the Granger causality model or not. Cointegration test developed by Johansen

(1988, 1991) have been used to examine equilibrium relationship, based on two

statistics i.e. trace statistics and max-Eigen statistics, between ROCE, CR, DER

and ATR of five selected textile units of Punjab. Table 6 show result of the

cointegration analysis, the null hypothesis (H05) of no cointegration between

Table 6

Johansen Cointegration Test Result

Hypo         Trace Statistics          Eigen Statistics

thesed Eigen Trace 0.05 Prob. Eigen Trace 0.05 Prob.

No. of Value Statistics Critical Value Statistics Critical

CE(s) Value Value

Jindal None 0.992824 103.1207 54.07904 0.0000 0.992824 64.18173 28.58808 0.0000

Cotex A t 0.836764 38.93901 35.19275 0.0188 0.836764 23.56322 22.29962 0.0332

Most 1

Nahar None  0.996451 119.9710 54.07904  0.0000  0.996451  73.33516  28.58808  0.0000

Spinning A t

Mills Most 1 0.899278  46.63585 35.19275  0.0020  0.899278  29.84010  22.29962  0.0037

Supreme None  0.996873 119.6406 54.07904 0.0000 0.996873 74.98020 28.58808 0.0000

Tex A t  0.938391 44.66045 35.19275 0.0036 0.938391 36.23035 22.29962 0.0003

Mart Most 1

Vardh- None  0.933051 75.62858 54.07904 0.0002 0.933051 35.14978 28.58808 0.0063

man A t  0.817893 40.47880 35.19275 0.0123 0.817893 22.14110 22.29962 0.0526

Polytex Most 1

Win- None  0.995927 151.0567 54.07904 0.0000 0.995927 71.54402 28.58808 0.0000

some A t  0.962908 79.51271 35.19275 0.0000 0.962908 42.82676 22.29962 0.0000

Yarn Most 1

Source : Data compilation by researcher based on secondary data using E-views
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ROCE, CR, DER and ATR is rejected at 5% level of significance as p value of

both trace statistics and max-Eigen statistics is less than 5% for all selected

textile units. Since, ROCE, CR, DER and ATR time series are cointegrated, so test

regarded as long-term equilibrium association between variables and variables

are best fit to be applied for granger causality model.

Granger Causality Test

The result of granger causality summarized in Table 7 for causal

relationship among return on capital employed, current ratio, debt equity ratio

and assets turnover ratio. According to methodology, the null hypothesis is

rejected if p-value is less than 5% level of significance. The result showed that

null hypothesis (H06) ROCE does not granger cause, as current ratio is accepted

in both ways or there is no causality relationship between ROCE and CR for

Supreme Tex Mart and Vardhman Polytex. Winsome Yarn showed bidirectional

causality relationship between ROCE and CR meaning thereby ROCE and CR

affect each other in both way. Jindal Cotex and Nahar Spinning showed

bidirectional causality between from ROCE to CR. Null hypothesis (H07) and

(H10) DER does not granger cause CR and ATR does not granger cause ROCE

respectively are accepted in both ways as p-value in both cases are greater than

5% level of significance for all textile units.

Table 7

Result of Granger Causality Test

          Jindal Cotex   Nahar Spin-     Supreme      Vardhman       Winsome

         Mills        ning Mills     Tex Mart       Ploytex        Yarn

t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat. Prob.* t-Stat.  Prob.*

ROCED

DNGC* 0.26169 0.6191 0.08564 0.7752 1.03563 0.3307 1.27093 0.2816 5.34699 0.0411

CRD

CRD

DNGC* 0.06694 0.0096 0.37614 0.0421 0.48797 0.4993 0.11445 0.7410 3.39228 0.0426

ROCED

DERD

DNGC* 3.69254 0.0809 0.89557 0.3643 0.62516 0.4458 4.01342 0.0704 0.11129 0.7450

CRD

CRD

DNGC* 0.03645 0.8521 0.08422 0.7771 0.38048 0.5499 1.45414 0.2532 0.64335 0.4395

DERD
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ATRD

DNGC* 1.82468 0.2039 1.07882 0.3213 0.13098 0.7243 0.54901 0.4742 2.98325 0.1121

CRD

CRD

DNGC* 0.02796 0.8702 14.3449 0.0030 1.53489 0.2412 2.16294 0.1694 0.01796 0.8958

ATRD

DERD

DNGC* 0.94339 0.0323 0.07396 0.0407 36.4124 0.0302 3.83696 0.0360 1.37320 0.0260

ROCED

ROCED

DNGC* 24.1618 0.0005 0.04830 0.8301 0.00164 0.9684 20.4956 0.0009 2.10012 0.1752

DERD

ATRD

DNGC* 1.75274 0.2124 0.55784 0.4708 0.53665 0.4791 0.06014 0.8108 2.85768 0.1190

ROCED

ROCED

DNGC* 0.26666 0.6158 3.22154 0.1002 0.37053 0.5551 1.16340 0.3038 0.61804 0.4484

ATRD

ATRD

DNGC* 0.80617 0.3885 0.02228 0.8840 0.41168 0.5343 0.00885 0.9267 8.15678 0.0156

DERD

DERD

DNGC* 2.06371 0.1787 2.74309 0.1259 1.54204 0.2401 2.63019 0.1331 2.2E-05 0.9964

ATRD

Source : Data compilation by researcher based on secondary data using E-views

* DNGC- Does not granger cause

Null hypothesis (H08) showed unidirectional relationship from ATR to CR only for Nahar Spinning

textile unit. Moreover null hypothesis (H09) DER granger cause ROCE rejected in both ways for

Jindal Cotex and Vardhman Spinning meaning thereby bidirectional causality relationship between

DER and ROCE. Finally null hypothesis (H11) showed unidirectional causal relationship from DER

to ATR only for Winsome Yarn.

CONCLUSION

Punjab is flourished with many natural resources, eco-system for

manufacturing, large geographical infrastructure etc. Punjab is also a leading

hub for textile industry and significant contributor to the Indian economy in

terms of its domestic share and export. The share of Punjab's textile sector in

total country's production is 14% and 38% of the total export from Punjab. The

government of Punjab is also supporting and taking many initiatives to promote
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its textile sector at national and global level. Even than this industry lag behind

at global level competition and facing many structural problems. As Punjab's

textile sector is an important factor which affect state as well as national

development. So, it is required to analyses the financial performance of textile

companies in Punjab.

The traditional regression model only considered the impact of

independent variables on dependent variable on the happening of certain event.

But it doesn't provide sufficient results regarding causal relationship and direction

of relationship among variables. So, Granger Causality model is much

sophisticated econometric model as compare to traditional regression model.

Granger causality model estimate the causal relationship among present

observations of explained variables and observations of different time period of

independent variable. So, result obtained by Traditional Regression model

and Granger Causality model regarding relationship can't be similar.

Many studies have been conducted in this field out of which some

were discussed in review of literature. In support of previous studies, present

research paper examines the direction of the relationship between financial

performance, liquidity, solvency and turnover for five selected leading textile

units working in Punjab by applying Unit Root test, Johansen Cointegration test

and Granger Causality test over the period of 16 years (F.Y. 2002 - F.Y. 2017).

The empirical analysis shows that all variables used in the study don't have unit

root problem, Johansen Cointegration Analysis suggest long-run equilibrium

relationship between variables and finally Granger Causality test infer bidirectional

causality between ROCE & CR and ROCE & DER for Jindal Cotex, Vardhman

Spinning Mills and Winsome Yarn textile units as p-value is less than 5% level

of significance in both case meaning thereby liquidity and financial performance

as well as solvency and financial performance affect each other in both ways.

While unidirectional causality exists from ROCE to CR meaning thereby no

causality relationship from CR to ROCE for Jindal Cotex and Nahar Spinning

Mills. The unidirectional of causality relationship from ATR to CR which means

there is no causality relationship from CR to ATR of Nahar Spinning Mills. The

direction of causality from DER to ATR and there is no causality relationship

from ATR to DER. Further, DER & CR and ATR & ROCE don't have any causality

relationship in case of all textile units. In other words, liquidity and solvency

have significant and turnover has insignificant causality impact on financial

performance of selected textile units in Punjab.

The results of Granger Causality suggest that Jindal Cotex, Nahar

Spinning Mills and Winsome Yarn are comparatively performing well; their
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financial position is found sound as these textile units are utilizing their available

resource, to the maximum extent. Due to strong liquidity position, companies are

able to maintain required funds to meet short-term obligation as well as repay

outside liabilities on time. But Supreme Tex Mart and Vardhman Polytex

management should try to utilize their productivity resources to maximize their

financial efficiency.
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Abstract

Recently, a tornado of "#Me Too" movement shook the conscience of civil

society in India. Women, across the length and breadth of the country, broke their

silence and revealed how they were subjected to sexual harassment at their workplaces

by high and mighty. Many such perpetrators have since fallen from the grace in the

eyes of the public at large. Arguably, it's only a tip of the iceberg. Notwithstanding,

an innate mandate enshrined in the Constitution of India, viz. "It shall be the duty of

every citizen of India to renounce practices derogatory to the dignity of women" -

[Article 51-A(e)], the sanctity of our Constitution has been denigrated by the predators.

The recent spate of allegations reported widely in the print, electronic and social media,

have shown that the women employees, indeed, have been subjected to questionable

conduct on the part of their male colleagues at the workplace.

Adverse social impact, loss of reputation, difficulty in procuring evidence, and

fear of losing job were some of the reasons that precluded the women employees from

going public against perpetrators. As a result, victims have lived for decades and decades

with the mental trauma with no sight of justice in their life time. On the other hand,

HR honchos have always vouched for non-existence of any preying eyes at workplaces.

This paper attempts to analyze the shortcomings in the HR practices in making the

workplace women-friendly and suggests ways to combat the menace.
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Women's Dignity, Chief Women's Rights Officer, District Officer, Internal

Complaint Committee, Predators
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INTRODUCTION

Intrusion in the personal space of women employees, by no yardstick,

can be allowed at workplaces. Constitution of India is emphatic about dignity of

women. Responsibility to ensure a women-friendly workplace lies with HR

fraternity. Obviously, HR has failed in developing the appropriate organizational

culture that may provide harassment-free work environment to women employees.

Scores of grievances of women employees from across industry-sectors have

flooded the electronic, print and social media in the country under the #Me Too

movement. Obviously, ethical governance in the corporate sector has somewhere

been compromised leading to sexual harassment and psychological trauma

against women employees.

WHERE HAS HR FAILED?

The BTI data reveals, a CHRO's commitment as - Talent acquisition 30%,

Reward and Recognition 20%, Employee Engagement 20%, HR Operations 10%,

Talent Development for future needs 10%, Employer Branding 10%. The data, not

surprisingly, reveals that the prevention of harassment and violence against women

employees at workplaces, does not find any place in the CHRO's commitment.

