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A COMPARATIVE ANALYSIS ON CUSTOMER SATISFACTION WITH
REFERENCE TO PUBLIC SECTOR AND PRIVATE SECTOR TRAVEL
OPERATORS IN TOURISM MANAGEMENT OF M.P.
Shubhangi Jain*
Customer service is one of the integral parts of transport operators and it defines future of any Travel
Industry. In travel industry, the whole range of activity and generation of Income revolves around
the customer. From a very comfortable and peaceful environment, now the Indian travel industry is
characterized by stiff competition for the customers satisfaction and profit war between different
categories of Transporters i.e. (Public Travel Operators vs. Private Travel Operators). Simple random
sampling technique is used and sample size is 180. Survey is conducted from November 2016 to May
2017. Respondents from spots of Pachmarhi, Indore, Mandu, Ujjain, Maheshwar, Bhopal, Sanchi
and Omkareshwar are taken in this study and role of transporters in managing tourism is analyzed
on the basis of responses obtained from tourists availing travel operators facility. MP State Tourism
Development Corporations travel operators are taken in public sector and others are taken in Private
sector operators. This paper analyses the role played by Public sector and Private sector travel operators
in management of tourism in M.P. based on percentage analysis and independent sample t-test. The
result showed that there is significant difference between service quality of public and private sector
travel operators.
Keywords: Customer Satisfaction, SERVQUAL, Assurance, Reliability, Responsiveness, Physical
Facilities, Empathy.

INTRODUCTION
The Travel Industry is a broad category of
fields within the service industry that
involves ticket booking, transportation,
lodging food, sightseeing, and additional
fields within the tourism industry. The travel
industry is a multibillion-dollar industry that
depends on the availability of leisure time
and disposable income. A travel industry is
a private retailer or public service that
provides travel and tourism related services
to the public on behalf of suppliers such
as activities, airlines, car rentals, cruise
lines, hotels, railways, travel insurance,
and package tours. In addition to dealing
with ordinary tourists most travel agencies
have a separate department devoted to
making travel arrangements for business
travelers and some travel agencies specialize
in commercial and business travel
only. Usage rate, or its inverse vacancy
rate, is an important variable for the travel
* Research Scholar, Devi Ahilya Vishwavidyalaya, Indore

industry. Just as a factory owner would wish
a productive asset to be in use as much as
possible (as opposed to having to pay fixed
costs while the factory is not producing), so
do travel operators seek to maximize the
number of customers they process in all
sectors. This led to formation of services with
the aim to increase usage rate provided
by tour operators.
Travel industry is a big stakeholder and plays
a very important role in management of
tourism in M.P. Travel operators whether
Public sector (MP State Tourism
Development Corporation) or Private sector
(Travel agents) has equal contribution in
increasing or enhancing tourism activity in
M.P. Travel operators do their best to make
journey a comfortable, provides qualitative
services to satisfy customers or tourists so
that tourist arrival and stay rate will increase
which will ultimately increase tourism
activity. But many a times tourists return
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dissatisfied with the services availed by them
in return of charges imposed to them for the
services. They feel overcharged as they do
not get what is actually expected. With M.P.
tourism and hospitality emerging as a chief
growth driver for services industry in M.P.,
travel sector is only poised for further
growth. Though economic slowdown has
resulted in low occupancy and average rates
for travel across certain major cities in the
state is decreased, travel sector of M.P. is still
expected to show good prospects compared
to other states.
The Government of Madhya Pradesh had
recently launched its new tourism policy,
which it claims to be the most progressive
in the country. The tourism policy includes
land banks that are ready to be offered to
private investors, including travel operators.
While a lot has happened in the state in terms
of improving the infrastructure, what is
lacking is developing the hospitality sector.
Tourism policy in M.P. is a forward thinking
policy and invites people to establish hotels
and resorts here. Presently there are 7 travel
operators out of total 921 approved tour
operators and which involve 1 Domestic tour
operator, 1 Inbound tour operator, 1 tourist
transport operator and 4 Travel agents.
REVIEW OF LITERATURE
Bapat et. al. (2015) discovered the present
level of the product offerings on the basis of
SERVQUAL dimensions. They also
attempted to compare quality of product
offerings of the selected Hotels in the region
on SERVQUAL dimensions. They said that it
will be helpful to give a wonderful insight to
the concerning organizations to identify the
gap and take leverage by offering the desired
quality products. Bakshi (2014) found that
Tourist relationship management (TRM) is a
main dimension of tourism management
and confirmed convergence of dimensions
with adequate internal reliability and validity.
Carmen et. al. (2014) indicated that to get
success travel agencies operating both locally
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as well as nationally and internationally,
should be encouraged to provide tourism
products like offering additional services and
several leisure options, easy access to
information for tourists. Mukhles and Talal
(2013) found that service quality directly
impacted tourist satisfaction. He confirmed
that service quality plays an important role
in tourism by increasing the level of tourist
satisfaction and said that there are positive
impacts of components of tourism product
on tourist satisfaction.
Ivanka et. al. (2009) also found that customer
satisfaction is totally dependent upon the
quality of services provided in hotels.
Reliability is a factor which has a big impact
on customer satisfaction. Gandolfo and Rosa
(2010) indicated that in order to be successful
in the market it is not sufficient to attract new
customers managers must concentrate on
retaining existing customers implementing
effective policies of customer, satisfaction and
loyalty. Rao and Sahu (2013) found that by
focusing on assurance and reliability, a hotel
could achieve high levels of satisfaction and
service quality. Means that the front office
staff are the nerve center of all hotels, and
the front office is essential to keep up with
what is happening at all areas of the hotels.
Kandampully and Suhartanto (2000) found
that Hotel image and customer satisfaction
with food and beverage, reception,
housekeeping, and price are important
factors in determining a customer s intention
to repurchase, to recommend, and exhibit
loyalty. Among these determinant factors,
hotel image and customer satisfaction with
housekeeping are the major considerations
when customers repurchase, recommend,
and exhibit loyalty. Customer loyalty
depends, not only on the hotels ability to
increase customer satisfaction in terms of
service performance, but also on its ability
to establish a favorable image. Moreover,
various aspects of the hotel operation,
including the seven services marketing
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variables (product, place, price, promotion,
people, process, and physical evidence) may
directly affect the hotel image. Hence, it is
crucial that the seven services marketing
variables are managed and marketed in
accordance with the hotels image.
Kim et. al. (2013) proposed that customer
delight possibly produces greater customer
loyalty than satisfaction and also hotels strive
to meet the expectations of the hotel
customers through provision of excellent
services in pursuit of customer satisfaction,
and the customers appreciate this by
becoming not only regular, but also loyal
clients, hence good performance of the
hotel. Forozia et. al. (2013) proved that service
quality is the most significant factor affecting
the customer satisfaction. This study also
proved that customer satisfaction is a key
factor that leads the hospitality industry to
success and gain competitive advantages and
shall assist the hospitality management to
recognize their flaws and minimize the
factors causing dissatisfaction among the
tourists. Sun and Kim (2011) suggested that
the impact of customer satisfaction is only
reflected in the return on equity (ROE) which
is proxy of a firms profitability. They also
indicated that marketing strategy for
customer satisfaction affects a firms shortterm profitability in the hospitality and
tourism industry.
OBJECTIVE
l

l

To analyze the contribution of public
sector and private sector travel
operators in increasing image of
tourism in M.P.
To compare the service quality of
public sector and private sector travel
operators in M.P. for increasing tourist
arrivals.

METHODOLGY
The Study: The study is based on a survey
conducted in Madhya Pradesh with the help
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of primary data for the period of November
2016 to May 2017.
The Sample: Various private and public
sector travel operators of Pachmarhi, Indore,
Mandu, Ujjain, Maheshwar, Sanchi and
Omkareshwar are taken in this study and
their role in managing tourism of MP is
analyzed on the basis of responses obtained
from tourists availing services. Simple
random sampling technique was adopted
and 180 respondents (customers of travel
operators) constituted the sample for the
survey. It included equal proportion from
both private and public travel operators.
Tools for Data Collection: The questionnaire
is closed ended consisting of 10 parameters
in 6 key dimensions namely tangibles,
reliability, responsiveness, assurance,
empathy and cost structure. The list of
service attributes based on different service
dimensions are ranked and rated by the
customer to identify the importance of each
service attributes. All the data were collected
from tour operator customers through
Personal Interviews, Interactions with
customers of different tour operators.
Tools for Data Analysis: t-test and
percentage analysis of Factors was used to
analyze data.
HYPOTHESIS
H01: There is no significant difference in
contribution of public sector and private
sector travel operators in improving image
of tourism in M.P.
H02: There is no significant difference in
service quality of public sector and private
sector travel operators to increase tourist
arrivals in M.P.
RESULT AND FINDINGS
Out of the sample size of 180 respondents,
around 60 percent are Male and 40 percent
are Female (Table 1). Around 73 percent are
Indians and only 27 percent are Foreigners.
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This shows that fewer foreigners arrive in
M.P. (Table 2). Out of this sample size of 180
respondents, around 50 percent are taken
from Public sector hotels and 50 percent are
taken from private sector hotels (Table 3). Out
of the sample size of 180 respondents, 64
percent respondents said that private sector
increases tourism activity in M.P. This shows
that there is need for public sector operators
to take more steps to enhance tourism
activity and hence MP Tourism Department
should work for the same (Table 4 and 5).

individual customers and tour planning
including lodging, food etc. While, if we look
at accessibility, private sector excels in this.
It includes having widespread network. As
far as assurance is concerned both public and
private sector has equal contribution. In
assurance aspect public sector excels in
knowledge of routes and private sector
excels in behavior of staff.

H01: There is no significant difference in
contribution of public sector and private
sector hotels to improve image of tourism in
M.P.

1.

Comfort and Safety During JourneyIf we look into the factors like comfort
and safety during journey we find that
private sector score more in this area.
57 percent of the people using private
sector transport/ travel agency say
private sector is good as far as comfort
and safety purpose is concerned, while
only 31 percent of those using public
sector services say so. This shows that
private sector provides better comfort
and safety as compared to public sector.

2.

Knowledge of Routes- As far as
knowledge of routes is concerned route
knowledge of public sector is more than
those of the private sector
transportation agencies. It is evident
from the result that 58 percent of the
customers of public sector have given
a rating of excellent and good. Whereas
only 34 percent of the customers of
private sector have given a rating of
excellent and good. Means public
sector excels in knowledge of routes.

3.

Behavior of Staff- 32 percent of the
respondents said that Behavior of staff
in private sector is excellent and good
while only 2 percent of the respondents
find excellent and good behavior in
public sector. Means staff is properly
trained to behave with the customers
in private sector while not in public
sector.

Interpretation: Table 6 depicts that p value
is 0.008; therefore, null Hypothesis H01 was
rejected at 5 percent level of significance. It
implies that there is significant difference in
contribution of public sector and private
sector travel operators to improve the image
of tourism in M.P. Mean value of private
sector travel operators is 3.61 while in case
of public sector travel operators it is 2.96. It
implies that public sector travel operators
contribute more to improve image of tourism
in M.P. than private sector travel operators.

Interpretation of percentage analysis of
Servqual factors is as follows:

H02: There is no significant difference in
service quality of public sector and private
sector travel operators to increase tourist
arrivals in M.P.
Interpretation: From Table 7 it can be
depicted that there is significant difference
in service quality of public sector and private
sector hotels, hence, null hypothesis was
rejected. Private sector scores more in
reliability, cost, responsiveness, tangibility and
empathy aspect of SERVQUAL Scale. Means
private sector excels in providing comfort and
safety during journey, providing facilities in
exchange of amount charged, demand and
availability management, condition of
vehicles, has facilities like washrooms, water
bottles, television etc, equal attention to
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5.

Facilities Provided in Exchange of
Amount Charged- 36 percent of the
respondents using private transports
say they got good facilities in exchange
of charges imposed to them, while 30
percent of respondents which public
transports say so. This means that
private sector provides good facility as
compared
to
public
sector
transportation agencies.
Demand
and
Availability
Management- 58 percent of the
respondents says that private sector is
good in managing demand and
availability of transports. They excel in
satisfying demand of customers, while
only 24 percent of those using public
sector services say so.

6.

Tour Planning Including Lodging,
Sight Seeing and Food etc.- 62 percent
of those using private services say that
private sector provide excellent and
good services of lodging, sight seeing
and food while only 18 percent seen
such facilities in public sector. Private
sector excels in tour planning while this
is not seen in public sector

7.

Condition of Vehicles- 52 percent of the
respondents said that condition of
vehicles in private sector is excellent
and good while only 24 percent of the
respondents find vehicles of public
sector in good condition. This shows
that private sector is more concerned
in maintaining condition of vehicles

8.

Facilities like Washrooms, Water
Bottles, Television, Curtains etc. if any80 percent of the respondents said that
private sector excel in providing these
facilities while only 20 percent of the
respondents find such facilities in public
sector. This shows that public sector is
not concerned in providing extra
facilities to passengers.
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9.

Have Widespread Network- 58 percent
of those using public services say that
public sector excels in having
widespread network, while only 42
percent seen such facilities in private
sector. Network connectivity is proper
in public sector while private sector
lacks in it.

10.

Give Customers Individual Attention57 percent of those using private
services say that private sector excels
in attending customers individually,
while only 20 percent seen such
facilities in public sector. Private sector
has trained staff to provide hospitality
services to passengers.

DISCUSSION
It can be seen that out of the total
respondents, around 60 percent are Male and
40 percent are Female. Around 73 percent
are Indians and only 27 percent are
Foreigners. This shows that fewer foreigners
arrive in M.P. Equal percentage of
respondents is taken in this study that is 50
percent are taken from Public sector and 50
percent are taken from private sector. 64
percent respondents said that private sector
increases tourism activity in M.P. This shows
that there is need for public sector operators
to take more steps to enhance tourism
activity and hence, MP Tourism Department
should work for the same. There is significant
difference in contribution of public sector
and private sector travel operators in
increasing image of tourism in M.P. and
contribution is more from private sector
operators than public sector operators. When
public sector (MPSTDC) travel operators are
compared with private sector operators,
private sector scores more in maximum out
of 10 parameters considered for this study.
Private sector scores more in reliability, cost,
responsiveness, tangibility and empathy
aspect of SERVQUAL Scale. Means private
sector excel in providing comfort and safety
during journey, providing facilities in
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exchange of amount charged, demand and
availability management, condition of
vehicles, facilities like washrooms, water
bottles, television etc, equal attention to
individual customers and tour planning
including lodging, food etc. While, if we look
at accessibility, private sector excels in this.
It includes having widespread network. As
far as assurance is concerned both public and
private sector has equal contribution. In
assurance aspect public sector excels in
knowledge of routes and private sector
excels in behavior of staff.
IMPLICATIONS
Present study will be useful for the travel
operators who are associated with tourism
management and it will serve very beneficial
for them to change the pattern of their
current services. They can adopt suggested
points and improve their services to increase
customer satisfaction. It will also be helpful
for tourism department as it provides them
the idea about the available and requirement
of travel operators for tourism purpose;
hence, they can plan accordingly and can
approve more travel operators to satisfy
tourists with better travel facilities. Present
study is also helpful for Government which
provides them the idea that there is need of
investment of funds in approving more
travel operators and improving service
facility.
SUGGESTIONS
If the following suggestions are followed by
private and public sector travel operators, it
will increase their contribution in
management of tourism in M.P. and
ultimately it will be a boost for the M.P.
Tourism industry:
Suggestions for Private Sector Travel
Operators
Knowledge of routes and behavior of staff
should be improved. Staff should be
knowledgeable about the services offered.
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Staff members should apologies for mistakes.
Customers instructions should be carried out
carefully. Operation time should be reduced.
Complaint should be handled then and
there. Regarding complaint customers should
receive follow up contact.
Suggestions for Public Sector Travel
Operators
There is need for more public sector travel
operators, provide comfort and safety during
journey, provide facilities in exchange of
amount charged, demand and availability
management. Also there is need for
improving condition of vehicles and
providing facilities like washrooms, water
bottles, television etc. Focus should be on
improving network and tour planning
including lodging, food etc.
LIMITATIONS
Although in this study it was attempted to
cover all aspects of service quality, there may
be certain aspects that may have been
omitted or that may become relevant as new
trends in travel industry evolve. In future
research, customers may reveal new aspects
of service quality in travel industry that are
important to them, and these would have to
be incorporated in the scale so as to further
explore the concept of service quality in the
travel industry arena. Also customers of
selected travel operators are chosen for the
purpose of this study which can be increased
for future researches.
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A COMPARATIVE STUDY ON HIGHER MANAGEMENT SATISFACTION
WITH RESPECT TO MODERN AND TRADITIONAL SCM INVENTORY
METHODS IN VE COMMERCIAL VEHICLES, INDORE
Ravi Kumar*, Sonam Mathur**
The study is focused on higher management satisfaction of SCM Techniques in VE Commercial Vehicles
Ltd. Indore. In the course of the study on supply chain inventory management, data was collected
through questionnaires from nearly 50 senior supply chain executives from VE Commercial Vehicles
Ltd. Indore. The study covered traditional SCM inventory methods such as agreements, level
maintenance, traditional ordering etc to modern SCM inventory methods such as Just in Time and
ERP. The study was focused on understanding the current level of satisfaction of senior supply chain
inventory management executives in VE Commercial Vehicles with respect to the traditional methods
and modern SCM methods. The results clearly show that though modern supply chain inventory
management techniques are gaining acceptance and at the same time also provide a much better sense
of satisfaction to the senior supply chain executives at VE Commercial Vehicles, however, still at
times it is less preferred (in terms of consistency) than traditional techniques. In certain parameters
such as flexibility and ethical concepts, the level of satisfaction with traditional techniques was much
more than modern techniques.
Keywords: Higher Management, Satisfaction, Modern SCM, Traditional SCM, Inventory, VE
Commercials.

INTRODUCTION
With the advent of growing business, supply
chain management practices have evolved
and grown in various areas such as inventory
control,
sourcing,
procurement,
warehousing, inbound and outbound
transportation, and supply management.
Other crucial activities such as production
planning, forecasting, scheduling, and
customer service order processing also play
a very important role in the overall
functioning.
Supply chain management also uses a wide
range of technological improvisations such
as information systems which are necessary
to monitor all of these activities. To remain
competitive in todays demanding business

environment, companies may seek new
solutions to important issues related to
Supply Chain Management such as modal
analysis, route planning, and load planning
and distribution network design. Companies
may also face corporate challenges that
impact Supply Chain Management such as
outsourcing and reengineering globalization
(Refer Fig. 1).
Modern Supply Chain Management includes
services such as Warehouse Design Project
Management, Operational Commissioning,
Computer Simulation, Technical Seminars,
Operational Analysis and Design Materials
Handling, Distribution Strategy, Operational
Improvements, Distribution Management
and Computer Systems (Refer Fig. 2).

* Assistant Professor, Prestige Institute of Management and Research, Indore
** Research Associate, MICA, Ahmadabad
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Fig1.Traditional Supply Chain Management
Source: Robert (1995)

Fig2. Modern Supply Chain Management
Source: Rhonda, Dennis and Robert (2001)
REVIEW OF LITERATURE
Though there have been many studies on
supply chain management and satisfaction,
the study of satisfaction is primarily done on
the end customers and suppliers. Also the
comparative analysis of modern supply chain
inventory management with respect to
modern techniques against traditional
techniques was also not properly discussed
or emphasized in the previous research
work. A prime reason can be the nature of
the country as maximum researches have
been done in developed countries where
modern techniques have replaced traditional
techniques at large. India being a country
which is evolving from a developing nation

to a developed nation, till date uses
traditional techniques and modern
techniques in a ratio that best suits the
important parameters of financial feasibility
and efficiency.
This is not only a well identified research gap,
but will also help Indian supply chain
executives get a clear picture of the level of
acceptance and effectiveness of modern
supply chain techniques versus traditional
supply chain techniques. Bernon and Mena
(2013), in their study focused on supply chain
executives suggested that the needs of
supply chain practitioners have evolved from
acquiring competency based training to
obtaining support for wider strategy
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deployment and change management
programmes within organizations.
Hoek et.al. (2002) gave special emphasis on
attracting and educating the right supply
chain managers. They also focused that both
emotional capabilities and technical
capabilities can bring in the much required
change in the industry. Othman and Ghani
(2008) suggested that impact of Supply Chain
Management on the human resources
practices of local suppliers is related to the
extent of linkage the customers develop with
their suppliers. Fierro and Redondo (2008)
focusing on the suppliers supply chain
management concluded that suppliers are
able to identify elements affecting
satisfaction. Also for them to establish lasting
relationships, suppliers must identify the real
needs of companies along with giving
importance to factors such as cooperation,
communication and trust.
Min and Pheng (2005) and Koumanakos
(2008) in their study concluded that a
properly managed inventory system along
with reduction in costs of activities related
to intra- as well asinter-firm inventory
management can considerably improve an
organizations overall performance. Render
et. al. (2009) emphasized on the fact that
inventory can be as much as 50 percent of
an organizations fiscal assets. Heng et.al.
(2005) concluded in their study that supply
chain management drastically alters
inventory investment across a range of
industries. They also added the fact that it
also affects the behaviour of economic
fluctuation.
RATIONALE OF THE STUDY
This study was a comparative analysis of
factors involved in traditional and modern
supply chain inventory management
methods. The data was collected from 50
senior supply chain executives operating in
VE Commercial Vehicles Ltd. Indore. The
study in general would be highly beneficial
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for the overall industry in general for
formulating its supply chain strategy on the
appropriate basis. It would also help any
researcher who plans to widen his scope of
study related to supply chain inventory
management. This research aims to identify
appropriate methods for supply chain
inventory management.
OBJECTIVE
To compare the satisfaction level of senior
supply chain inventory management
executives at VE Commercial Vehicles Ltd.,
Indore with respect to traditional and
modern supply chain management
techniques.
METHODOLOGY
The Study: This study was comparative in
nature.
Tools for Data Collection: The data for the
study has been obtained from primary and
secondary sources. Two questionnaires,
structured close ended and based on a 5 point
Likert scale were used for primary data
collection. To meet the objective of the study,
data was required to be collected from varied
sources.
The Sample: The data has been collected
through questionnaires from nearly 50
supply chain executives operating in VE
Commercial Vehicles Ltd., Indore. To ensure
the reliability of the study, the study was
conducted over the period of 2 years in
which the executives were earlier asked
about the traditional supply chain
management executives and at appropriate
time when their companies had updated
their SCM Techniques were asked to fill the
same.
Tools for Data Analysis: To ensure relevant
results for the purview of the study, t-test
was used for data analysis in order to
generate results for interpretation.
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RESULTS AND DISCUSSIONS
H01 - There is significant difference between
Modern and Traditional Techniques in
controlling the reordering level with respect
to senior supply chain executives in VE
Commercial Vehicles Ltd., Indore.
In recording level, the lead time plays a very
important role. As per the results, the mean
score of modern techniques satisfaction is
more than the mean score of traditional
techniques satisfaction. But the variance
associated with both of them brings out the
clear picture as the variance is very high in
the case of Modern Techniques implying that
the lead time generated by the information
systems is not in sync with the real time
execution. Considering all the responses the
null hypothesis is rejected (Table 1).
H 02 - There is no significant difference
between Modern and Traditional
Techniques in managing the maximum and
minimum inventory levels with respect to
senior supply chain executives in VE
Commercial Vehicles Ltd., Indore.
While observing the mean scores of modern
techniques satisfaction and traditional
techniques satisfaction, there is no
considerable difference. However, the
relatively high variance in modern
techniques as compared to the variance in
traditional techniques may be credited to
unrealistic Economic Order Quantities
generated by the information systems. This
thus implies that the level of satisfaction of
supply chain inventory management
executives is similar when it comes to
maintaining the maximum and minimum
inventory levels be it with modern
techniques or traditional techniques.
Considering all responses the null hypothesis
is not rejected (Table 1).
H 03 -There is no significant difference
between Modern and Traditional
Techniques in hassle free preparation of
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inventory budgets with respect to senior
supply chain executives in VE Commercial
Vehicles Ltd., Indore.
The mean score of modern techniques
satisfaction is slightly higher than the mean
score of traditional techniques satisfaction.
Also the variances of both techniques is
slightly similar. This, thus implies that the
level of satisfaction of supply chain inventory
management executives is similar when it
comes in preparation of inventory budgets
be it with modern IT techniques or traditional
techniques. Considering all responses the
null hypothesis is not rejected (Table 1).
H04 - There is no significant difference
between Modern and Traditional
Techniques in terms of flexibility with
respect to senior supply chain executives in
VE Commercial Vehicles Ltd., Indore.
There is a slightly higher mean score of
traditional techniques satisfaction as
compared to the mean score of modern
techniques, when it comes to flexibility.
Although the variance of traditional
techniques is relatively higher infront of the
variance of modern techniques, it implies
that the systems bound modern techniques
in supply chain inventory management
offers less flexibility to the executives in
overall management. Considering all
responses the null hypothesis is not rejected
(Table 1).
H05 - There is no significant difference
between Modern and Traditional
Techniques in the simplification of purchase
procedures with respect to senior supply
chain executives in VE Commercial Vehicles
Ltd., Indore.
With the implementation of information
systems in purchase procedures, the overall
process in general becomes simpler. This fact
is reflected as the mean score of modern
techniques satisfaction is just slightly higher
than the mean score of traditional techniques
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satisfaction. The variances of both techniques
is show slight difference. This, thus implies
that the level of satisfaction of supply chain
inventory management executives is more
when it comes to purchase procedures.
Considering all responses the null hypothesis
is not rejected (Table 1).
H 06 - There is no significant difference
between Modern and Traditional Techniques
in the calculation of inventory turnover ratio
with respect to senior supply chain
executives in VE Commercial Vehicles Ltd.,
Indore.
The calculation of inventory turnover ratio
with both modern IT techniques and
traditional methods in core apply the same
principles, though the traditional methods
were manual in terms of data inputs i.e. there
was no automation. The mean score of
modern IT techniques satisfaction is slightly
higher than the mean score of traditional
techniques satisfaction. The variances of both
techniques is also slightly similar. This, thus
implies that the level of satisfaction of supply
chain inventory management executives is
similar when it comes to calculation of
inventory turnover ratio be it with modern
techniques or traditional techniques.
Considering all responses the null hypothesis
is not rejected (Table 1).
H07- There is significant difference between
Modern and Traditional Techniques in
accessing inventorywith respect to senior
supply chain executives in VE Commercial
Vehicles Ltd., Indore.
Accessing the inventory implies retrieving
the inventory details when needed. Hence,
if we see the mean score of modern
techniques satisfaction, it is higher than the
mean score of traditional techniques
satisfaction suggesting that the modern
techniques offer better access to inventory
though the variance associated with both of
them suggests that the consistency is slightly
suited in traditional methods. The cumulative
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variance is very high thus implying a general
significant difference. Considering all the
responses the null hypothesis is rejected
(Table 1).
H08- There is significant difference between
Modern and Traditional Techniques in
controlling inventory efficiently with
respect to senior supply chain executives in
VE Commercial Vehicles Ltd., Indore.
Even though the mean score of modern IT
techniques satisfaction is higher than the
mean score of traditional techniques
satisfaction, the high variance associated with
it brings out a clear picture that traditional
techniques offered efficient inventory
control. This can be referred to the fact that
there are certain gaps when it comes to the
real time execution of inventory
management through modern techniques.
Labour, a primary input, prefers traditional
methods over the modern techniques, hence
acting as a contributing factor. Considering
all the responses the null hypothesis is
rejected (Table 1).
H 09 - There is no significant difference
between Moder n and Traditional
Techniques in controlling being robustwith
respect to senior supply chain executives in
VE Commercial Vehicles Ltd., Indore.
In inventory management, controlling being
more robust implies the supply chain is
backed by critical parameters such as stability
both technological and financial, experience
of manpower and alternative arrangements
in case of unexpected interruption. The mean
score of modern techniques satisfaction is
slightly higher than the mean score of
traditional techniques satisfaction. Also the
variances of both techniques are slightly
similar. This thus implies that the level of
satisfaction of supply chain inventory
management executives is similar when it
comes to controlling being robust be it with
modern techniques or traditional techniques.
Considering all responses the null hypothesis
is not rejected (Table 1).
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H010- There is significant difference between
Modern and Traditional Techniques in
ethical concepts of inventory management
with respect to senior supply chain
executives in VE Commercial Vehicles Ltd.,
Indore.
The following statement truly exposes the
Indian mentality of not relying ethically on
modern techniques but on traditional
techniques. However it also shows the
gradual acceptance of modern techniques.
The mean score of traditional techniques
satisfaction is definitely higher than mean
score of modern techniques satisfaction. The
variance associated with both techniques
suggests modern techniques are also being
considered ethical by many. Hence
considering all the responses the null
hypothesis is rejected (Table 1).
H o11- There is no significant difference
between Modern and Traditional
Techniques in reducing errors with respect
to senior supply chain executives in VE
Commercial Vehicles Ltd., Indore.
In inventory management, error reduction
has always been the top priority. The errors
commonly include misplacements, scanning
and calculating errors etc. With the modern
techniques satisfaction is comparatively
higher than the mean score of traditional
techniques satisfaction which represents the
fact that the level of satisfaction is more in
modern techniques. Also the less variance
difference associated with the modern
techniques as compared to traditional
techniques implies that there is not much
difference. Considering all responses the null
hypothesis is not rejected (Table 1).
H 012- There is no significant difference
between Modern and Traditional
Techniques in cost efficiency with respect
to senior supply chain executives in VE
Commercial Vehicles Ltd., Indore.
For a critical parameter like cost efficiency,
where it was assumed that there would be a
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great difference, the results showed a
realistic picture. Cost efficiency means the
reduction of cost in general, incase of
modern techniques there is a fair chance that
the advanced IT methodologies and
machinery have put a great burden on the
cost. The mean score of both modern IT
techniques satisfaction and traditional
techniques satisfaction is roughly the same.
Also the variances of both techniques does
not show a great difference. This thus implies
that the level of satisfaction of supply chain
inventory management executives is similar
when it comes to cost efficiency. Considering
all responses the null hypothesis is not
rejected (Table 1).
CONCLUSION
The study clearly shows that though modern
supply chain inventory management
techniques are gaining acceptance and at the
same time also provide a much better sense
of satisfaction to the supply chain executives,
however, still at times it is less preferred (in
terms of consistency) than traditional
techniques. In certain parameters such as
flexibility and ethical concepts, the level of
satisfaction with traditional techniques was
much more than modern techniques. The
research was conducted in a well organized
multinational company, hence the
generalization of the results might not be
appropriate for the industry in general.
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A PRELIMINARY STUDY ON IMPACT OF GOODS & SERVICE TAX IN
INDORE CITY
Ajay Malpani*, Kshama Ganjiwale**, Dhanashree Nagar**, Atul Vora*, Anjali Malpani***
The study is aimed to see the initial impact of the GST (GOODS AND SERVICES TAX) on the
trading firms and the purchasing of the end consumer, also to find out the difference between old
Indirect Tax System and GST. The researchers have also tried out the interrelationships between
different variables like Readiness to Change, GST, Perceived Usefulness, and Trust and whether it
was beneficial for the traders and consumers as promised by the government that implementation of
GST will reduce the price of the goods and services for the end consumer. GST, also known as the
Goods and Services Tax, is defined as the giant indirect tax structure which is designed to support
and enhance the economic growth of a country. More than 150 countries have implemented GST so
far. However, the idea of GST in India was mooted by Vajpayee government in 2000 and the
constitutional amendment for the same was passed by the Loksabha on 6th May 2015 and was finally
launched at midnight on 1 July 2017 by the President of India, Mr. Pranab Mukherjee, and Prime
Minister of India, Mr. Narendra Modi. However, there was a huge hue and cry against its
implementation. It is interesting to understand how this GST regime have an impact on the consumers,
traders and manufacturer.
Keywords: GST, Readiness to Change, Consumer, Perceived Usefulness, Trust, Partial Least Square
etc.