CHRO's Commitment
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Primary reason for failure of HR, thus, lies in its inherent nature of

being reactive, if not inactive. Whereas, in today's intense competitive

environment, organisations' HR practices need to be proactive. Had it been so,

there won't have been any need for women employees to beg for dignity from

the perpetrators.

ANCIENT INDIAN RELIGIOUS SCRIPTURES AND PLACE OF WOMEN

Holy Indian scriptures have always been sensitive to the women's

dignity. Women have been equated to the level of Goddess with the Manusmriti

describing the places where women are worshiped, as the abode of God.

Unfortunately, over a period of time, our rich cultural heritage and

value system has somewhere been lost, and the country has been driven to a

state of - "women begging for dignity from predators".

ROLE OF INTERNATIONAL LABOUR ORGANIZATION (ILO)

Considering the world-wide infringement on women's right of just-work-

place that is devoid of fear, mental trauma, physical and emotional violence

and gender insensitivity; the International Labour Organization (ILO) in its

107th annual conference held at Geneva between May 28 to June 08, 2018

demonstrated its will to bring about a new International Treaty to protect

women workers from harassment and violence at workplace. The proposed

treaty could be in the form of a convention or a recommendation. Certainly, a

long-awaited respite for women workers across the globe, relentlessly striving

for "Freedom at Work".

ROLE OF INDIAN STATE

(a) Free Legal Aid to Victims : State needs to enact legislations with

deterrent provisions, as well as establish fast track courts to ensure

prompt and exemplary punishment to the offenders. Provision of free

legal aid to victims would go a long way in meeting the end of justice.

The legal cost, so incurred, may well be recovered from the offender in

addition to compensation on account of special, general, punitive or

liquidated damages awarded, if any.

(b) "The Sexual Harassment of Women at Workplace (Prevention,

Prohibition, and Redressal) Act, 2013"3-Prima facie lacks teeth :

(i) Need of Transparent Mechanism : The Sexual Harassment of

Women at Workplace (Prevention, Prohibition, and Redressal) Act,
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2013 (hereinafter called the Act) provides for constitution of

Internal Complaint Committee (ICC) by the employer to investigate

the matters related to workplace harassment. Obviously, the lesser

mortals, who are employer's nominees, cannot be expected to

deliver justice to the aggrieved women employees by going

against the diktat of the employer, whose brand image is set to be

sullied and therefore will have a single point agenda that is – "to

cover up at any cost". Fear of impending police case, adverse

publicity in media and sharp decline in brand image make

employers' vision myopic.

(ii) Ensuring Transparency in Composition of Members of Internal

Complaint Committee (ICC) : It would be prudent to nominate

members from outside organization / establishment / institution /

corporation / enterprise / industry located within the district by

appropriate authority such as district magistrate, registrar of

companies, vice chancellors, chief inspector of factories, directorate

of industries, labor commissioners etc, depending upon the

organization. This would ensure transparency and justice.

(iii) Standing Complaint Committee : Alternately, the district

authorities may be asked to constitute standing committees to

investigate cases of sexual harassment at workplaces in their

districts. Such committees are bound to get credence in the eyes

of victim in particular, and public in general. Necessary amendment

in the legislation, would, however, be needed.

(iv) Capitulation of Justice : The Act instead of being seen as

deterrent, advocates 'conciliation' between the victim and the

perpetrators. It even provides for non-disclosure of the identity of

the perpetrator, thereby defeating the very purpose of the Act.

Naming and shaming should have been considered as an essential

element. Even the employer, after having been found guilty of not

being able to provide safe and secure workplace for women, has

been let off very lightly with a penalty of meagre Rupees Fifty

Thousand.

(v) Need to Display the Contact Details of District Officer (DO) :

A flagrant violation of fundamental principles of justice such as

the need to display the contact details of District Officer (DO),

who ought to be a women officer, at all prominent places in the

premises, to enable the victim to approach the District Officer
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(DO), in case of undue pressure for compromise, intimidation and

distress; is noticeable.

(vi) Justice Delivery Mechanism : Five months' time, viz. three months

to Internal Complaint Committee (ICC) to investigate, followed by

two months for employer to act upon the recommendations of the

ICC, shows gross insensitivity to the women's issue of dignity at

work place, more so when the mandate for ICC is limited, i.e. either

to recommend dismissal of the case, or suggest necessary action

to be taken against respondent as per service rule, which may or

may not exist in the organization. Records reveal that court cases

have dragged for decades on account of witnesses not willing to

come forward under pressure from employer, transfer of witnesses,

transfer of judges. Needless to say, the justice delayed is justice

denied.

(vii) Sexual Harassment – A Misconduct or Criminal Act : The basic

tenets of jurisprudence that have been glaringly missed out is

that the cognizance of offence should be taken as criminal act

instead of misconduct at workplace. The Act empowers the

employer to view the perpetrator's act brazenly as misconduct

alone, and invoke provisions of service rule. The criminality angle

of the perpetrator's act which is punishable under Sec 354, Sec

354 A to D and Sec 509 of Indian Penal Code has been

conveniently left out in cold. Suffice to say, the Act seems to be

an attempt to sweep the issue of women's dignity at workplace,

under the carpet.

(viii) Light at the End of the Tunnel - The Criminal Law (Amendment)

Act, 20134 : The amendments to Indian Penal Code, the Code of

Criminal Procedure, 1973, and the Indian Evidence Act, 1872,

making the offences against women at workplace as criminal act,

came as much sought after relief. Provisions were also made to

record the information given by women, by a women police officer

or any women officer. Further, the provisions were made to video-

graph the recording at victim's residence if she is mentally disabled

and also the provision for recording the proceedings by a Judicial

Magistrate. Insertion of Section 354 A to D as amendment to

Section 354 of Indian Penal Code were need of the time.

Enhancement of punishment under Sec 509 of the Indian Penal

Code from one year imprisonment to three years imprisonment
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added much needed teeth. Conduct of enquiry or trial on day to

day basis until all witnesses examined was a very vital amendment

to Sec 309 of Code of Criminal Procedure, 1973.

(ix) Limitation of Trial : The Government also needs to remove bar

on limitation of trial of cases related to sexual harassment of

women employees at workplaces as victims need time to heel from

mental trauma, threat of victimization and job losses.

(x) Steps to Prevent Women's Victimization at Workplace - Current

Status (Oct 2018) : Since, the matter is related to the prevention

of victimization of women at workplace, the Government of India,

in the wake of #Me Too revelations, has taken initiative by

constituting a Group of Ministers (GOM) to address the issue.

The GOM will be headed by the Home Minister and will submit

its report in three months. The Defence Minister Mrs. Nirmala

Sitaraman, Mrs. Maneka Gandhi, Minister of Women and Child

Development and Mr. Nitin Gadkari, Union Road Transport and

Highway Minister will be its members.

ROLE OF LAW ENFORCING MACHINERY

Mere revelation of instances of sexual harassment at workplaces

through media does not necessitate law enforcing agencies to take cognizance

of offence and commence investigation. It would, thus, be prudent for victims

to lodge formal complaint with the police. However, the number of cases filed,

investigated, charge sheets filed and offenders convicted is abysmally low.

Even the insensitivity displayed by cops during investigation while asking

probing questions is no less than living another bout of dreadful moments.

The situation, thus, discourages women employees to adopt legal course of

action.

ROLE OF JUDICIARY

As usual, judiciary's role comes into light only when a formal complaint

has been lodged with the police and cognizance of offence has been taken after

preliminary investigation. Suffice to say, the aggrieved party has to lodge

complaint with the police, if the employer fails to redress the grievance to the

satisfaction of the aggrieved women employee. A bitter truth that again

discourages victims to approach police / judiciary is the snail's pace of justice

delivery mechanism in India.
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ROLE OF WOMEN COMMISSIONS

Women Commissions at national and State level should assist women

employees in seeking justice. However, sense of urgency, proactive approach,

empathy, has rarely been noticed on the part of women commissions.

ROLE OF SOCIAL DYNAMICS

Prolonged trials, financial hardship, non-cooperation from colleagues

due to pressure from employer, sympathetic colleagues punished and

transferred out by employer, constant fear of job loss, ostracized from society,

gradually reducing matrimonial prospects for young women due to adverse

publicity in society, or in case of married women the growing kids facing

humiliation from the environment, fear of safety and security for self and

kids; force women employees to abandon the option of lodging complaints

against perpetrators.

ROLE OF SOCIAL MEDIA

Presently, social media and blogging sites have become a great enabler

for women employees who do not have to live with psychological trauma for

decades and decades any more. Through social media, the aggrieved women

employees can bring the details of haunting-episodes in public domain. This

encourages other victims, too, to open up and ensures name and shame on

perpetrators, to start with. The recent outcry in social media has drawn attention

of law enforcement agencies leading to lodging of First Information Report

against some perpetrators, in some cases; while in other, the employers have

given marching orders to their executives as a mark of their commitment to

uphold the dignity of women employees at workplace.

ROLE OF ELECTRONIC AND PRINT MEDIA

Electronic and print media play a significant role in providing both

parties fair opportunity to bring out their side of story. However, risk of media

trial remains. There are also possibilities of inadequate or no media coverage in

high profile cases.

ROLE OF PROFESSIONAL ASSOCIATIONS

Professional associations, too, can play a major role in sympathizing

with the victim, terminating membership of the perpetrators and provide legal aid

to victims to bring the perpetrator to justice.
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ADVERSE IMPACT ON PRODUCTIVITY

Unsafe workplaces de-motivate women employees to continue with their

job prospects. The situation results in drop in the country's prosperity due to

vast majority of workforce facing exclusion of their significant economic

contribution in the development of the country.

ROLE OF CORPORATE

Corporate may have to address the issue taking two-prong action, one,

justice to women employees, two, protect enterprise against lawsuits, by

adopting following approaches :

(a) Insurance Policy : In view of the, "#Me Too" movement,

corporate would do well to seek insurance cover to protect the

company against allegations that it failed to provide harassment-

free workplace to the victim. These claims may arise out of :-

(i)  Sexual harassment at workplace

(ii)  Gender discrimination

(iii)  Unlawful termination

(iv)  Breach of contract 

        An important provision related to policy would be the

need to take into account liability arising out of belated claims

by former employees on account of misconduct on the part of

their former colleagues who, too, have since moved out. This

aspect assumes significance as the cases related to sexual

harassment at workplaces, often surface after relinquishing the

employment by the victim, hence validity of the claim remains an

issue, unless due care has been exercised to include the claims

arising due to former employees and future employees.

        Therefore, it may be more prudent to frame stringent policy

and make senior and dedicated team of women executives

responsible to investigate in the matters of violations of

dignity of women at work places rather than looking for insurance-

shield.

(b) Directors and Officers (D&O) Liability Insurance : The

protection under this insurance is not available to the executive if

criminality is established in a court of law. An extended insurance

to include Employment Practices Liability Insurance (EPLI) also,

can be negotiated on payment of additional premium.
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CORPORATE WORLD – A  WAY AHEAD

(a) Chief Women's Rights Officer (CWRO) : It may well be sagacious for

India Inc. to fathom the gravity of the workplace-hazard and redesign

the organizational structure by creating the post of Chief Women's

Rights Officer (CWRO) tenable by women, who may be drawn from the

pool of retired women officers from armed forces/bureaucracy /

journalism / legal professional / eminent personality / social activist /

NGOs.

The CWRO could be given additional duty such as Welfare

Officer, Safety Officer, Data Protection Officer (DPO), Diversity &

Inclusion Officer (DIO), Business Intelligence Officer (BIO), depending

upon the size and need of the organization as well as the suitability of

the official. 

The appointment and removal of such official should be on

recommendation of District Officer (DO) followed by approval from

District Magistrate (DM). Statutory provision to this effect needs to

be made in the laws enacted by various ministries as part of

Government's role and responsibility to provide safe and secure

workplace for women.

(b) Strategic Shift in Recruitment Policy : A large number of organisations

have adopted conscious approach of enhancing diversity at workplace

by recruiting more women, however, the primary objective of such

recruitment has been to combat workplace harassment. They are doing

exceedingly well. Gender diversity, too, gets well-addressed. For this,

employers' mindset needs a change from a short-term gain to a long

term strategy. Media and thinkers, too, have a role to play to take the

movement forward.

CONCLUSION

Majority of women employees across the globe are subjected to

unwelcome behavior on the part of their erring male colleagues, at workplaces. It

may well be prudent to quote a conversation here, between an Indian woman

and a Russian woman, both friends and students at Russian Academy of

Sciences. The conversation goes as under :-

Indian Woman : "Hi, women security is a global issue. How is Russia?"

Russian Woman (replied in Russian) : "Nu dargaaya, shto ti dymayesh,

Zdesh zhivoot bogi?"
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English translation (Well friend, what do you think, Gods! live here (in

Russia)?"

Women's right to work with dignity at workplace needs to be protected

at all costs, across the globe. It's a matter of protection of human rights of

women employees. Decades and decades of quiet suffering needs to come to an

end for the development of women, development of a country, and for

transformation of uncivilized society into a civilized one.
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Abstract

Foreign Direct Investment (FDI) in developing countries and its growing

importance in the international field is one of the major changes in the last two decades.

This extraordinary growth of global FDI in 1990 around the world made FDI an

important and vital component of development strategy in both developed and

developing nations. India is a developing nation and second nation after China receiving

maximum FDI in the world. The main objective of this paper is to find the trends and

pattern of FDI in India since1991. The paper will use a theoretical approach to find the

trends of FDI after post-liberalization period in different sectors as well.
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INTRODUCTION

Foreign Direct Investment (FDI) in developing nations and its amplifying

significance in the international field is one of the dominant changes in the last

two decades. This phenomenal growth of global FDI in 1990 around the world

made FDI a significant and crucial component of development strategy in both

developed and developing nations. The policies are structured in order to

modulate inward flows. In reality, FDI provides a win-win situation to both the

host and the home countries. Both countries are directly engrossed in inviting

FDI, because such type of investment pours numerous benefits into the

economies. The 'home' countries want to take the benefit of the expanded markets

Short Communication



opened by industrial growth. On the other hand, the 'host' countries want to

accumulate technological and managerial skills and boost domestic savings and

foreign exchange.

The other types of finance from external sources are generally debt

creating, volatile and their returns depend on the performance of the projects

funded by the investors. Due to the above reasons Foreign Direct Investment

(FDI) inflows are suitably chosen over other forms of finance for developing

countries. It also supplements international trade and transfer of knowledge,

skills and technology. Developing countries have generally given preference to

FDI as this is considered more stable and related to growth considerations

(Haddad and Harrison, 1992; World Investment Report, 1999). Second, developing

countries have been in competition in increasingly wooing FDI. In the 1990s, for

example, of all variations to bilateral investment treaties about 95 percent have

been in favour of further liberalizing entry norms for FDI (World Investment

Report, 1999). Third, FDI is now viewed as a major source of technology for

developing countries in particular (World Investment Report, 1999; Aitken and

Harrison, 1999).

The economy gets a number of advantages through FDI inflows or

presence of multinationals which are otherwise not available in most of the

developing economies. First, domestic firms can benefit from the presence of

multinationals in the same industry, leading to intra-industry or horizontal

spillovers through the movement of workers within industries, demonstration

effects, competition effects, and so on. Second, there may be spillovers from

multinationals operating in other industries, leading to vertical spillovers. Third,

multinationals lead to improvement in export competitiveness of domestic firms.

Fourth, multinational corporations lead to generation in employment opportunities

for domestic labour and improvement in their skill efficiency. Dissemination of

technical knowhow is also an important advantage, which multinational firms

provide in order to improve the productivity levels. Last but not the least,

increase in financial resources helps in filling the gap between domestic savings

and investment, hence lead to economic development.

There are a number of channels which lead to technical transfer of

knowhow. Creation of new knowledge through investment in research and

development is considered as the major source of technical progress and hence

growth (Romer 1990).In the case of Newly Industrialised Countries (NICs),

technology was found to be an important catalyst in fostering their spectacular

growth (Nelson and Pack 1999). Though the effects of FDI to domestic economy

through technology transfer are significant yet not automatic (Te Velde, 1999;
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Blomström and Kokko, 2003 and OECD, 2002, Chapter 5).

Large number of empirical studies has found that there exists strong

correlation between FDI and technological development. It has been noticed

in various studies that FDI comes out to be a significant medium for overall

industrial development of the host country. This, in turn, is often interpreted

as the host country must be capable of absorbing the new technology

manifested in FDI (Blomström et al., 1994). Also, a further common finding

is that when the technological gap between local and foreign enterprises

is not very large, and crowding in of FDI and technology transfer is more

likely when the level of human capital is higher, maximum technological

spillovers from FDI occur (Borensztein, et al., 1998 and OECD, 2002). As the

OECD (2002, Chapter 3) concludes," Apparently, developing countries need

to have reached a certain level of educational,  technological and

infrastructure development before being able to benefit from a foreign

presence in their markets. An additional factor that may prevent a country

from reaping the full benefits of FDI is imperfect and underdeveloped financial

markets (p.69)".

Foreign direct investment is normally described as active role of a foreign

investor in the risk capital of an existing or a new undertaking and also having

a say in the management. The most common form of FDI flow is through

participation in risk capital of the host country's joint stock companies (as per

OECD/IMF recommendations). Every now and then foreign direct investment

(FDI) is seen as a locomotive to economic growth and development, an

assumption that has led many governments around the globe to try to allure

multinationals by providing lucrative financial incentives. International trade or

foreign direct investment (FDI) inflow affects a local firm's activities in number

of dimensions. Recently the FDI inflows have become important in the

development of local firms as well as for the country because of the linkage

effects.

Foreign investment is now identified as a mine of scarce capital,

technology and managerial skills that were observed to be necessary in an

open, competitive and world economy. The Government of India saw FDI as a

potential non-debt creating source of finance and a bundle of assets, viz.,

capital, technology, market access (foreign), employment, skills, management

techniques, and environment (cleaner practices), which could solve the issues

of low income growth, shortfall in savings, investments and exports and

unemployment. One of the dominating arguments in favour of FDI suggests

that FDI would also support India in the growth of production and trade and
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increase opportunities to increase the benefits that could be drawn from

greater integration with the world economy. In nutshell, FDI would broaden

the opportunities for India to participate in international specialization and

other gains from trade. Besides FDI, export orientation has also been hailed as

an engine of growth.

In the Newly Industrialized Economies, (NIEs : Singapore, Hong Kong

and Taiwan) successful economic development has been attributed to these

economies' success in pursuing an export led growth strategy (Kohpaiboon,

2007) and an increased participation of foreign investors in Asia. In case of

India, adoption of new economic policy was importantly the part of the IMF and

World Bank condition that the Government of India must resort to macro-

economic reforms and structural adjustments in order to be bailed out from the

severe economic crisis in 1990-91(UNCTAD 1999). Consequently, in mid-1991 the

Government of India resorted to full-fledged macro-economic reforms and

structural adjustments with the new economic policy.

Despite the fact that there are gist voices of dissent echoing the familiar

concerns with enhanced foreign participation in the economy, the new initiatives

have had a favorable reception. Indeed, the often heard lament is that FDI inflows

are low with respect to the size of the economy, it is only 5 per cent of gross

domestic capital formation. Also, these actual inflows are much less than

approvals (around 21 percent of approvals amounting to $54 million between the

years 1991-98). Alternatively, China resorted to the policy of liberalisation in

mid-80s has achieved much of the economic development by the end of this

century. The varying composition of the Chinese and Indian diaspora, in fact,

provides one reason for the differences in the volume of FDI the two countries

have allured as being shown in the Table 1.

China is a country which receives maximum FDI in the world because

of the policy regime and investment-friendly environment for foreign investors.

India is at the second rank in terms of a destination which has attracted

maximum foreign investment in the recent past. The Table shows there are

huge gaps between foreign investment in India and China. The argument behind

the high investment in China is chiefly from the residents of East Asian

countries including Hong Kong. This may be so, but there is no reason to

dismiss diaspora investments as inferior to those from other sources, a sort of

quasi-FDI, as one commentator puts it (Wei, S 1999). Up to the extent the

diaspora does bring in knowhow and technology, they do make a input to the

growth process.
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Table 1

Realized FDI in India and China (in US $ billion)

Period China India

1979-90 20.6 1.5

1991 4.4 0.1

1992 11.0 0.1

1993 27.5 0.3

1994 33.8 0.6

1995 73.3 1.3

1996 41.7 2.1

1997 45.3 2.8

1998 45.5 3.6

1999 40.4 2.5

2000 42.1 2.2

2001 48.8 2.3

2002 55.0 3.9

2003 53.5 2.1

2004 60.6 3.2

2005 60.3 4.6

2006 63.0 11.12

2007 74.8 15.9

2008 92.4 37.1

2009 98.9 27.0

2010 NA 21.0

2011 NA 27.8

2012 NA 22.8

Note : Financial year for India is from April-March

Source : China - PRC Ministry of Foreign Trade and Economic Cooperation

India - 1979-90 World Bank database, 1991 onwards Economic Survey.

Ministry of Commerce of the People's Republic of China.