INTRODUCTION
On 6th May, 2015, the Lok Sabha passed the
much-delayed Constitutional Amendment
Bill to introduce Goods and Services Tax
(GST), paving the way for a new bill on the
uniform tax regime, even as the Congress
Party staged a walkout in protest. The Bill
was set to be sent to a Parliamentary
committee for review by the Rajya Sabha.
The opposition Congress has said that it
favour the GST Bill, but wants the
amendments made to it by the BJP
government to be vetted by a select
committee of the Rajya Sabha, where it has
a majority.
In the Lok Sabha  the main Opposition party
walked out as the Bill was voted on clause
by clause, objecting that the changes made
by BJP have not been referred to a standing
committee before being brought to the
house. It was then launched after making

some changes required in the basic bill
because all the states were not in favour of
various provisions of the Bill, particularly in
sharing of the revenue collected through GST.
Finance Minister, Mr. Arun Jaitley vowed to
compensate states for any revenue loss and
assured that the new uniform indirect tax
rate will be much less than 27 percent
recommended by an expert panel. The
minister said, GST, which was earlier
proposed to be implemented, will subsume
Excise, Service Tax, State VAT, Entry Tax,
Octroi and other state levies. It would
provide great relief to the already tired
taxpayers.
GST is a comprehensive indirect tax levy on
manufacturing, sale and consumption of
goods as well as services at the national level.
It has replaced all the indirect taxes levied
on goods and services except on Alcoholic
products for human consumption,
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petroleum products, electricity, healthcare,
education (up to a certain extent) etc. by the
Indian Central and State governments. It is
aimed at being comprehensive for most
goods and services.

The Government was very confident to get
the bill cleared in the monsoon Session and
bring GST into effect by April 2016. Finally
in 1st, July 2017 the GST came into existence
with the elimination of indirect taxes.

It has mitigated cascading or double taxation
in a major way and paved the way for a
common national market. From the
consumer point of view, the biggest
advantage is in terms of a reduction in the
overall tax burden on goods, which is
currently estimated at 25 percent-30 percent.
Introduction of GST has also made our
products competitive in the domestic and
international markets. GST is having
transparent character and it is easier to
administer.

GST

History of GST
In 2000, the Vajpayee Government started
discussion on GST by setting up an
empowered committee, headed by Mr. Asim
Dasgupta, (Finance Minister, West Bengal).
The committee was given the task of
designing the GST model and overseeing the
IT back-end preparedness for its rollout.
Later in 2006, the then Union Finance
Minister Shri P . Chidambaram moved
towards GST in his Budget, and proposed to
introduce it by 1st April, 2010. However, the
Empowered Committee of State Finance
Ministers (EC) released its First Discussion
Paper (FDP) on the GST in November, 2009.
This spelled out the features of the proposed
GST and has formed the basis for discussion
between the Centre and the States so far. The
media and entertainment industry has been
pestering the government for lower tax rates
and freedom from multiple taxation since
many years.
The different taxes levied on various sectors
across the Media and Entertainment industry
were as high as 40 to 60 percent. It is seen
that the consumers in different states paid
different prices for the same content with
variation in the entertainment tax.

GST is applicable on supply of goods or
services. The introduction of Goods and
Services Tax (GST) was a significant step in
the field of indirect tax reforms in India. By
amalgamating a large number of Central and
State taxes into a single tax, it has mitigated
cascading or double taxation in a major way
and paved the way for a common national
market. This tax, because of its transparent
and self-policing character, is easier to
administer.
SGST and CGST for Intrastate Transaction:
In the GST system, both Central and State
taxes will be collected at the point of sale.
The CGST gets deposited with Central
Government and SGST gets deposited with
State Government.
IGST for Interstate Transaction: IGST Model
will be in place for taxation of inter state
transaction of goods and services. The scope
of IGST Model is that center would levy IGST
which would be CGST plus SGST on all inter
state transactions of taxable goods and
services with appropriate provision for
consignment or stock transfer of goods and
services. Inter-State supply of goods or
services is when the location of the supplier
and the place of supply are in different states.
Also, in cases of export or import of goods or
services or when the supply of goods or
services is made to or by a SEZ unit, the
transaction is assumed to be Inter-State. In
an Inter-State transaction, a seller has to
collect IGST from the buyer.
The GST paid on the purchase of goods and
services, to be paid on the supply of goods
and services. There should be no distinction
between raw materials and capital goods in
allowing input tax credit. The tax base should
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comprehensively extend over all goods and
services up to final consumption point on
value addition. Assessable value for all the
taxes will be same.
Taxable Person
It covers all types of person carrying on
business activities, i.e. manufacturer, jobworker, trader, importer, exporter, all types
of service providers, etc.
If a company is having four branches in four
different states, all the four branches will be
considered as TP (Taxable person) under each
jurisdiction of SGs.
A dealer must get registered under CGST as
it will make him entitle to claim ITC of CGST
thereby attracting buyers under B2B
(Business to Business) transactions.
Importers have to register under both CGST
and SGST as well.
Registration under GST
Each taxpayer has been allotted a PAN linked
taxpayer identification number with a total
of 13/15 digits.
This has bring the GST PAN-linked system
in line with the prevailing PAN-based system
for Income tax facilitating data exchange and
taxpayer compliance.
Any business in India that supplies goods or
services with turnover exceeding Rs. 20 lakh
(Rs. 10 lakh for North Eastern and hill states)
has to get registered under GST.
Rate of Tax
The Rate of GST in some countries are
Australia10 percent, France19.60 percent,
Canada5 percent, Germany19 percent,
Japan5 percent, Singapore7 percent,
Sweden25 percent, New Zealand15 percent
& Pakistan17 percent.
Earlier the govt. has levived GST tax rate to
28 percent. But now as per the 23rd GST
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Council meeting held on 10th November
2017, rates for 178 items have been reduced
from 28 percent to 18 percent.
GST Rate for manufacturers and traders
under composition scheme is 1 percent.
Reduced from 28 percent to 18 percent W.e.f.
15th Nov 2017  Shampoo, Perfume, tiles,
watches
Reduced from 28 percent to 12 percent  Wet
grinders, tanks.
Reduced from 18 percent to 12 percent 
Condensed milk, refined sugar, diabetic food.
Reduced from 12 percent to 5 percent 
Desiccated coconut, idli dosa batter, coir
products.
Reduced from 5 percent to Nil  Duar
meal, khandsari sugar, dried vegetables.
For Restaurants within hotels, and room
tariff less than Rs. 7,500 the GST rate is 5
percent. Also, the credit of ITC paid on
inward supplies cannot be taken.
For Restaurants within hotels, and room
tariff greater than Rs. 7,500 the GST rate is 18
percent and credit of ITC paid on inward
supplies can be availed.
Outdoor catering continues to be charged at
18 percent with the availability of ITC on
inward supplies.
Under this system, the consumer pays the
final tax but an efficient input tax credit
system ensures that there is no cascading of
taxes- tax on tax paid on inputs that go into
manufacture of goods.
REVIEW OF LITERATURE
According to Gooed (1956), the Report of the
India, Taxation Enquiry Commission, and
1953-54 is an important contribution to
official literature on taxation. Appointed in
April 1953, the Commission was charged with
making a thorough examination of central,
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state, and local taxation in order to determine
the incidence. According to Eigner (1959)
Indian Tax System is guided by a complex
set of laws and policies. Widespread evasion
of tax is a matter of concern. As per DasGupta, et.al. (2000) in India, some tax
structure changes were implemented to
reduce tax evasion. It included changes in
tax rate structure and deductions. There were
initial gains which could not be sustained
over time. The magnitude of the gains from
the reform were limited and failed to
significantly curtail losses from tax evasion.
Tax compliance can be improved by
implementing simple reforms in personnel
policy in Indian income tax administration.
Taxpayers voluntarily disclosing higher
income are currently assigned to special
assessment units (Das-Gupta et.al., 2004). A
series of steps were taken by the Customs
and excise Department, Government of
India, to reduce corruption and prevent
leakages of revenue in customs and excise
tax collection and administration. A proper
framework was followed. Liberalization and
simplification of laws and procedures was
implemented. It was coupled with proper
control mechanisms such as professionalized
audits work better. It reduced corruption and
enhanced revenue collection. (Jayaraman et.
al. 2005).
These fiscal and tax reforms are made which
are of interest to non-resident individuals and
foreign companies, including their
subsidiaries and associates. The Government
has recently undertaken a series of measures
to promote foreign investments, including
corporate income tax exemption or rate
reductions, tax holidays, accelerated
depreciation and investment allowances,
expansion and reinvestment allowances,
exemption from withholding taxes and
exemption from taxes on importation (Har
Govind, 2005). According to Ketkar, et. al.
2005, it is estimated that a 3 point
improvement in the Corruption Perception
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Index would almost double the tax corporate
Collection in India. Ahmed and Poddar (2009)
studied, Goods and Service Tax Reforms and
Intergovernmental Consideration in India
and found that GST introduction will provide
simpler and transparent tax system with
increase in output and productivity of
economy in India. But the benefits of GST
are critically dependent on rational design
Vasanthagopal (2011) studied, GST in India:
A Big Leap in the Indirect Taxation System
and concluded that switching to seamless
GST from current complicated Indirect Tax
System in India will be a positive step in
booming Indian economy. Success of GST will
lead to its acceptance by more than 130
countries in world and a new preferred form
of Indirect Tax System in Asia also.
Value Added Tax (VAT) is a type of indirect
tax that is imposed on goods and services.
Sometimes, when the government operates
on a budget surplus or wants to increase its
revenue in order to finance its budget deficit.
A question that arises is whether value added
tax has been a boon or misery for a
developing country like India. In one of the
most large scale reforms of the country s
public finances in over the past 50 years, India
has finally agreed the launch of its much
delayed value added tax from 1st April, 2005
at a rate of 12.5 percent. The tax rate is fixed
by meeting of different state level Finance
Minister, in New Delhi, designed to make
accounting more transparent, to cut short
trade barriers and boost tax revenues
(Tripathi et. al. 2011).
Both Direct and Indirect Taxes are affected
by inter-governmental transfers. They
inversely depend on the transfers (Dash, et.
al. 2013). According to Cnossen (2013), a
modern Goods and Services Tax (GST) would
do much to alleviate the problems of Indias
current indirect Tax system which is a serious
impediment to the formation of a single
common market and further economic
growth. The Centre and the States should
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both have access to the full GST base. Last
but not least, the system of taxation by
classification and valuation should be
replaced by a self-assessment system mainly
monitored through checks upon books of
account.

Tools for Data Analysis: Collected data was
tabulated, edited and coded using MS Excel
software. For further analysis of data, SPSS
version 24 software was used.

Kumar
(2014)
concluded
that
implementation of GST in India help in
removing economic distortion by current
Indirect Tax system and expected to
encourage unbiased tax structure which is
indifferent to geographical locations. Kamma
and Verma (2014) concluded that the new
NDA government in India is positive towards
implementation of GST and it is beneficial
for central government, state government
and as well as for consumers in long run if
its implementation is backed by strong IT
infrastructure.

The research proposes a research model to
examine the relationships between the
constructs of this research, namely GST, Trust,
Perceived usefulness and Readiness to
Change in current tax structure.

OBJECTIVES

HYPOTHESES

Therefore, this research postulates the
following hypotheses:
H1: GST have a positive effect on the user s
Trust.
H2: Trust of individuals has a positive effect
on Readiness to Change.
H 3: Trust positively affects Perceived
Usefulness.

l

To study the impact of GST post
implementation.

H4: The perceived usefulness has a positive
effect on the users Readiness to Change.

l

To ascertain the difference between
Indirect Tax System and GST System.

l

To develop a hypothetical relationship
model of GST for traders of Indore city.

Research Method: In the present study, the
author used a partial least square method
(PLS) - a good way of managing complex
data in a low-structure situation. PLS is very
appropriate when theoretical information is
low, as in the areas of GST. PLS is a good
method to assess the validity and reliability
of constructs (Wasko and Faraj, 2005). PLS is
also suitable for testing a new model (Gefen
et. al. 2011). This research proposes a new
model to develop a theoretical foundation
for trading through GST. The study used the
re-sampling method for significance testing
and bootstrapping of 500 re-samples and 237
cases per sample in order to assess the path
significance, which provides the basis for
confidence intervals allowing an estimation
of factor stability.

METHODOLOGY
The Study: To understand how the adoption
had occurred, the researchers have
conducted a survey of Indore city after the
implementation of GST.
The Sample: Individual units (traders,
manufacturers and consumers) of Indore
city.
Sample Size: 237 respondents.
Tools for Data Collection: Data was collected
through questionnaire method. A total of 500
emails and 300 questionnaires offered 237
usable questionnaires for use. Participants
ranged from 18 to 65 years old comprised of
70 percent men and 30 percent women.

RESULTS
The reliability and validity have been
checked just then further analysis is done.
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Reliability
The composite reliability, which should
exceed 0.70, had been applied to test the
reliability of the survey (Wasko and Faraj,
2005). The results indicate internal
consistencies as the rate is above 0.70. The
internal consistency, also measured by
Cronbachs alpha, is above 0.70. These results
ensure the reliability of the research (Naylor
et. al. 2012). An overview of the quality
criteria is shown in Table 1.
Validity
The research tests the validity through both
content validity and construct validity. In
content validity the study has checked face
validity by asking scholars to check the
questionnaire items. Recommendations by
these scholars have been taken into account.
Perceived Usefulness, Trust and Readiness to
Change are constructs that have frequently
been used in information systems and
finance disciplines, and the questionnaire
items were based upon the existing
literature, which increases the content
validity of the research. Convergent validity
can be ensured by assessing discriminant and
convergent validity. Discriminant validity
refers to the extent to which factors are
distinct and uncorrelated. The Average
Variance Extracted (AVE) is a criterion to
measure convergent validity and should be
more than 0.50 (Wixom and Watson, 2001;
Wasko and Faraj, 2005). AVE is a good test of
convergent validity (Naylor et. al., 2012).
Average Variance Extracted (AVE) was
computed by first squaring the factor
loadings of each item, adding these scores
for each variable and then divide it by the
number of items each variable had.
Table 1 shows the results of AVE. For the
discriminant validity, PLS (Partial Least
Square method) is a good way to ensure the
extent to which a given construct of the
model is different from other constructs. The
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square of the correlations among the
variables have been compared with the AVE
to assess the discriminant validity. Table 2
shows the square of correlation between
latent variables, ensuring the researchs
discriminant validity.
For calculating correlation, the square root
of above AVE values was calculated and then
compared the results (Table 2).
Finally, examining the factor loadings of each
indicator gives a two -fold result for
convergent validity and discriminant validity.
This has been achieved by looking at factor
loadings of an indicator, which should be
greater than the construct of it than on any
other factor. The cross-loading is presented
in Table 3, which shows that the factor
loading of all indicators is greater than the
construct of them on any other factors.
Therefore, the validity of the research has
been achieved to a satisfactory level.
Structural Model
For analysis of the data, the researcher used
SPSS IBM 24 software. The validity of the
research model was assessed by the structural
paths. The path coefficients in the research
model were positively significant at the 0.05
level. According to the results (shown in
Figure 1, the R2 of readiness to change shows
that almost 37 percent of the variance in the
readiness to change was accounted for by
Trust and Perceived Usefulness. This means
that readiness to change was affected by
trust and Perceived Usefulness. The R2 for
trust means that almost 19 percent of the
variance in trust was accounted for by GST.
In addition, the R2 for Perceived Usefulness
means that almost 32 percent of the variance
in this construct was accounted for by Trust.
The results of path coefficients show that
Trust (0.237) and Perceived Usefulness (0.439)
both have significant impact on readiness to
change.
*p < 0.05; **p < 0.01 ; ***p < 0.001
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Therefore, H2 and H4 are supported. The
effect of Perceived Usefulness on Readiness
to Change is higher than Trust (0.44 vs 0.24).
This result shows that the Perceived
Usefulness of new online tax structure
encourages people to adopt the changes
quickly. GST posed by the current
government also have a significant effect on
GST

Trust (0.428) and this effect is strong. Hence,
H1 is supported and shows that the
interconnectivities of individuals through
GST produce trust in e-Tax. Finally, trust has
a significant effect on Perceived Usefulness
(0.50). Therefore, the results support H3.
Figure 1 shows the p-value of constructs.

Trust

Readiness to Change

2

2

R =0.183

R =0.364

2

R =0.313

Perceived usefulness

Figure 1 : Results of the PLS analysis
CONCLUSION
The theoretical implication of this research
is integrating a technology acceptance model,
a popular theory in information systems,
with trust and GST to develop a model for
adoption among the consumers in the
commerce (traders, manufactures and
consumers).
Hence, this model is one that can be used as
a new concept in e-Tax structure and
commerce studies. This GST regime is an
attempt to rationalize indirect tax structure.
More than 150 countries have implemented
GST. The movement of goods has now
become much simpler across the country and
cheaper as the new regime replaced the old
system, where a product was taxed multiple
times and at different rates. Previously, tax

rates differed from state to state. GST
ensures a comprehensive tax base with
minimum exemptions, and helped industry
which will be able to reap benefits of
common procedures and claim credit for
taxes paid. GST, as per government
estimates, boosts Indias GDP by around 1
to 2 percent. Still, the government of India
should understand the GST regime set up
by various countries completely and also their
fallouts even though it has been
implemented. At the same time, the
government should make an attempt to
insulate the vast poor population of India
against the inflation due to implementation
of GST. No doubt, GST has simplified the
existing indirect tax system and has helped
to remove inefficiencies created by the
existing heterogeneous taxation system.
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A REVIEW ON HEDGE FUND STRATEGIES IN GLOBAL ECONOMY
Deepika Batra*, N. K. Totala**
Hedge funds are the Alternative Investment Funds that are still disguised in the terms of what strategies
are employed and what risk return techniques are applied for them. The Long Term Management
Capital Collapse, the financial crisis in 1997 and the continuing cycle of other crises have highlighted
the urge for better understanding of the hedge fund strategies. The present paper tries to investigate
the universe of hedge fund strategies. The investment styles of hedge funds have changed significantly
over the time over a lot of many parameters especially in respect of risk return profile. The paper also
attempts to describe various investments /trading styles adopted by hedge funds in different market
conditions and tries to explain different risk factors associated with different investment strategies
and styles so justifiably adopted by them.
Keywords: Hedge Funds, Hedge Fund Strategies, Investment Styles, Risk Return Profiles.

INTRODUCTION
Although the term hedge fund originated
from only the two, the long and short
strategy employed by the managers, the new
definition of hedge funds covers different
strategies. There is no acceptable norm to
classify hedge funds strategies (Agrawal and
Naik, 2002). Hedge funds are speculative
investment vehicles which are designed to
exploit superior information held by their
managers (Connor and Woo, 2003). A hedge
fund manager reveals full details of his
strategy only after he has decided that it is
no longer worth pursuing. Nonetheless,
hedge fund managers are not willing to
reveal their strategies usually; even if they
are to explain them, they describe the general
outlines of their strategies, in ways that do
not reveal potential profitable trading
information (Connor and Lasarte, 2004).
Hedge funds have the broadest investment
horizon as they have largest capacity to take
positions in any asset in any market. Hedge
funds have large economic trends and take
bets in whatever markets the manager feels
any offer that has the highest potential
rewards in. Hedge fund strategies are nontraditional which expose investors to a broad

range of risks which are to be fully
understood prior investing in; actually the
ability of a hedge fund manager to generate
consistent positive returns is often
accomplished through the usage of
investment strategies and securities that may
expose investors to a substantial range of
risks that are security or strategy speci?c
(Philipps and Surz, 2003). Therefore, it is
essential to understand about the various
bases of classification and their allied
strategies that are usually adopted in
different market conditions globally.
OBJECTIVES
l

To review different basis
classifications of hedge funds.

of

l

To review and explore various trading
styles of hedge funds.

l

To review different types of hedge
funds strategies and techniques in
different market conditions.

Classification of Hedge Funds
There was no consensus on a formal system
of classifying hedge funds. Hedge Fund
Research (HFR), one of the main hedge fund
databases, listed 30 separate strategies with

* Assistant Professor, Shri Vaishnav Institute of Management, Indore.
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some overlap between them. Another widely
used database, TASS Research, separated
hedge funds into 17 strategy types (Connor
and Lasarte, 2004). During implementation
of hedge funds, the process of selecting
managers, managing portfolios and
monitoring risks is a complex task. Therefore,
a variety of strategies are characterized by
hedge funds (Phillips and Surz, 2003).
l

l

Historical Roots: One interesting
division of hedge fund strategies was
according to their historical roots. Some
hedge fund strategies traced their
lineage back to the original hedge fund
industry, which was started by Alfred
Winslow Jones in the late 1940s. Others
were descendants of trading desk
strategies originally practiced only
within brokerage houses and
investment banks. Other strategies
were developed out of commodities
and futures trading particularly
currency trading. It was noted that any
attempt to establish a formal system of
classification for hedge fund strategies
was limited by the fact that these
strategies were continually changing.
As investment opportunities shifted,
hedge fund managers modified their
investment plans or design new ones
to take advantage of profit
opportunities. To illustrate, several
hedge funds began taking direct
positions in leveraged buyouts,
previously the domain of private equity
firms. The official registration started
under Securities Exchange Board of
India in the year 2012. There were
almost thirty five registered hedge
funds in India till November, 2016.
Style and Location: Hedge funds
strategy can be classified according to
both style and location. Style considered
to the type of positions the fund
manager is taking, such as going long
and short, betting on a particular type

of corporate event, or maintaining
market neutrality (Fung and Hsieh,
1997). Hedge fund portfolio includes
long equities hedged most of the time
with short sales of stocks and index
options. This strategy is the largest
category of hedge funds in terms of
numbers and assets managed (Ballew,
2002). Location based classification
considers the asset class that the hedge
fund invests in, such as fixed income,
equity, or currencies (Fung and Hsieh,
1997). Hedge funds are often
segmented according to the asset class
that they find the location of their
investment in and are called as location
differentiated, some of them trade
solely in equities; others are specialized
in fixed income or currencies (Connor
and Lasarte, 2004).
l

Domicile: The structure and domicile
of a hedge fund is primarily dependent
on the tax status and residency of its
prospective investors; and the
investment strategy employed by the
manager. Domestic hedge funds have
the advantage of allowing certain
categories of income, such as long term
gains while distributed whereas the
vast majority offshore funds are
established in low or zero tax
jurisdictions so that there is little or no
corporate level tax for the fund. Based
on domicile, hedge funds can be
classified in two broad categories:
onshore and offshore. Onshore funds
are domiciled in US and are normally
in the form of Limited Partnership,
where the manager is the general
partner and the investors are limited
partners because the investors are not
involved in the unlimited risk
assumption.

In contrast, offshore funds are established in
tax neutral jurisdictions like the British Virgin
Islands, the Bahamas, Bermuda, the Cayman
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Islands, Dublin and Luxembourg allowing
the investors to minimize their tax liabilities
by investing outside their country. One of
the more innovative offshore fund structures
that allows for combining the offshore and
onshore investors in the same investment
vehicle is a Passive Foreign Investment
Company. In such case, the offshore fund can
accept both offshore and onshore investors
but needs to always maintain at least a
majority 50 percent of offshore investors
assets in the fund. Such a unique structure
allows the manager to manage a single
portfolio and not be concerned about
allocating trades among offshore and
onshore accounts to effectively serve both
domestic
and
foreign
investors
simultaneously (Agrawal and Naik, 2002).
Trading Styles
Market Neutrality or Directional: A marketneutral strategy is a useful tool for reducing
the risk of an investment while preserving
return potential. It aims to generate returns
that are independent of the markets swings
and uncorrelated with both stocks and
bonds. The skills of the portfolio managers,
the direction of short-term interest rates and
the degree of variation among stock returns
influence the returns instead of the market
dependency (Bernstein, 2012). Non
directional strategies do not depend on the
direction of any specific market movement
and are commonly referred to as market
neutral strategies. It is important to note that
these strategies are neutral only to the first
moment, i.e. expected returns. They are not
neutral to the second moment, as in volatile
periods, liquidity dries up and convergence
is not always obtained and such arbitragebased strategies can make losses. These are
usually designed to exploit short-term
market inefficiencies and pricing
discrepancies between related securities
while hedging out as much of the market
exposure as possible. Due to the reduced
liquidity inherent in many such situations,
they frequently run smaller pools of capital
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than their counterparts following directional
strategies. Directional strategies take
directional bets and hope to benefit from
broad market movements (Agrawal and
Naik, 2002).
Systematic or Discretionary: Hedge funds
are also classified according to whether their
investment approach was systematic or
discretionary. Systematic strategies are based
on their trading on complex computer
programs whereas discretionary funds are
based on their trading decisions on the hedge
fund manager s judgment. Many funds fall
between these two extremes also (Connor
and Lasarte, 2004).
Risk Return Diversities: Hedge funds
strategies are distinguished as return
enhancer strategies and risk reducer
strategies. The distressed securities, event
driven and macro funds are regarded as
return enhancers seeking very high expected
return but also increase overall portfolio
volatility. Whereas, convertible arbitrage,
fixed income arbitrage, long/short and short
selling funds are regarded as risk reducers,
offering positive excess returns along with
decreasing overall portfolio volatility (Amenc
et.al., 2002).
Geography: Hedge funds can also be
grouped according to the geographical
location of the assets they trade. For example,
some funds only focus on European assets
while others are limited to emerging
markets. Hedge funds that have a mandate
to invest in any country are labelled as global
funds. Many funds are multi strategy, where
the hedge fund manager changes investment
strategies depending on market conditions,
or allocate capital across different strategies
simultaneously (Connor and Lasarte, 2004).
It is also useful to divide managers by their
geographic mandates. Typical mandates
include U.S. and Canadian stocks only,
Western Europe, Japan, Asia ex-Japan, and
Emerging Markets. Global mandates are also
very common (Phillips and Surz, 2003).
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Single Strategy or Multi Strategy: A hedge
fund that chooses a strategy and tries to hold
on upon the strategy is called as single
strategy based hedge fund whereas multi
strategy based hedge funds keep their option
open to a set of strategy that are adopted
differently in different countries at different
time in different asset locations that changes
and focuses only on the profit earning which
is only possible when the manager has great
skills of switching the strategies. During a
longer time period, when convertible-bond
arbitrage falls out of favour while equity
long/short performs very well, multi-strategy
managers may outperform convertible bond
funds but underperform equity long/short
managers. A well documented example can
be LTCM, which although usually were
classified as a relative value fund; they also
took positions in merger, takeover, events etc.
(Connor and Lasarte, 2004).
Single Hedge Fund and Fund of Hedge
Funds: There are two approaches regarding
having investment in hedge funds. In one
approach, in which the investors decide to
have only one hedge fund through which
they invest in. In another approach they
decide to have fund of hedge funds. A fund
of hedge funds may invest only in hedge
funds using a particular management
strategy; or, a fund of hedge funds may
invest in hedge funds using many different
strategies in an attempt to gain exposure to
all of them. Funds of hedge funds allocate
their capital by either investing in hedge
funds with different strategies, or invest in
many hedge funds with the same strategy.
However, fund of funds were not considered
as a separate hedge fund strategy, although
it is considerably applied at the individual
fund level (Connor and Lasarte, 2004). Fund
of hedge funds delivers good returns with
greater consistency when compared to
various hedge funds indices and stock
market benchmarks, despite the additional
layer of fees. It is because the fund of hedge
funds asset allocator adds alpha in selecting

funds relative to nondiscretionary indices
(Phillips and Surz, 2003).
Types of Hedge Fund Strategies
Arbitrage Strategies: Arbitrage strategies
typically have a lower standard deviation of
returns and the risk and size of the long
positions are highly correlated with the risk
and size of the corresponding short positions.
Arbitrage based funds many a times have
short volatility exposures that lead to gains
in quiet markets and losses in turbulent
markets. These strategies typically have
annualized standard deviations of 5 to 7
percent resulting in the highest Sharpe Ratios
of all hedge fund strategies. However, most
of these strategies, generate money slowly
but lose money quickly, which leads to
unattractive negative skewness and fat tail
risk i.e., large excess kurtosis in its descriptive
(Black, 2009). Arbitrageurs mainly use a broad
convergence-related investment theme. The
base principle is that the prices of two
distinctive securities will get closer over time.
Managers try to remove market-related
factors by focusing on the specific return
objective of this price junction (Phillips ansd
Surz, 2003).
Arbitrage based funds also employs
different types of following strategic skills:
l

Treasury/Euro Dollar Arbitrage:
Treasury/Euro dollar arbitrage tries to
exploit differences in the yields
between Treasury Bill Rates and Euro
Dollar Market. The spread between the
two is based on the difference in the
credit worthiness of the US
Government and the main international
banks and is small which tends to
increase during international financial
shocks prevailing (Connor and Lasarte,
2004).

l

Convertible Arbitrage: Convertible
arbitrage is a strategy where the
securities of the same issuer are bought
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and sold seeking for obtaining low
volatility returns arbitraging the
mispricing of the securities (Agrawal
and Naik, 2002). Convertible arbitrage
takes advantage of mispricing of the
embedded option value in a convertible
bond. Typically, the manager buys the
underlying convertible bond and sells
short the corresponding equity (Phillips
and Surz, 2003).
l

l

Fixed Income Arbitrage: Fixed income
arbitrage has its historical roots in the
fixed income trading desks of
brokerage houses and investment
banks. This strategy has long and short
positions in government, corporate and
asset backed securities through cash or
derivatives. This strategy has the risk
related to duration, credit exposure and
the degree of leverage employed
(Agrawal and Naik, 2002). Fund
managers profit by exploiting pricing
discrepancies between fixed income
securities and their derivatives.
Managers remain market neutral by
hedging their exposure to interest rates.
Most fixed income trades include yieldcurve arbitrage, corporate vs. Treasury
yield spread, municipal vs. Treasury
yield spreads, cash vs. futures, and on
the run vs. off the run (Ballew et. al.
2002). The strategy usually identifies
mispricing among fixed income
securities through mathematical models
of interest rates.
Mortgage Arbitrage: Mortgage
arbitrage mainly focuses on mortgagebacked securities and their related
derivatives developed by financial
institutions. Investors usually
undertake a long position on a
mortgage-backed security and short
position on a government bond of
similar maturity. Thus, the investor
receives a payoff from the yield
differential in spite of interest rate risks.