The openness of China has offered chance to enhance their trade and

investment and shift their business interests to the mother country to take gain

of relatively low cost labour and land. India has long opted for the portfolio
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spread of investments principally bank deposits, the sudden withdrawals of such

investments was one of the dominating reasons for the economic crisis India

experienced in 1991. From the above Table 1, it is evident that FDI inflows in

India were comparatively low as compared to China. In 1991, China was almost

receiving 44 times more FDI in terms of US $ as compared to India. Though by

the end of last century, the gap has been shortened by 19 times as compared to

India. The flows of investment received by India were not sufficient for the

formation of capital and economic development of the nation. After more than a

decade, the first and second-generation reforms have created conducive and

boosting surroundings for foreign investment in India. Half of FDI inflows to

the developing world, propelled largely by an increase in registered Greenfield

projects, are accounted by India and China. The FDI inflows have increased in

India in the last decade. All these efforts have made India the second desired

destination in the world for foreign investment after China.

The Post-1991 Phase

After July 1991, the country has opened up its doors for foreign

investment as most other developing countries have done but probably a little

belatedly. The phobia of flag following trade was excessively dominant in India

and there were some regulatory measures such as ceiling on equity, entry

barriers to certain industries, export obligations, phased domestic

manufacturing programme, ceiling on royalty and other payments etc. have

lead to less foreign investment and consequently less economic growth.

Following a restrictive policy towards FDI over the four decades with a varying

degree of selectivity, India changed its tracks in 1990s and embarked on a

broader process of reforms structured. Relaxation of controls over FDI

constituted a significant plank of the wide ranging economic reforms introduced

in 1991 is shown in Table 2.

During that time period, the three significant reforms done by the Indian

Government were abolition of the licensing requirements governing domestic

investment, reduction in tariffs on imports and recreation of controls over FDI.

The most important changes in the foreign investment regime included

automatic endorsement of FDI up to 51 percent of equity ownership by foreign

firms in a group of 34 technology concentrated industries, a case by case

deliberation of applications for foreign equity ownership up to 75 percent in

nine sectors, generally relating to infrastructure, and the streamlining of

procedures relating to approval of investment applications in general.
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Relaxation of controls over the extent of foreign ownership of equity signals

a foremost disappearance from the earlier regime, although foreign ownership

of equity over and above 50 per cent was subject to the requirement that

the investors should balance all outgoings of foreign exchange on account

of their operations with export earnings over a seven year period. The

reform package, as a whole, heralded a removal from the former deregulated

regime (Kathuria 2000).

Although the increased foreign participation in the economy created

strong voices of divergence echoing the recognizable concerns , yet the new

initiatives have had a sympathetic retort. By the end of this century, the FDI

inflows almost augmented by 20 times as it was in 1991 as shown in the Table

provided below. Total FDI inflows in India from 1991-2000 are shown below in

Figure 1.

Table 2

Major Economic Reforms in INDIA

Prior to 1991 Post-1991(Reforms)

(a) Industrial licensing reserved several (a) Abolished with a few exceptions.

industries for the public sector.

(b) MRTP act restricting corporate (b) Relaxed.

investment.

(c) Imports subject to quotas and tariffs. (c) Removal of quotas and substantial

lowering of tariffs.

(d) Restrictions on FDI, foreign equity (d) Many sectors opened up to FDI,

discouraged. automatic approval of foreign equity

up to 51% in many sectors.

(e) Control over foreign exchange. (e) Largely liberalized current account,

although restrictions on capital account

remain.

(f) Ban on foreign portfolio investment. f) Relaxed rules.

(g) Substantial capital market reforms. (g) Severe restrictions on the timing and

pricing of capital issues

(h) Interest rate ceilings, subsidized (h) Ceilings largely removed, subsidized

lending. lending reduced.

(i) Access to foreign technology restricted. (i) Policies relating to technology relaxed.
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Source : Various issues of SIA Bulletin

India has brought about a paradigm shift in its policy during the post-

liberalisation period by gradually removing restrictions on FDI inflow. During

the period 1991 to March 2004, there has been impressive increase in the amount

of Foreign Direct Investment approvals. The post-liberalisation era has also

witnessed a shift of foreign ownership from minority to majority foreign

ownership.

The liberalization policy has consistently helped in increasing the FDI

inflow into India. The increased inflows of FDI into the Indian economy have

led to the extension of cross-border production by multinational enterprises and

their networks of closely connected firms in India. Another initiative of

Government of India to smoothen the foreign investment and expansion of

foreign trade in the form of a board known as Foreign Investment Promotion

Board (FIPB). The constitution of FIPB has led to increase in FDI inflows in

the country. It is evident from the Figure 2 that FDI inflows have increased

almost 19 times in the year 2012-13 than it was in the year 2000-01. The amount

of FDI inflows decreased in the year 2002-04. But after 2005 the amount of FDI

inflows has shown incredible growth. During the global recession period, India

remained one of the favorite destinations of foreign investment. It reveals that

foreign investors are now finding India as the most striking destination for

investment.

Figure 1 : India's FDI Inflows since 1991-2000
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Source : Various issues of SIA Bulletin

There has been an impressive increase in the amount of Foreign Direct

Investment approvals, but actual inflows against these approvals have been

small. FDI approvals, too, have shown a declining tendency during the period

2000-01 to 2003-04. Hence, there is an urgent need to make efforts to identify

the causes for decline in FDI approvals as also for slow realization of

commitments. It has been observed that the preference of foreign firms has

been more in favour of portfolio investment which has been of volatile nature.

This is not a healthy trend. Moreover, Foreign Direct Investment is more

dependable than portfolio investment. NRIs, too, have contributed a very small

proportion of FDI inflows. Another disquieting trend observed during the post-

liberalisation period is that the share of India in direct foreign investment is

very low when compared with other developing countries like China, Brazil,

Mexico, Hong Kong, Singapore etc. This indicates that India has not been

able to benefit from foreign direct investment despite the red carpet spread by

it for the foreign investors. In order to further improve its economic

environment for foreign entrepreneurs, the government announced a revised

FDI policy in March 2005. As per this new policy initiative, the decision to

allow FDI up to 100 per cent foreign equity under the automatic route in

townships, housing, built-up infrastructure and construction-development

projects was made. The year 2005 also witnessed the enactment of the Special

Economic Zones Act, which opened further avenues for the involvement of

foreign firms in the Indian economy.

Figure 2 : FDI inflows in India from 2001-2013
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Table 3 shows the FDI inflows from the year 2000 to 2012 in US $

Millions. It exhibits the fact that the percentage growth of FDI was the highest

in the year 2006-07 which is 146 percent. This is majorly because of the reason

that GDP was also high during this period. The percentage growth of FDI was

the lowest in the year 2009-10, which is just 8 percent. The reason behind the

lowest growth in the decade was because of global recession. Most of the

countries were facing economic crisis. Due to the risk caught up in the

investment, they are not paying attention in foreign direct investment in most of

the developing economies.

To sum up, it is presumed that FDI acts as panacea for the developing

countries. Developing economies are always in lack of domestic finance. So, FDI

act as a non-debt is creating source of finance for the long-term economic

development of the economy. Government of India has also seen it as a magic

concoction to all its economic problems which had arisen in the year 1991.

Table 3

India's FDI Inflows and its Growth since 2000-2012

Year FDI Inflows % Age of Growth over Previous

(US $ mn) Year (in US $ million terms)

2000-01 4,029 –

2001-02 6,130 (+) 52 %

2002-03 5,035 (–) 18%

2003-04 4,322 (–) 14%

2004-05 6,051 (+) 40%

2005-06 8,961 (+) 48%

2006-07 22,826 (+) 146%

2007-08 34,835 (+) 53%

2008-09 41,874 (+) 20%

2009-10 37,745 (–) 08%

2010-11 34,847 (+) 34%

2011-12 46,847 –

Cumulative Inflow Since, 2,53,502 –

April 2000-March 2012

Source : RBI Bulletin May 2012 date 10.05.2012 (Table No. 44 FOREIGN

INVESTMENT INFLOWS)
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Abstract

Kashmir, which is known for its composite culture of the people (Kashmiriyat)

all over the world had to the cataclysm that visited Kashmir in the early 1990s and hurt

the society so deeply that the wounds are yet to heal by forcing an important

community (Pandit) to leave their motherland. There are few who held the then

Governor of Jammu and Kashmir, Jagmohan, responsible for the exodus. Some people

said Pandits left on their own because of the frightening situation in the valley. Such

people naturally emphasized how sponsored armed militancy destroyed peace and ruined

communal harmony. A few said Kashmiri Muslims did nothing to prevent the Pandit

exodus, although many felt the majority community was itself and it was impossible for

them to stop the exodus. Whatsoever, the reasons were, but the Pandits had to leave

the valley without their properties and were forced to live in the camps with no

facilities at all. Both the central as well as the state governments have taken many steps

to make the life of these Pandits better in these camps. But the government has been

firm for their return and rehabilitation in valley and for this many initiatives have been

taken. This paper will have a look at the measures taken by government for the Kashmiri

Pandits living in exile.

INTRODUCTION

The Kashmiri Pandit community is the single largest community which

got displaced from Kashmir valley to Jammu and other parts of the country. It

is believed that there were three phases of Pandit displacement from the valley.

The first phase took place between mid-1989-1990 when there were many non-
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state actors like Jammu and Kashmir Liberation Front (JKLF) who were fighting

with the Indian army for the reason of either independence or accession to

Pakistan. The Pandits were numerically less and were treated as traitors by the

non-state actors and thus, became vulnerable to the terrorists. This resulted in

the mass exodus of Pandits from the valley which started on 21st January, 1990.