Long Term Capital Management
(LTCM) crises in the early 1990s
witnessed the success of Mortgage
Arbitrage strategy (Connor and Lasarte,
2004). Mortgage-backed fixed-income
arbitrage funds have relatively large
spreads due to the embedded
optionality and difficulty predicting
prepayment speeds (Phillips and Surz,
2003).
l

Yield Curve Arbitrage: Yield curve
arbitrage takes offsetting positions at
various points of the yield curve. A
parallel shift in a yield curve occurs
when the yield on all maturities change
by the same amount. More likely are
changes in which the spread between
short and long maturities increase or
decrease.

l

Derivatives Arbitrage: Derivatives
arbitrage exploits the difference in
pricing between a series of options or
between options, futures and the
money market. Hedge funds in this
strategy rely on mathematical models
to exploit investment opportunities
revealed and suggested by the models
(Connor and Lasarte, 2004).

l

Stock Index Futures Arbitrage: Stock
Index Futures Arbitrage is an
investment strategy that attempts to
profit from the differences between
actual and theoretical futures prices
of the same stock index. Stock index
futures arbitrage takes advantage of
the spread between index futures and
price of underlying securities. When
the futures price is lower, the manager
goes to long the future contract and to
short the individual component stocks
and, then, unwinds the positions at a
profit. The opposite arbitrage strategy
is applied when the futures price is
higher than the index-implied price. In
such a case, when the futures price is
higher, the manager goes to short the
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which is anticipated to rise in value on
account of happening or not happening
of such event/s. The main risk in such
strategies is non-realization of the event
fully or partially (Agrawal and Naik,
2002).

future contract and to long the
individual component stocks (Connor
and Lasarte, 2004). This arbitrage is
done by simultaneously buying or
selling a stock index future while selling
or buying the stocks in that index.
l

l

ADR Arbitrage: American Depositary
Receipts (ADR) arbitrage exploits the
difference between the trade prices of
ADRs and underlying shares which are
issued and traded in a US market such
as the New York Stock Exchange and
priced in dollars, but backed by foreigntraded shares of a foreign domiciled
company. Sometimes the currency
translated price of the foreign security
traded in its home market which differs
from the ADR price traded on the US
market in dollars. Speculators attempt
to exploit these arbitrage price
differentials (Connor and Lasarte,
2004). This specialist strategy is among
the oldest and least well known of
active arbitrage strategies. There is a
high barrier to entry, because you need
to act fast and have low costs to be
competitive. As a result, it is mostly
practiced for the proprietary accounts
of large dealers and investment banks,
and most hedge funds find it difficult
to compete (Phillips and Surz, 2003).
Event Driven Funds: Event driven
funds focuses on a single strategy, such
as distressed investments or risk
arbitrage (Black, 2009). These funds
expect to make an impact over a
relatively short period of time in the
events like corporate restructuring,
stock buybacks, bond upgrades,
earnings surprises and spin- offs
(Connor and Lasarte, 2004). These
strategies try to benefit from mispricing
arising in events such as merger
arbitrage,
restructurings,
reorganization, etc. Manager takes a
position in an undervalued security

l

Distressed Funds: The distressed
securities strategy buy and occasionally
short securities like senior secured debt
and common stock of companies under
the Chapter 11 of Title 11 of the United
States Bankruptcy Code and/or ones
which are undergoing any kind of
reorganization considering the risk of
liquidation of these financially
distressed company (Agrawal and Naik,
2002). Prices for distressed securities are
typically volatile and illiquid. Some
hedge funds focus on distressed
securities which are active in the entire
market; others limit themselves to more
specific sectors. The market often is
inefficient and illiquid because of
investor irrationality, risk aversion, legal
restrictions on holding sub-par
securities, low coverage by analysts,
and lack of research. The strategy
generally takes long positions (Black,
2009).

l

Merger Strategy: Merger strategy
based funds seek to predict the
outcome of announced corporate
merger transactions where they
purchase the stock of the target
company and sell short the stock of the
acquiring company in the ratio of the
stock swap transaction. The targeted
return of these funds may be 5 to 10
percent earned in the initial three to
eighteen months of the deal
announcements. When a planned
merger is cancelled, these funds
experience huge losses as the stock of
the target company fall 30 percent or
more in a single day (Black, 2009).
Merger or risk arbitrage is a hedge fund
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strategy (Black, 2009). There are
different sub strategies under this type
of strategy. Equity Hedge is a strategy
of investing in equity or equity like
instruments where the net exposure is
low. The fund may be invested globally,
or may have a more defined
geographic, industry or capitalization
focus. Equity Non Hedge is a strategy
similar to equity hedge with significant
net long exposure (Agrawal and Naik,
2002). Equity long or short is the same
as equity market neutral except
without any promise to maintain
market neutrality. Therefore, there is
flexibility to the manager to choose netlong or net short market exposure,
while still focusing primarily on stockselection opportunities. However, the
investor is no longer clear how the
hedge fund allocation affects overall
portfolio risk (Connor and Lasarte,
2004).

strategy that is wholly dependent on
the expected price convergence of two
distinct securities. Typically, following
the announcement of a takeover or
merger of two companies, one security,
usually the target companys, will rise
in price while the acquirer s stock price
will fall. As a result of the offer to buy
the target companys shares at specific
cash or exchangeable share value, their
price goes up, although usually not to
the full offering price (Phillips and Surz,
2003).
l

l

Emerging Market Strategy: Emerging
Market funds invest in sovereign or
corporate debt and/or equity in
countries considered to be emerging -most markets other than North
America, Western Europe, Japan, New
Zealand, and Australia (Ballew et. al.
2002). Emerging market strategy
employs a growth or value approach
that invests in equities in the emerging
markets with no shorting or hedging
for minimizing the market risk
(Agrawal and Naik, 2002). Emerging
market hedge funds are often long only
because of the inability to trade in
derivative securities or sell short or
because they are expensive in these
markets. In the event of low debt of
emerging market countries in
comparison to investment grade, these
bonds may have risk and return
characteristics similar to equity
securities (Black, 2009).
Medium Volatility Hedge Fund
Strategies: The medium volatility
hedge fund strategies generally take
long and short positions in different size
and risks such as style or industry risk
factors ending in a net long position in
the underlying stocks. These strategies
attain a volatility of 10 to 12 percent
annually and these funds are
considered as the largest hedge fund

l

Macro Strategy: Macro strategy funds
often invest in global markets like,
equity indices, currencies, commodities,
and interest rate markets, selecting
asset classes and countries that will
benefit from the manager s market
view, resulting from government
actions, geopolitical issues, economic
indicators, market trends and liquidity
flows (Black, 2009). It is a strategy that
uses leverage and derivatives as a
vehicle of investment (Agrawal and
Naik, 2002). The returns of macro funds
are more volatile in comparison to other
hedge funds because these funds
usually trade in liquid instruments
(Connor and Lasarte, 2004).

l

Managed Futures Funds Strategy:
Managed futures funds are also known
as Commodity Trading Advisers (CTAs).
These seek profit through the
quantitative prediction of market
trends and invest in currencies,
commodities, equity indices, and
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interest rate futures. They take long
positions during times of rising prices
and short positions during times of
falling prices. They build a bottom-up
portfolio of positions which get benefit
from the anticipated trends in the
market prices. Managed futures funds
strategy offers the best hedging and
diversification characteristics. Valuation
risk, liquidity risk, complexity risk, and
counterparty risk are very less in this
type of strategies (Black, 2009). The
strategies and approaches within
managed futures are extremely
varied. The one common unifying
characteristic is that these managers
trade highly liquid, regulated,
exchange-traded instruments and
foreign exchange markets. This permits
the portfolio to be marked-to-market
every day. CTAs have been regulated
by the Commodity Futures Trading
Commission (CFTC) since 1974 and are
overseen by the National Futures
Association (NFA), a self regulatory
organization.
l

Dedicated Short Bias Strategy:
Dedicated short bias strategy focuses
on short side and sacrifices the market
neutrality tending to be the most
effective when markets decline as there
are untapped profit opportunities
available to investors who can short sell
freely. These funds focus on the shares
of companies with large market
capitalizations, as they are more liquid
and easier to borrow and can contribute
to the informational efficiency and
corporate monitoring role of capital
markets (Connor and Lasarte, 2004).
Dedicated short bias funds have a beta
exposure close to 1.0 and their returns
can add significant value, if the
manager wants to display skills in
predicting which stocks will
underperform the relevant market
index (Black, 2009).

An extensive literature review found that
there are various strategies which are
adopted by the different hedge funds. Apart
from dedicated hedge funds, a particular
fund of hedge funds and even a hedge fund
may adopt a set of hedge fund strategy
contributing to their main objectives. Secrecy
regarding investments, returns, and strategy
adoption is not disclosed or disclosed at the
time when a particular hedge fund is closed
or it shifts from strategy to the another
strategy. But in such type of cases as well,
only the old abundant strategy is disclosed.
Although the institutional environment can
affect the way in which hedge funds are
organized, it is their return characteristics
that hold the key to distinguishing between
hedge fund strategies.
CONCLUSION
As far as first objective is concerned i.e. to
study different basis of classifications of
strategies of hedge funds, it is concluded that
it is very important to delineate the
differences between fund strategies and to
understand the level and volatility of the
resulting alpha and beta exposures. There is
also need to investigate fee structures,
operational risks, and the capacity of the
market to absorb increased levels of hedge
fund assets beyond the market risks (Black,
2009). As far as the second objective is
concerned i.e. to study and explore various
trading styles of hedge funds, it is concluded
that hedge funds have evolutionary global
history. However, there might be other
strategies present for which appropriate
information is lacking. The present registered
number seems to be very less as compared
to the age, size, and volume and market
efficiency of the Indian stock market. There
is less disclosure about their types, working
patterns and styles. As far as the third
objective is concerned i.e. to describe
different types of hedge funds strategies and
techniques in different market conditions,
there are different academic types of
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strategies but, which fund is focusing what
strategy/ set of strategies is confidential USP.
The fund manager only knows them even
client investors do not know. Further it is
concluded that, as far as Indian registered
hedge funds are considered, there is less
public information available about their
parental organization or parental hedge
fund, if any.
SUGGESTIONS
There is still a need of greater transparency
regarding hedge funds. Regulatory control
and investors interest is further reviewed.
Hedge funds operations under the impact
on the market need to be further monitored
at the macro level. More disclosure about
fund managers profile and creditability is
needed for public at large. The present
registered number of hedge funds in India
seems to be little less in comparison to total
number of registered Alternative Investment
Funds under Securities Exchange Board of
India. Hence, favourable financial and legal
environment needs to be strengthened. A
mechanism regarding risk ascertainment of
the assumed risk of the different hedge
funds and the investors who are capable of
assuming such level of risks be registered at
a same platform, so that, the overall hedge
fund sector gains popularity.
Hedge funds have a significant but
mysterious role in the stock market. It is
implied that the hedge funds strategies
should substantially be academically and
technically improvised and disclosed timely
so as to gain the trust of investors. A well
structured monitoring mechanism regarding
the activities of the hedge funds and hedge
funds managers may improve the
functioning of the industry favouring the
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economy by striking a balance between
secrecy and transparency. There is a need to
fix the disclosure biases in trading styles of
hedge funds. This will decide and channelize
the appropriate return profiles of the
portfolio.
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A STUDY OF FACTORS AFFECTING ENTREPRENEURIAL MOTIVATION
AMONG THE STUDENTS
Nandan Velankar*, Ravi Sharma**, Vaishali Chaturvedi**, Sonam Jain**
Entrepreneurship concept involves mental activities such as creativity, proactiveness and
innovativeness, enterprise education is designed to engage students for self-directed economic future
such as finding opportunities, taking risks and having the firmness to push an idea in reality combining
into a distinct perspective that permeates entrepreneurs. The current study aims to identify factors
that affect the entrepreneurial motivation among students. For this various demographic variables
were taken like; gender, qualification, family background and type of the family of the students.
Independent T-test, Oneway anova and factor analysis were applied to draw the outcomes. Results of
this study suggested six attributes affecting entrepreneurial motivation among the students; Job
Orientation, Academic Background, Working Environment, Social Barrier, Carrier Uncertainty and
Financial Insecurity.
Keywords: Entrepreneurship, Motivation, Students, T-test, One-way ANOVA, India.

INTRODUCTION
In India children are brought-up in such a
way that, getting a job in a branded
(Reputed) company is termed as success.
Rather than encouraging them to innovate,
come up with new ideas and explore new
things, they are mainly pushed towards
getting a standard monthly income job
(which unfortunately is termed as Secured
Job) and this suppresses the thought
process and innovation skills of the children
who dream of creating something new in
this world.
Sakineh (2014) conducted a study of twenty
Asian economies in 2014 and found that most
Indians have entrepreneurial abilities such as
business thinking, optimism and persistence
but what they lack most is the willingness to
take risk. There are various factors that
dissuade
youth
from
becoming
entrepreneurs like job stability, family
pressure, no cushion to fall back in case of
failure and limited government support. All
these factors weigh heavily on the mind of
youth who might be brimming with ideas
but dont know what, how, when, where to
start.

Most of the educated people feel safe within
the comfort zone of a job. Perhaps the
education system plays a role here. The
British left us with a modern education
system whose intention was to produce more
clerks for their empire. This point is only
reinforced by the fact that cultures under
colonial rule, like India, didnt produce many
entrepreneurs. University education is
another important factor here. Faculty would
encourage more students to take up
entrepreneurship, rather than seek jobs.
Entrepreneurs are inspired to start a business
or enterprise because of ambitious factors,
compelling factors and other such factors.
Entrepreneurship is a habit of mind, a way
of life. Many factors contribute in inspiring
the entrepreneurs or to start a venture and
emerge successful (Babu and Rathnakumari,
2013). Being entrepreneur means being able
to recognize, start, and maintain a
sustainable and profitable business, mainly
a small enterprise. Several factors help to
motivate, influence and encourage
entrepreneurs to set up and nurture their
businesses (Eduardo Morato, 2005).
Entrepreneurship is a phenomenon that is
multidimensional and cuts across disciplines.

* Assistant Professor, Prestige Institute of Management, Jiwaji University, Gwalior
** Students, Prestige Institute of Management, Jiwaji University, Gwalior

36

From different schools of thought several
theories of entrepreneurship are obtained
with many authors stressing different factors
to explain it. Among these factors are culture
(Gadgil, 1984; Jenkins, 1984; Shapero, 1984);
Sexton and Upton, 1990), marginality
(Geertz, 1963; Shapero and Sokol, 1982;
Brenner, 1987); personality (McCelland, 1961;
Brockhouse and Horwitz, 1986, and
intentionality (Learned, 1992; Katz and
Gartner, 1988). In most of developed
countries, percentage of SMEs in total
number of enterprises is higher than 95
percent, while 60 percent of available
workforce is employed in those firms
(Schmiemann, 2008).
In European Union (EU-27), SMEs account
for 99.8 percent of all enterprises, out of
which the vast majority of enterprises are
micro enterprises (they comprise 91.8
percent of all enterprises). Understanding
motivational factor and success factors are
two groups of factors that have a
considerable impact on development of
entrepreneurial activities and on birth rate
and growth of SMEs (Stefanovic, et. al., 2010).
Empirical research favours positive links
between economic outcomes and
entrepreneurial activity such as economic
growth and innovation (Van Praag and
Versloot, 2007). Entrepreneurs find profit
opportunities and, therefore, introduce
innovations or new combinations (Van,
1999). These new combinations are the major
endogenous root of development in the
economic system.
The entrepreneurship program appears to
be motivating students in terms of
generating entrepreneurial interest and
starting the business of their own choice.
Brown (2000) states that entrepreneurial
education is planned to communicate and
inculcate competencies, values and skills
needed to identify business opportunity,
organize and start new business venture.
Entrepreneurship education is an
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educational program that is concentrated on
impacting students with issues on
entrepreneurship pointed by Gorman, et. al.,
(1997). Entrepreneurship concept involves
mental activities such as creativity,
proactiveness and innovativeness, enterprise
education is designed to engage students for
self-directed economic future such as finding
opportunities, taking risks and having the
firmness to push an idea in reality combining
into a distinct perspective that permeates
entrepreneurs (Adenipekun, 2004).
Enterprise education is the series or process
of activities which aims to allow an individual
to assimilate and develop skills, knowledge,
values and understanding that are not
related to a narrow field of activity, but that
permit a broad range of problems to be
defined, analysed and solved Garavan, et.
al. (1995).
REVIEW OF LITERATURE
Shiri et. al. (2013) examined the factors
affecting entrepreneurial motivation of
students by using a descriptive correlation
design. They found that the variables like
attitude, role model and entrepreneurship
education have positive effect on the
entrepreneurial motivation of students for
commencement a business in the future.
Shiri et. al. (2013) analyzed that an individual
motives to start a business the desire to be
independent, in making own decisions,
increase income and maintain personal
freedom. They also found the individual
motives which motivate them to be a worker.
Such as the need of a stable financial
condition, need money to fulfill daily needs,
saving money for future etc.
Rasli et. al. (2013) found that only two
demographic factors i.e. gender and work
experience have influence on the
entrepreneurial intention. In their study,
there are significant and positive relationship
between all the independent variables
including image of entrepreneurship,

A Study on Factors Affecting Entrepreneurial Motivation Among the Students

education environment, conviction and the
dependent entrepreneurial intention.
Farouk et. al. (2014) examined the influence
of individual factor on the entrepreneurial
intention. The hypothesis was confirmed for
the factors like Experience, Teaching and
Motivation. They said, with the rise in
unemployment among graduated academic
institutions are challenged to train and
sensitize graduates through various
educational processes, creating their own
businesses.
Eduardo (2005), analyzed that the parents
occupation have a direct influence on interest
of the students in becoming an entrepreneur.
Parental role modeling, access to parents
business network, Entrepreneurial family
culture, Educational qualification of parents
and family standard of living are the five
factors named which has influence the
entrepreneurial attitude of students.
Al-Harrasi et. al. (2014) investigated the
factors Impacting Entrepreneurial Intention.
They focused on four sets of factors:
Personality Traits, Contextual, Motivational
and Personal background. The most
examined factors engaged from their study
is the personality traits factors which are self
confidence, risk-taking propensity, needs for
achievements,
locus
of
control,
innovativeness and autonomy.
Sajjad et. al. (2012) studied the impact of
culture on entrepreneur intention. They
found that the culture is most effective
constant for entrepreneur. Good cultural
values also influence the entrepreneur
intention.
Ghayazi et. al. (2014), analyzed the factors
affecting entrepreneurship of educational
management student. The hypothesis
showed that there is significant relationship
between social factors, economical factors,
individual factors and the entrepreneurship
of management student.

37

Kalyani and Kumar (2011) studied the
entrepreneurial motivational factors among
women and determined the influence of
motivational factors on entrepreneurial
factors. Study found out that five factors that
is Amount of capital invested, Average sales
turn over, Average net profit, Year of
experience and Generation of business
influenced by motivation factor of women
and inspired then to take entrepreneurship
venture. Factors Ambition to become an
entrepreneur, Desire to be independent,
Previous experiences, Good market
potential, Small investment, Economic need,
High profitability, Availability of raw
materials, Government concession, Family
Business except Technical qualification are
the motivational factors among the women.
Kumar et. al. (2013) determined the nonbusiness students willingness to become an
entrepreneur. They observed that students
individual desire, family background and
education are the factors that influenced
students willingness to become an
entrepreneur. It also stated that educational
institution should pay attention to
entrepreneurial education as education
motivated students to be an entrepreneur
while the factor that is family background
has little impact on willingness of an student
to be an entrepreneur.
Stefanovic et. al. (2010) investigated the
motives of entrepreneurs starting their own
business and factors that affect the success
of SMEs. Study stated that greater business
achievement, intrinsic factor, independence
and job security are the motivational factors
and position in society, competitive product/
service, interpersonal skills, approval and
support, leadership skills, always to be
informed and business reputation are seven
factors affecting entrepreneurs success. The
result reflected that in a long run there was
a lack of motives that concerned with viable
development of enterprise while in the local
market variety of different success factors
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affects entrepreneurs depending on the
current situation.
Babu and Rathnakumari (2013) analysed the
factors that motivate the entrepreneur to
start an entreprise and classified many
motivation factors having an impact on
entrepreneurial
process
and
entrepreneurship. They concluded that
different factors influenced individual to
individual entrepreneur to start a business.
Different factors including entrepreneur s
ambition and compelled reasons have an
impact on entrepreneur development. Young
entrepreneurs forced to be a business
entrepreneur because of low or having no
education or having no public and private
job or their family pressures.
Oosterbeek et. al. (2010) analyzed the impact
of a leading entrepreneurship education
program on entrepreneurship skills and
motivation of college students. It was found
that the program does not have the intended
effect
on
students
self-assessed
entrepreneurial skills. It was also found that
the program provides more realistic
perspectives to the students to be an
entrepreneur.
Pulka et. al. (2015) assessed the effects of
attitude, subjective norms, perception of
behavioural control and entrepreneurship
education on entrepreneurial intention.
They use SPSS software, descriptive statistics
and Pearson correlation to analysis of the
data. It was found that there is positive
relationship
between
offering
entrepreneurship education and students
intention to become entrepreneurs.
Izedonmi and Okafor (2010) evaluated the
effect of entrepreneurial education programs
on students entrepreneurial intentions. A
model of regression analysis was used for the
data analysis in this study. The results
revealed that there is a positive influence of
entrepreneueship education on students
entrepreneurial intentions. The study
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recommended that the government of
Nigeria have to make entrepreneurship
education a compulsory course in Nigerian
schools so it will influence youths attitude
towards entrepreneurship.
Dogan (2015) conducted a study on selected
Turkish Universities to examine the factors
that affect the entrepreneurial intentions of
the final year undergraduate students of
business administration and also evaluate the
relationship between the success levels of the
students in the entrepreneurship class and
their entrepreneurial intentions. It was
found that there is a significant positive
correlation between the students
entrepreneurial
intentions
and
entrepreneurship classes. It was also found
that the students whose fathers are selfemployed have higher entrepreneurial
intentions as compared with those whose
fathers are not self-employed.
OBJECTIVES
l

To study the difference in
entrepreneurial motivation of the
students on the basis of gender,
qualification, family background and
type of family.

l

To find out the factors affecting
entrepreneurial motivation among
the students.

METHODOLOGY
The Study: The study is exploratory in
nature. It is aimed to find out the factors
affecting entrepreneurial motivation of the
students. The study is done to analyze the
relationship in Indian context. For the same
various indicators have been considered to
define the entrepreneurial motivation among
the students with respect to various
demographic factors.
The Sample: Sampling frame was students
of Madhya Pradesh region. Sampling
element were individual respondents and
sample size was 255 respondents. Non
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probability purposive sampling technique
was used for collecting the data.

Thus, null hypotheses was not rejected
(Refer Table 4).

Tools for Data Collection: Self designed
questionnaire was used to collect data. The
questionnaire consisted of 21 items on fine
point likert scale. The responses were
recorded on a scale of 1 (Strongly agree) to 5
(strongly disagree).

H02: There is no significant difference on
entrepreneurial motivation of the students
on the basis of type of the family.

Tools for Data Analysis: Reliability,
Correlation, Independent sample t-test,
ANOVA Factor Analysis, and SEM were used
to analyse the data.
RESULT AND DISCUSSION
Consistency measure for factors affecting
entrepreneurial motivation of the students
was checked. It is considered that the
reliability value more than 0.7 is good. The
reliability value was found to be 0.831 (Table
1).
Further, it was seen from item-total statistics
that the dropping of any item does not
increase the reliability very significantly, so
it was decided not to drop any question from
the measure and it was used for further
analysis. And validity was checked through
face validity and found to be very high. Item
to total correlation was computed using
SPSS-18 and all the items in the measure
were accepted (Table 2).

The p value was found to 0.015 which is less
than 0.05 thus null hypothesis was rejected
(Refer table 5 and 6).
H03: There is no significant difference on
entrepreneurial motivation of the students
on the basis of qualification.
The p value was found to be 0.026 which is
less than 0.05 hence the null hypothesis was
that there is a significant difference of mean
in entrepreneurial motivation of the students
on the basis of qualification was rejected
(Table 7).
H04 : There is no significant difference on
entrepreneurial motivation of the students
on the basis of family background.
There is a significant difference in
entrepreneurial motivation of the students
on the basis of family background. The p
value was found to be 0.026 which is less
than 0.05 thus, the null hypothesis was
rejected (Table 8).

H01: There is no significant difference on
entrepreneurial motivation of the students
with respect to gender.

The KMO score was 0.811 which is quite
higher than 0.5, thus it can be said that,
sample is adequate for factor analysis (Table
9). Bartletts Test of sphericity was also found
to be highly significant, (P < 0.05). Principle
component factor analysis with varimax
rotation and Kaiser Normalization was
applied (Refer Table 10). Find factors namely
job orientation, academic background,
working environment, social barrier and
carrier certainty emerged with total factor
loading of 5.608, 2.006, 1.863, 1.412 and 1.215
respectively

On the basis of independent sample t-test
column labeled Levenes Test for Equality of
variances, which indicates the p value (.688)
which is greater than standard value (.05),

Model Fit: The most commonly used model
fit statistics is the Chi Square test for
association. Because we are dealing with a
measure of misfit, the p-value for Chi Square

Independent t-test was applied to compare
the means between two unrelated groups on
the same continuous, dependent variable.
Here we have applied the independent t-test
to understand the difference between
gender and entrepreneurial motivation of the
students.

40

Prestige International Journal of Management and Research

should be more than .05 to decide that the
theoretical model fits the data. The Chi
Square value for organizational culture is
79.648 significant at. 138 indicating very good
fit of the data in the model. CMIN/DF value
of 1.189 also indicates goodness of fit for the
default model (Table 11).
There are three other groups of measures of
goodness of fit for CFA model and it is
imperative to include at least one measure
from each group. It can be seen from the
above table, both the values of Goodness of
Fit Index (GFI) and Adjusted Goodness of Fit
Index (AGFI) are .961 and .938 respectively
are higher than 0.9 the desired minimum
level for high fit. RMR indicates badness of
fit and should be below 0.08, in the
organizational culture model, RMR value is
0.046 again indicating good fit (Table 12).
All the comparative fit index should also be
more than 0.8, The table above indicates that

all the comparative fit indexes NFI, RFI, IFI,
TLE, and CFI are 0.867, 0.819, 0.976, 0.966,
and 0.975 are greater than the minimum
requirement of 0.8, indicating good fit of
model to the data (Table 13).
Further all the parsimony Goodness of Fit
Indexes need to have a value that are greater
than 0.5, as can be seen in the above table,
The values of PRATIO, PNFI, and PCFI are
0.736, 0.638 and 0.718 respectively indicating
good fit of model to the data (Table 14).
Badness of Fit Index RMSEA need to be
smaller than 0.05 for the model that fits the
data adequately. As can be seen from the
above table, the value of RMSEA is 0.027
indicating good fit of model to the data (Table
15).
Figure 1 represents determinants of
entrepreneurial motivation and the
interrelationship among the variables.

Figure 1: Determinants of Entrepreneurial Motivation
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Today family members should support the
youth on starting something new as a
entrepreneurship. Even youth should also
learn more about entrepreneurship by books
or from experts before you start. Education
changes it with a rapid pace. The youngsters
even the teenagers should initiate for another
income source for their life.
The socio- politico- economic condition of
India earlier did not encourage
entrepreneurship much. People are
traditional in outlook and placed safety and
security above all things. A government job
was considered quite, safe and prestigious.
Most of them were home- sick and were not
willing to move out or take risk. As majority
was of low and medium- class families with
nothing much to bank upon initially or in
adverse conditions, the situation could be
well- imagined. But the scenario is changing
now, many of the entrepreneurial motivation
schemes are announced by the government
of India for Indian youths and promotion of
these schemes are continuously doing by the
various sources of media and other ways. So
youngsters should come forward and take
the advantages of these schemes.
CONCLUSION
The present paper is an attempt to identify
the factors affecting entrepreneurial
motivation among the students. The study
has attempted by analyzing the various
attributes which affect the entrepreneurial
motivation of the students. It was observed
that qualification of the students, family type
of the students and family background of the
students have significant impact on the
entrepreneurship avoidance among the
students. However, Gender of the students
does not show any significant difference
about their entrepreneurial motivation.
Results of this study suggest that six
attributes affect entrepreneurial motivation
of the students namely Job orientation,
academic
background,
working
environment, social barrier, carrier
uncertainty and financial insecurity.
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A STUDY OF FACTORS DETERMINING CONSUMER PURCHASE
INTENTIONS TOWARDS STORE AND NATIONAL BRANDS: A
COMPARATIVE ANALYSIS
Dhanashree Nagar*, Kshama Ganjiwale*
Product attributes are considered as a tool of promotion by marketers. It helps them to promote the
product to customers and induce them for buying at a retail store. National brands are preferred by
the respondents due to the trust, reputation, availability, quality and recommendations of sales force.
On the other hand choice of store brands depends on variety of factors like, nature of promotion,
bundling quantity, quality, packaging etc. The present study has been conducted to measure consumer
preferences for national and store brands based on product attributes. The study shows that consumers
differentiate in their preferences for national and store brands. Retailers need to focus on these attributes
which can be used as a means of promotion to determine the customer preferences.
Keywords: Product Attributes, National Brands, Store Brands, Brand Preferences, Consumer
Behaviour

INTRODUCTION

REVIEW OF LITERATURE

Retail promotion refers to the message that
a marketer communicates to its customers.
Retailers constantly communicate with their
customers using different channels and
tactics. Promotion involves the management
of elements of the promotional mix, which
include advertising, sales promotions, digital
and direct marketing, personal selling,
sponsorship and public relations. By these
means the target audience is made aware of
the existence of a product or service and the
benefits (both economic and psychological)
it confers on customers. A retailer must
engage in planning, research and analysis
before implementing a marketing strategy.

In-Store Promotion

Promotions are important in informing
customers about goods and services
provided by retailer. Retailers, apart from its
regular tools also use Point of Sales (POS)
promotions to increase store traffic. Retailers
effectively use point of sale or in-store
promotions to induce trials, impulse and
unplanned buying behaviour among
customers.

According to Kotler et.al. (2013) Point of sales
(POS) promotions, also known as in-store
marketing are concluding piece of marketing
mix that turns a shopper into buyer. It is a
final area where a brand can communicate
with the customer and get them to purchase.
Now-a- days traditional in-store promotional
displays have been digitalized into the form
of LCD screens, light boxes, sensor triggered
audio and visual displays, digital shopping
trolleys and holograms etc. In store
promotions there is a special technique of
promotion which the marketers use to
increase the footfall in the store. Using instore promotions make people aware of
particular product and its value at the point
of sale.
The in-store promotion plays a crucial role
in brand switching. Usually this is done
through coupons, signs, banners, videos, instore announcements etc. Sometimes the
products are also displayed in such a manner
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that they catch the eye of the shopper and
attract them for trial. FMCG companies
distribute free samples or give
demonstrations to induce trials. The products
which are being promoted are placed at
different locations in the store where they
are more visible to the shopper.
Marketers
usually
make
special
arrangements for promoting merchandise to
offer it at low, introductory prices.
Manufacturers provide special informative
displays of the product as well as offer special
rewards to the consumers for this purpose.
This includes window displays, signs, posters
personal selling efforts and other special instore displays. These displays should be
attention getting as well as informative and
convincing in regards to product. Past
studies have shown that a persons eye is
generally attracted to the centre of a display,
then off to the right of centre and lastly
reaches the edge of the display. Therefore, it
would be profitable to place a featured item
for sale at the centre of the display. Other
related products may be placed outward
from around the centre of the display.
According to Ivan and Radas (2007) in-store
promotions are effective marketing methods
used and designed by retailers to affect
consumers in-store decision making. This
involves different forms of price reductions,
displays, advertised brands, and free
samples. Consumer s purchase increases
especially when in-store promotion deals are
effective. (Cotton and Babb, 1978). Point-ofsales promotional programmes have become
the principal tool of retailing in order to
acquire new customers and retain loyal
customers. On the other hand the loyal
customers are attracted to the store brands
during the promotional offers while new
shoppers are price sensitive and are attracted
by the in-store ambience of sales promotions
and volume discounts. Point-of-sales
promotions, however, stimulate compulsive
buying behaviour among the customer,
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which dominates the buying decision despite
of differences in price (Parlar et. al., 2007).
Self-service retail stores open up their
promotional strategies in order to stimulate
the consumer behaviour and to provide long
term benefits and stay loyal (MacMillan and
McGrath, 1997). This strategy has helped
them to cut costs on advertisements, increase
sales volume and focus on core competencies
of business. Point-of-sales promotions aim at
boosting sales and augmenting store brand
value (Johnson, 2006, Gilbert and Jackaria,
2002).
Rajagopal (2008) has conducted a study to
identify buying stimulations in retail stores
based on point-of-sales promotions. The
study confirms that short term effect of store
level promotions on store choice is weak but
periodical price discounts offered by the
retailers exert a greater influence on the
store-brand choice over the non-store-brand
preferences. The type of promotion and the
level of retailer dominance have significant
effects on the volume of sales, acquiring new
customers and sustaining customer loyalty.
Study by Ailawadi et. al. (2001) found that
demographic, though not directly, and
psychographic traits drive usage of store
brands and national brand promotions. They
have significant associations with
psychographic characteristics and therefore
are useful for market targeting. Store brand
usage is related with the economic benefits
and costs.
Linaxi and Wong (2003) have examined the
effects of in- store point -of- purchase posters
on shoppers impulse purchase behavior. The
study found that in-store POP influences
shopper s impulse behaviour through
promotional and atmospheric effects. It
includes any promotional display -shelf
talker  (signs attached to store shelves),
shelf extenders attachments that extend
shelves so products stand out), ads on
grocery arts and bags, end aisle and floorstand displays. P.O.P promotions can be very
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effective. P.O.P promotions can increase sales
by as much as 65 percent (Lamb et.al. 2009).
Further, more exposure to in- store
marketing can cause latent needs to be
recognized, implying great opportunities for
a brand to influence the consumer towards
a purchase, regardless of whether it has been
written on the shopping list or not. These
activities are all shown to increase sales for
the promoted products (Iyer, 1989).
Store Brands
Store brands are also known as private label
or own label brands and are important
feature of most of modern retailers in the
range of grocery, personal care, apparel,
home furnishing, books, jewellery, pharma
etc. (Kumar et. al., 2007). These brands are
introduced by large retail chains on their own
or store name, to compete alongside
established national brands. Consumers
welcome these brands as they add to existing
range of products, thus increasing product
choice at low prices.
Generally, big retailers can develop their own
brands (store brands) that changes
consumer s attitude and loyalty towards
national brands. Popularity of these brands
is just an outcome of well organized retail
chains and improved quality of store brands.
Significant promotion budgets of these retail
stores help them to communicate with their
customers more effectively, (Benedict. et. al.,
1997). On the other hand the advertisements
for these brands attract customers towards
them and induce them to buy. These are
typically low variable cost and high margin
brands (Hoch and Banerji, 1993). Despite of
low prices, improved quality, retailer
guarantees and effective communication,
national brands are the major challenge
which consumers continue to prefer if the
price is right (Shapiro,1993). Consumers have
greater faith in store brands due to the
quality of these products. (Salmon and Cmar,
1987; Baltas, 1997) The perception is changing
may be due to the increased importance on
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improvement and control over quality
process. Increased investment in research
and development plays a major role in
success of store brands (Miquel, et.al. 2002).
Store brands provide a point of
differentiation among the competitive
brands and thus, can be targeted to induce
store patronage and loyalty among
customers (Ailawadi et. al. 2001; Corstjens
and Lal, 2000; Steenkamp et.al., 1997). Thus,
if store brands serve as a differentiator, it is
possible that a consumer who likes the store
brand will shift more of its purchases to the
store and thus, expand the overall share of
spending in the category to the local store.
By and large, store brand consumers tend to
be middle income, educated, older
consumers with large families accounting to
only 4 percent-5 percent variation in
purchases (Frank, 1967; Dhar and Hoch,
1997).
OBJECTIVE
To identify the factors associated with
determining preferences in grocery and
FMCGs towards national and stores brands.
METHODOLOGY
The Study: Present study is empirical in
nature. The study is based on Research
Approach. The survey has been done to
collect the information from the respondents
who shop for both, national and store brands
of grocery and personal care from a retail
store.
The Sampling: For the purpose of collection
of data, 100 respondents from Indore city
have been selected randomly. Simple
Random Sampling technique was applied for
selecting the respondents.
Tools for Data Collection: Primary data has
been collected through structured
questionnaire. It consists of the demographic
information of the respondents like gender,
age,
education
and
occupation.
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Questionnaire includes variables associated
with consumer preferences towards national
and store brands. Five point parameter Likert
Scale has been used to measure consumer
preferences. Data has been analyzed by using
factor analysis using principal component
method.

Brands and Impulsiveness are the
determinants of choice of National Brands.
This group has maximum variables
determining choice of store brands consisting
of High Nutritional Value, Price,
Impulsiveness, Quality of store brands and
Packaging.

FINDINGS

Factor 4 (Table 4) includes Point of Purchase
promotions, Packaging and Variety of
products in National Brands as important
variables for choice of National Brands
whereas. Trust in store brands and Freshness
are only two important determinants of Store
Brands.

To measure the preferences of the
respondents for national and store brands
Factor Analysis has been carried out which
has extracted six factors for both the
categories. The description is as below:
Factor 1 (Table 1) namely Health Benefits and
Advertisements consists of five variables for
national brands and three variables for store
brands as the most important parameters for
choice of brands. For national brands
Freshness of grocery items is the most
important variables where as for store
brands Health perspective is the top priority.
For national brands Health perspective, Trust,
Advertisements and Reference by
salespersons are other important variables for
choice of national brands. For store brands,
variety of products and point of purchase
promotions are important variables
determining the preferences for store
brands.
Factor 2 (Table 2) identified as Quality and
Taste consisted of four variables for national
brands and Quantity and Sales Person
reference had three variables for store
brands as second important group of
variables. For national brands Quality of
national brands, High Nutrition Value,
Availability in the product category and Taste
were important. In case of store brands,
Bundling Quantity i.e. availability of store
brands in number of units, Reference by
salespersons and Value for money are the
important variables for determining the
preferences for Store Brands.
Factor 3 (Table 3) consists of only two variables
i.e. Value for Money associated with National

Factor 5 (Table 5) consists of three variables
in each category. The fifth important factor
group consists of References from other
Sources, Price and Reliability of National
Brands are important. For Store Brands
Better Taste than other brands, Availability
of category and References from other
sources are important variables determining
choice of Store Brands.
Factor 6 (Table 6) consists of two important
variables i.e. Brands Matching with Latest
Trends and Bundling Quantity i.e. availability
of store brands in number of units are
important. For store brands, Advertisements,
Reliability of Store Brands and Brands
Matching with Latest Trends are important.
CONCLUSION
Retail promotion is an important tool used
by marketers to induce sales. In store,
promotions are point of purchase promotions
which make the customer buy more for same
or low price. Big retail stores are capable
enough to offer the products of their own
brands competing with national brands in
store. Store brands are proving to be a second
option to national brands due to their low
price, good quality and deep assortment into
its category. Consumer preferences for both
the category of brands vary from time to
time and nature of promotional schemes.
National brands are preferred by the
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respondents due to the freshness of grocery
items, trust, advertisements, quality and
recommendations of sales force. On the other
hand, choice of store brands depends on
variety into category, nature of promotion,
bundling quantity, quality, packaging etc.
Consumers do not have strong preferences
because choice for a specific brand type
depends on many parameters and not only
on promotions. Retailers need to be specific
with respect to in store promotions,
particularly for store brands to increase their
preferences for consumers. Specific brand
differentiation strategies can be implemented
for development of strong brand
preferences.
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A STUDY OF FUNDAMENTAL STRENGTH (ALPHA) AND STOCKS
SENSITIVITY (BETA) OF BANKING SECTOR: PRE-POST MODI
GOVERNMENT FORMATION
Kiran Agarwal*, Nitin Tanted**
With the formation of Modi government in the year 2014, the slowing growth of Indian economy was
expected to grow manifold. The government promised many economic reforms including ease of doing
business, inflation control, fiscal deficit, trade deficit, job creation, manufacturing revival - that seems
to have been delivered with the exception of job creation on which India has, so far, failed to perform as
expected.Whatever may be the reason behind falling job opportunities and slowdown in manufacturing
industry, the Prime Minister has seemingly tried to address these two issues by introducing several
key initiatives such as Make in India, Skill India, Start-up India. Also, the Prime Minister last
year on November 8 demonetized large currency notes which was later termed the single most
economic reform in the history of independent India. Thus, there is vast change in the stock market
momentum and dynamism. It is also possible that there is a change in the Banking sector stock
sensitivity and fundamental strength to its index, thus traders should check whether there is any
impact of formation of Modi government on the banking sector stocks or it is same as before. If there
is change in momentum then a subsequent change in the trading strategy is to be adopted. Thus, the
present study is undertaken to identify whether, there is any change in the Beta (?) (Sensitivity of the
stock) and Fundamental strength (Alpha) of banking sector stocks with respect to its index with
respect to the new government formation. For identifying the change, Paired T-Test is applied on Beta
an Alpha, Pre and Post Modi government formation.
Keywords: Stock Sensitivity, Fundamental Strength, Volatility, Returns, Alpha, Beta.

INTRODUCTION
Banks are the back bone of the economy.
Banking sector under the leadership of
Honble Prime Minister Shri Narendra Modi
has witness many reforms in last three years.
Ever since Modi government is formed in
May 2014, banking sector has faced one after
the other challenges. The initiative taken by
Modi government has affected the banking
sector either directly or indirectly. Like the
Pradhan Mantri Jan Dhan Yojana, was the
first initiative, depositing gas subsidies in
saving account, linking adhar card with bank
account, digital India mission and many
more. The demonetizing was the biggest
turbulence for the banking sector. Banking
sector has offered its best and supported
government in every endeavour. It would
not be wrong if we say that banks has offered

its best services ever in the history of banking
during demonetization. Banking sector has
extended all its supported full heartedly to
Modi government in making Indian
economy stronger.
REVIEW OF LITERATURE
Alpha and beta are at the heart of traditional
performance analysis (Paul & David, 2013).
Undiversifiable (or systematic) risk has long
been an enemy of investors (Noddeboe and
Faergemann, 2015). Alpha was propounded
by Jenson and is popularly known as Jenson
Alpha, Alpha is perceived as a measurement
of companies internal management and
performance. Alpha denotes that the
management of company is good enough to
outperform the market returns. Alpha, often
considered as the active return on an
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investment. Alpha is historical measure of a
stock return on investment compared to the
risk adjusted return. A positive alpha of 1
means the stock has outperformed its bench
mark index by one percent (CNBC). A similar
negative alpha of 1 depicts the under
performance of the stock as compared to its
bench mark index. Thus, every investor is
seeking positive alpha and analysing the
alpha of a stock is important as it indicates
the possibility of its success in the future too.
Alpha is a measure of success of any stock.
This follow the principle that when the
market rises over time it adds the value to
most of the stock this is called market return
and is often adjusted with the risk however
there are many stocks which outperform,
usually because of higher earnings. Their
return is higher than the market. Alpha
calculates this difference by comparing the
stocks with a bench mark index it thus
represent how much value has added or
subtracted to the total returns.
The decline in business activity, and rising
unemployment were not only the result of
the recession; the disclosures of corporate
scandals also contributed to the downturn.
(Payne and Wong, 2004).Recent global
financial crisis is a major turmoil event which
permeated all over the world irrespective of
developed or emerging developing
countries. This crisis is quite different from
Asian financial crisis in 1997 and is more
contagious and deeper than Asian crisis.
Probably, it is the largest crisis after great
recession of 1930s that has affected both real
and financial sectors (Llanto and Badiola,
2010).
This crisis originated in United States in
second half of 2007 with the spark of
subprime mortgage crisis and got worst
momentum in the year 2008. The contagion
of the crisis in the world was due to
technological
advancement
and
globalization. Developing countries also
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faced negative repercussions of this crisis and
experienced adverse impact on their
economies via the channel of finance and
trade. Net capital in flows from developed
countries to developing countries shrunk
drastically from the beginning of this crisis.
This crisis badly affected Foreign Direct
Investment (FDI), portfolio investment and
exports of the developing countries (Iqbal,
2010).
Global financial crisis that started from
United States after mid 2007 is considered
the worlds largest crisis after 1930s recession.
Of course, this crisis also penetrated to
worlds stock markets and adversely hit
them. Considering this, few studies also
assess the impact of crisis on stock markets.
The role of stock markets is beneficial for
providing finance to lacking sectors and also
helpful to boost private sector and sharing
risk (Omet 2002).
Due to complicated functions of stock
exchange, different aspects of it are analyzed
in literature on stock exchange by Gittens
(2006) and Shen and Shen (2006). Abundant
evidence is also available about positive
impact of stock market developments on
economic growth (Levine and Zervos, 1996;
Levine, 2002; Nieuwerburgh et al., 2006;
Enisan and Olufisayo 2009). Zuckerman E.
and Rao H. (2004) related the market crash
of year 2000 to the main features of trading
in technology stocks early in the 1990s.
Investors and stock traders were not able to
explain the implications of the rise and fall
of the internet stock for many years. Ofek
and Richardson (2003) pointed out that
during that period, the very high volume of
trade in Internet stocks indicated a wide gap
between the prices and their fundamental
values. Demers and Lev (2001) gave two
broad reasons for how internet stocks
reached unjustifiably high prices in the late
1990s and early 2000.Roll (1989) suggested
downward revised expectations for the
worldwide economic activity.
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Others highlighted that stock prices swing
from fundamental values due to the trading
activities of the uninformed (Shiller,
1984).Payne and Daghestani (1998) studied
the financial determinants of safety during
a period of great optimism, expectations of
future growth, and a general feeling among
investors that the market could only go up.
They concluded on the basis of their analysis,
that the firms characterized by safety of
investment during this period had in their
financial profile a greater level of capital
spending, a greater return to total capital, less
financial leverage, and surprisingly, less
growth potential than a randomly selected
group of similar firms.
Using EGARCH model, Olowe (2009) studied
the response of stock return and its volatility
of Nigerian stock market to this recent global
financial crisis. The results of the study shows
that stock returns and its volatility in Nigeria
are free from the severity of this crisis. In
contrast to this study, Adamu (2010) studied
the Nigerian stock market with conventional
statistical analysis i.e. standard deviation and
variance analysis and divided the data into
pre and post crisis period. This study
empirically revealed that during the financial
crisis period, volatility in Nigerian stock
market increased.
Ravichandran and Maloain (2010) found that
during recent financial crisis, stock markets
of six Gulf countries faced negative pressure
but these markets strengthened during post
crisis period.
Haryani et.al. (2013) found that there is
change in the Beta (?) of only two companies
out of the eight companies considered for
the study. It also proves that the Beta (?) of
almost all top graded companies was same
as before, which indicates that, the
performance and its relativity to the market
is same as was before recession. They also
suggested that traders and investors should
consider this fact before taking any of their
trading decision and should check the
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change in Beta (?) of the stock in which the
trading has to be done on regular intervals.
Choudhary et.al. (2015) found that the out
of the four refineries companies taken under
consideration, the beta of two companies was
significantly impacted by the recession. The
stock sensitivity of all the companies under
consideration were impacted but the
fundamental strength was same and there
was no impact of recession on the stocks.
OBJECTIVES
l

To evaluate the effect on fundamental
strength (alpha) of select banks stock
prices, pre and post government
formation.

l

To study the effect on sensitivity (beta)
of select banks stock prices vis a vis
pre and post Government formation.

Null Hypotheses for the study
H 01 .There is no significant effect on
fundamental strength (alpha) of Axis Bank
stock prices, pre and post Modi government
formation.
H02.There is no significant effect on sensitivity
(beta) of Axis Bank stock prices, pre and post
Modi government formation.
H 03 .There is no significant effect on
fundamental strength (alpha) of HDFC Bank
stock prices, pre and post Modi government
formation.
H04.There is no significant effect on sensitivity
(beta) of HDFC Bank stock prices, pre and
post Modi government formation.
H 05 .There is no significant effect on
fundamental strength (alpha) of ICICI Bank
stock prices, pre and post Modi government
formation.
H06.There is no significant effect on sensitivity
(beta) of ICICI Bank stock prices, pre and post
Modi government formation.
H 07 .There is no significant effect on
fundamental strength (alpha) of Indusind
Bank stock prices, pre and post Modi
government formation.
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H08.There is no significant effect on sensitivity
(beta) of Indusind Bank stock prices, pre and
post Modi government formation.

H20.There is no significant effect on sensitivity
(beta) of Punjab National Bank stock prices,
pre and post Modi government formation.

H 09 .There is no significant effect on
fundamental strength (alpha) of Kotak Bank
stock prices, pre and post Modi government
formation.

METHODOLOGY

H10.There is no significant effect on sensitivity
(beta) of Kotak Bank stock prices, pre and
post Modi government formation.
H 11 .There is no significant effect on
fundamental strength (alpha) of Bank of
Baroda stock prices, pre and post Modi
government formation.
H12.There is no significant effect on sensitivity
(beta) of Bank of Baroda stock prices, pre and
post Modi government formation.
H 13 .There is no significant effect on
fundamental strength (alpha) of Canara Bank
stock prices, pre and post Modi government
formation.
H14.There is no significant effect on sensitivity
(beta) of Canara Bank stock prices, pre and
post Modi government formation.
H 15 .There is no significant effect on
fundamental strength (alpha) of Central
Bank stock prices, pre and post Modi
government formation.
H16.There is no significant effect on sensitivity
(beta) of Central Bank stock prices, pre and
post Modi government formation.
H 17 .There is no significant effect on
fundamental strength (alpha) of IDBI Bank
stock prices, pre and post Modi government
formation.
H18.There is no significant effect on sensitivity
(beta) of IDBI Bank stock prices, pre and post
Modi government formation.
H 19 .There is no significant effect on
fundamental strength (alpha) of Punjab
National Bank stock prices, pre and post
Modi government formation.

The Study: The study is descriptive in nature
and is undertaken to identify the effect on
Fundamental strength (alpha) and Sensitivity
(beta) of selected banks stock prices, pre and
post formation of Modi government.
The Sample: The sample of the study is taken
from NSE and 10 private sector bank
representing maximum share of banking
sector (private) has been selected for the
study. The sample data is taken from May
2011 to May 2017.
Tools for Data Collection: The stock price
data of selected banks are taken from
moneycontrol.com and nseindia.com
websites. To make a balance between the Pre
and Post data, one month prior and one
month after formation of Modi government
is not taken into consideration. The data for
three year minus one month for Pre and
three year minus one month for Post study
is considered.
Tools for Data Analysis: Alpha and Beta
were calculated. Arithmetic Mean and Paired
t-test were also calculated to analyze the data.
The data analysis was done using MS-excel
and SPSS software.
RESULT AND DISCUSSION
The calculated data was analyzed and the
twenty null hypotheses were tested.
1. Axis Bank
Alpha denotes the fundamental strength
(Unsystematic Risk or Company Risk) of any
stock. Alpha Value of Axis bank, Pre-Modi
Government formation was -0.026 and PostModi Government formation was -0.094
which depicts that there is decrease in the
fundamental strength of Axis Bank post
Modi government formation. However,
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when the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.61 which is more than
.05, hence the hypothesis H01 is not rejected.
This states that there is no significant
difference between the Fundamental
strength of Axis bank, post Modi government
formation. This implies that there is no
statistically significant impact of formation
of Modi government on fundamental
strength of Axis banks stock.
Beta is the measure of systematic risk or
market risk. Beta value of Axis bank, PreModi Government formation was 1.49 and
Post-Modi Government formation was 1.47
which depicts that there is a decrease of
dependency of stock price movement on its
index in Post-Modi Government period. It
can be further depicted that the stock
volatility was same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.89 which
is more than .05, hence the hypothesis H02
is not rejected. This states that there is no
significant difference between the stocks
sensitivity of Axis bank, pre and post Modi
government formation. This implies that
there is no statistically significant impact of
formation of Modi government on Axis bank
stocks sensitivity.
2. HDFC Bank
Alpha Value of HDFC bank, Pre-Modi
Government formation was -0.058 and PostModi Government formation was 0.073
which depicts that there is increase in the
fundamental strength of HDFC Bank post
Modi government formation. To get robust
evidence of increase, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.30 which
is more than .05, hence the hypothesis H03
is not rejected. This states that there is no
significant difference between the
fundamental strength of HDFC, post Modi
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government formation. This implies that
there is no statistically significant impact of
formation of Modi government on
fundamental strength of HDFC banks stock.
Beta value of HDFC bank, Pre-Modi
Government formation was 0.99 and PostModi Government formation was 0.82 which
depicts that there is a decrease of
dependency of stock price movement on its
index in Post-Modi Government period.
Mean score of beta depicted that the stock
volatility was not same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.035
which is less than .05, hence the hypothesis
H04 is rejected. This states that there is
significant difference between the stocks
sensitivity of HDFC bank, pre and post Modi
government formation. This implies that
there is statistically significant impact of
formation of Modi government on HDFC
bank stocks sensitivity.
3. ICICI Bank
Alpha Value of ICICI bank, Pre-Modi
Government formation was -0.027 and PostModi Government formation was -0.163
which depicts that there is decrease in the
fundamental strength of ICICI Bank post
Modi government formation. However,
when the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.25 which is more than
.05, hence the hypothesis H05 is not rejected.
This states that there is no significant
difference between the Fundamental
strength of ICICI bank, post Modi
government formation. This implies that
there is no statistically significant impact of
formation of Modi government on
fundamental strength of ICICI banks stock.
Beta value of ICICI bank, Pre-Modi
Government formation was 1.59 and PostModi Government formation was 1.53 which
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depicts that there is a decrease of
dependency of stock price movement on its
index in Post-Modi Government period. It
can be further depicted that the stock
volatility was almost same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.58 which
is more than .05, hence the hypothesis H06
is not rejected. This states that there is no
significant difference between the stocks
sensitivity of ICICI bank, pre and post Modi
government formation. This implies that
there is no statistically significant impact of
formation of Modi government on ICICI
bank stocks sensitivity.
4. Indusind Bank
Alpha Value of Indusind bank, Pre-Modi
Government formation was 0.053 and PostModi Government formation was 0.125
which depicts that there is increase in the
fundamental strength of Indusind Bank post
Modi government formation. To check
robustness of results, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.24 which
is more than .05, hence the hypothesis H07
is not rejected. This states that there is no
significant difference between the
fundamental strength of Indusind bank, post
Modi government formation. This implies
that there is no statistically significant impact
of formation of Modi government on
fundamental strength of Indusind banks
stock.
Beta value of Indusind bank, Pre-Modi
Government formation was 1.35 and PostModi Government formation was 1.05 which
depicts that there is a decrease of
dependency of stock price movement on its
index in Post-Modi Government period. It
can be further depicted that the stock
volatility was not same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
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statistically tested through paired T-test, the
p value (two tail) was calculated as 0.01 which
is less than .05, hence the hypothesis H08 is
rejected. This states that there is significant
difference between the stocks sensitivity of
Indusind bank, pre and post Modi
government formation. This implies that
there is statistically significant impact of
formation of Modi government on Indusind
bank stocks sensitivity.
5. Kotak Bank
Alpha Value of Kotak bank, Pre-Modi
Government formation was 0.053 and PostModi Government formation was 0.016
which depicts that there is decrease in the
fundamental strength of Kotak Bank post
Modi government formation. However,
when the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.70 which is more than
.05, hence the hypothesis H09 is not rejected.
This states that there is no significant
difference between the fundamental strength
of Kotak bank, post Modi government
formation. This implies that there is no
statistically significant impact of formation
of Modi government on fundamental
strength of Kotak banks stock.
Beta is the measure of systematic risk or
market risk. Beta value of Kotak bank, PreModi Government formation was 1.13 and
Post-Modi Government formation was 1.15
which depicts that there is slight increase of
dependency of stock price movement on its
index in Post-Modi Government period. It
can be further depicted that the stock
volatility was almost same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.92 which
is more than .05, hence the hypothesis H10
is not rejected. This states that there is no
significant difference between the stocks
sensitivity of Kotak bank, pre and post Modi
government formation. This implies that
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there is no statistically significant impact of
formation of Modi government on Kotak
bank stocks sensitivity.
6. Bank of Baroda
Alpha Value of Bank of Baroda, Pre-Modi
Government formation was -0.075 and PostModi Government formation was -0.144
which depicts that there is decrease in the
fundamental strength of Bank of Baroda post
Modi government formation. However,
when the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.66 which is more than
.05, hence the hypothesis H11 is not rejected.
This states that there is no significant
difference between the fundamental strength
of Bank of Baroda, post Modi government
formation. This implies that there is no
statistically significant impact of formation
of Modi government on fundamental
strength of Bank of Baroda stock.
Beta is the measure of systematic risk or
market risk. Beta value of Bank of Baroda,
Pre-Modi Government formation was 1.40
and Post-Modi Government formation was
1.57 which depicts that there is increase of
dependency of stock price movement on its
index in Post-Modi Government period. It
can be further depicted that the stock
volatility was not same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.28 which
is more than .05, hence the hypothesis H12
is not rejected. This states that there is no
significant difference between the stocks
sensitivity of Bank of Baroda, pre and post
Modi government formation. This implies
that there is no statistically significant impact
of formation of Modi government on Bank
of Baroda stocks sensitivity.
7. Canara Bank
Alpha Value of Canara bank, Pre-Modi
Government formation was -0.130 and Post-
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Modi Government formation was -0.068
which depicts that there is increase in the
fundamental strength of Canara Bank post
Modi government formation. However,
when the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.60 which is more than
.05, hence the hypothesis H13 is not rejected.
This states that there is no significant
difference between the fundamental strength
of Canara bank, post Modi government
formation. This implies that there is no
statistically significant impact of formation
of Modi government on fundamental
strength of Canara banks stock.
Beta value of Canara bank, Pre-Modi
Government formation was 1.53 and PostModi Government formation was 1.60 which
depicts that there is increase of dependency
of stock price movement on its index in PostModi Government period. It can be further
depicted that the stock volatility was not
same before and after formation of Modi.
Government Further to check the sensitivity
of stock, the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.71 which is more than
.05, hence the hypothesis H14 is not rejected.
This states that there is no significant
difference between the stocks sensitivity of
Canara bank, pre and post Modi government
formation. This implies that there is no
statistically significant impact of formation
of Modi government on Canara bank stocks
sensitivity.

8. Central Bank
Alpha Value of Central bank, Pre-Modi
Government formation was -0.117 and PostModi Government formation was 0.037
which depicts that there is increase in the
fundamental strength of Central Bank post
Modi government formation. However,
when the result was statistically tested
through paired T-test, the p value (two tail)
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was calculated as 0.19 which is more than
.05, hence the hypothesis H15 is not rejected.
This states that there is no significant
difference between the fundamental strength
of Central bank, post Modi government
formation. This implies that there is no
statistically significant impact of formation
of Modi government on fundamental
strength of Central banks stock.
Beta is the measure of systematic risk or
market risk. Beta value of Central bank, PreModi Government formation was 1.15 and
Post-Modi Government formation was 0.97
which depicts that there is a decrease of
dependency of stock price movement on its
index in Post-Modi Government period. It
can be further depicted that the stock
volatility was not same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.07 which
is more than .05, hence the hypothesis H16
is not rejected. This states that there is no
significant difference between the stocks
sensitivity of Central bank, pre and post Modi
government formation. This implies that
there is no statistically significant impact of
formation of Modi government on Central
bank stocks sensitivity.
9. IDBI Bank
Alpha Value of IDBI bank, Pre-Modi
Government formation was -0.099 and PostModi Government formation was -0.104
which depicts that there is decrease in the
fundamental strength of IDBI Bank post
Modi government formation. However,
when the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.97 which is more than
.05, hence the hypothesis H17 is not rejected.
This states that there is no significant
difference between the fundamental strength
of IDBI bank, post Modi government
formation. This implies that there is no
statistically significant impact of formation
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of Modi government on fundamental
strength of IDBI banks stock.
Beta value of Axis bank, Pre-Modi
Government formation was 1.39 and PostModi Government formation was 1.64 which
depicts that there is increase of dependency
of stock price movement on its index in PostModi Government period. It can be further
depicted that the stock volatility was not
same before and after formation of Modi.
Government Further to check the sensitivity
of stock, the result was statistically tested
through paired T-test, the p value (two tail)
was calculated as 0.07 which is more than
.05, hence the hypothesis H18 is not rejected.
This states that there is no significant
difference between the stocks sensitivity of
IDBI bank, pre and post Modi government
formation. This implies that there is no
statistically significant impact of formation
of Modi government on IDBI bank stocks
sensitivity.
10. Punjab National Bank
Alpha Value of Punjab National Bank, PreModi Government formation was -0.090 and
Post-Modi Government formation was -0.222
which depicts that there is decrease in the
fundamental strength of Punjab National
Bank post Modi government formation.
However, when the result was statistically
tested through paired T-test, the p value (two
tail) was calculated as 0.48 which is more than
.05, hence the hypothesis H19 is not rejected.
This states that there is no significant
difference between the fundamental strength
of Punjab National Bank, post Modi
government formation. This implies that
there is no statistically significant impact of
formation of Modi government on
fundamental strength of Punjab National
Banks stock.
Beta value of Punjab National Bank, PreModi Government formation was 1.38 and
Post-Modi Government formation was 1.29
which depicts that there is a decrease of
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dependency of stock price movement on its
index in Post-Modi Government period. It
can be further depicted that the stock
volatility was not same before and after
formation of Modi. Government Further to
check the sensitivity of stock, the result was
statistically tested through paired T-test, the
p value (two tail) was calculated as 0.77 which
is more than .05, hence the hypothesis H20
is not rejected. This states that there is no
significant difference between the stocks
sensitivity of Punjab National Bank, pre and
post Modi government formation. This
implies that there is no statistically significant
impact of formation of Modi government on
Punjab National Bank stocks sensitivity.
CONCLUSION
The study concluded that the fundamental
strength of the company remains same and
statistically also there is no significant effect
of Modi government formation. However,
mean alpha of Axis, ICICI, Kotak, BOB, IDBI
and PNB has decreased which shows that
there is decrease in the fundamental
strength of the bank. Still the difference is
not statistically significant. The mean alpha
of HDFC, Indusind, Canara and Central Bank
of India has increased in the given period,
however the increase is not statistically
significant. Thus, we can depict that the
position of bank is constant in terms of their
performance.
The study also concludes that the banking
sector stocks are fundamentally strong and
less volatile. However due to more prudent
reforms in the sector better returns in future
are expected. As Modi government is
showcasing these reforms, the future for
banking industry can be seen bright. The
only challenge banking industry is facing is
of nonperforming assets, which affect the
profitability and in turn is reflected on stock
prices of banking companies. It is depicted
from the data that the fundamental strength
and stock sensitivity of select banks is same
in the pre and post formation of Modi
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Government Thus, if favourable initiatives
can be taken for curbing the problem of NPA,
the banking stock may generate good
returns. Further, the investor should consider
Alpha and Beta analysis for different period
so that they can predict the fundamental
strength and Stock sensitivity.
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AGRICULTURAL BUSINESS: NEED FOR AN INTEGRATIVE APPROACH
FOR SHARPENING ITS EDGES
Arpit Tiwari*, Piyush Kendurkar**
The availability of food is an essential requirement for human survival, but what if, the same becomes
a challenge. With the growing population and industrialization, the increased demand for food
production and processing has become a bigger concern for many countries in the world. India is also
consistently trying to search for new ways of managing the concern. The paper identifies that the
main concern is not just to enhance the agricultural production or to market the farmed product
efficiently but also, to increase the shelf-life of these products, so as to deliver the high-quality agroproducts to the consumers. Agri-business is the primary sector of the Indian economy and also is
cumulatively producing a large quantity of food, but that seems not enough. The growing demand
and competition are now compelling the government to think for an innovative solution that can ease
the operations in the agriculture sector. This paper points out the key facts from the recent research
studies on green technology in food production, and also points out the need for a shift from traditional
supply chain activities to cold chain supply activities. The paper suggests an integrative approach for
effective operations of agri-business that includes the use of green technology for production, e-choupal
for bridging the market gap and Cold Chain Supply (CCS) for distribution for the food and Vegetables
(F&V). This integration would help all the stakeholders for sharpening the edges of agri-business.
This paper explains, how the technology can be beneficial for the overall supply chain or cold chain
supply practices, with minimum impact on the environment.
Keywords: Green Technology, Cold Chain Supply Practices, e-choupal, Agri-business, Food
Productivity.