Many of the displaced fled to Delhi and other parts of the country, while majority

of the community got settled in the camps established by the government in the

Jammu division of the State. The second phase of Pandit displacement took

place in March, 1997 when seven Pandits were killed at Sangrampora district

Budgam and 23 in Wandhama in the district Ganderbal by the militants. During

this phase, many prominent leaders from both the Hindu and Muslim communities

were murdered, and their families were threatened and the Pandits felt that they

have no option except leaving the homeland. The third phase started when 24

Pandits were killed in a village Nadimarg in Pulwama district in 2003. The data

regarding the displacement of Pandits due to the Sangrampora and Nadimarg

incidents is not available (Subramanian, 2005). Though the community has not

been recognised as internally displaced people by the Government of India, but

as 'migrants' but the assistance provided to them is quite better than the other

displaced groups in India (IDMC, 2010). Both the Government of India as well

as the State government has been serious in resettling the displaced community

back in Kashmir. For this, a variety of measures have been taken over the years

by means of financial assistance, relief and other initiatives. On the experimental

basis, construction of 200 flats were approved by the Government of India at

Sheikhpora in Budgam district for the return and rehabilitation of Pandits. Apart

from it, 350 transit accommodations were constructed at four districts of the

valley-Baramulla, Kulgam, Budgam and Kupwara. In 2009, the state government

constituted an apex committee under the chairmanship of Revenue Minister to

look over the return and rehabilitation policy. The State government claimed that

it had received 4,621 applications from the migrants who want to return. The

Pandit shrines at the Mattan in Anantnag district and Kheer Bhavani in Ganderbal

district have been developed into model clusters with shelter facilities. At Mattan,

18 flats and at Kheer Bhavani, 100 one room tenements have been constructed

by the state government for the temporary shelter of the pilgrims. The migration

of the Pandits from the valley had put huge pressure on the state funds as most

of the resources are used for their return and rehabilitation measures. Not only

the state but the union government has been providing every kind of assistance

to the displaced Kashmiri Pandits. The total number of families registered were

56,246, but out of it only 28,546 were entitled for the relief provided by the
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government as the remaining were either government employees or pensioners

and were getting their salaries and pensions without any stoppage. As most of

the Kashmiri Pandits migrated to Jammu and Delhi, and few of them migrated to

other states of the country, the same has been divided into three regions-Jammu,

Delhi and other states for the convenience. However, it should be noted that

the relief package does not include the construction and maintenance of camps.

Further, the amount spent on the physical and social infrastructure such as

the construction of roads and toilets, providing of drinking water and

electricity, construction of hospitals, schools and so on, has not been included

in the Table. The prices given for the ration are approximately the market value

Table 1

Estimate of Relief Extended to the Displaced People from Kashmir

Jammu Delhi Other States

Families 34305 19338 2603

Families Entitled 13378 12685 2483

for Relief

Relief Package Rs.3000 per Rs.2400 Rs.2400

(Cash) family per month

Relief Expenses/ Rs.481.6 million Rs.365.3 million Rs.71.5 million

Annum

Rations Rice - 9 kgs per month, Rice - 9 kgs, Rice - 9 kgs, (@

(@ 14 per kg) Wheat (@ 14 per kg) 14 per kg) Wheat

Flour - 2 kgs per Wheat Flour – 2 Flour - 2 kgs (@

month (@ 9 per kg) kgs (@ 9 per kg) 9 per kg) Sugar -

Sugar-1 kg per month Sugar - 1 kg 1 kg (@ 16 per

(@ 16 per kg) (@ 16 per kg) kg)

Ration Expen- Rs.25.68 million Rs.24.24 million Rs.4.68 million

diture / Annum per annum

Shelter Not included

Total Relief Exten-

ded per Annum in Rs.973 million

all the Locations

Source : Hamid, 2013 "Migration, Return and Rehabilitation of Kashmiri Pandits : State

Response".
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of the ration. Table 1 will give us an idea regarding the relief provided to the

Kashmiri Pandits and its forms, too (Hamid, 2013).

The above Table indicates that an amount of Rs 973 million has been

spent by the governments and indicates the seriousness of both the states as

well as the centre government towards rehabilitating the Kashmir Pandits.

However, the Honourable Prime Minister of India announced a package of 16.18

billion in 2008 for the return and rehabilitation of Kashmiri Pandits with an aim

that the displaced community could be resettled back in valley with security and

honour. Out of the total amount announced by the Prime Minister, Rs.7.5 lacs

per family were meant for constructing a new house or buy a new apartment

back in the valley (IDMC, 2010). The main components of the package were as

under :

Housing

During the initial period of the migration, the camps were established

by the Government at different places to overcome the difficulties of

accommodation. The camps where tents were provided to the families were

replaced by one room tenements (ORTs) and various government buildings were

provided for the accommodation of the displaced. The details of the camps

which were established for the Kashmiri Pandits in the Jammu are as :

Table 2

Distribution of Camps for the Kashmiri Pandits in Jammu

S.No. Name of Camp No. of ORTs

1. Muthi I 500

2. Muthi II 500

3. Mishriwalla 956

4. Purkhoo 1588

5. Nagrota 808

6. Battal Ballian, Udhampur 396

7. Others (Govt. Buildings, Temples etc.) 494

Total 5242

Source : Relief Organisation (Migrants), Jammu, Government of Jammu & Kashmir, 2009.

Though the measures taken by the government for the rehabilitation of

the Pandit community may not be enough, but it can be seen from the Table

that the government responded quickly to accommodate much of the displaced

Tajamul Maqbool / Indian Management Studies Journal 23 (2019) 217-224220



people either in camps or in government buildings. The camps mentioned at

S.No. 2, 6 & 7 have been closed by the government and the displaced people

living in these camps were shifted to the two room tenements (TRTs) constructed

under Prime Minister's package announced in 2004.1024 Two Room Tenement

flats were constructed at the cost Rs.51 Crores on the recommendation of the

inter-ministerial team constituted by the Prime Minister in 2004 for the

rehabilitation of the rehabilitation of the displaced community. The details of

these Two Room Tenements are as :

Table 3

Distribution of Two Room Tenements for Kashmiri Pandits in Jammu

S.No. Name of Camp No. of ORTs

1 Purkhoo 256

2 Muthi 384

3 Nagrota 384

Total 1024

Source : Relief Organisation (Migrants), Jammu, Government of Jammu & Kashmir, 2009.

Apart from the Two Room Tenements provided to the displaced people

of Kashmir, the Prime Minister in 2007 laid the foundation stone of a big

township at Jagti in Nagrota comprising of 4218 flats to accommodate the

remaining migrants living in one room tenements at various camps. The township

has been constructed on 718 kanals of land at the cost of Rs 294 crores. It is

supposed to accommodate 25000 people. The basic facilities provided to the

township include - 30-bedded hospital, 3 community centres, one higher

secondary school and two middle schools. Apart from these facilities, the

township has a separate 30 MVA power station, sewerage treatment plant, good

road connectivity and water supply (Relief Organisation (Migrants), Jammu,

Government of Jammu & Kashmir, 2009).

In 2008, a package was announced by the Honourable Prime Minister

with the aim of encouraging Kashmiri displaced Pandits to resettle back in

Kashmir. In the package, it was announced that a financial assistance of Rs.7.5

lakh per family will be provided for the repair or reconstruction of damaged

houses back in Kashmir. For those whose houses are dilapidated or unused a

financial aid of Rs.2 lakh were announced and for those who have sold their

properties during the conflict, an assistance of Rs.7.5 lakh was announced for

them to either purchase or construct a new house of their own.

Tajamul Maqbool / Indian Management Studies Journal 23 (2019) 217-224 221



Transit Accommodation

The displaced Pandits who want to return back to Kashmir will be

provided transit accommodation during the interim period when they will

undertake the reconstruction or repair work of their houses. For this purpose,

the government has built 469 transit accommodations at four places – Qazigund

Anantnag district, Sheikhpora in district Budgam, Khanpura Baramulla district

and Vessu Kulgam district in the valley. Those families who could not get transit

accommodation due to any reason would be given rental as well as incidental

expenses community (Ministry of Home Affairs, GOI).

Continuation of Cash Relief

The government in its package for the return and rehabilitation of

Kashmiri Pandits announced that the registered migrant families at Jammu and

Delhi, who are recipients of the cash relief as well as the free ration, will continue

to receive the same for a period of two years after their resettlement in the

valley.

Student Scholarships

The children of the Kashmiri Pandit families were provided with a cash

assistance of Rs.750 per month up to the age of 18 years and the same may be

extended to 21 years of age in exceptional cases. Financial assistance is also

paid to eligible students for carrying out professional degrees under the

Rehabilitation Council of J&K scheme. The States where the seats have been

reserved in professional institutions for the Kashmiri migrant students include

Delhi, Gujarat, Karnataka, Maharashtra, Punjab, Haryana and Himachal Pradesh.

The Ministry of Human Resource Development had issued guidelines that at

least one percent of the seats should be reserved for the children of Kashmiri

migrants (PSC, 2009). The UGC in 2014 had directed the universities to implement

the reservation kept for the Kashmiri migrant students. As per the communication,

there should be relaxation of ten percent in the cut-off for the Kashmiri migrant

students. Apart from it, the intake capacity should be increased to five percent

per course and at least one seat should be reserved in technical as well as

in professional institutions for the Kashmiri migrant students (The Hindu, 30

June 2014).

Employment

The package included that the educated migrant youth will be provided

with State Government jobs and the unemployed youth will be given financial

assistance in terms of loans and grants to start their own business. It was decided
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that 15,000 unemployed migrant youth will be provided with employment

opportunities. Out of the 15000 youth, the 6000 will be provided with State

Government services and to lessen the burden of the state, the Central

Government will bear the salary of 3000 youth until they get absorbed against

the regular posts in the State Government. The remaining 9,000 unemployed

youth will be provided one-time financial aid of Rs 5.00 lac of which 50% will be

grant and remaining 50% will be as loan to start their own business ventures.

The Pandit families, who were having land holdings back in Kashmir, were

provided one-time cash assistance of Rs one lac (Relief Organisation (Migrants),

Jammu, Government of Jammu & Kashmir, 2009).

Critique to State Policies

Though the successive governments at the centre and state have

claimed various policies about the return and rehabilitation of the Pandit

community, but these policies have been largely criticised by the exiled pandits

blaming that these policies are only on papers and no concrete steps have been

taken by the governments for their return to their motherland. While talking to

The Hindu newspaper, Mohan Lal, who lives in a hut at Jagti camp on the

outskirts of Jammu city, says they are living as "refugees in our own country"

for three decades but "nothing" is being done for their return and rehabilitation

by the government. Further, he continues that "Promises made and policies

adopted by successive governments for our rehabilitation have fallen flat due to

opposition from Kashmir". Like Lal, 80-year-old Soomawatis too, want, to return

home in the border district of Kupwara. She says, "I want to return and die in

my home. But nobody is fulfilling my last wish, neither the government nor my

family" (The Hindu, 11 January 2019).

In September 2017, Union Home Minister Rajnath Singh announced in

Srinagar that the central government had decided to construct 6,000 transit

accommodations for Kashmiri Pandits. But the plan to rehabilitate Kashmiri

Pandits in three composite townships in North, South and Central Kashmir was

opposed by the National Conference and separatists, BJP MLC Surinder

Ambardar said. "I feel there is a need to carve out separate homeland for the

community." Safety and security is another hurdle for the return and

rehabilitation of the pandits as over 1,900 educated youths were given

employments in Kashmir under the prime minister's job package and put up in

four different transit accommodations. But they fled following stone pelting on

their camps in Kashmir after the killing Hizbul Mujahideen division commander

Burhan Wani in July 2016 (The Hindu, 11 January 2019).
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There have been various obstacles for the return and rehabilitation of

the community, primarily safety and security. Other hurdles include the

unwillingness of the separatists to allow separate homeland for the pandits. The

political turmoil in the valley has also reduced the chances of pandits to return.