INTRODUCTION
The economy of India is currently growing
consistently. Parallel to the manufacturing
and service sector, the agriculture sector is
also playing a significant role in achieving
such rapid growth. This fast growth and
industrialization have raised the requirement
for new and justifiable agricultural
techniques for increasing the agro production. Adequate production, storage,
and supply of healthy food product are
essential for dealing with the increased
demand by growing Indian population. To
meet this escalating demand, India would
not only have to increase its food-production
but also the storage and supply capabilities,
with the lesser effect on the environment.
The farmers and food processing companies
that follow a strict standard for environment
and society should also match the regulatory

and emerging technology requirement to
leverage such competitive advantages. Like
other sectors, the agriculture sector is also at
the stage where the use of technology can
impact the productivity and the quality of
food.
The agriculture sector also has a high social
impact. Food supply shortage has left 3 billion
people malnourished globally facing iron
deficiency that has affected 2 billion people,
and protein/calorie deficiencies affected
nearly 800 million people. Thus, it is now, a
high requirement for modernizing the agribusiness practices at a faster pace. The
governments all over the world are also
trying to improve their food supply system.
There is another challenge of change in the
consumption demographics. The farmers
and numerous other stakeholders being a
part of complete food supply chain can put
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their associated efforts and convert these
challenges into opportunity. All the
stakeholders
can
leverage
these
opportunities in the areas of farming
(Production), processing, distribution and
other supply chain activities by application
of new technology. Green technology is one
such means that can ease the production and
supply process and also increase the
stakeholder satisfaction. The phenomenon of
green technology has been defined by many
global agriculture associations, the global
collaborative encyclopedia, and Wikipedia,
as; the application of more than one of
environmental science, green chemistry, ecofriendly controlling techniques and use
electronic devices to monitor, and conserve
the environment and resources to curb the
negative impacts of human involvement.
Green technology is relatively a new concept
that has proven to be a blessing for the
agriculture sector. It is a concept that can help
the farmers and other small stakeholders of
the agriculture sector in producing the high
quality of food and vegetables. Farming
through green technology uses organic
fertilizers and equipment with reduced
human intervention. There are several
know-hows of green technology which can
lead to the remarkable increase in the
productivity with a superior quality of
produce. As explained in the definition, the
green technology is the sequential
application of environment-friendly methods
and raw materials to produce quality
produce and monitoring the whole process
through electronic devices for minimizing the
negative impact on the environment.
Intending to increase the productivity of the
farm product and improve the quality at the
same time, the green technology can be much
beneficial for the farmers than that of
traditional methods of farming and food
processing.
The use of green technology can be viewed
as a key facilitator for the improved food
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production, sustainable food processing and
distribution system. Besides numerous
benefits of green technology for agribusiness, many issues have to be handled by
the countries for the successful development
of food chain infrastructure. The
implementation of technology also opens up
the way forward for the cold chain supply
in various developing countries like India.
India has also been implementing
Information
and
Communication
Technology (ICT) during past few years, for
creating value in the overall food chain.
Many e-choupal initiative grants were on
track in more than 40,000 villages with a
viewpoint of connecting the farmers directly
to the market through internet Kiosks.
Development of e-choupal infrastructure has
improved the process of agriculture and
establishes the direct connection between
buyers and sellers. This has reduced the total
cost of the complete process and created
value throughout the food chain. The
productivity has immensely increased due to
e-choupal infrastructure.
REVIEW OF LITERATURE
Gendron and Audet (2012) explained the
consistently changing scenario of the
agriculture sector and emphasized the
contribution of technology towards the
transformation of social life. They stated that
The agricultural sector has its history of
10,000 years that has contributed to the
transformation of the social life. Initially, the
food chain was very simple - as conservation
techniques were limited, foods were grown
locally and eaten only when in season. A
subsistence agricultural system prevailed,
and because of its importance for survival,
food was not considered as simply another
commodity but an important requirement
for existence. With the evolution of time,
many new technologies have emerged that
has increased the agricultural productivity.
Use of technology has become a boon to the
agricultural system in many countries across
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the world. They have also described the food
chain supply in the same paper as the agrofood supply chain, in particular, refers to a
system of actors linked from farm to fork
to produce consumer-oriented products in
an efficient manner and with an optimized
flow of agricultural products through the
different steps of the food chain.
Seinfeld et.al. (2006), have also defined the
effective supply chain as A system whose
constituent parts include material suppliers,
production facilities, distribution services and
customers linked together by a feed-forward
flow of material and feedback of
information Use of technology has made
the flow of information easy throughout the
complete supply chain network. There are
still many challenges that hinder
improvement in the operations of the
agricultural sector.
Mena and Stevens (2010) had listed some of
the specific issues in managing supply chain
for food as seasonality of supply and
demand, customer issues of traceability and
risk management related to health, nutrition,
and safety, and the environmental impact of
food production through extensive resource
use, including water and land use and from
the significant greenhouse gas emissions and
waste resulting from agricultural
production. In the same paper, the author
has also assessed that a significant trend in
the structure of agro-food supply chains is
the growing attention and consolidation that
has taken place at all levels of the chain. This
attention is a concern if it results in collusion,
price fixing, and unfair market practices.
Competition policy exists in most developed
countries, but there is no doubt that the
activities controlled by large firms may have
significant implications for the structure and
management of the supply chain.
FAO (2010) have identified the major
challenge as the ongoing loss of biodiversity
and its potential impacts on health and the
environment. Biodiversity is being lost at an
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exceptional rate as a result of current
agricultural and industrial practices.
Ultimately, food production and processing
must be done with the objective of providing
sustainable diets to all. He defines that
sustainable diets as those diets with low
environmental impacts which contribute to
food and nutrition security and to healthy
life for present and future generations. Such
diets are protective and respectful of
biodiversity and ecosystems, culturally
acceptable, accessible, economically fair and
affordable, nutritionally adequate, safe and
healthy, while optimizing natural and
human resources.
Schader et. al. (2012) have conducted a
detailed study about the benefits of green
production and introduced green technology
as a solution to the challenges in the
agriculture production and stated that
Green food production often evokes organic
farming practices typical of a few centuries
ago. This type of farming uses a small area
of land for crops and another dedicated area
for grazing beef, sheep, and goat. Farm
entities were almost always self-sufficient
with no use of pesticides or herbicides and
the only fertilizer used was manure. As a
typical cradle-to-cradle approach, organic
farming suits the notion of a green
technology. A general quantification of
environmental performance of organic
agriculture is, however, difficult as there is
high variability between countries, regions,
farm types, and products. The farmed goods
produced with such green technology are of
improved quality and need to be supplied
all over the nation that demands improved
supply chain.
Christopher (1998) describing the key
features of supply chain stated that the
elements involved in a Supply Chain are
customer value, competitive advantage and
integration and coordination. Customer
needs can be met suitably with Efficient
Customer Response (ECR) which is based on
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effective assortment, replenishment,
promotions and new product development.
These all are dependent upon the range of
products, its pricing, and management of
space in the retail outlet. Competitive
advantages to any firms come through
enhancement of productivity and value.
Advantage of productivity accrues by
achieving the better results with minimum
resource utilization compare to others. Value
emanates by providing customized products
or services, reliability and responsiveness,
which require innovation and resources.
Viswanadham (2007) in the research with
Center for Global Logistics and
Manufacturing Strategies identified the
importance of food processing industry in
maintaining fair competition in agri-business
in India. He stated that The food processing
industry has an important role in linking the
farmers to the final consumers in the
domestic as well as the international markets.
Food processing combined with marketing
has the potential of solving the basic
problems of agricultural surpluses, wastages,
and better remuneration to the farmers.
These produces, if processed and marketed
smartly, can make India a leading food
supplier of the world. India with a population
of 1.08 billion provides a large and growing
market for food products. Furthermore, the
upward mobility of income classes and
increasing need for convenience and hygiene
is driving demand for perishables and nonfood staples and processed foods. Also,
eating out is a booming practice in urban
India and processed foods are accepted as
alternative to the home cooked food because
of the convenience it offers. Thus, both for
local consumption as well for export there is
a year round opportunity for fruits and
vegetables, meat and poultry products and
ready to eat processed foods. Other than
production and processing of food products,
storage and supply also has an equal
importance to complete the food chain.
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Viswanadham (2007) in his review study
explained the emergence of new supply
chain and retail practices in India and had
stated that From a supply chain perspective,
the more important aspects of emergence of
organized retail have resulted in a close focus
on identification and exploitation of hidden
supply chain costs and efficiencies. In India
Reliance Fresh and Spencer's are the pioneers
in the organized retail sector. Emergence of
organized retail is leading to direct benefits
to the farmers, by giving better price by
lowering the cost and providing better
quality products to the end consumers. Local
companies like Dabur, MTR, ITC, Godrej, and
Amul are aggressively developing semiprocess and ready-to -eat foods. Such
emerging trend has derived the need for
bridging the gap between the farmers to
market. ITC with Government support has
played a major role to do the same.
Kuttayan and Rao (2003) conducted a
descriptive case study on ITC's (Indian
Tobacco Corporation) e-choupal initiative.
Through the study, they described the effect
of emerging technologies on Indian food
supply chain and highlighted the benefits of
information technology to the supply chain
partners (ITC and farmers). It has been found
that farmers get the benefits like faster
processing time, prompt payment and access
to a wide range of information, including
accurate market price knowledge, and
market trends, it also help them to make
efficient selling decisions. The farmers selling
directly to ITC through an e-choupal receive
a higher price for their crops than they would
receive through the mandi (traditional)
system, on an average they get about 2.5
percent higher. The overall benefits to
farmers include lower prices for inputs and
other goods, higher yields, and a sense of
empowerment. The system also provides
direct access to information about conditions
on the ground and weather which helps
farmers in planning for the next crop.
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Halder and Pati (2012) has assessed the need
for shifting the traditional practices in agribusiness in India with the growing
population and rapid development. They
stated that As the Indian population is
increasing; the demand for fresh fruits and
vegetables is also increasing. Owing to the
perishable nature and very short shelf life,
these items require proper storage and
transportation facilities in order to reach to
the customer in the fresh state. A lack of
investment in agriculture makes the country
vulnerable to international price shocks as
well as exchange-rate volatility. This study
undertakes a thorough review of basic and
contemporary literature available and tries
to explain the challenges and opportunities
in supply chain management to create a
bridge between rural and urban market. It
also brings out relevant research gaps and
overlooked problems in the supply chain.
CURRENT SCENARIO  SUPPLY CHAIN
FOR FOOD
India is a country of villages, but still, a
significant population of the country has
immigrated to the urban areas. Although, the
e-choupal infrastructure and use of green
technology have improved the production
capability and the market access for the
farmers. There is a lot can be done to bring
in process innovation and improve the food
supply. Another important trend in the
configuration of the agro-food supply chain
is the absorption and the amalgamation at
all the levels of the food chain. This
absorption is a concern if the same is resulting
into collusion, fixed pricing, and unfair
market competition. The competition policy
is apparent in many developed as well as
developing countries, like India. Although,
there is a chance that the activities controlled
by the big players in the sector may have
remarkable effects on the structure and
management practices of the food supply
chain. The quality and productivity of food
can now be maintained by using green
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technology and bioengineered fertilizers. For
instance, the monopoly of the seed supply
has generated a monotonous culture of no
variety, which can have a substantial impact
on biodiversity.
The agro-food supply consists of various
stakeholders that create a link between farm
and fork to make the agricultural products
available in more efficient manner. This
ensures the better movement of products
throughout the food chain (Gendron and
Audet, 2012). Therefore, the agri-business
stakeholders should now, take a step forward
for strengthening the distribution channel
using a temperature-controlled storage and
supply network, commonly known as Cold
Chain Supply (CCS) network. The core
motivation for cold chain supply is to
maintain a prescribed temperature in the
surroundings of food and vegetables
throughout the chain until the time it reaches
to the marketplace. Many countries have
begun to work on the upgradation of their
agricultural infrastructure using green
technology and CCS network. With the rapid
development and consistent need to improve
export capability, many developing countries
having minimum resources are also focusing
on the fast adoption of green technology and
cold chain supply phenomenon.
NEED FOR EFFECTIVE SUPPLY CHAIN IN
INDIAN CONTEXT
India is a fast developing country, and to a
larger extent, the economic development is
still dependent on the agricultural sector.
Therefore, it is essential for the country to
have a strong supply chain for food and
vegetables (F&V). There are many small
stakeholders that contribute towards the
successful operation of the supply chain in
F&V. From a farmer s land to a consumer, a
horticulture product passed through six-toseven different distribution channels
(Viswanadham, 2007). F&V produced in the
farmers place reaches to the end consumer
through a chain of intermediate agents.
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These agents perform various functions,
such as transferring the commodity s
ownership, its storage, transport, and
preservation of quantity and quality,
payment to the seller and commodity
delivery to the buyer (Halder and Pati, 2011).
Having a greater number of intermediaries,
the supply chain for F&V has higher
significance for maintaining the quality
during the complete process. This
subsequently increases the demand for an
effective supply chain in food and vegetables
to which cold chain supply is the most
feasible answer. The cold chain supply can
be seen as an important process that protects
a variety of farmed products from getting
worsened throughout the complete supply
chain. Cold Chain Supply (CCS) preserves
the food and other perishable products at a
prescribed temperature. It coordinates a
series of activities like; storage, transport at
a controlled temperature from farm to fork
level. It saves fresh products from
degradation, humidity, improper exposure to
temperature and keeps them frozen, fresh
and chilled (Bishara, 2006) and finally creates
value for the agri-business practices.
There have been many research studies
conducted by National Center for ColdChain Development (NCCD), the
government agency looking after cold chain
infrastructure development in India. One
such study states that the cold chain supply
services are available only in wholesale
market or nearer to these markets (NCCD,
2012). This inefficiency in Supply Chain is the
major reason for the loss and wastage of
food and other perishable items in India.
Another disadvantage of such inefficiency is
the increased price of the commodities for
the end consumers and less earning for the
farmers and other intermediaries. So, the
effectiveness of supply chain for doing
business in the agriculture sector is of high
significance.
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Efficient supply chain network would not
only improve the quality and productivity
of food and vegetables but also would help
the stakeholders to gain more profit. The
effective supply chain of F&V would also
help the Government to deal with the food
safety concern in India. In this way, an
effective supply chain network, including the
use of green technology for production and
cold chain supply (CCS) can be the bestsuggested solution for agri-business in India.
COLD CHAIN SUPPLY
Many developed countries in the world are
leveraging benefits of Cold Chain Supply
practices as a part of their food chain supply
network. Cold Chain practices have also
been adopted by many developing countries
to improve their supply chain to a larger
extent that also enhances the contribution
of the agriculture sector into the countrys
economy.
In India, the food producers are consistently
trying to increase their productivity, but their
food gets wasted because of weak supply
chain system. The farmers produce the food
and vegetables, but this food could not reach
the end consumers due to the physical
distance between the places. The greater the
physical distance, the more, there is a chance
of the food and other perishable products
getting damaged or waste due to
temperature variation. There is a list of the
products labelled as perishable items, mainly
food, fruits and vegetables, whose quality can
get deteriorated with time and variation in
the temperature. Therefore, it is essential to
ensure the timely delivery of perishable
products by managing the whole supply
process at the controlled temperature. Many
companies in the pharmaceutical, medical
and food industries are increasingly utilizing
the benefits of the cold chain.
The process of cold chain involves the
transportation of the perishable items at a
prescribed temperature throughout the
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supply chain using thermal or refrigerated
means of transportation. There are various
logistics methods that include refrigerated
trucks, rail-cars, cargo ships and air cargos,
which makes the rapid delivery of the
products possible. The Government of India
(GoI) has also started considering the
importance of cold chain supply as effective
means of SCM for agri-business sector and
hence, began planning for many new
initiatives and policy supports for improving
the scope for every stakeholder in the
agriculture sector.
GOVERNMENT SUPPORT
The government initiatives and support are
essential for any sector in any country, and
the same is the case for India. Achieving
efficiency and capabilities in Food and
agriculture sector is of national importance
for India as it directly affects the health and
wellness of the society. So, the whole
population of the country gets affected from
this sector and hence, the importance of
government support increases more.
Government support is required at every
stage of the supply chain for food and other
perishable products from formulating
policies, setting norms for production,
processing, distribution and retailing.
Although setting norms is not enough,
attracting finances for such project related
to agriculture business is also one of the
leading roles of the government.
The government of India has been taking
many important initiatives for ensuring ease
of doing business in the agriculture sector.
By allowing entry of foreign operators and
foreign direct investment (FDI) for various
functions of the agriculture sector, the GOI
has taken a big step of growth in this sector.
This decision would not only bring in
financial capabilities but also the technical
and managerial capabilities for increased
profitability in agri-businesses. There are
some government agencies and departments
at central and state level that are responsible
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for handling/monitoring different functions
throughout the supply chain.
The Government of India (GOI) has the
opportunity to leverage the geographical
strengths of natural resources of the country
and raise its productivity by utilizing the
know-how of green technology. At the same
time, the government can also take strong
steps towards improving the Indian supply
chain network through the benefits of CCS.
However, the government has almost
formulated policy framework for
implementing green technology to improve
agriculture productivity and the Cold Chain
Supply for improving the quality, food safety
and profitability of agriculture business.
Further, it is significant for the wellness of
the sector to develop some specific packaging
methods and materials, machinery,
laboratories for developing new food
products. There is also the requirement to
design a procedural framework for storage
and processing food raw materials. Indian
Government has started taking many
initiatives and provided subsidies to the
stakeholders at various stages of the food
chain and agriculture. Some of the evidences
for the same have been demonstrated in the
literature review.
The agriculture sector is the primary sector
in India and has a huge contribution to the
development of Indian economy. The
development of agriculture in India is,
therefore, a critical matter of significance for
the nation. The present study suggests that
the use of green technology for increasing
productivity and quality of food can
effectively change the level of agriculture
production rapidly (Schader et.al. 2012).
Furthermore, green technology diminishes
the impact on the environment through
organic farming. The government is regularly
putting its efforts to aware the farmers to
utilize the green production techniques. The
paper further emphasizes that increasing the
productivity is definitely not enough but is
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just a significant component of the whole
process of agri-business.
It requires a systematic process development
for production and supply chain network
management. There is a high need for
investing efforts and money into the
research and development in the food and
agriculture sector. For the proper operation
of agri-business, it is necessary to think of an
entirely different approach to deal with the
challenges of agricultural development in
India. In place of dealing the issues at
different stages by different stakeholders,
there is a need for developing an
interconnected network. This can be
executed by linking all the stages of the food
chain like production, processing, storage,
and distribution of food and vegetables, and
work collaboratively for the development
and management of food chain
infrastructure. Finding an adequate balance
between food supply and demand in a way
that is sustainable and which guarantees the
long-term survival, the study proposes an
integrative approach for better results in agribusiness. Increasing productivity in a
sustainably will require accordingly high
priority to research, development,
innovation, education, and information in the
agriculture and agro-food sectors (OECD,
2011).
Analyzing these research works showing an
increased trend in demand for food supply,
it is proposed that the traditional methods
of agriculture business are not enough. This
study identifies a timely emergence and
adoption of new technology and a major shift
in the supply chain practices is the current
requirement. The study infers that the
emergence of a relatively newer concept of
green technology and cold chain supply
practices together can be used as a
competitive advantage for various
stakeholders in the agriculture sector. It has
been highlighted that adequate success in
agriculture sector requires an interlinked and
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systematic approach to deal with all the
challenges for implementing green
technology and developing thorough supply
chain network in the agriculture sector.
The study also suggests that use of
technology not only increases the
productivity and quality of the food product
but also works as a link from farm to fork
levels. India has also been utilizing the
information and communication technology
for bridging the gap between the farmers,
food processing companies and the end
market through ITCs e-choupal initiative
(Sachin and Kuttayan, 2003). This has given
the evidence that the involvement of
technology throughout the process with cold
chain practices can improve the efficacy of
overall agriculture business including
production, processing, and cold chain
supply activities. In this way, the paper
concludes that the use of an integrative
approach by application of green technology,
e-choupal practices, and cold chain supply,
can be proven to be advantageous for
sharpening the edges of agriculture business.
This subsequently would impact the greater
contribution of agriculture sector towards the
development of Indian economy.
CONCLUSION
This research is a review of the available
literature that is describing the current
situation demonstrating a high need for
effective supply chain management. The
study has tried to identify the infrastructure
gap in this sector and also the effectiveness
of integrative approach towards using green
technology, e-choupal, and cold chain supply,
as a best possible solution for addressing this
gap. Through this research, the concept of
green technology has been explored
properly. The research assesses the
requirement for the shift of approach from
traditional supply chain to cold chain
practices and the application of green
technology to improve the quality and
productivity. There can be a lot of prospects
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for research work for improving the
efficiency of the supply chain in food and
vegetables (F&V). There is still a need for
developing a systematic framework for
managing the effective cold chain in India.
Addressing the concern regarding supply
chain network in India and wastage and loss
of F&V can be the field of focus for further
research.
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CONSUMERS ATTITUDES TOWARDS ONLINE
SHOPPING IN NOIDA CITY
Sunayana Soni*, Dharmendra Mehta**, Naveen K. Mehta***, Rajesh K. Mehta****
Online shopping involves no travel, product carrying or restrictions on shopping hours, offering
greater accessibility, convenience and time saving. Online shopping has made consumers more effective
and efficient in their shopping behavior and forcing many marketers to device new strategies so that
marketers can reach new market of consumers. This study examined online shopping behavior of
online shoppers and various factors affecting the online shopping behavior. Specifically, the study
incorporated various factors, which are likely to influence online shopping such as Information about
product and services. A survey was conducted for online shoppers in Noida city. For the study, sample
of 119 online shoppers were chosen on basis of non-probability (convenience sampling). The analysis
and interpretation of data collected through questionnaires showed that online shoppers seeks clear
information about product and service, time saving, convenience, security and delivery on time thereby
resulted into important factors for online shopping. Most of the consumers who have experienced
online shopping are very satisfied with their respective shopping experiences. Companies should
analyse the factors affecting consumer behavior towards online shopping and the relationships between
these factors and the type of online buyers, so that they can devise effective marketing strategies to
convert potential customers into active customers, while retaining existing online customers.
However, there are a number of issues that have to be addressed before the advantages of online shopping
can be completely obtained.
Keywords: Online Shopping, Shopping Behavior, Online Shoppers, Companies, Customers.

INTRODUCTION
Online shopping has experienced a rapid
growth during the recent years due to its
unique advantages (for both consumers and
retailers) such as shopping for 365X24
facilities, decreasing need to visit stores,
saving travel time and costs, increasing
market area for shopping, decreasing
expenses and offering a wide range of
products. Since last decades, many
manufacturers and retailers have
incorporated the Internet into their
multichannel strategy and devoted
considerable resources to building the online
channel. In India, e-retailing has the potential
to grow more than hundredfold to reach a
value of USD 76 billion by 2021. The countrys
growing Internet-habituated consumer base,
which will comprise about 180 million broad
* Research Scholar, Pt. JNIBM, Vikram University, Ujjain
** Reader, FMS, Pt. JNIBM, Vikram University, Ujjain
*** Associate Professor, SUBIS, Barla, Distt- Raisen.
**** Principal, PITS, Ujjain

band users by 2020, along with a burgeoning
class of mobile Internet users, will drive the
online shopping story.
This study examines online shopping
behavior of online shoppers and various
factors affecting the online shopping
behavior. Specifically, the study incorporates
various factors, which are likely to influence
online shopping such as Information about
Product and Services, Time Saving,
Convenience, Security, Attractive offers
(Deals/Discount), Delivery Time and Mode of
Payment, Satisfaction Level for past
experience of online shopping. For achieving
objective of the study, survey was developed
indicating online shopping behavior and
various factors affecting the online shopping
behavior of online shoppers of Noida city. For
developing effective marketing strategies
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which can help to convert potential
customers into active customers, while
retaining existing online customers, online
service providers should analyze factors
affecting online shopping.
REVIEW OF LITERATURE
The online medium of commerce has
provided and will continue to provide great
opportunities for consumers and businesses.
Two main categories of literatures are of
particular interest in this study. One is
focused on consumer behavior in the
marketing field, and the other is focused on
the e-commerce management issues. An
extensive literature search has been
successfully performed for better
understanding of the Internet-enabled
evolution of consumers and markets.
Jarvenpaa (2000) found that the attitude and
the risk perception affected the consumer s
intention to buy from the store. Consumers
perceived risks associated with online
shopping have a critical effect on their
decision making.
Vrechopoulos et. al. (2001) remarked that
youths are the main buyers who used to buy
products through online. Dholakia and
Uusitalo (2002) examined the relationship
between age and Internet shopping and
found that younger consumers reported
more linen to the online shopping.
Chittenden et. al. (2003) identified that
subject line in mail, length of e-mail,
Incentive and used number of images helps
in increasing response rate in direct
marketing. Luarn et. al. (2003) found various
determinants of purchase loyalty like
customer satisfaction, trust, perceived value
and attitudinal commitment.
Yang and Lester (2004) found that online
shoppers have consistently stronger positive
feelings about online shopping than do nonshoppers and non-shoppers have more
negative feelings about online shopping than
do shoppers, but not consistently. Hasan et.al,
(2004) examined the possible determents of
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online purchase such as personality variable,
cultural variables, Internet usage capability,
internet usage to obtain product information
and product characteristics.
Chaffey, et. al. (2006) defined online business
as the application of Internet and related
digital technologies in conjunction with
traditional communications to achieve
marketing objectives. Karamian (2007)
analyzed demographic characteristics of
consumer and their effects on consumers
brand and price preferences. Chaffey and
Smith (2008) revealed that in order to
respond to the customers desire for control
and convenience, web stores have to design
an efficient system to enable consumers
easily find what they need, learn more about
it and quickly make a purchase decision. Kim
and Kim (2009) found that Consumer trust
in an online retailer was a significant
predictor of perceived internet confidence
and search intention for product information
via the online retailer.
Lu (2011) focused on factors that influence
users intention to transfer their usage from
the offline to the online channel that offer
similar services. The study revealed that
innovativeness in new technology and
relative benefit had positive effects on users
intention to transfer usage. Parikh and
Darshan (2011) found that customer
acceptance of internet shopping in India is
affected by perceived usefulness, attitude
towards using online shopping, consumer
knowledge about internet shopping and
perceived ease of use of internet shopping.
Albert and Hereinto (2012) recognized online
consumer characteristics factors like-cultural,
social, personal, psychological and showed
that main important factors motivate
shoppers were convenience, customer
service, product uniqueness and experiment
uniqueness.
Mehta et. al. (2013) studied the different
dimensions of Online Consumer Behavior
with the help of review of literature so as to
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provide an overview and references on some
of the conceptual and practical work
undertaken in the area of organizational
level. The study highlighted that if Emarketer/Companies know the insight on
their buyers characteristics, they could get
clues on how customers interpret and receive
stimuli (messages/information), which could
affect customers decisions. They also
examined the perception of consumers who
shop from traditional stores, for online
shopping. The results showed a positive
perception of offline shoppers towards
online shopping. In addition, the results also
show that offline shoppers gather
information on products and services online
but still make the purchase from traditional
stores by visiting a store.
Mehta et. al. (2014) stated that Facebook is
becoming a new marketing tool for
companies to enhance brand awareness;
marketers have to adopt new marketing
policies and strategies than the traditional
ones. Marketing teams also need to learn
new communication strategies about how to
maintain and improve long-term
relationships. They provided an exhaustive
review of prior theoretical literature of online
vs. offline consumer behavior. The study
revealed that consumers may use the two
channels differently resulting the same
consumers may exhibit different behaviors
when shopping across online and offline
channels. The also discussed contribution of
M-Commerce in sustainable economic
growth. The mobile applications can have a
much larger impact on emerging economies
than those of the developed world. MCommerce potential sectors for wealth
creation may emerge through Rural
Development, Commerce, Education, Job
Creation and Heath Delivery. The study
stressed that M-Commerce could be
considered as an engine for economic growth
of any developing country like India.
Mehta et. al. (2015) studied the perception
of youths about online shopping and
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discussed the different dimensions of online
shopping perception of youths with the help
of review of literature. Khurana and Kaur
(2015) attempted to bring together some of
the recently published studies nationally and
internationally to examine how E-commerce
is shaping the future of business, the role of
technology and changing behavior of
customers towards online buying. The study
reviewed the literatures to look at the change
that is taking in the market place to market
space vis-¨¤-vis change in consumer buying
behavior and role of technological
advancements in E-commerce.
Gopal and Jindoliya (2016) analyzed studies
done by various researchers in order to
explore what online channels consumers use
when they are in a particular stage of the
Buying Decision Process (BDP). Kanupriya et.
al. (2016) established a preliminary
assessment, evaluation and understanding of
the characteristics of online shopping and
investigated online consumer behaviour,
which in turn provides E-marketers with a
constructional framework for fine-tuning
their E-businesses strategies. Wang and Qu
(2017) studied the impact of online shopping
return policy on consumer purchase
behavior from the dimension of return
policy, consumer perception, consumer
purchase behavior and so on. In the online
shopping environment, the return problem
between retailers and consumers is more
obvious. Based on the researching
achievements of predecessors, return policy
can be divided into three dimensions: return
cost, return time limit and efforts.
Objectives:
l

To find out the factors affecting online
shopping behavior.

l

To study online shopping behavior of
consumers.

l

To examine the factors important
while using online shopping and to
discuss satisfaction level of online
shoppers.
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METHODOLOGY
The Study: The study is exploratory in nature
and is based on primary data.
The Sample: In the present research the
universe is finite as it includes all literate
population of Noida city. The sample size is
the substantial portions of the target
customer that are sampled to achieve reliable
results are 119. It was calculated at 95 percent
confidence level and 9 percent confidence
interval by considering literate population of
Noida which is 495,045. Among total 119
questionnaires that were distributed to
people of Noida 100 valid responses were
received and used in data analysis after
removing invalid answers. Sampling Method
used for the research are Non-ProbabilityConvenience sampling methods. The data
was collected through questionnaires in
which 5-point likert scale is used for
measurement of data. The questionnaire
(self-administered questionnaire containing
closed-ended questions) was designed on an
extensive review of the literature, research
papers and relevant thesis works. The data
is interpreted and analyzed so as to develop
a conceptual framework for the study.
Tools for Data Collection: The primary data
was collected through a questionnaire
designed exclusively for the study. Secondary
data was taken from research papers,
Journals, magazines and websites.

Tools for Data Analysis: Percentage Analysis,
Average mean, tabulation and graphical
method are used to present and analyse data.
Data Analysis and Interpretation
On the basis of review of literature, the
present study considered several factors in
order to explain what influences consumer
online purchasing behavior. Some of the
prominent and selected factors areInformation about Product and Services,
Time Saving, Convenience, Security,
Attractive offers (Deals/Discount), Delivery
time and Mode of Payment, Satisfaction
Level for past experience of online shopping
that influence Consumers Attitude Towards
Online Shopping. According to survey done
for knowing when shoppers do their last
time online purchase on internet, 38
respondents stated last week, 31 responded
last 15 days, 19 answered last month and 12
expressed last year. According to study
through online shopping, 36 percent
respondents purchased ticket while 5
percent preferred clothing. Others liked
shopping of Books 8 percent, Video games
14 percent, electronic equipments 12 percent,
Computer and software 11 percent, food
items 6 percent and music 8 percent. The
study found that 23 respondents made
payment through Credit cards, 12 used Debit
cards, 8 used Online Bank transfer and 57
used payment Cash on delivery.

Figure No: 1 Factors Influencing Consumers Attitude towards Online Shopping
Source: Based on Data Collected and Analyzed
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Online shopping has multifaceted
advantages such as saving time,
transportation cost, providing quality control
and drawing comparison between various
brands/styles/prices. Now-a-days purchasing
is just a mouse click away and reduces
valuable time which could be invested in
travelling and other buying activities. The
consumers especially the young ones rely
more on online for routine activities like bill
payments, ticket booking or shopping.
Online marketers and stakeholders are also
implementing and changing their marketing
strategies as to cater to growing
requirements of generation next of India.
Prices and products features can easily be
compared to make any purchase decision.
Through internet information on products
can be accessed from anywhere at any time.
The purchase is then made online or from a
more traditional store. Especially for more
expensive purchases, shoppers usually take
advantage of the availability of information
online, replacing traditional methods of
moving from one store to another so as to
compare prices and look for the best buy.

CONCLUSIONS
Online buying of travelling tickets is the most
preferred product for online shoppers and
clothing remains the least preferred choice
of online shoppers. Among all the payment
mode options, Payment through cash on
delivery is the safest choice of payment,
while online bank transfer is least preference
choice. Important factors for Online
shoppers are need of clear information about
product and service, time saving,
convenience, security and delivery on time.
Only attractive offers like deals and discount
do not attract online shoppers. Most of the
consumers who have experienced online
shopping are very satisfied. Social media
network users are also increasing by leaps
and bounds; it gives a reason to social media
for the increasingly accepted mode of
business and communication for the Internet
users. Online shopping is influencing
shopping patterns and is also expected to
influence more in the future with growing
technology.
Consumers are becoming more efficient by
using online shopping and more effective
because of ease of information accessibility
online.

Figure No: 2 Proposed Model for Effective Online Shopping For Consumers
Source: Developed by the Authors on the Basis of Literature Review
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LIMITATIONS AND FUTURE SCOPE
The time period and resource available for
study was limited and the sample size was
very small which may not represent the
entire population of India. Future work on
this research may be extend by increasing
size of universe and sample size so that
generalize result in terms of developing
country like India can be obtained. Similarly,
the research can be extended by identifying
and adding some more factors with large
geographical areas. Future studies should also
focus on what should to be done in order to
make the online shopping more appealing
and easy for offline shoppers so that they
may turn into online shoppers.
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CONSUMER AWARENESS LEVEL TOWARDS CONSUMER
PROTECTION RIGHTS (A COMPARATIVE STUDY OF URBAN AND
RURAL AREAS OF MADHYA PRADESH AND CHATTISGARH)
Ashish Dilraj*, Nitin Jain*, Dharmendra Singh*
In the present market oriented economy, consumer is treated as king. Protecting consumer is the key
concept in market. Consumer rights are considered as the basic human rights and its violation is
considered as the violation of human rights. Ignorance and Awareness of consumers towards their
rights is one of the most vital contributing factor which leads to poor consumer rights protection
system in the country. Consumer plays a vital role in every economy of the world, because in the
absence of effective demand that emanates from them, the whole economy will get collapsed. A
consumer is any person who engages in the process of spending money and using economic goods
and services. It implies all human beings of this world at one or another time are called as consumers.
Consumer protection means providing safeguards to protect consumer against unethical malpractices
and unfair trade practices. In the 18th century, needs of human being were limited and these needs
were met through exchange of goods i.e. barter system, but as the time elapsed people started using
currency to fulfill their needs. Present era is the era of consumer service revolution. As per law, every
consumer has the right to ask the seller about the goods and services, consumer has every right to
accept or reject goods, without being cheated and exploited. But all this requires consumer awareness
towards their rights. Consumers are provided adequate safety and protection measures under various
Indian laws, but majority of the consumer are not aware of their rights and responsibilities. However,
majority of the Indian consumers, especially in the state of Madhya Pradesh and Chattisgarh region
of Madhya Pradesh are having low level of awareness and very low extent of utilization of available
consumer rights. The objective of this study is to compare the level of awareness towards their protection
rights amongst the citizens of Madhya Pradesh and Chattisgarh specially those resides in Rural and
Semi Urban area. This study is conducted in the light of the existing legal and constitutional framework
for consumer protection available in India. This study is an attempt to measure the degree or level of
awareness of consumers towards their legitimate rights and also to identify the grievances or problems
and challenges faced by the consumers along with their redressal mechanism. For this study the
primary data from 400 respondents (200 from Madhya Pradesh and 200 from Chattisgarh) is collected
by using convenient sampling method besides the available secondary data, which includes Rural,
Semi Urban and Urban consumers of equal size and descriptive research design was used. The collected
data was analysed using Percentage, Chi Square Test and Correlation. This study will be helpful in
developing an action plan based on setting a campaign in motion, sufficiency of legal and constitutional
provisions and solutions to the problems and challenges of consumers.
Key Words: Awareness, Consumer Rights, Consumer Protection, Consumer Grievances,
Malpractices, Unfair Trade Practices

INTRODUCTION
India is one of the fastest emerging economy
in the world with a strong consumer base,
witnessing several changes after
Privatization,
Globalisation
and
Liberalisation. Now-a-days, a majority of the
consumers are watching television, internet,
* Senior Assistant Professor, BSSS, Bhopal

reading newspaper and magazines etc.
which helps them in choosing the product,
but the question arises to what extent,
sources are successful. Consumer protection
refers to the legal framework that ensures
fair interaction between goods and services
providers and consumers. A consumer
protection framework includes three aspects.
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Firstly, the laws and regulations governing
relation between goods and service provider
and users. Secondly, the enforcement
mechanism and finally, the consumer
awareness which forms the most integral
part of the whole process.
The recent studies highlighted the
shortcomings in the available legal
framework. Lack of effective disclosure and
attractive and deceptive advertising leads to
deception of consumer. This study is basically
the action plan recommended to provide
protection to the consumers. Consumer
rights are considered as the basic human
rights as per constitution as a part of Right
to life. But unfortunately, in our country a
majority of the consumers themselves are
not aware of the rights. The reasons may be
illiteracy, compromising attitude, have less
voice, illegal practices and so on.
Though in our country number of laws and
principles are there to provide safeguard to
the consumers which includes Doctrine of
Caveat Emptor, Principle of Caveat Vanditor,
Traditional Doctrine of OBUS PROBONI,
Principle of Respectfulness, Principle of
Sovergnity and the last but the most
important is Consumer Protection Act 1986.
But even after that much of available legal
framework, enforcement of various
consumer protection laws is at a very low
level. Due to lack of enforcement and
implementation of consumer laws, the
business people are constantly showing
thumb to the rights of consumer. In our
country poverty and illiteracy are too high
as compared to the developed nations, due
to which consumer in our country cannot
play a strong role in any consumer related
issues against the dishonesty and unfair trade
practices. In this context, consumer
associations, various social groups and
specially government has to take initiatives
on behalf of the consumer to curb the
exploitation.
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REVIEW OF LITERATURE
Sitamber and Manoha (1980) conducted a
study on shopping behavior of consumers
which revealed that Indian consumers had
no special choice of a particular shop for
making purchase. In most of the families, the
male head makes the purchases, restricting
the choices of other members of the family
to limited variety of goods .He generally
selects a shop which is near his residence and
where he goes on foot or occasionally uses a
bicycle. Generally, the average consumers
prefer to buy from the shop where credit is
available.
Dogra (1982) analyses the buying behavior
in the context of magazines. This study
revealed that the best selling magazines are
not confined to anyone particular segment
of the market, nor do they present reading
material only on one facet. Further, most of
the readers have been found to be priceconscious and less influenced by the
advertisements for particular magazine.
Hence, word of mouth influence or
whispering campaign would, probably, be
more effective in attracting readers. Since,
males in the age group of 20-30 years have
been found to be on the look-out for trying
something new; it will be easier for magazine
seller to persuade them.
Thanulingam and Kochadai (1989) conducted
study in Madurai concluded that 50 percent
of the consumers were aware of the problem
of vacuum or slackness in the packages and
hence they shake the packages to find out
the extent of slackness. More than three
fourth of (83.33 percent) consumers were
having
the
habit
of
checking
the prices stamped on the packages. More
number of consumers were checking the
date of manufacturing (43.33 percent) and
the expiry date (70 percent). Maximum
number of consumers (71.67 percent) had
the knowledge about the local tax printed
on the packages.
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Study on clothing consumption pattern of
rural and urban families was conducted
by Kulloli (1995) in Dharwad. Study
revealed that rural respondents considered
price (65.50 percent) as the important factor
where as urban respondents considered
durability (45.50 percent) while purchasing
the clothes. Both rural and urban
respondents purchased their dress material
either during festival (55.56 percent of rural
and 58.89 percent of urban) or whenever
needed (75.50 percent of rural and 53.30
percent of urban). Retail shops situated
locally or nearby cities were the places where
more than 60 percent of the respondents
made their purchase. Majority of rural (91.10
percent) and urban (83.30 percent)
respondents always demanded the receipt
on purchase of clothing material.
Rural and urban respondents ranked nearby
market (mean score of 1.47 for rural and 2.10
for urban) and main market (mean score of
0.88 for rural and 1.38 for urban) as their first
and second preference of order respectively
for the purchase of food items. The prime
factor indicated by the rural respondents for
buying their food items was appearance with
mean score of 4.01, followed by price, quality
and place of buying to which they ranked
second, third and fourth with mean scores
of 3.81, 3.45 and 2.96 respectively. But urban
respondents visualized these factors little
differently and ranked quality, appearance,
place of buying and expiry date as first,
second, third and fourth ranks with mean
score of 4.69, 4.01, 3.20 and 3.05 respectively.
This finding was reported by Dhillon et.
al. (1995) from Ludhiana.
Purchasing practices of consumers
in Parbhani was
studied
by Kulkarni and Murali (1996). The results
revealed that 83.50 per cent of consumers
were seeking the information from television
regarding the products availability and this
was followed by neighbors (71 percent) and
newspapers (69.50 percent). Consumers
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preferred retail market for the purchase of
groceries (65 percent), milk and milk
products (100 percent), vegetables (100
percent), fruits (100 percent) and snacks (75
percent) and they adopted cash payment.
Majority (75 percent) of the consumers
preferred quality for the purchase of food.
Sarwade (2002) conducted a study
in Adul, Paithan and Sangvi villages of
Marthwada region and author concluded
that majority of the respondents owned
consumer durables. More than half of the
respondents owned television, radio, tape
recorder, bicycle, fan, clock and wrist watch
in all the three villages. Least percentage of
them owned sofa, camera, motorcycle and
sewing machine. Price was the most
important factor which influenced the
purchasing decision as against the quality of
the product.
Gambhir (2002) conducted a study in
Chandigarh revealed that 63.47 per cent
bought packed goods and out of this only
36.53 per cent were satisfied and 67.59 per
cent were not satisfied with the quality of
packed products.
Mehrotra and Kaur (2004) conducted a
study in three randomly selected urban
localities namely Maya Nagar, Shanti Nagar
and B.R.S Nagar of Ludhiana city. They
reported that attitude of the respondents
towards electrical kitchen equipment was
noted as time and energy saver  claimed
highest mean score in the three localities viz.,
3.80, 3.95 and 4.05,respectively, followed by
easy to use (3.76, 3.92 and 3.95,
respectively). Price was the prime factor
which affected the purchase in all the three
localities followed by brand in Shanti Nagar
and B.R.S Nagar residence and durability
was considered by Maya Nagar residence
respondents.
STATEMENT OF THE PROBLEM
In India more than 70 per cent of the people
are living in villages and approximately 30
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percent of the people are living in urban
areas. The development of all developing
nations depends on development of villages
and that is possible only though the growth
of agriculture based activities. Rural
population is always busy with their day to
day activities; they did not find the time to
know about their rights. There are backbone
of Indian economy. But, as a consumer, the
rural and urban people do not have much
awareness of their basic consumer rights.
Hence, there is an urgent need to conduct a
study to know about their level of awareness
towards consumer protection rights and
responsibilities. This regulated area for the
researcher, hence, the present study has been
undertaken to fill the gap. This study helps
to the policy makers to protect the rural and
urban consumers.
OBJECTIVES
l

To understand the level of consumer
awareness amongst the rural, semi
urban and urban consumers of
Madhya Pradesh and Chattisgarh
towards consumer awareness sights.

l

To analyze the level of consumer
awareness towards consumer
protection measures.

l

To analyze the extent to which
consumers approached various
redressal agencies to resolve these
issues.

l

To identify the sources for creating
consumer protection awareness.

METHODOLOGY
The Study: The study is exploratory in nature
and aimed at gaining indepth understanding
regarding the awareness of the consumers.
The Sample: Empirical data has been
randomly collected from 400 respondents of
Madhya Pradesh and Chattisgarh by way of
a questionnaire. The data is collected from
both urban, semi urban and rural consumers
of both the States.
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Tools for Data Collection: Primary data has
been collected through a self developed
questionnaire. Doctrinal sources includes
Books, Indian Journals, Published articles,
Research papers, Government and Non
Government websites and various other
notifications issued by the government in
this context.
Tools for Data Analysis: Data has been
analyzed empirically using Percentage
method and Hypothesis testing is done by
applying Chi-Square Test and Correlation
Analysis using MS Excel.
HYPOTHESES OF THE STUDY
The null and alternate hypotheses in this
study are as under:
H01 : There is statistically no significant
difference between the awareness level of
male and female consumers regarding
consumer protection rights in Madhya
Pradesh and Chattisgarh region at 5 percent
level of significance.
Ha1: There is statistically significant difference
between the awareness level of male and
female consumers regarding consumer
protection rights in Madhya Pradesh and
Chattisgarh region at 5 percent level of
significance.
H02 : There is statistically no significant
difference between the awareness level of
rural and urban consumers in Madhya
Pradesh and Chattisgarh region regarding
consumer protection rights at 5 percent level
of significance.
Ha2: There is statistically significant difference
between the awareness level of rural and
urban consumers in Madhya Pradesh and
Chattisgarh region regarding consumer
protection rights at 5 percent level of
significance.
H03: There is a significant correlation between
the literacy level and the awareness level of
consumers towards consumer protection
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rights in Madhya
Chattisgarh region.
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Pradesh

and

Ha3: There is an insignificant correlation
between the literacy level and the awareness
level of consumers towards consumer
protection rights in Madhya Pradesh and
Chattisgarh region.
RESULTS AND DISCUSSION
The data collected was analyzed by using
percentage method and hypothesis testing
was done by using chi-square test and
percentage analysis
H 01: There is statistically no significant
difference between the awareness level of
male and female consumers regarding
consumer protection rights in Madhya
Pradesh and Chattisgarh region at 5 percent
level of significance.
Interpretation
Chi Square Statistics (P-value= 0.982359537),
If P-value> 0.05, Null Hypothesis is accepted.
Since 0.982359537>0.05, therefore, Null
hypothesis was accepted and alternate
hypothesis was rejected (Table 1 and 2).
H 02: There is statistically no significant
difference between the awareness level of
rural and urban consumers in Madhya
Pradesh and Chattisgarh region regarding
consumer protection rights at 5 percent level
of significance.

Since the r-value was found to be
significantly different from 0 and extremely
close to 1, therefore there is sufficient
evidence to conclude that there is a
significant relationship between the
awareness level of consumers towards
consumer protection rights in Madhya
Pradesh and Chattisgarh region with respect
to the literacy level. Hence Null Hypothesis
was accepted and Alternate Hypothesis was
rejected.
In the present study out of 400 respondents
in rural and urban areas of Madhya Pradesh
and Chattisgarh regions 32.5 percent are
females and 67.5 percent are males. 59.25
percent of the respondents were from urban
area and the remaining 40.75 percent
respondents belong to rural areas. The
analysis of data indicates that 16.5 percent
of the respondents are in the age group of
15-30 years. 51.5 percent of respondents
belong to the age group of 30-45 years.
Another 22.75 percent respondents are in
the age group of 45-60and the remaining
9.25 percent are from the age group 60 years
and above. Thus, the analysis clearly projects
that those respondents who are in the age
group of 30-45 years dominate the sample
refer table.

H03: There is a significant correlation between
the literacy level and the awareness level of
consumers towards consumer protection
rights in Madhya Pradesh and
Chattisgarh region.

The analysis elaborates that the sample
includes 40.5 percent respondents who are
graduate and above whereas 27.5 percent are
secondary level and 16.5 percent are primary
level literate while the remaining 15.5 percent
are illiterate (Refer Table 5). The major
segment 27.25 percent respondents are
having their monthly income between Rs
10,000 and Rs 25000 while 22 percent
respondents are having income below Rs
10000. 24 percent respondents were in the
income range of Rs 25000 to Rs 50000 and
the remaining 26.75 percent falls in the
monthly income range of Rs 50000 and above
(Refer Table 6).

Sample Correlation Coefficient was
calculated and r value was found to be 0.893.

The major findings of the study (Refer Table
7) reveal that 41 percent of the respondents

If P-value< 0.05, Null Hypothesis is accepted.
Since the calculated P value was found to be
0.000000000002214,
therefore
Null
Hypothesis was rejected and Alternate
Hypothesis was accepted (Table 3 and 4).
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examine the date of manufacture and expiry
of the products when you buy them. 84.25
percent of the respondents dont even cross
checked the weights of the product
mentioned on the label. 70.75 percent of the
respondents check the M.R.P before
purchasing the products. 96.5 percent of the
respondents do not read the nutrition labels
on the product. 33.5 percent of the
respondents are aware about the forum/
place where they can report about
malpractices and dishonesty. 37.25 percent
of the respondents have come across
adulteration in Food products and other
consumable items and 57.71 percent of them
reported this to shopkeeper while 8.053
percent reported the matter to the main
supplier, 4.02 percent to the manufacturer
and 30.2 percent not reported at all. 28.5
percent of the respondents were satisfied
with the way their complaints were resolved.
37 percent of the respondents were aware
of the protection rights available under
various consumer laws.
Only 3.5 percent of the respondents have
filed a case in the consumer court for
redressal of their grievances and 14.28
percent of them were satisfied with the way
their grievances were redressed. 83.25
percent of the respondents think that media
can play an important role in increasing
consumer awareness. Thus, it can be said
that there is statistically no significant
difference between the awareness level of
male and female consumers regarding
consumer protection rights in Madhya
Pradesh and Chattisgarh region at 5 percent
level of significance.
Further, it was found that there is statistically
no significant difference between the
awareness level of rural and urban
consumers in Madhya Pradesh and
Chattisgarh region regarding their consumer
protections at 5 percent level of significance.
Positive correlation between the awareness
level of consumers towards their legal rights
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in Madhya Pradesh and Chattisgarh region
and their literacy level was also found in the
study.
RECOMMENDED ACTION PLAN TO
PROTECT CONSUMER RIGHTS
Government as well as various consumer
groups should set a vision regarding
protection of consumer rights. Government
should take initiatives which will increase the
awareness of the consumers regarding their
rights, which certainly helps in curbing the
malpractices and dishonesty.
Undertaking consumer awareness program
to educate consumers on various subject
matters of consumer interest is required.
Awareness programmes should be organized
to inform consumers of their rights providing
them with access to information when they
need and where. Awareness building
programs should be conducted at various
levels, a pilot work is required in
collaboration with national authorities and
various consumer associations and social
work groups, with action targeted at young
consumer, as this is vulnerable group that
are targeted by the rouge businessman, as
they are gullible and possess large amount
of funds.
Capacity building and campaign
programmes should be organized with the
aim of awaring consumers about their rights,
responsibilities, available consumer legal
framework and these programmes should
be well monitored at all levels. Consumer
education should be incorporated at a wider
level in schools and colleges curriculum, as
children and teenagers needs to be the focus
group for disseminating consumer
education.
Another area where Government has to
concentrate is Legislative and Constitutional
framework. Its the prime duty of the
Government authorities to ensure that all
consumers are treated equally in line with
legislation and constitutional provisions.
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Strengthening and reviewing implementation of relevant consumer laws and
coordinating the work of all actors must be
ensured.
Consumer concerns are being addressed
through various available consumer forums
and associations. For this purpose, need and
gap analysis is required, hold dialogue at
various levels on how to address consumer
concerns. Ability of the consumer
associations should be improved to assist and
aware consumers as an early warning system
to identify unscrupulous traders. Online
knowledge centre should be established to
enhance awareness and knowledge for
literate class.
The most important organ for success of any
legal framework is implementation, which
depends on actors at various levels.
Consumer feedback should be ensured
through various channels like letters, online
forms, social media. Government should
enter into formal agreements with various
consumer associations at regional, State and
national and other bodies to facilitate
cooperation, information sharing and
effective investigation of consumer
protection issues.
LIMITATIONS
This study was based on the reliability of the
collected primary data and available
secondary data. Samples were collected from
diverse groups. The sample size is limited to
400 consumers belongs to different classes
and different areas. The opinions of the
respondents are their perception at a given
point of time. Hence, validity of results may
be limited in terms of time. The geographical
area demarcated is only limited to two states
of India i.e. Madhya Pradesh and
Chattisgarh.
CONCLUSION
Towards the end, we can say that protecting
consumer rights is one of the most important
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issues for all developing countries. As in all
developed nations, consumers enjoy their
available rights. The main reason behind this
is literacy while in developing countries the
main reason is illiteracy and awareness. The
consumer being the citizen of the state and
country are entitled to be protected from the
illegal business practices, but due to lack of
awareness, lack of voice on the part of
consumer and consumer associations,
compromising attitude of the consumers,
widespread corruption and violation of
consumer rights, this is not possible. The need
of the hour is that in order to protect
consumer rights, consumer involvement
should be encouraged, empowering
consumer organizations and the most
important is political commitment from
government to ensure consumer protection
through available legal framework and to
make changes in the legal and constitutional
framework as per the requirement.
But above all is public participation, the
government alone cannot protect consumers
from malpractices, unfair trade practices and
dishonesty. There are ample number of laws
to take care of the consumer and is increasing
as per the requirement. However, its
effectiveness and execution much depends
upon the alertness of the consumers and the
sincerity of the actors and infrastructure.
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CUSTOMER PERCEIVED VALUE AND ITS IMPACT ON SATISFACTION
AND LOYALTY: A STUDY OF READY TO WEAR GARMENT SECTOR IN
NEW DELHI
Sharmila Sharan*
Companies involved in manufacturing and marketing of ready to wear garment industry are under
working tremendous pressure of balancing elements of quality, price and competition with changing
trends and customer perception. Creating better customer perceived value and retaining customer
for repeat buying and referrals is tougher than any other industry. Customer switching is most
common in this sector, making loyalty and satisfaction issues even more challenging. Now the operators
are trying for better customer perceived value in order to outperform competitors and develop loyalty.
As a marketer or manufacturer of ready to wear garments, one will always be interested to understand
the impact of customer perceived value and its impact on satisfaction and loyalty. This is vital now
and understanding the dimensions of such relationship is even more critical for competitive advantage
in highly competitive markets.
Keywords: Customer Perceived Value, Customer Switching, Loyalty, Satisfaction, Garment.

INTRODUCTION
The ready to wear garment industry has
flourished in past decade not only in India
but worldwide. Companies involved in
manufacturing and marketing in this
industry are working under tremendous
pressure of balancing elements of quality,
price and competition with changing trends
and customer perception. Better value
creation against changing customer
expectations has made the scenario even
tougher in the industry. This industry is
facing the toughest of challenges from every
corner and survival of fittest is the only punch
line left. Creating better customer perceived
value and retaining customer for repeat
buying and referrals is tougher than any
other industry right now. Customer
satisfaction has become difficult to achieve
and creating loyalty is even more difficult in
this sector due to the presence of equally
good competitors and changing preferences.
Customer switching is most common in this
sector, making loyalty and satisfaction issues
even more challenging. Now the most
important thing left with the players is

creating better value or rather better
customer perceived value in order to
outperform competitors to create satisfaction
and in turn developing loyalty. As a marketer
or manufacturer of ready to wear garments,
one will always be interested to understand
the impact of customer perceived value and
its impact on satisfaction and loyalty. This is
vital now and understanding the dimensions
of such relationship is even more critical for
competitive advantage in highly competitive
markets.
Today the market is driven by more
demanding customers and global
competition, where organizations try to
distinguish themselves from others.
Companies search for new ways to increase
customer value and achieve competitive
advantage. As marketing has moved from a
product-dominant view, in which tangible
resources were central, to a service-dominant
view, in which intangible resources are
central (Vargo and Lusch, 2004). The
customer-orientation, creating and
increasing customer perceived value became
the 21st century cornerstone of B2B or B2C
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marketing where companies strives to
provide a better value to the customer than
their competitors (Hutt and Speh, 2007). In
past, companies have largely looked
internally within the organization for
improvement, such as reflected by quality
management, reengineering, downsizing
and restructuring. Today, major source for
competitive advantage is coming from more
outward orientation toward customers, as
indicated by leading experts, for
organizations to compete on superior
customer value delivery. Therefore,
organizations are looking for the ways of
offering more than just core value to the
customers but also additional value in order
to satisfy them and make them loyal. It is
difficult to know what factors are effective,
perceived as valuable by customers and
determines customer satisfaction and loyalty
as they are relative in nature. While focusing
on customer-oriented strategy, it is extremely
important for a company to know which of
the offered value components are effective
to increase customer satisfaction.
OBJECTIVES
l

To define the concepts of customer
perceived value and its dimensions,
customer satisfaction and customer
loyalty.

l

To analyze the indication of customer
perceived value dimensions effect on
customer satisfaction and loyalty in
ready to wear garment sector.