CONCLUSION

Though the measures taken by the central as well as the state

government may not be enough, but there is a phrase 'something is better than

nothing'. The state has been trying their maximum for the safe return and

rehabilitation of Pandits to their motherland. Besides many steps, the setting up

of separate colonies for Pandits have been largely criticised in the Valley. This is

seen as an Israeli ploy to create walls of hatred here, spread fire and divide the

communities by the Hurriyat leaders. They argue that the Pandits are part and

parcel of the Kashmiri society and nobody can stop them from returning to their

home land, but they are against settling them in separate colonies to maintain

the age-old harmony between the communities. It is the responsibility of every

Kashmiri irrespective of religion to make the environment feasible so that the

Pandits return and live as they used to live since time immemorial.

References

Relief Organisation (Migrants), Jammu, Government of Jammu and Kashmir, available

from: http://jkmigrantrelief.nic.in/migrantdetails.aspx

The Hindu 30/06/2014, "UGC's Directives to VCs on Admission Norms Relaxation for

Kashmiri Migrants", available from: http://www.thehindu.com/news/national/

ugcsdirectivetovcsonadmissionnormsrelaxationforkashmirimigrants/article

6163606.ece

Parliamentary Standing Committee on Rehabilitation of J&K Migrants, 2009.

Ministry of Home Affairs, Government of India, "Package for Return and Rehabilitation

of Kashmiri Migrants", available from: http://mha.nic.in/more3

Internal Displacement Monitoring Centre (IDMC) 2010, 'National and State Authorities

Failing to Protect IDPs', Available from: www.internal-displacement.org/south-

and-south-east-asia/india/2010/national-and-state-authorities-failing-to-protect-

idps.

Hamid, S. A. (2013), 'Migration, Return and Rehabilitation of Kashmiri Pandits : State

Response', International Research Journal of Social Sciences, Vol. 2(10) : 7-10.

Subramanian, K. (2005), "Minorities in Indian Polity : A Grim Tale of Discrimination,

Violence, State Impunity", Asia Times News and Features, South Asia,

Available from : http://atimes.com/2015/11/minoritiesinindianpolityagrimtaleof

discriminationviolencestateimpunity/

Tajamul Maqbool / Indian Management Studies Journal 23 (2019) 217-224224



Indian
Management

Studies JournalIndian Management Studies Journal 23 (2019) 225-234

Smart Cities for Smarter India –

Progress, Challenges and Way Forward

Jasmine Jha* and Asheref Illiyan**

* Department of Economics, Jamia Millia Islamia University, New Delhi

** Department of Economics, Jamia Millia Islamia University, New Delhi

Abstract

Smart City Mission was introduced to bring a push in the city development

process and alleviate problems caused by urbanization. It planned to make cities

well-equipped to handle infrastructure as well as environmental problems. This idea

though is influenced by smart cities from abroad, doesn't mean it is supposed to be

an exact replica of them. This is so because the definition of smart cities varies for

city to city and country to country. This variation exists because a smart city is

supposed to look at the drawback specific to that area and work in overcoming

them and pushing them further for development. They also work as goal to be

achieved by other cities.

The Government of India came up with 100 Smart Cities since January

2016. This paper  reviews the progress of smart city mission. The mission was

introduced with high hopes of developing light house cities. It focused on bringing in

smart solutions, real time information, hi-end technology and infrastructure to make a

city more efficient. This was to be done by keeping the city eco-friendly with better

electricity and water supply and improved health care and education. Since the

implementation of the Smart City Mission we have seen a lag in project completion

and implementation. To top it all, fund release and management of the program is also

facing delays. Enough priority has not been provided to health and education. All

these factors combined are posing a major hurdle for the mission. In this context, this

paper focuses on reviewing the progress of smart cities till now and identify the

challenges and way forward in its implementation.
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INTRODUCTION

The government keeps on coming up with different measures to facilitate

growth of a country in all areas for an overall growth to be maintained. In this

process, Smart Cities have been introduced for alleviating the problems caused

by the growth of urban population and accelerated urbanization. Though there

is no universally accepted definition of it because the concept of smart city

varies from city to city and country to country. Their understanding depends on

the level of development of that particular country.

Smart cities act as a light house for the aspiring cities around it. It

guides cities in a mission to improve, for example, improved infrastructure and

services, smart solutions etc. The planners aim at developing the entire urban

ecosystem by using pillars of comprehension development those are institutional,

physical, social and economic infrastructure (See Figure 1).

Source : Smart Cities Mission, Government of India, http://www.smartcities.gov.in/upload/

uploadfiles/files/What%20is%20Smart%20City.pdf

The objective is to promote cities to provide core infrastructure and

decent quality of living, clean and sustainable environment and application of

'Smart' Solutions. At an overall level, it aims for sustainable and inclusive

development. The concept of Smart Cities is not a new concept. It has existed

longer; examples of such cities areTakshila and Nalanda.

The core infrastructure elements in a smart city as mentioned by the

government are :

l Adequate water supply,
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l Assured electricity supply,

l Sanitation, including solid waste management,

l Efficient urban mobility and public transport,

l Affordable housing, especially for the poor,

l Robust IT connectivity and digitalization,

l Good governance, especially e-Governance and citizen participation,

l Sustainable environment,

l Safety and security of citizens, particularly women, children and the

elderly, and

l Health and education.

l (Source : Smart Cities Mission, Government of India, http://

www.smartcities.gov.in/upload/uploadfiles/files/What%20is%20

Smart%20City.pdf)

As we all already know, Government of India came up with 100 Smart

Cities in different rounds through a transparent and competitive procedure. First

selection of 20 cities in January, 2016 and from there onward different rounds

were held to include further more. Since then we expect to see some result from

the new policy framework. This paper focuses on reviewing the progress of the

Smart Cities till now.

OBJECTIVES

1. Review the progress of Smart Cities till present.

2. To identify the challenges and way forward in its implementation.

METHODOLOGY

The present study is based on secondary data available from the Smart

City Mission website of the Government of India and Cochin Smart City Mission

Progress website. This data is used for the basic understanding of the proposed

expenditure of the government. Also, different research papers and private

sources are referred to review the progress and understand different challenges

and way forward in its implementation.

Need for Smart Cities

Migrating for jobs and better education has led to over populating the

already existing urban areas. Due to this phenomenon, a rise in peri-urban areas

is seen. People who cannot afford to stay in the main city move to these peri-

urban areas. These are highly congested areas with lack of clarity of

physical boundaries. Neglect in monitoring physical development in these areas
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by the government causes contagious physical changes as well.

Simultaneously, agricultural lands are being indiscriminately converted

to urban use. A part of the problem is extension of slums. India's 5% of total

population and 17% of urban population lives in slums. The data states that

between 2001 to 2011 population in slums grew by 25% (Aijaz, 2016). Shortage

of drinking sources and non-existence of toilet within premises comes up as a

challenge and deteriorates the quality of living. Deteriorating quality of water

and air makes the situation worse. All in all, the quality of life is very poor. This

has led to the demand for smart cities, which will act like a guiding light for the

rest of the cities.

Progress and Challenges of Smart Cities in India

To combat these issues the concept of Smart City was introduced. The

strategy opted is Area Based Development, which includes retrofitting, Greenfield,

redevelopment and Pan City development. Through a transparent and competitive

manner, proposals were invited and cities were selected from it. The positive

aspect was that the focus of development was moving out of the concept of

only metropolitans to Tier 1 and Tier 2 cities and the selection process was

competitive and transparent. Every city had to submit a proposal and the best

were selected out of these. This competitiveness did bring out the best in these

cities.

The first round came up with 20 cities out of which top five cities are

Pune, Bhubneswar, Jaipur, Surat and Kochi. These cities are to complete the

work by 2021-22. Unfortunately, these cities are lagging behind in terms of

number of projects completed till now. Bhubneswar and Kochi had not completed

any projects till 2017, Pune had completed four out of thirty four, Jaipur had

completed seven out of forty seven and Surat had completed seven out of fifty

two projects till 2017. Surat led with over Rs 2000 crore as work in progress

(Navya, 2017).While comparing these five smart cites to smart cities like London,

Seoul etc. we see that they were able to finish the work within three to four

years. As we all already know, lag in infrastructure project not only just increases

cost but also affects the efficiency of work as well.

Total spending on the completed projects for Jaipur, Pune and Surat

comes out to be 0.8%, 6% and 2.5% of the total outlay respectively (Navya,

2017). In the year 2018, Pune went through a major cash crunch as well. Where

out of Rs 400 crores, Rs 200 crores were to be given but were failed to be

released. On 9th April 2019, Cochin Smart City Mission Progress came out with

the data regarding its progress and cost structure. This report clearly mentions
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that till now only one project has been completed and three are being

implemented and for rest either tenders are issued or Department Performance

Report (DPR) is being prepared (as seen in Table 1).

There are other challenges too. For any developing country, a long-run

growth incorporates health and education. By education, we just do not mean

primary education but knowledge, skill etc. A long run growth not only just
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Project Status Current / Awarded      09-04-2019

Projects Project Expen-

Cost diture

(in Cr.) (Cr.)

Projects Under Implementation

Solar Panels in Govt. Buildings 5.70 1.30

Walkway from Ekm Jetty to Metro Station 9.00 2.10

Public Bicycle Sharing 10.00 1.50

Project Under Implementation Total 24.70 4.90

Project Awarded

Cancer Extention Block, General Hospital 17.00

E-health Solution for General Hospital 3.71

Integrated Command, Control and Communication Centre (IC4) 64.50

Intelligent Traffic Management Systems (ITMS) 26.90

Project Awarded Total 112.11

Grand Total 136.81 4.90

Source : Cochin Smart City Mission : http://csml.co.in/progress

(See Appendix 1 for detailed figures)

Progress Summary             09-04-2019

Source of Fund No. of Project Cost Expenditure

Projects (in Cr.) (in Cr.)

Project Under Implementation 3 24.7

Project Awarded 4 112.11

Tender Issued 20 754.17

DPR Under Preparation 18 220.32

DPR to be Prepared 19 204.26

Tender Cancelled 1 4.9

DPR Prepared 5 19.8

Grand Total 70 1340.26 4.90



adopts physical agenda of infrastructure but also social agendas like education

for sustainable and inclusive growth. What we see here is that most of these

cities have focused on the infrastructure aspect of it. Though in the objective of

smart city health and education are part of it but no benchmark is either

mentioned or achieved by any of the smart cities.

Though the smart city process will use high-end technology and might

create jobs for the skilled labour force and expect them to migrate and settle

there. But for the long run development of quality education is to be prioritized

to improve on human development for future.