REVIEW OF LITERATURE
Customer Perceived Value
The dimensions of customer perceived value
offered by various authors are discussed
eventually, to lead to customer value creation
approaches. Almost three decades ago it was
noted by (Porter, 1985) that a competitive
advantage of a firm comes from its capability
to create value for its customers that exceeds
the company s costs of creating it. This
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perception has not changed up to now as
superior customer value delivery is still seen
as a key to achieve and maintain competitive
advantage (Landroguez et. al. 2011). This
had led to an increased interest of researchers
to analyze customer value creation process
and how customers perceive value.
Naumann, (1995) suggested that customer s
perceived value consists of 5 components:
price, product quality, service quality, image
and relationship between a customer and a
vendor. Ready to wear garment market is
very unique from a customer value
perspective. The core benefits or basic
requirements for supplier are more or less
similar in all B2B and B2C industries. But the
add-on benefits are very specific for each
industry. As it was said by Hutt and Speh,
(2007), companies should emphasize more on
providing unique added value rather than
modifying core benefits in order to enhance
customer value and loyalty.
It is essential for suppliers in this industry
sector to know what their customers expect,
how they perceive value and what add-on
benefits could be offered to them. It will be
reviewed that what are the components that
authors perceive as adding value for value
perception by customers and what are the
elements considered to be valuable for the
customers in Ready to sarkets.
The customer value creation has long been
considered as a central marketing concept
and the source of competitive advantage
(Woodruff, 1997). Nevertheless, customer
value and its creation differ substantially in
each industry. Therefore, (Kotler and Keller,
2012) suggest firstly starting with the value
exploration process to gain understanding
what customer thinks about, wants, does,
and worries about. Only then they propose
to proceed with value creation process
utilizing all the resources and competencies
available.
The companys resources or assets used to
create customer value are usually divided by
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authors to tangible (physical) and intangible
(intellectual) dimensions (Allee, 2009). Vargo
and Lusch (2004) have introduced the
operand and operant concepts to describe
companys resources. They define operand
resources as tangible and static goods offered
to customer that the goods-centered model
of exchange is based on. Whereas, servicecentered model of exchange is based on
operant resources that are invisible and
intangible assets such as core competencies
or organizational processes.
The concepts of operand and operant
resources introduced by (Vargo and Lusch,
2004) are going to be used in this paper to
describe and categorize the customer
perceived value dimensions.
Usually authors use the term core product
to describe the value created for the
customer by delivering the physical or
tangible goods. Core product can be viewed
as the product in its most basic form. The
concept of core product has already been
defined by Levitt (1983) who suggested four
levels of product offer: core or generic
product, expected product, augmented
product and potential product. The only
difference is that Kotler and Keller (2012)
emphasizes the difference between the core
benefit, which is explained as the advantage
the buyer actually wants and the generic
product, which represents the actual
physical product.
Despite the industry differences, some
authors distinguish the most basic and
general dimensions of a core or physical
product in general. Alfansi and Sargeant
(2000). Nevertheless, as it was mentioned
earlier, the industry specifics also have to be
considered when evaluating the core product
and its dimensions. The ready to wear
garment sector that is going to be researched
in this paper also has its product specifics.
The core product offered by the suppliers in
this market is usually as per demand of the
customers. Therefore, demand of the
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customer will be measured as a core product
in this research. Considering the discussion
on the core product dimensions above and
the specificity of ready to wear garment
products, the quality and price dimensions
are going to be used in the research to
measure the core product value.
As it was mentioned above, operant
resources are not material or physical assets
but invisible and intangible processes of a
company (Vargo and Lusch, 2004). According
to Constantin et.al. (1994) operant resources
are resources that produce effects such as
customer value creation. According to the
dominant service-centered view, based on
operant resources, companies should identify
and develop their core competencies,
expertise, substantial skills and knowledge
and cultivate relationships with customers
that involve them in developing the value
propositions according to the specific needs
of the target segments (Vargo and Lusch,
2004).
The service value has been, and will continue
to be, a key construct of interest to marketers.
The importance of service value emerges
from consumer decision processes that are
usually based on service value (Cronin et.al.,
1997).
According to Capon (2009), service is any act,
performance, or information that enhances
the firms core product. Pride and Ferrell 2010
defines customer service as the value adding
attempts, activities and practices that
complement the core product provided by a
company.
Considering ready to wear garment in this
paper, the service provided by suppliers will
be grouped in three sections: basic customer
service, competence and complementary
service.
From authors opinions on customer service
and the specifics of ready to wear garment
market context, the term basic service in this
paper is going to be used to describe
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customer service processes such as delivery,
ordering ease, invoicing and specification
issues and procedures. Delivery refers to the
proper product delivery in terms of speed
and accuracy of the delivery process.
Ordering ease reflects the ease for a customer
to place an order with a company (Kotler and
Keller, 2012). Invoicing and specification
issues- procedures refer to fast and precise
documentation according to requirements
(Brassington and Pettitt, 2006).
The second service value constituent
described in this paper is competence.
Despite the various terms existing in
literature (e.g. competence, core
competences, distinctive competencies, etc.),
this study will employ the general term
competence. According to Coyne et.al.
(1997), core competence is a connection of
skills, expertise and knowledge of the
employees that enables the company to
perform their tasks and accomplish results
at a high standard. With reference to all the
definitions above, competence can be
described as skills, knowledge or expertise
of the organization that are used to create
service value for customers.
Nevertheless, competence and its
constituents differ greatly from one industry
to another. According to Cravens et.al. (1992),
competence of a supplier comprises of
technical supplier s know-how of products
and production processes, and awareness of
the customer s organization, competitors,
markets and industry. Considering the
descriptions of competence and specifics of
ready to wear garment market, supplier s
competence as one of the service value
constituents in this paper will include sharing
product knowledge and skills with
customers, providing them technical
support, consultant services, practical help
and know how.
As mentioned above, the third component
of service value in this paper is
complementary service. The concept of
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complementary service has been
characterized using various terms, including
complementary selling, companion selling,
complementarities, and complementary
product or augmented product offering
Polonsky, et al., (2000). In case of ready to
wear garment market, the complementary
to each feature service is offering the
extended range of products that customers
need in a production, presentation and
selling processes. The range might vary from
the materials and type of the customer to
product presentation..
According to (Vargo and Lusch, 2004),
companies should develop and cultivate
relationships with customers by involving
them in developing personalized,
competitively compelling value propositions
to meet their particular needs. One of the
tools that are most often used to create
relationship value for customers particularly
in business-to-business marketing is
customer relationship management
(Christopher et.al., 2008).
The customer relationship management
(CRM) concept is being used to reflect a
number of different perspectives. From the
marketing and management perspective
CRM can be viewed as a tool helping in
identification, selection, acquisition,
development and retention of increasingly
loyal and profitable customers. From the
informational industry perspective CRM is
seen as a software or customer database that
helps a company to administer customer
relationships in an organized way
(Cuthbertson and Laine, 2004). In this paper,
CRM will be analyzed from the marketing
perspective.
Hutt and Speh (2007) defined CRM as a
cross-functional process helping to achieve
a continuous communication with customers
via all the contact and access points available
including the customized treatment of the
most valuable customers ensuring the
marketing efforts success and customer
retention.
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According to Kotler and Keller (2012),
satisfaction is a persons feelings of pleasure
or disappointment resulting from comparing
perceived products performance in relation
to his or her expectations. Authors elaborate
that customer is dissatisfied if expectations
are not fulfilled by the performance; satisfied
in case the performance matches customer s
expectations; and delighted or highly
satisfied if his expectations are exceeded by
the performance.
This study will use the customer survey to
measure customer satisfaction. Considering
customized tailoring market specifics and
authors discussion on customer satisfaction,
this study will apply the most widely used
customer satisfaction measures on the
survey: general satisfaction with the
provided services (Caruana, 2002), meeting
customer s expectations with the provided
services (Kotler and Keller 2012) and
satisfaction with the collaboration with a
supplier (Lam et.al. 2004).
Customer loyalty can be defined as a
customers engagement with a company and
willingness to continue doing business with
a company permanently (Zineldin, 2006).
According to Oliver (1999), loyalty is a
deeply held commitment to rebuy a
preferred product or service in the future
despite situational differences and marketing
efforts having the potential to cause
switching behavior.
Mostly in literature, loyalty is viewed as a
multiple construct consisting of three
dimensions: behavioral loyalty, attitudinal
loyalty, and cognitive loyalty.
Behavioral loyalty is interpreted as the type
of customer behavior such as repeat or
continuous purchasing from the same
supplier or the act of recommendation (Yi,
1990). Behavioral was the first and mostly
used dimension of loyalty by researchers.
Even with current definition of loyalty
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includes more than just a behavioral
dimension; some researchers still focus only
on behavioral dimension of loyalty (Gremler
and Brown, 1996).
Attitudinal loyalty is described by Fournier
and Yao, (1997) as different opinions that
create a general attachment to a product,
service, or organization (Gremler and Brown,
1996). Day, (1969), argues that loyalty
develops as a result of a conscious effort to
evaluate competing brands and has led to
the increased attention to attitudinal loyalty
by authors and became an important loyalty
dimension (Gremler and Brown, 1996).
Attitudinal loyalty can be created and
maintained by focusing on relationship
building and creating customer s trust,
commitment and again providing excellent
service systems (Rauyruen and Miller, 2007).
The three loyalty dimensions are usually
used when measuring customer loyalty.
Considering the ready to wear garment
market characteristics and the three loyalty
dimensions discussed, loyalty in this study
will be measured using factors that reflect
all three loyalty dimensions discussed above
(Zeithaml et.al., 1996).
Customer Perceived Value Relationship
with Customer Satisfaction and Loyalty
We have discussed the independent variables
(core product value, service value and
relationship value) and dependent variables
(satisfaction and loyalty) of this study. Now
we will review the literature on relationship
between independent and dependent
variables. Firstly, the perceived core product
value relationship with customer satisfaction
and customer loyalty is going to be discussed.
Then the perceived service value relationship
with customer satisfaction and loyalty is
going to be analyzed. Finally, the relationship
between perceived relationship value and
customer satisfaction and loyalty is going to
be reviewed.
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Core Product Value Relationship with
Customer Satisfaction and Loyalty
There is a significant literature gap regarding
the core product relationship with customer
satisfaction and loyalty. Even though it was
noted by authors that physical or core
product quality has the same importance to
customer satisfaction as the service quality
(Zeithaml et.al. 1996), previous empirical
researches tend to focus more on service that
rather than on the core product itself (Bei
and Chiao, 2001). Nevertheless, several
studies have examined this relationship. The
study by Bei and Chiao, (2001) has researched
the relationship between the perceived core
product value and customer satisfaction and
loyalty. The most important dimensions of
core product quality and price  were
measured. Authors have found that
perceived product quality and perceived
price fairness are both positively related to
customer satisfaction which they explain by
product quality and price being the essential
concerns to customers and therefore
effecting their satisfaction.
H1: The positive relationship exists between
the perceived core product value and
customer satisfaction.
H2: The positive relationship exists between
the perceived core product value and
customer loyalty.
Service Value Relationship with Customer
Satisfaction and Loyalty
As it was defined previously, service value
concept in this paper consists of the basic
service, competences and complementary
service. Therefore, the relationship of all
three constituents with customer satisfaction
and loyalty are going to be discussed
separately and emerging hypotheses are
going to be proposed.
Basic Service Relationship with Customer
Satisfaction and Loyalty
The literature review above has led to
propose that basic service consists of delivery,
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ordering ease, invoicing and specification
issuing procedures. Several authors have
found a positive relationship between the
basic customer service and satisfaction.
Despite the vast literature on customer
service and satisfaction relationship, very few
authors have explored the relationship
between customer service and loyalty.
Usually, the ones who did researched the
indirect relationship via satisfaction because
satisfaction is thought to be an immediate
antecedent to loyalty (Oliva et.al. 1992). For
instance, Bitner (1995) believes that the
service encounter occurring each time a
customer interacts with an organization
influences the overall satisfaction of a
customer and, in turn, to loyalty. Addressing
the literature gap, this study will give the
opportunity to explore the direct basic
customer value relationship with customer
satisfaction and loyalty.
Competence Relationship with Customer
Satisfaction and Loyalty
With reference to the literature review,
competence can be described as intangible
assets of the organization such as skills,
knowledge or expertise, which are used to
create value for customers (Kotler et.al. 2012).
The increased authors attention and
emphasis on competence as a way to create
customer value has resulted in numerous
studies researching the company s
competence relationship with customer
satisfaction and loyalty. (Selnes, 1998)
explains the relationship between companys
competence and customer satisfaction based
on the notion that meeting or exceeding
customers expectations achieves satisfaction.
Nevertheless, there is still scarce of research
on the relationship between competence and
customer loyalty.
With reference to the discussion above, this
study will address the research gap and
elaborate on the customer perceived
competence value relationship with
customer satisfaction and loyalty.
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Complementary Service Relationship with
Customer Satisfaction and Loyalty
Complementary service it is a type of
customer service that offers additional
products that broadly complement the core
product that customers are buying (Polonsky,
et al., 2000). Complementary service is
thought to be convenient and valuable for
customers (Kotler and Keller 2012).
Therefore, authors have investigated the
complementary service relationships with
customer satisfaction and loyalty.
From the discussion on complementary
service relationship with customer
satisfaction and loyalty, the positive
relationship between the constructs is
noticed. Nevertheless, there is still scarce of
studies exploring these relationships and
particularly the direct relationship between
complementary service and loyalty. After
reviewing the literature on service value
components and their relationships with
customer satisfaction and loyalty, it could be
concluded that most of the authors have
found positive relationship between these
variables.
H3: The positive relationship exists between
the perceived service value and customer
satisfaction.
H4: The positive relationship exists between
the perceived service value and customer
loyalty.
Relationship Value Relationship with
Customer Satisfaction and Loyalty
As discussed above, the relationship value for
customers is usually created using Customer
Relationship Management (CRM) which
gives the unique opportunity to better
understand customers and implement
relationship marketing strategies by
gathering information and data (Christopher
et.al. 2008). Authors have become particularly
interested whether CRM brings the desired
results in creating relationship value and
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widely researched this topic. Therefore, the
relationship value and its effect on customer
satisfaction and loyalty is going to be
examined in this research.
H5: The positive relationship exists between
the perceived relationship value and
customer satisfaction.
H6: The positive relationship exists between
the perceived relationship value and
customer loyalty.
METHODOLOGY
The Study: The study is exploratory in nature
and aims to study the impact of customer
perceived value on satisfaction and loyalty
in ready to wear garment sector in New
Delhi.
The Sample: To measure the customer
perceived value impact on customer
satisfaction and loyalty in a specific market
of study, the sample was selected
accordingly. The population selected for the
research was customers of Fashion retail
outlets. Nine outlets of fashion garment retail
were identified for the study. The convenient
sample consisted of 82 respondents were
selected from regular customer in such
outlets. The customers who were very much
particular about the fashion trends, were
chosen conveniently, as samples.
Tools for Data Collection: In order to meet
the aim and objectives of the research, the
customer questionnaire was selected as the
instrument for obtaining information.
The structured questionnaire was designed
according to the general instrument design
requirements.
The questionnaire includes only closed
questions measuring the research variables.
The Likert-scale is used in questionnaire to
obtain respondents degree of agreement
with a statement. on a 5-point scale .The
structured questionnaire is designed in a way
to evaluate the main variables of this
research.
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Tools for Data Analysis: The data collected
via the questionnaire were processed
through Statistical Package for the Social
Sciences (SPSS) software. Descriptive
statistics, Spearman correlation and
Regression analysis were used to analyse
date.
The descriptive statistics (Table 1) indicate the
number of respondents (valid N=82). The
respondents, were research using the
questionnaire with Likert-scale ranging from
1-Strongly agree to 5-Strongly disagree. The
mean scores for each research variable were
calculated by averaging the scores of
questions measuring each variable. Almost
all variables were evaluated high on scale as
the means of the variables range above 6.
However, the mean of the customer
satisfaction is lower compared to other
variables (mean = 6.32). The mean of the
service value is the higher compared to other
variables (mean = 17.1951).
In general, all the variables were evaluated
relatively high considering the 1 to 5 scales.
Correlations
Table 2 provides correlations between all the
research variables. Spearman correlation
coefficient was chosen to test the relationship
between variables due to the non-normal
distribution of variables. All the correlations
between variables are significant and
supported at the p < 0.01 level. The absolute
values of the correlations range from
moderate (R = 0.606) to high (R = 0.776)
suggesting that relationships between
variables vary from significant to strong.
The correlations found between variables will
firstly be overviewed from the perspective
of dependent variables: customer satisfaction
and loyalty.
Service value was found to be in high
correlation with the perceived service value
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(R = 1.000) and perceived core product value
(R = 0.766), which indicates strong
relationship between these variables. It is
important to notice that the perceived service
value and service value correlation is the
highest compared to all the other correlations
tested by this study. Whereas, the correlation
between customer satisfaction and perceived
core product value (R = 0.606) is moderate
in this research which suggest significant but
not strong relationship between variables.
This could be explained by the moderate
customer satisfaction correlation with
constituents of the core product value in this
study. Loyalty has been found to correlate
highly and have strong relationship with the
perceived relationship value (R = 0.680) and
service value (R = 0.619). Loyalty was also
found to be in moderate correlation with the
perceived core product value (R = 0.633).
An interesting observation to be made here
is the significantly high correlation between
both dependent variables: customer
satisfaction was found to be highly
correlating and therefore in strong
relationship with customer loyalty (R =
0.672). This finding leads to a new hypothesis
that was not raised in this study but has been
widely discussed among authors  the
positive relationship exists between
customer satisfaction and loyalty.
Moreover, it is important to notice the high
correlation (R = 0.776) indicating strong
relationship between independent variables
 the perceived service value and core
product value. A high correlation between
perceived service value and core product
value seems to be logical as the core product
value provided for the customers (consisting
of product quality & product price) is closely
related to the service they provide.
Regression Analysis
The regression analysis was used to
determine the relationship between
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independent and dependent variables. In
case of this research, the effect of customer
perceived value dimensions (independent
variables) on customer satisfaction and
customer loyalty (dependent variables) was
measured. Therefore, the relationships will
be reviewed from the perspective of each
dependent variable.
Table 3 represents model between
independent variables and customer
satisfaction. The relatively high R2 value (R2
= 0.555) indicates how much of the
dependent variable, customer satisfaction,
can be explained by the independent
variables, core product value, service value
and relationship value. In this case, 55% can
be explained, which is relatively large. The
Table 3 also shows the B coefficient and
significance level of each independent
variable. The B coefficient indicates the
relative contribution of each independent
variable in explaining the variance and the
effect that independent variables have on the
dependent variable.
All the independent variables, as seen from
the Table 3, have a positive significant effect
on customer satisfaction. In case of this
research, the perceived relationship value
has the biggest effect on customer
satisfaction (B = 0.420), which indicates that
satisfaction is expected to increase by 0.420
when the relationship value increases by
one. Similarly to what has been observed in
the correlation analysis, the relationship
value plays a significant role in determining
customer satisfaction. The second by the
effect size on customer satisfaction is service
value (B = 0.255). Finally, the core product
value (B = 0.145) also found to be positively
related to customer satisfaction, although
having relatively weak effect on customer
satisfaction compared to other customer
perceived value dimensions.
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Table 4 represents the relationship model
between independent variables and
customer loyalty.
The R2value (R2= 0.533) is relatively high
indicating that independent variables - core
product value, service value and relationship
value  explain 53.3% of the dependent
variable loyalty.
The Table 4 also indicates the relationship and
significance level of each independent
variable and customer loyalty. Not all of the
independent variables were found to have a
positive and significant relationship with
customer loyalty. Service value was not
found to significantly affect customer loyalty
(p-value = 0.824). Nevertheless, as it could
be expected from the high correlation found,
relationship value (B = 0.454) has the
strongest positive relationship with customer
loyalty. It means that loyalty is expected to
increase by 0.454 when the relationship value
increases by one, holding all the other
independent variables constant. The
perceived core product value (B = 0.324) also
found to have significant and strong
relationship with customer loyalty. If the
perceived core product value increased by 1
unit customer loyalty would increase by
0.324.
Due to the high correlation found between
customer satisfaction and loyalty, the linear
regression analysis has been run to test the
relationship between variables (see Table 6).
The analysis has shown R2value (R2= 0.452)
to be relatively high indicating that customer
satisfaction explains customer loyalty by
45.2%. The variables were found to be
positively related with satisfaction having a
strong effect on loyalty (B = 0.672).
DISCUSSION
The findings have indicated the perceived
core product value to be positively related
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to customer satisfaction and loyalty. The
initially expected positive perceived service
value relationship with customer satisfaction
was only partially supported by this research
whereas the perceived service value
relationship with customer loyalty has been
rejected. The analysis of the perceived
service value dimensions has revealed the
explanation for such findings.
The perceived relationship value, which was
measured by customer relationship
management in this researched, has been
found to be positively related to customer
satisfaction and loyalty. Moreover, the
perceived relationship value was found to
have the strongest relationship with
customer satisfaction and loyalty in this
study compared to the perceived core
product and service value. The results of this
research have revealed the strong
relationship existing between customer
satisfaction and customer loyalty.
The perceived core product value and
relationship value were found to be
positively and significantly related with
customer satisfaction and loyalty. Compared
to other customer perceived value
dimensions, the relationship value was found
to have the strongest relation with customer
satisfaction and loyalty, which also supports
the existing theories, by other authors.
However, the study contradicts to the
existing findings in literature regarding the
perceived service value. Its relationship with
customer satisfaction was only partially
confirmed whereas relationship with
customer loyalty was rejected in this study.
Therefore, the perceived service value and
its relationship with customer satisfaction
and loyalty still remain doubtful and need
further investigation.
The findings support the widely accepted
opinion in literature that customer
satisfaction and customer loyalty are
strongly related. Although the study was
conducted in ready to wear garment market,
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the research findings have a significant value
not only for this particular industry but also
for others too. The study contributes to the
current state of knowledge on customer
value dimensions that are perceived as
valuable by customers and their effect on
customer satisfaction and loyalty in
customized tailoring market.
Moreover, the findings of this research
broadly support the theory given by Vargo
and Lusch (2004) suggesting the marketing
shift from product-dominant towards
service-dominant. According to authors,
operant or intangible resources based on
dynamic exchange relationship with
customers become more important in
customer value creation than operand or
tangible resources reflected by the physical
product. This studys findings support the
theory of Vargo and Lusch (2004), since the
relationship value was found to have a
stronger effect on customer satisfaction and
loyalty than the core product value has.
Overall, the study results confirmed the
positive relationships between most of
customer perceived value dimensions and
customer satisfaction and loyalty.
Perceived core product value, service value
and relationship value were found to be in a
positive relationship with customer
satisfaction. Perceived core product value
and relationship value was identified to be
positively related with customer loyalty.
Perceived service value was not found to be
in a positive relationship customer loyalty.
Customer satisfaction and loyalty were
found to be highly correlating.
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CSR PRACTICES IN MANUFACTURING SECTOR: AN EXPLORATORY
STUDY
Dheeraj Tiwari*, Anukool M. Hyde**, Manisha Singhai**
The economic development of a country largely depends on its Manufacturing sector. The present
study focuses on recognizing the internal influence of Corporate Social Responsibility (CSR) activities
over the employees of the Manufacturing sector organizations involved in such activities. In todays
scenario, employees perception is greatly influenced by the CSR practices. An organization that
takes care of keeping its employees satisfied and productive tends to be more effective. CSR has both
internal and external practices. This research work is based on the internal CSR practices, on how
employees perceived CSR in their organization. The reason for selecting the Manufacturing sector
companies, is that they are currently undergoing constant expansion. To be able to gain competitive
advantage and adjust to the dramatically changing environment, it is essential for them to attain
management efficiency by increasing employee satisfaction in the organization. Hence, the main
objective to conduct this research was to examine the issues of significance of Corporate Social
Responsibility practices in Manufacturing sector affecting the employees perception.
Keywords : CSR, Corporate Social Performance, Sustainable Development, Corporate Philanthropy,
Strategic Planning, Competitive Advantage.

INTRODUCTION
In present times, CSR has gained a lot of
popularity within human society. Specifically,
multinational corporations are much
concerned about this issue when they want
more direct investment internationally, to
push in capital into organizations future
progress. The cause for this is that in the
present times, investors are more concerned
about the firms contribution towards the
society, besides earning huge amounts of
profits. Investors are laying more emphasis
on the firms contribution towards the society,
which indicates that if the firm achieves the
International
Organization
for
Standardization (ISO) certificates, it proves
that they are performing up to the standards
of requirements in terms of CSR (Ali et. al.
2010).
In the present business scenario, the main
criterion for a company to be successful is
the maximization of profit and their
shareholders investment particularly in the

era of globalization. Ever since the dawn of
the 20th century, effect of a business on the
economic, social and political fronts has
become the chief area of concern for every
organization (Turkër, 2009). Companies are
not merely needed to be committed to
employees internally but they are also
responsible to the society outside. This gives
way to the emerging significance of the CSR
term. The recent studies point to the fact that
CSR emphasizes on organizations to assign
substantial capital for the welfare of the
community, organizations are encouraged to
spend more resources on this rather as a form
of investment as it is advantageous to both
the organization itself and its stakeholders
(Ali et.al. 2010).
Various researches demonstrate that there is
a vital connection between CSR and
corporate success (Heslin and Achoa, 2008).
Hence, it becomes necessary for an
organization to embrace this. In an
organization, employees are one of the chief
stakeholders for the determination of its
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success or failure because they are one of the
key assets that the organization needs to
have in order to grow. Nevertheless, so far
not much research has been conducted
focusing on the relationship between
employees perceptions and organizational
commitment (Ali et. al. 2010). While many of
the organizations are worried about the
causes of disinterest of the employees
towards a certain organization and their
absence from the organization but still, the
studies that concentrate on the matters
related to employees perceptions towards
the CSR initiatives of the corporations, are
far less.
All through the previous studies, focused on
the issues of employees perceptions and CSR
initiatives, it is demonstrated that CSR
enhances the degree of commitment of the
employees to the company as it is concerned
about their own and their families wellbeing
(Ali et. al. 2010). According to Moskowitz
(1972); Turban and Greening (1996); Albinger
and Freeman (2000); Greening and Turban
(2000); Backhuas et. al. (2002); Peterson (2004);
the contribution of CSR to the society will
escalate the motivational level of employees
in executing their assignments because they
might feel proud being associated to an
establishment that is sensitive towards the
society as a whole. Moreover, they are more
devoted to the establishment as they feel that
they are members of the group contributing
to the society.
Since employee perception is so vital to an
establishment, researchers are evolving a
theoretical framework on the way CSR
practices influence employees perceptions
in a company, which will be discussed
throughout the whole research. This research
is going to find out variables, which may
affect the perceptions of employees the most
in organizations.
REVIEW OF LITERATURE
Ehsan and Ahmed (2012) are pertinent to the
Pakistan viewpoint. According to them the
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companys social responsibility and positive
conduct instills trust in the employees
towards the company, motivates them, and
moulds their self-confidence. The
researchers also study the kind of relationship
between employees and corporate social
responsibility in the environment of Pakistan.
Statistics of approximately one hundred
companies from the Manufacturing sector
for the time period of 2006-2009 were
studied. Findings of the work has detected
that the relationship between employee and
CSR is positive as far as the Manufacturing
sector of Pakistan is concerned.
Consequently, the positive relationship
underlines the optimistic social conduct of
companies in Pakistan in Manufacturing
sector.
Noor (2010) deducted in her article that no
regular norms exist for gauging, recording
and assessing the social performance of a
business organization. Various experts have
come up with various models for this
objective. However, no one has been able to
come up with an overall approval yet. There
is a requirement of evolving a wide-ranging
model of social accounting further, which will
aid in transporting the uniformity in
recording. The display of the data should be
in the balance sheet format containing the
assets and liabilities of all the social
undertakings taken up by the organization.
Demonstration of uniform value added
statement should be made mandatory by
enforcement of some laws by the
government. The revelation of social
information should be made at some fixed
place. The social report consisting of data
related to social activities should be submitted
separately, along with the annual report.
Ligeti and Oravecz (2009) studied CSR in
Hungary. They established that two third of
the organizations under study see CSR as
compliance regulation, approximately the
half as taking care of stakeholder concerns
and ethical behavior while only thirty eight

CSR Practices in Manufacturing Sector : An Exploratory Study

109

percent identify it as environmental
protection and only five percent as social
inequalities correction. When survey was
done amongst people from diverse
educational levels, on an average 27.9 percent
of them completely approved that the
organizations indulge in such initiatives for
publicity while on an average only 9.7
percent completely disapproved. Sixty nine
percent of the respondents went in support
of the statement A company is part of society,
too, therefore it has a duty to support its
environment while only 9.7 percent
completely disapproved. Both these
responses could be recorded on a five-point
Likert scale.

Advanced examination demonstrated that
economic (shareholders) and personal
(employee) issues are the key social issues
that have an effect on a firm.

Lopez et.al. (2007) investigated the effect of
the inclusion of practices incorporated into
corporate social responsibility on business
performance. The relation between CSR and
specific accounting indicators was examined.
The researchers analyze whether there is any
noteworthy difference in the performances
of the European firms that had incorporated
CSR and others that had not. At the end, they
concluded that there is a negative
relationship between the performance
signifier and CSR. This shows that the
performance signifiers are negatively
affected by the sustainability practices
throughout the initial year of their
application. Long-sightedness is essential for
an organization to employ new policies in
the financial plan.

Wood and Jones (1995), in the past had
contended that even if certain theoretical
models of Corporate Social Performance
clearly incorporated employees as a factor
for examination of the results, only few
researches have studied CSRs impact on
employees outlooks and conduct. This
inquiry, that if CSR motivated outlooks and
conducts can influence employees
performance in their establishments, and
eventually the incomes of these
establishments, has rarely been made.

Wickramasinghe (2006) examined the effect
and connection of CSR with the success of
chosen manufacturing firms in Sri Lanka. He
addressed six CSR issues: economic,
personal,
product,
environment,
discrimination and community and
calculated the success of the firm employing
Return on Investment (ROI). He presented
the results revealing that there is a
noteworthy positive connection between the
success of those firms and the amount of
social responsibility in Sri Lankan firms.

Rawlins (2005) presented that CSR signifies
doing well by doing good. This implies, for
example, that firms with greater CSR
develop as the employers of choice (a great
place to work), a neighbor of choice (society
where it works is happy to have it working
there), and vendor of choice (evading bad
product design and safety mattersoffering
complete worth). The actual test lies in
companies to be responsible outside financial
duties.

Ashforth and Mael (1989) found that CSR
initiatives not only influence the outlook of
the prevailing employees, they also showed
their influence over the selections made by
the probable employees. According to
them,individuals get inclined to identify with
companies when they perceive that the
company has outstanding characteristics,
high reputation and a lucrative image, which
in turn makes them believe that joining such
company would enhance their own selfesteem. These authors believe that a
corporates socially responsible activities send
a positive gesture to prospective employees.
Subsequently, the employees possibly get
identified with a responsible company,
particularly if their ethics match with
promoted practices. These researches
indicate the way a socially responsible image
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affects corporate attractiveness for probable
workers like undergraduates or MBA
students (Blackhaus et. al., 2002).
Milton Friedman (1970) is one of the sturdiest
challengers of attaching social responsibilities
with business houses. He vehemently
condemned CSR practices by saying thatThe businessmen believe that they are
defending free enterprise when they declaim
that business is not concerned merely with
profit but also with promoting desirable
social ends; that business has a social
conscience and takes seriously its
responsibilities for providing employment,
eliminating discrimination, avoiding
pollution and whatever else may be the
catchwords of the contemporary crop of
reformers. Businessmen who talk this way
are unwitting puppets of the intellectual
forces that have been undermining the basis
of a free society these past decades.
The Economic Times (January 11, 2013) news
emphasized the company Dells policy of
inspiring its employees in starting CSR. The
news deliberated that companys employees
are the force that drive the company to work
more for the society. Company with its
employees has indulged in activities related
to social responsibility in the field of
education, environment and employees
welfare. Along with Dell, the news focused
on some other companies also like Maruti
and Godrej, stating that these companies also
offer orientation programmes to its
employees for preparing them for social
services. Maruti organizes a program called
e-parivartan for a group of employees to
brief them about problems of the society and
their solutions.
OBJECTIVE
To explore the factors affecting employees
perceptions towards CSR practices in Service
sector.
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METHODOLOGY
The Study: The study is exploratory in
nature
The Sample: In the present study,
convenient sampling method has been used.
After eliminating the inexplicable responses,
total of 140 respondents were taken into
consideration. All the respondents were
employees of various manufacturing
organizations.
Tools for Data Collection: A self-designed
questionnaire based on literature review was
used to explore the factors affecting
employees perceptions towards CSR
practices in service sector.
Tools for Data Analysis: Normality Test,
Reliability test, Factor Analysis were used for
data analysis.
ANALYSIS AND INTERPRETATION
NORMALITY TEST- Most statistical tests
assume that the data are normally
distributed hence there is a necessity to check
the distribution. The Kolmogorov- Smirnov
Statistic tests the hypothesis that the data is
normally distributed. A low significance
value, less than 0.05 indicates that the
distribution of the data differs significantly
from a normal distribution. After conducting
this test, it was found that the assumption
holds good for the data. The data is normality
distributed (1.999) (Table 1).
RELIABILITY
Reliability test has been made for tesing the
reliability of CSR Practices, with the help of
Coefficient (Cronbach Alpha). Reliability of
data is (.910) (Table 2) which is excellent,
according to different theory of reliability
value above 0.6 is appropriate, low value
below the 0.5 implies that reliability may not
be appropriate.
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FACTOR ANALYSIS

there should be a direct connection
between the firms actions and its core
business so that the benefits gained
from these actions can be maximized
(Porter and Kramer, 2002; Zadek, 2005,
2006). A well-balanced combination of
business strategy, social responsibility
activities and core business activities
should be made, so that efficient
corporate social strategies can be
attained. He says that this combination
can be improved by examining the
relationship between strategy,
leadership and excellence through
engaged learning.

SPSS was used for factor analysis and
following five factors were found:
1.

2.