On the other hand, to establish Greenfield cities Indian Government is

facing another issue. An important example of it is Dholera. There are three

aspects to it. Firstly, land acquisition is always problematic for the government

of India. Secondly, the land needed for Dholera encroaches upon arable land,

unlike other countries like China who used wastelands for such purpose. Thirdly,

due to employment insecurities people owning the land like to keep it with them

for a crisis scenario. It acts like a safety net in case of any sudden loss of their

job or source of income (Chattaraj, 2015). To give up such kind of well thought

after security surely will not be easy for anyone. Therefore, the government

needs to come up with a well-defined and worked out way of compensation or

wastelands to develop before it dwells into these projects.

One important aspect of smart city is that a part of the city will be

selected to carry out the projects during the five year duration and the rest will

be governed in the usual manner. This approach can widen inequality. In that

case any part selected might not give us a good idea about inclusiveness, if the

marginalized are part of it or not cannot be determined or even if determined are

not necessarily part of it. There is no data or information on how their lives will

be improved on. Also, another aspect that has been neglected is the informal

sector, roadside sellers. The other problem here is that to provide a 24x7 facility

of water supply or electricity there might be cases of lowering its supply in the

other parts of the city (Aijaz, 2016). This has been the general trend seen for

commercial establishments such as malls. This could widen the inequality gap

further.

Last but not the least, the problem in the working mechanism. Special

Purpose Vehicles (SPV) are supposed to head these projects. In many cases,

these SPVs are either missing or keep changing frequently (Aijaz, 2016). This

can be the major reason for slowing of the development process.
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CONCLUSION

The concept of Smart Cities envisioned by the present Central

Government is timely and need of the hour. It was suggested very

enthusiastically with high hopes and has the potential to transform the urban

landscape of India if implemented properly. The progress achieved in

implementing Smart Cities projects are not upto the mark. Unfortunately,

Government is facing some challenges in its smooth implementation that need to

be taken care off. Lag in fund release, lag in project implementation, missing

SPV, land acquisition etc. have been a major roadblock in India's development

not just now, but have been existent in all the policies implementation.These

need to be taken care by the government as soon as possible for the expected

high result. Further, basic necessities like education and health shouldn't be

ignored by providing such hi-end development projects. In the long-run, overall

growth is needed. If these roadblocks are removed, then there is a scope to

develop the expected light houses for the aspiring cities.Above all, adequate

real time data must be made available so that high level research is possible on

various dimensions of Smart Cities in India.
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Table 1

ABD Project Status 09-04-2019

Sector Project Name Project Fund Status All Status of For Eexpen- Cumu-

Cost Accorded Technical Project diture lative

Account Sanction Under (Amt. %

(in Cr.) Amount Implem- in

entation Crore)

% of work

done

Urban Wallway from 9.00 SCM Project Under 9.0 9.0 24% 2.10 23%

Mobility Ekm Jetty to Implementation

Metro Station

Energy Solar Panels in 5.70 SCM Project Under 5.7 5.7 23% 1.3 23%

Efficiency Govt. Buildings Implementation

Urban Bicycle Sharing 10.00 PPF Project Under 10 10 15% 1.5 15%

Mobility Implementation

Main Intelligent Traffic 26.90 SCM Project Awarded 27.0 27.0 0%

Roads Management

Systems (ITMS)

Health E-health Solution 3.71 SCM Project Awarded 3.95% 3.95% 0%

for General

Hospital
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Health Cancer Extention 17.00 SCM Project Awarded 17 17 0%

Block, General

Hospital

Urban Integrated Comm- 64.50 SCM Project Awarded 84.7 84.7 0%

Mobility and Control and

Communication

Centre (IC4)

Energy Implementation 36.00 SCM Tender Issued 36.0 36.0 0%

Efficiency of Smart LED

Lighting

Solid Waste Smart & Improved 4.40 SCM Tender Issued 4.4 4.4 0%

& Sanitation Secondary Storage

& Transportation of

Solid Waste Using

Portable Compactor

Technology

Solid Waste Smart & Improved 3.20 SCM Tender Issued 3.2 3.2 0%

& Sanitation Mechanical Street

Sweeping at West

Kochi & Emakulam

in ABD Area

Solid Waste Litter Bins for 0.97 SCM Tender Issued 1.0 1.0 0%

& Sanitation Improvement of

Waste Segregation

in ABD Area

NMT Roads Development of 36.30 SCM Tender Issued 36.60 36.60 0%

Other Roads in

Emakulam ABD

Area

NMT Roads Development of 60.20 SCM Tender Issued 60.20 60.20 0%

Other Roads in

West Kochi in

ABD Area

Main Roads Development of 52.40 SCM Tender Issued 52.40 52.40 0%

Smart Roads in

Emakulam ABD

Area

Main Roads Development of 24.50 SCM Tender Issued 24.50 24.50 0%

Smart Roads in

West Kochi in

ABD Area

Energy Development of 58.60 SCM Tender Issued 0%

Efficiency Electrical Infra-

structure in ABD

Area
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Tourism Development of 1.10 SCM Tender Issued 1.1 1.1 0%

Dutch Palace Node

Parking Area and

Palace Street Entry

Toruism Fort Kochi Beach 1.58 SCM Tender Issued 1.58 1.58 0%

Front Improve-

ments - Part A

Vasco Square

Tourism Open Air Theatre 1.10 SCM Tender Issued 1.1 1.1 0%

(OAT) at Fort

Kochi Zonal Office

Health Out Patient & 4.65 SCM Tender Issued 5.1 4.65 0%

Admin Block, Fort

Kochi Zonal Office

Health Out Patient & 4.57 SCM Tender Issued 5.25 4.57 0%

Admin Block,

Women Child Hos-

pital, Mattancherry

Energy Smart Poles 301.58 PPP Tender Issued 301.58 301.58 0%

Efficiency

UGSS Improvement to 143.30 SCM Tender Issued 154 143.3 0%

Sewer Collection

System for West

Kochi

Solid Waste Public Toilets in 1.80 SCM Tender Issued 1.8 1.8 0%

& Sanitation West Kochi &

Emakulam Market

using Septic Tank

Park and Open Space Corri- 7.10 SCM Tender Issued 7.1 7.1 0%

Open Space dor linking DH

Ground to Manga-

lavanam (Depends

on Ecological

Senstivity)

Education Higher Secondary 4.67 SCM Tender Issued 5 4.67 0%

Block Central

Calvathy GHSS,

Fort Kochi

NMT Roads MLCP and Comm- 6.16 SCM Tender Issued 6.8 6.2 0%

ercial Complex

at Kacheripady &

2 Other Parking

Main Roads Signages 2.40 SCM DPR Prepared 5 0%

Safety and Safety & Security - 5.35 SCM DPR Prepared 5.35 0%

Security CCTV  Survellance

ABD Area

Source : http://csml.co.in/progress
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Abstract

Nowadays, banking sector plays a very important role in human life, banks

motivate people to make saving money for their future. It provides a number of facilities

to the people, banking service has become a need of the society. In the 21st century,

every sector has great challenges i.e. customer satisfaction, and being a part of the

society banks are also facing this challenges, and banks are accepting challenges very

nicely for the improvement of services and are providing innovative services to the

customers so that they can get proper benefit in this sector. The objective of this paper

is to analyze the services provided by banks, and to observe that how innovative, and

new services they are giving to the society, and to know that how much these facilities

or services are beneficial for the society and as well as banks. This paper is descriptive

in nature, and data has been collected through various secondary sources. The paper

explains the objective with the help of case study of SBI Bank. The paper concluded

that banking sector has been changing rapidly. Now technology has made tremendous

impact in banking, in 21st century dreams becomes reality. Now you can get banking

services anytime and anywhere, wherever and whenever you want, precedence banking

is an opus of banking benefits, unique investment products, personalised services and

elite life style, benefits that brings complete harmony to all your financial needs.

Key Words

Banking Sector, Customer Satisfaction, Innovative Services Financially Needs.

INTRODUCTION

Indian Banking Sector has witnessed numerous changes from

Short Communication



decades. Value creation is an essential element in the present era as market is

buyer-oriented. Most of the banks have introduced innovative techniques in

banking in order to create value for customers and to add more and more

customers in its network. Since independence, Indian banking has undergone

a huge transformation in the years. Banking sector has become a promising

sector in India, their services are upsetting to the human life and their life

style, no one can deny that now the banks are becoming inevitable for

everyone, the need and satisfaction level of people has moved beyond the

previous benchmark, and banking sector is providing lot of services to the

customers, traditionally banks were providing only saving facility to the public

and there were less number of banks available, now scenario has changed,

there are around 340 banks which are working in India, in which some public

sector banks and some are private sector banks are working. Earlier, the banks

worked only for urban side of the country, but now they are focusing on the

rural side, they are providing many facilities for upliftment of their life style

and their economic conditions, and it's happening, see how the villagers are

producing the crops and they have no fear of money lender, who were made

fool by them, but a part of these we cannot ignore the technological challenges

for every sector, and banking sector is also facing the great challenges, that's

why they are more serious about the innovation policy and strategy. This

paper deals with all the innovative strategy and the policy which are made by

banks for retention of the existing and valuable customers and the backward

section of society.

The technological evolution of the Indian banking industry has been

largely directed by the various committees set up by the RBI and the government

of India to review the implementation of technological changes. No major

breakthrough in technology implementation was achieved by the industry till the

early 80s, though some working groups and committees made stray references

to the need for mechanization of some banking processes. This was largely due

to the stiff resistance by the very strong bank employees unions. The early

1980s were instrumental in the introduction of mechanisation and computerization

in Indian banks.

Indian Banking Transformation

Since independence, Indian banks have undergone four major shifts

which can categorized as pre-reform (before 1991) and post-reform period (after

1991) :
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Pre-Reform Period

l A period of consolidation of banks up to 1966

l A period of historic expansion in both geographical and functional

terms from 1966 to mid-1980s

l A period of consolidation of branches from mid-1980s to 1991

These changes were policy-induced but not driven by market forces.

State Bank of India is India's largest commercial bank. It has a vast

network of over 9000 branches in India. The 'State Bank of India' Act was passed

in 1955, and was nationalized under SBI act in July, 1955. The main objective of

State Bank of India is extension of banking facilities on a wide scale, especially

in the rural and semi-urban areas. The State Bank Group has five subsidiaries

and offers services such as merchant banking services, factoring services, fund

management, credit card and insurance etc. Each branch of SBI is provided an

identification code which is unique to each branch. Each State Bank of India

(SBI) branch is assigned unique and different branch codes, SWIFT codes and

IFSC codes to identify the branch for a banking transaction. SBI provides banking

services with the special requirements of a particular area or community.

Therefore, the State Bank of India is India's largest commercial bank. It serves

90 million customers and it offers a wide range of banking services. Its Central

office is located at Madame Came Road, Mumbai, India. The State Bank of India

(SBI) has branches spanning all over the world. The State Bank of India and

Associates has its presence in various domains. The first domain is Personal

Banking. It is a type of banking service that is offered by banks to its consumers

rather than businesses, institutions and intermediaries. With the advancement of

technology, there has been a paradigm shift in the way of working in banking

industry. There has been a shift from traditional banking services into modern

banking services. SBI provides wide range of services to its customers meeting

their financial need in various areas.

REVIEW OF LITERATURE

E-commerce is now considered to hold the guarantee of a new

commercial revolution by offering a reasonably priced and direct way to exchange

information and to sell or buy products and services. This revolution in the

market place has set in movement a revolution in the banking sector for the

provision of a payment system that is compatible with the demands of the

electronic marketplace (Balachandher et al., 2001).

Innovations in information processing, telecommunications, and related
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technologies – known collectively as "information technology" (IT) – are often

credited with helping stimulate strong growth in the many economies (Coombs

et al., 1987).

It seems obvious then that technological innovation affects not just

banking and financial services, but also the way of an economy and its capability

for continued growth. IT is defined as the modern handling of information by

electronic means, which involves its admittance, storage, processing,

transportation or transfer and delivery (Ige, 1995).

According to Alu (2002), IT affects financial institutions by lessening

enquiry, saving time, and improving service delivery. In recent decades,

investment in IT by commercial banks has served to rationalize operations,

improve competitiveness, and increase the variety and quality of services

provided.

Financial innovation has been a central force driving the financial system

toward greater economic efficiency (Merton and Bodie, 2005). Avasthi & Sharma

(2000-01) have analyzed in their study that advances in technology are set to

change the face of banking business. Technology has transformed the delivery

channels by banks in retail banking. It has also impacted the markets of banks.

It has the most important factor for dealing with the intensifying competition &

the rapid proliferation of financial innovations.

Padhy, K.C. (2007) studied the impact of technology development in the

banking system and he also highlights the future of banking sector. The core

competencies will provide comparative advantages

OBJECTIVES OF STUDY

The objectives of study are :-

(i) To analyse the technological innovation initiative of selected bank,

with special reference to SBI Bank.

(ii) To analyse the parameter that how the innovation are profitable for

the society as well as banks.

(iii) To analyze available sources and the level of awareness of people

regarding technological services by SBI Bank.

RESEARCH METHODOLOGY

This is the conceptual one with detailed review of literature for the

purpose of study. The official website of banks was considered along with the

additional literature. The period of the study was two month where the sample

sizes were 50 customers. Journals and research papers were also considered
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during the study, there was a personal interview from the bank's employees

regarding their services.

DATA ANALYSIS AND INTERPRETATION

Various Forms of Technological Innovations (Electronic Delivery Channels)

This segment describes the various forms of technological innovations

or electronic delivery channels adopted by banks. Technological innovations

have been identified to contribute to the distribution channels of banks. The

electronic delivery channels are collectively referred to as Electronic Banking.

Electronic bankers now see a kind of development in their business, partly,

because the world has taken a quantum jump in the use of technologies in

the last several years. The various electronic delivery channels are discussed

below :

S. Services Description

No.

1. Automated Teller ATMs were introduced to the Indian banking industry

Machines (ATMs) in the early 1990s, initiated by foreign banks. Most

foreign banks and some private sector players

suffered from a serious handicap at that time-lack of

a strong branch network. ATM technology was used

as a means to partially overcome this handicap by

reaching out to the customers at a lower initial and

transaction costs and offering hassle free services.

2. Phone and Mobile Phone and mobile banking are a fairly recent

Banking phenomenon for the Indian banking industry. There

exist operative guidelines and restrictions on the

type and quantum of transactions that can be

undertaken via this route. Phone banking channels

function through an Interactive Voice Response

System (IVRS) or tele-banking executives of the

banks. The transactions are limited to balance

enquiries, transaction enquiries, stop payment

instructions on cheques and funds transfers of small

amounts (per transaction limit of Rs 2500, overall

cap of Rs 5000 per day per customer).

3. Internet Banking Internet banking poses high operational, security

and legal risks. This has restrained the development
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of internet banking in India. The guidelines

governing internet banking operations in India

cover a number of technological, security-related

and legal issues to be addressed in relation to

internet banking. According to the earlier guidelines,

all internet banking services had to be denominated

in local currency.

4. Branch Networking Networking of branches is the computerization and

inter-connecting of geographically scattered stand-

alone bank branches, into one unified system in the

form of a Wide Area Network (WAN) or Enterprise

Network (EN); for the creating and sharing of

consolidated customer information/records.

5. Satellite Banking Satellite banking is also an upcoming technological

innovation in the Indian banking industry, which is

expected to help in solving the problem of weak

terrestrial communication links in many parts of the

country. The use of satellites for establishing

connectivity between branches will help banks to

reach rural and hilly areas in a better way, and offer

better facilities, particularly in relation to electronic

funds transfers.

6. Card-Based Among the card-based delivery mechanisms for

Delivery Systems various banking services, are credit cards, debit

cards, smart cards etc. These have been immensely

successful in India since their launch. Penetration

of these card-based systems have increased

manifold over the past decade. Aided by expanding

ATM networks and Point of Sale (POS) terminals.

7. Payment and The innovations in technology and communication

Settlement Systems infrastructure in recent years have impacted banks

in a large way through the development of payment

and settlement systems, which are central to the

major portion of the businesses of banks.

8. Cheque Truncation Truncation is the process of stopping the movement

System (CTS) of the physical cheque which is to be truncated at

some point en-route to the drawee branch and an

electronic image of the cheque would be sent to the
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drawee branch along with the relevant information

like the MICR fields, date of presentation, presenting

banks etc.

9. Electronic Clearing The Electronic Clearing Service (ECS) introduced by

Service the RBI in 1995, is akin to the Automated Clearing

House system that is operational in certain other

countries like the US. ECS has two variants- ECS

debit clearing and ECS credit clearing service. ECS

credit clearing operates on the principle of 'single

debit multiple credits' and is used for transactions

like payment of salary, dividend, pension, interest

etc. ECS debit clearing service operates on the

principle of 'single credit multiple debits' and is used

by utility service providers for collection of

electricity bills, telephone bills and other charges.

10. Electronic Funds Electronic funds transfer mechanism began with the

Transfer Systems Electronic Funds Transfer (EFT) System. The EFT

System was operational zed in 1995 covering 15

centres where the Reserve Bank managed the

clearing houses.

Special EFT (SEFT) scheme, a variant of the EFT

system, was introduced with effect from April 1,

2003, in order to increase the coverage of the scheme

and to provide for quicker funds transfers. SEFT was

made available across branches of banks that were

computerised and connected via a network enabling

transfer of electronic messages to the receiving

branch in a straight through manner (STP

processing). In the case of EFT, all branches of

banks in the 15 locations were part of the scheme,

whether they are networked or not.

11. RTGS The other payment and settlement systems deployed

were mostly aimed at small value repetitive

transactions, largely for the retail transactions. The

introduction of RTGS in 2004 was instrumental in

the development of infrastructure for Systemically

Important Payment Systems (SIPS).
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Parameters of Innovation in SBI Bank

l My Account My Number is a unique proposition which enhances

the convenience and flexibility that is available in their extensive

range of products. The freedom to choose the number of customer's

choice for the account a customer opens with the bank. The chosen

account number may be a specific pattern, a lucky number, favourite

combination or just something simple to remember.

l My Premium Numbers – Any one of the premium numbers we

have available.

l My Favourite Number – Choose 8-10 digits out of a available

of 10 digits

l My Lucky Number – Your account number could be a lucky

sequence, lucky sum of digits.

l Summer Swipe Special – Debit Card Offer: At SBI Bank, they

constantly strive to provide the customers with the best and latest

in financial services. This unique and first of its kind "combo" offer

in the Indian Banking industry has been custom-designed for and

is being exclusively offered to existing SBI customers only.

The Super Saver pack offers the convenience and flexibility of covering

multiple financial needs through a simple and transparent manner. This smart

decision not only saves valuable time but also helps avoid the hassle of dealing

with multiple providers.

Figure 1 : Awareness of People Regarding Technological Service Provided by the

Bank While Opening an Account

23%

44%

33%

Fully Aware

Had an Idea

No Idea
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As seen from Figure 1, overall percentage of service class people having

complete knowledge about technological services provided by the bank, while

opening an account 44% are fully aware, those having some idea about it, is

33% and the percentage of people having no awareness of technological services

provided by the bank is 23%. It can reasonably, be concluded that nearly 60%

of the population is having awareness about e-banking service

Figure 2 : Sources from which the Respondents get the Knowledge about the

Technological Services

As seen from Figure 2, it indicates the percentage distribution of

awareness avenues, the major are in favour of personal visit, which score 35%

among different avenues such as personal visit, executives of the banks,

advertisements. While the least score is for friends and relatives and that of

other sources

35%

28%

24%

10%

3%

Sources of Awareness about Technological Services

Personal Visit

Executive from Bank

Advertisements

Friends / Relatives
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Figure 3 : Awareness of Technological Services

Relative Awareness about Technological Services

ATM

Debit Card

Credit Card

27%

17%

13%

10%

13%

20%

As seen from Figure 3, technological service constitutes services

provided in terms of ATMs, Debit Card, Credit Card, Phone Banking, Mobile

Banking, Internet Banking etc., of which the first six have been covered. Amongst

these ATM scores the largest used service status (27%) as indicated . Close on

the heels is Debit card (17%), Credit card (13%), while phone banking lags

behind by scoring the least i.e., 10%.

Figure 4 : Users of E-banking Services

Usage of Technological Services

70%

30%

Users

Non-Users

As seen from Figure 4 which shows that among those who are aware

accounts for 20 in number and about 21 persons use technological banking

services, which is 30% of total population, are non-users.
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CONCLUSION

The usage of technological banking service is all set to increase among

the service class. The service class at the moment is not using the services

thoroughly due to various hurdling factors like insecurity and fear of hidden

costs etc. So, SBI should come forward with measures to reduce the

apprehensions of their customers through awareness campaigns and more

meaningful advertisements to make technological banking popular among all

the age and income groups. Further, with increasing consumer demands, banks

have to constantly think of innovative customized services to remain

competitive. Technological Banking is an innovative tool that is fast becoming a

necessity. It is a successful strategic weapon for banks to remain profitable in a

volatile and competitive marketplace of today. In future, the availability of

technology to ensure safety and privacy of e-transactions and the RBI guidelines

on various aspects of technology based banking will definitely help in rapid

growth of internet banking in India.
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