Sustainable Development- This factor
has a total load of 4.203. It included
items I feel CSR improves community
relations and public image (.925), I
believe that CSR is a strategic initiative
(.731), I understand that Company
has awareness of Social Initiatives
(.705), I feel
CSR improves
environmental bottom lines (.670 ), I
feel CSR improves social bottom lines
(.614), I feel CSR improves employee
Satisfaction, morale and loyalty (.558)
.Sustainable
development
is
understood as the conversion of the
commitment and devising ways of the
management and the capacity of the
organization to operate and
incorporate key stakeholders (Waddock
and Bodwell, 2007). Nevertheless, it is
a big issue for a company to be fully
sustainable and needs a very strong
management and leadership, which
assimilates economic business
performance, social and environmental
performance.
Strategic Planning- This factor has a
total load of 2.809. It included items I
feel the Company is attempting too
many objectives (.903), I believe CSR
activities are like a reactive strategy
(.694), I believe that CSR is linked to
company profitability(.628), I
understand CSR improves economic
bottom lines (.584). Social initiatives
can be employed by an organization to
enhance its competitive context and
improving the quality of the
surroundings, where the business
functions. Laying emphasis on the
context permits the firm to develop its
potentialities to assist social
responsibility activities and help the
society in a systematic way. As a result,
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3.

Operating Performance- This factor has
a total load of 1.802. It included items
I understand that CSR helps for
improved operating efficiency (.907),
I understand that present range of
CSR is consistent (.895). The operating
efficiency is gaining more importance
for organizations now (Vilanova et. al.
2009). Numerous theories about the
relationship between CSR and
operating performance can be
encountered in the literature. Many
organizations argue that their
objectives can be achieved with lower
employment levels and costs.
Moreover, another challenge for the
firms lies in enhancing the profitability
and their operating performance
efficiency simultaneously. As operating
performance measures are based on
accounting numbers and are usually
assesed relative to an industry
benchmark (Brad and John, 1995), the
linkage between CSR and operating
performance becomes more significant.

4.

Competitive Advantage- This factor has
a total load of 1.538. It included items
I understand CSR helps to manage
brand image of the company (.728), I
feel that CSR as a source of competitive
advantage (.810). Logsdon and Wood
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(2002) consider reputation to be a strong
concept for business, government and
non-profit organizations. Reputation is
used by executives, administrators and
by both internal as well as external
stakeholders for assessing and
communicating their perception of
business and corporations. Hence, a
good reputation can be very
advantageous for the firm. CSR should
assist in augmenting this reputation,
thereby
creating
competitive
advantage.
5.

Stock Market Performance- This factor
has a total load of .929. It included
items I feel that Stock market reacts
favorably to CSR performance (.929).
Peters and Mullen (2009) observed that
the influence of corporate social
responsibility could be gathered and
reused in a positive manner in the long
run, thereby giving way to an improved
firm performance.

CONCLUSION
This study establishes the fact that the
concept of CSR is integral to the
organizational culture for cultivating
awareness in employees and for use as
performance guideline. It also revealed that
the organizational culture is the main factor
influencing
employees
attitudes,
perceptions and approach towards CSR
policy. The study indicates that five factors
have been generated and manufacturing
sector needs to communicate the
stakeholders, particularly the employees, so
that an awareness and understanding may
be brought about to ensure performance in
agreement with the policy. In this
investigation, the level of employees
perceptions was consistent with the level of
expectations. Therefore, organizations are
advised to demonstrate tangible actions on
their CSR role and keep their employees
informed about their CSR policy and its
execution. It is also clear that employees wish

to acknowledge the managements decision
and expect fair treatment and care according
to the law. The organizations ability to satisfy
these demands will strengthen the
employees sense of belonging and
engagement, which is the key force behind
effective CSR.
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EFFECTIVENESS OF PUBLIC DISTRIBUTION SYSTEM IN MADHYA
PRADESH: A POVERTY ALLEVIATION PROGRRAME
Aneeta Sen*, Asha Sakhi Gupta**
Public distribution system is a powerful tool for poverty alleviation. PDS provides food security to
the weaker section. It is a social welfare scheme of Indian government. It was started during the
Second World War. This is one of the major policies of India. Despite of many loopholes and
shortcomings it is an effective program. It is a fact that still poverty, hunger and malnutrition are big
challenges in front of our country. Present study has tried to measure effectiveness of Public
Distribution System in Madhya Pradesh with the help of beneficiaries response of the research area.
The study revealed that correlation coefficient between effectiveness of PDS and the beneficiaries
satisfaction was found to be significant.
Key words: PDS, Poverty, Effectiveness, Satisfaction.

INTRODUCTION
Poverty is a major challenge in front of our
country. Country has been trying to reduce
it by employment generation schemes, food
security scheme and so many social security
schemes. Public Distribution System (PDS) is
one of the poverty alleviation program which
contributes towards the social welfare of the
people. Essential commodities like rice,
wheat, sugar, salt and kerosene are
distributed to the people under the PDS at
subsidised prices. PDS is the primary social
welfare and antipoverty program of the
Government of India. PDS is operated under
the joint responsibility of state and central
government. Essential commodities are
distributed through Fair Price Shops (FPS) to
the beneficiaries of the Below Poverty Line
(BPL), Antyodaya Ann Yojna (AAY), Above
Poverty Line and Other Priority Holders
(OPH).
In Madhya Pradesh Public Distribution
System works efficiently. So many schemes
has been run under PDS i.e. Anntyodaya Ann
Yojna, Mid Day Meal, Mukhyamantri
Annpoorna Yojna, World Bank Nutrition
Program. Apart from AAY, BPL and other
PHH commodities are distributed through

Aganwadi to children and pregnant ladies.
Other PHH category includes 22 types of
beneficiaries. At present around 23,735 FPS
distribute commodities to 11,957,910
beneficiaries of all categories.
REVIEW OF LITERATUE
Several studies in recent years focused on the
food security and Public Distribution System.
Some discussed about causes of food
insecurity like low rate of production,
malnutrition, improper distribution of food
grain. Balani (2013) finds out the leakages
during transportation. Datt (2008) studied
about identification of the section,
effectiveness and evaluation of PDS.
Kattumuri (2011) analysed mismanagement,
misappropriation,
and
improper
identification of BPL. Many other
government and private research have also
done on Public Distribution System, which
explain about role of state and central
government, Self Help Group, corporative
societies, FOOD Corporation of India
(Nakkira, 2004).
Andaleeb (2015) analyzes improvements of
Public Distribution System in rural India since
2004-05 with the help of the data surveyed
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by NSSO. He finds a clear-cut and consistent
evidence of PDS improving over time. PDS
expansion has covered those who are the
most vulnerable and lower income classes.
He concludes that Food security act depends
entirely on the efficient functioning of the
PDS, the improvements have been extremely
important. In terms of coverage and
outreach to the poor, there is still quite a
distance that needs to be covered.
Balani (2013) presents an analytical report on
Public Distribution System and Food Security.
This study presents a description of the
functioning of the existing Targeted Public
Distribution System (TPDS) mechanism and
the role played by the centre and states. It
also explores challenges such as lack in
delivery system (leakage in transportation)
and accurate identification in eligible
household in the effective implementation
of Targeted Public Distribution System
(TPDS) and alternatives like case transfer and
food coupons to reform the existing
machinery.
Das (2013) analyses the existing food security
program in his study he focused on the
objective related to provide food grains and
other essential items to vulnerable sections
of the society at subsidized prices, moderate
influence on the open market prices of
cereals and equitable distribution of essential
commodities across different income groups
especially poor. After analysis he concludes
that the present Food Security Program or
the future National Food Security Act may
help people in a more effective and efficient
manner.
Pal (2011) in his paper analyzes the
organizational structure and their leakages
in the functioning of agencies like Food
Corporation of India (FCI) and CWC engaged
in the procurements, transportation, storage
and distribution. And suggests remedial
measures in the form modernization that is
computerization, smart card etc which
cannot solve every problem of PDS but it
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may be helpful to make the PDS transparent,
efficient and effective in India.
Kattumuri (2011) explains that the Targeted
Public Distribution System (TPDS) and the
Mid-Day Meal Scheme are two large
government food distribution schemes in
India. Problems of misappropriation of
resources and mismanagement of these
programs continue and the government is
unable to achieve its goals. The problem of
identification of BPL families, misallocation
of BPL cards and corruption are major
hurdles in this program. The government has
prioritized the development of technology,
such as the unique identity card, in order to
tackle misuse of the system and effective
implementation of the scheme. The
government also plans the introduction of
Global Positioning Systems (GPS) and Radio
Frequency Identification Devices (RIFD) in
the 11th five-year plan to track food grains
and reduce leakages. Ensuring efficient
implementation of TPDS is essential to enable
the fundamental right to food.
Kamal (2010) tries to know the structure and
policy of Public Distribution System. This
study evaluates the awareness of
beneficiaries, socio-economic changes due to
PDS and quality, quantity and price of
distributed commodities through PDS.
Research council UK (2010) examines and
expands the knowledge on food security
related research in India, and identify groups
undertaking high quality research. The study
also focused on understanding the funding
landscape for food security research in India.
In order to better understand food security
research in India, the author has conducted
intensive secondary research, including
interviewing some Government and private
funders and got the information about how
priority areas are decided, different funding
methods and allocation and disbursement of
funds.
Dev and Sharma (2010) examines
performance, challenges, and policies of the
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food security system in terms of availability,
access, and absorption of nutrition and stated
that all three parameters are important and
interrelated. Availability and access to food
can increase nutrition among the households.
Food availability is a necessary condition for
food security and for the availability there is
need to increase crop diversification and
improve allied activities. Access to food can
be increased through employment by the
growth in labour intensive sectors and/or
through social protection programs. India
has many policies and programs. Still food
insecurity and malnutrition continue to be
higher side. The problem is with both design
and implementation of the programs. The
focus of reforms can now be shifted to more
efficient delivery systems of public services.
Datt (2008) examines whether the PDS are
able to correctly identify the vulnerable
section of the society or whether there is any
bias in doing so. As well as the researcher
tries to find out the effectiveness of PDS,
evaluation of food security through PDS and
role of PDS in providing calories in India.
Suryanarayana (2008) provides a profile of
deprivation with respect to consumer
expenditure, cereal consumption and energy
intake across demographic and agro-climatic
regions as defined by the National Sample
Survey Organisation (NSSO) of India. It
examines the evidence at the disaggregated
level to verify whether a public distribution
system (PDS) targeted with reference to
estimates of poverty would end up
penalizing the non-poor but food insecure.
The author further suggests that the
empirical profiles have also useful policy
relevance with respect to decentralized
formulation and implementation of the PDS.
Vyas (2008) presents the work in light of the
government policies like Food For Work,
Mid-Day Meal, Public Distribution System
etc. The main problems are related to calorie,
food distribution and nutrition. Per capita
calorie intake (1600 to 1700) falls short of the
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required norm. Intra-family food distribution
is also inequitable in the rural households and
the pre-school children get much less than
their physiological needs as compared to
adult males and females. Micronutrient
deficiency is common among people. Diets
of about 80 percent of the rural population
contain less than half of the normal
requirement of vitamin-A. This deficiency
leads to preventable blindness. Iron
deficiency is widely prevalent among
pregnant women. This results in a high
incidence of low birth weight children, which
in turn contributes to malnutrition.
Nakkira (2004) examines that State
Government is making all efforts to make the
PDS more effective by ensuring the
availability, affordability and accessibility of
PDS items to the poor. Cooperatives have
been playing a vital role in running FPS. The
emerging role of Self Help Groups (SHGs) in
PDS is widely appreciated. Moreover, they
enjoy the participation and involvement of
entire village in running FPS. Hence, FPS run
by SHGs are found to be cost effective and
trouble free. The participation of women and
middle-aged respondents was also found to
be high in all sample districts.
OBJCTIVES
l

To study the effectiveness of Public
Distribution System (PDS).

l

To measure the satisfaction level of
beneficiaries brought under PDS.

NULL HYPOTHESIS
l

There is no significant relationship
between effectiveness of PDS and
satisfaction of beneficiaries brought
under PDS.

METHODOLOGY
The Study: The study was conducted in
Hoshangabad District. Hoshangabad is one
of the districts of Narmadapuram Division.
Hoshangabad district consist of the eight
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tehsils (Babai, Bankhedi, Dolariya,
Hoshangabad, Itarsi, Pipariya, Seoni Malwa
and Sohagpur) and seven blocks namely
Babai, Bankhedi, Hoshangabad, Kesla,
Pipariya, Seoni Malwa and Sohagpur. Rural
population of BPL (Below Poverty Line) and
Other PHH (Priority House Holds) category
of all 7 blocks were covered under this study.
This research study is explanatory and
analytical and aims at analyzing the existing
Public Distribution System. This study was
conducted on only BPL and other priority
house hold families of the rural area.
The Sample: Stratified random sampling
survey method was used for this study. All
seven blocks of the district were selected for
this study. Villages and number of
households were proportionally selected
from each block. Total 400 of BPL and other
House Holds were investigated.
Tools for Data Collection: The systematic
data and information were collected by the
both, primary and secondary sources.
Primary data were collected by direct
personal investigation with the help of
interview schedule, interviews, group
discussion and observation. Existing research,
reports, government data and publications
were used for the secondary sources.
Tools for Data Analysis: Collected data were
carefully analyzed and was used to generate
both qualitative and quantitative findings
using the appropriate data analysis tools like
Average, Percentage, Correlation and
multiple Regression.
INTERPRETATION
Demographic profileRegarding age of the beneficiaries, Table 1
shows that 2 per cent were between 0-20
years, 45.25 per cent were between 20-40
years, 31.75 per cent were between 40-60
years, 14.25 per cent were between 60-80
years and remaining 6.75 per cent were more
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than 80 years. The majority of the
beneficiaries were between 20-40 years as
these people know the PDS and they also
have the familys liabilities.
From the Table 2, it is clear that 42.75 per cent
beneficiaries were from Schedule Caste (SC),
16.75 per cent were from Scheduled Tribe
(ST), 36.5 per cent were from Other
Backward Class (OBC) and rest 4 per cent
were from General category. It has been
revealed that the majority of the
beneficiaries were from OBC category.
Regarding education of the beneficiaries,
from Table 4 it is evident that 34 percent have
primary education, 22 per cent have Middle
education, 10.75 percent have gone to High
School, only 2 percent are from Higher
Secondary, 1.5 percent have done college
education and rest 29.75 having no
education. It depicts that a large percentage
of beneficiaries are illiterate have done
primary schooling thus they have no
awareness about the public distribution
system and its benefits.
From the Table 5 on occupation, it disclosed
that 66 per cent were from labour class, 14.25
per cent were from farmer class, 4 per cent
were from private jobs, 3.25 per cent were
from Government jobs, 6 per cent were from
business class, and remaining 6.5 per cent
were students. A less percentage of
beneficiaries were involved in private
government jobs and business. Mainly
beneficiaries were from labour class so their
requirement for PDS is a necessity for their
livelihood.
As far as monthly income is concerned, 8.25
per cent have upto Rs. 10,000, 22.5 per cent
have between Rs. 10,000 to 20,000, 25.5 per
cent have Rs. 20,000-30,000, 20.5 per cent
have 30,000 to 40,000 Rs, 9.5 per cent have
more than 50, 000 Rs.and remaining 1.75 per
cent are uncertain about their income
segment (Refer Table 6).
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Effectiveness of PDS
Effectiveness refers to what a beneficiary
attains from the policy. For the purpose of
collecting the required information from the
selected 400 sample respondents, the
interview schedule method was adopted. 9
questions related to effectiveness were asked
on the basis of Likert-type scale of 3 that is
yes, no and neutral. These questions are
parameters of effectiveness (Refer Table 7).
Table 8 reveals that 82.75 percent respondents
are receiving commodities regularly. 94.75
percent respondents consume the
commodities, which is distributed under
PDS. 78 percent respondents say this PDS is
useful for poor. The data of the table shows
that PDS is an effective policy for poor. They
use the commodities and they will get
affected if PDS is discontinued.
Satisfaction Level
Satisfaction refers to the happiness that the
respondents feel from the services provided
by the government through PDS. To measure
the level of satisfaction of beneficiaries many
questions were asked but only three has been
selected as the parameter of satisfaction.
Table 9 reveals that more than 50 percent of
respondents are happy with the quality of
the commodities distributed under PDS. 66
percent respondents are satisfied with
measurement only 20.25 are not satisfied
with measurement. 70.25 percent
respondents have complaint with the system
regarding quality, quantity and time of
allocation. In spite this 70 percent are agree
with the fact that poor are taking benefit of
the scheme. 12 percent says there are some
leakages in this system regarding
misallocation and misidentification of right
beneficiaries.
l

H0: There is no significant relation
between Effectiveness of Public
Distribution System and the
Beneficiaries Satisfaction.

l
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H01: There is a significant relation
between Effectiveness of Public
Distribution System and the
Beneficiaries Satisfaction.

In the Table 10 the mean score difference
between Effectiveness of PDS and
satisfaction of the beneficiaries is given. The
mean value of Effectiveness of PDS is 8.72
and the mean of Beneficiaries Satisfaction is
20.24 on the parameters. The table on mean
descriptive is followed by the table of
correlation of dependent (Beneficiaries
Satisfaction) and independent variable
(Effectiveness of PDS).
Table 11 shows the correlations and it is
evident from this table that Pearsons
correlation coefficient between Effectiveness
of PDS and the Beneficiaries Satisfaction is
0.703 which is significant since the significant
value (p- value) 0.010 is less than 0.05.
Therefore, we may conclude that there is
significant association between Effectiveness
of PDS and the Beneficiaries Satisfaction.
Furthermore, since the value of correlation
coefficient r suggests a strong and positive
correlation, we can use a regression analysis
to Model the relationship between the
variables. Thus, null hypothesis was tested.
Over all model summary shows the value of
multiple correlation coefficient (R) was found
to be 0.703. It represents the linear correlation
coefficient between observed and model
predicted values of the dependent variable,
Its large value indicates a positive
relationship. R squared represents the
coefficient of determination and is the
squared value of the multiple correlation
coefficients. Adjusted R square value was
found to be 0.492 and this value is significant
and represents strength of association. The
coefficient of determination (R Square) is
0.494 which shows that 49.4 percent of
variation in beneficiaries satisfaction is
explained by effectiveness of PDS.
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Graph 1 : Histogram on Effectiveness of Public Distribution
System and the Beneficiaries Satisfaction
ANOVA is used to exhibit models ability to
explain any variation in the dependent
variable. ANOVA Table 12 exhibits that the
hypothesis that all model coefficients are 0.00
is rejected at 1 percent level of significance
which means that the model coefficients
differ significantly from zero. In other words
we can say that there exists enough evidence
to conclude that slope of population
regression line is not zero and hence,
Effectiveness of PDS have a positive
relationship with the Beneficiaries
Satisfaction.
From the Table 3 of ANOVA, it can be
concluded that the calculated F value is more
(387.866) than the tabulated value at .000
significant levels; it means that null
hypothesis is not supported. The normal
probability plot is obtained to test the
assumption about the normality of residuals
and it appears that the residuals are normally
distributed. Thus the assumptions for
regression analysis appear to be met.
The hypothesis on significant relationship
between Effectiveness of Public Distribution

System and the Beneficiaries Satisfaction
found that correlation coefficient between
Effectiveness of PDS and the Beneficiaries
Satisfaction is 0.703 which is significant since
the significant value (p- value) 0.010 is less
than 0.05. Therefore, we may conclude that
there is significant strong association
between Effectiveness of PDS and the
Beneficiaries Satisfaction.
CONCLUSION
It is a fact that PDS is powerful tool with the
hands of government for poverty alleviation.
We cannot ignore that PDS provides food
security, helps to fight with hunger, poverty
and malnutrition in India. On the other side
it is also a fact that there are some loopholes
in PDS, which has been found in many
studies. Apart from loopholes it is an effective
system. majority of the respondents are
getting benefitted and they are satisfied with
this system. The findings of the current study
reveal that for the selected sample of
respondents there exists a strong association
between the effectiveness of PDS and
beneficiaries satisfaction.
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FACTORS CONTRIBUTING TO CUSTOMER LOYALTY IN CONTEXT OF
EFFECTIVE ADVERTISING : AN EMPIRICAL STUDY
Divya Mamtani*, Preeti Singh**, Charul Jain***
In rapidly changing marketing environment, advertisers find it more challenging to break through
the clutter of competing advertisements to be able to affect the perception of consumers. Effective
advertisements are helpful for establishing long-term relationship with customers to obtain higher
market share. Maintaining customer loyalty has been recognized as one of the key factor for business
survival and growth. The purpose of this research is to study the factors contributing to customer
loyalty in context of effective advertising. For this purpose, a sample of 150 individuals was collected
from the Indore City after eliminating inexplicable responses. Primary data were collected through
closed ended questionnaire and results were analyzed with the help of factor analysis. The study is
beneficial for the organization and ad agencies and advertising industry in general to find out various
factors which will play important role for potential customer to choose product or service.
Keywords: Advertisers, Consumers, Effective Advertising, Customer Loyalty, Advertising Industry,
Ad Agencies.

INTRODUCTION
Advertisement is an essential instrument to
create awareness among consumers. In
todays competitive market, we are exposed
to number of advertisements, and
advertising companies invest huge amount
to promote their products or services.
Advertisement is a promotional tool to
communicate information which can
persuade consumers to take final purchasing
decision. Therefore, advertising will continue
to exist and extend if it focuses on being
effective. Effective advertising is meaningful
and memorable which holds viewer s
attention. Doyle and Saunders (1990) pointed
out that advertising should be effective
otherwise it will not be beneficial for
organization to achieve objectives. Effective
advertising will be helpful for organization
to survive in competitive market.
Organizations can reach their consumers
through effective advertising. Effectiveness
of advertising can be recognized by
consumers which leaves an impression in the
* Ph.D. Scholar in DAVV, Indore
** HOD, School of Commerce, DAVV, Indore
*** Assistant Professor, School of Commerce, DAVV, Indore

minds of consumers. Effective advertising
will be beneficial for advertisers to influence
consumer not only to purchase but continue
to repurchase and develop long term
relationship. These effects have made
organizations to pay more attention to
effective advertising.
In competitive market, focus on consumers
has been recognized as significant factor that
can help companies to build long term
relationship. According to Rosenberg et. al.
(1984) cost of winning a new customer is six
times more than the cost of maintaining an
existing customer. The focus has moved from
getting new customers to retain existing
customers. Rowley (2005) stated that
customers are key drivers for organization.
If organization pays enough attention on
customers then organization can achieve
additional worth from customers. Therefore,
improving customer loyalty is important for
long-term success of the organization.
Breuer and Brettel (2012) explained that
advertising plays essential role to promote
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products or services and organizations also
invest huge amount in advertising.
Therefore, organizations must hold correct
information about factors contributing to
consumers desires and wants which will be
beneficial for organization to persuade
consumers. Dawes (2013) claimed that
consumers are profitable source of
organization in rapidly increasing
competition. Advertising is helpful in creating
awareness and influencing the consumers in
decision making.
Kirmani and Wright (1989) stated that
organizations are facing severe competition
and to achieve competitive advantage they
should grab opportunities. If we are
determined about organizational growth
then the focus should be on loyalty.
Organization should try to retain existing
consumers, maintain long-term relationship
with them and create loyalty with the help
of proper advertising.
Moreover, it would be worthwhile to know
whether the effective advertising results in
customer loyalty of the advertised products.
Practically everyone in the modern world is
influenced some way by advertising. It is too
significant for us to identify the factors
contributing to loyalty of customers towards
effective advertising which is going to
conclude with long-term relationship among
consumers. This research aims to study the
factors contributing to customer loyalty in
context of effective advertising.
Purpose of Research
In todays marketing environment, customer
loyalty plays significant role in an
organization to achieve objectives. Knox and
Walker (2001) stated indistinctness in
definition and measurement of customer
loyalty and recommended that thorough
understanding and awareness in customer
loyalty is necessary to deal with existing
imprecision. Johnson et. al. (2006) pointed
that factor contributing to customer loyalty
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changes according to time and dynamic in
nature. Clottey et. al. (2008) explained that
there are many studies about customer
loyalty but there is no generalization in the
factors of customer loyalty among various
industries.
This sets a requirement to bring forth the
factors contributing to customer loyalty
which will be useful to strengthen the loyalty.
Thus, the objective of this research is to study
the factors contributing to customer loyalty
in context of effective advertising. It would
help advertisers to promote the products or
services in order to persuade consumers and
make them loyal. Hence, this research will
provide an important contribution to this
area.
REVIEW OF LITERATURE
Customer loyalty can be defined as
dedication and commitment of customers to
an organization. It is a long-term relationship
between organization and customers. Dick
and Basu (1994) explained that loyalty is a
relation between repeat patronage behavior
and relative attitude of customers towards
an organization. Rowley and Dawes (1999)
stated customer loyalty is worthwhile for
organization. Loyalty can positively change
the attitudes and intentions of customers
which influence them not only to purchase
but repeat purchase. Customer loyalty will
meet the needs of customers and provide
positive results to organization. Evans et. al.
(2009) pointed out that customer loyalty
provides competitive edge to organization.
It retains existing customers, creates long
lasting impact on customers and increases
profitability of the organization. Rai and
Medha (2013) points out that customer
loyalty is ongoing relationship among
organization and customers which consists
of customer s behavior related to products
or services.
There are different perspectives in the
literature through which customer loyalty
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can be examine. Cronin and Taylor (1992)
examined that loyalty cannot be achieved
without satisfaction of customers and also
depends on the overall performance of
organization. Zeithaml et. al. (1996) found
customer loyalty creates trust among
customers which influence them to purchase
the product or service repeatedly and
recommend others to buy. According to
Terblanche and Boshoff (2006), if organization
wants to acquire the maximum advantage
of loyalty then organizations should
thoroughly understand the factors of loyalty.
There is a need to examine the factors of
loyalty that contributes to improve the
performance of organization.
Nguyen et. al. (2013) claimed that customer
loyalty is influenced by image, customer
satisfaction, perceived value, commitment,
quality and reputation. Advertising
influences customer s expectations which
results in positive experiences for products
or services. It will also helpful in retaining
customers and create loyalty. Kofi and Mark
(2014) studied that advertisement has effect
on customer loyalty. The researcher
determined that customers who are
frequently exposed to advertisements, are
converted into loyal to that specific product
or service.
Effective advertising can be defined as the
combination of advertising with meaningful,
memorable, relevant and uniqueness that
customers find worthwhile and interesting.
It must have the ability to connect with
customers and grab viewer s attention.
Enormous numbers of investigations have
been done to examine how effective
advertising influence consumer attitude and
intentions but there are little empirical
investigations that has been conducted to
examine effective advertising on customer
loyalty. Effective advertising relates to how
well an advertiser convey message to
consumers. According to Rust et. al. (1996),
advertising is beneficial for consumers to
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select a product or service. Advertising
increases demand which will result to obtain
market share. It can convert potential
consumers which will be profitable for an
organization. Perreault and McCarthy (2000),
suggests that sales plays an important role
to study effectiveness of advertising and it is
considered as suitable criteria for measuring
advertising effectiveness.
Ramalingam et. al. (2006) conducted study
on measuring advertising effectiveness and
found that relevant and meaningful content
can gain consumer s attention. There should
be a link between advertisers and consumers
with the help of advertisement which will
be beneficial for advertisers and consumers.
Effectiveness of an advertisement should be
measured where consumers objectives and
organizational objectives both can be
achieved. Adibi (2012) pointed that effective
advertising is an advertisement which should
be capable to gain attention of the consumers,
leave a memorable remark on the
consumers mind and have emotional impact
on the consumers. Effective advertising
intends consumer to buy product. Kofi and
Mark (2014) stated that content of a message
in advertisements plays crucial role to
influence customer loyalty. He further stated
that is important to understand the factors
of customer loyalty in context of effective
advertising of the advertised products.
OBJECTIVE
To identify the factors contributing towards
customer loyalty in context of effective
advertising.
METHODOLOGY
The Study: Present study is exploratory in
nature and is based on primary data. The
study aims to understand and identify
factors contributing to customer loyalty in
relation to effective advertising.
The Sample: In present study non probability
convenience sampling method has been
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used. After eliminating the inexplicable
responses, a total of 150 respondents were
taken into consideration who are the actual
users i.e. the main decision maker who
decides to purchase and consume products
and services.
Tools for Data Collection: This study is based
on primary data. Primary data was collected
using self designed questionnaire (consisting
of seventeen items). The first part of
questionnaire consists of demographic
profile of the consumer and the second part
consists of five point scaling questions
relating to the factors contributing to
customer loyalty in context of effective
advertising.
Tools for Data Analysis: The collected data
was analyzed with help of suitable statistical
tools like percentage analysis, cronbachs
alpha, factor analysis.
RESULTS AND DISCUSSIONS
The results of the study throw light on factors
contributing to customer loyalty in context
of effective advertising. The demographic
characteristics of the respondents are
summarized in Table 1. Out of 150
respondents 68 percent of the respondents
were female and the remaining 32 were
male. 48 percent of consumers fall under the
age group of 26-35 years and 49.33 percent
have done their master degree. 35.33 percent
of the respondents fall under the income
group of below 250000, 46.67 percent of the
respondents fall under the income group
250001-500000, 12.67 percent of the
respondents fall under the income group
500001-1000000, where remaining 5.33
percent of the respondents fall under the
income group above 1000001.
Results of the reliability tests (Table 2) resulted
in an overall Cronbach alpha value for the
scales ranged from 0.908 to 0.712 which is
higher than the benchmark 0.70 that
confirms the items included in interval scale
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is considered fully reliable and internally
consistent.
Factor analysis requires that the KaiserMeyer-Olkin measure of sampling adequacy
should be between 0.5 and 1.0. The measured
value for KMO was 0.672 (Table 3) which
points towards the sampling adequacy and
the Barletts test of sphericity shows a
significant value of 0.000 which is less than
0.05 at 95 percent confidence level.
Table 4 depicted that 73.623 percent of the
variance is explained by six factors.
Seventeen variables taken earlier are now
reduced to six factors. It depicts that 19.291
percent of the variance is explained by the
first factor, 16.176 percent of the variance is
explained by the second factor, 12.801
percent of the variance is explained by the
third factor, 10.639 percent of the variance is
explained by the fourth factor, 8.594 percent
of the variance is explained by the fifth factor
and 6.122 percent of the variance is explained
by the sixth factor.
Table 5 summarized as the variables were
reduced to six factors. These are
communication, customer satisfaction, trust,
perceived value, corporate image and
commitment. These six factors explain 73.623
percent of variance in the data.
Table 6 explains the comparative analysis of
the factors of customer loyalty. Mean score
of first factor (Communication) of customer
loyalty is 0.882, second factor (Perceived
Value) is 0.803, third factor (Customer
Satisfaction) is 0.798, fourth factor
(Commitment) is 0.793, fifth factor (Trust) is
0.840 and sixth factor (Corporate Image) is
0.841. Factor 1 depicts high score while factor
four depicts low mean score.
Factors that determine customer loyalty in
the context of effective advertising are
communication, perceived value, customer
satisfaction, commitment, trust and
corporate image.
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Communication is a key factor of customer
loyalty. Anderson and Narus (1990) stated
that communication is interaction between
customer and organization. Communication
provides timely and accurate information
which occur at the time of pre-selling, selling,
consuming and post-consuming phase. Ball
et. al. (2004) explained that communication
involves relationship between organization
and customer which has strong positive
effect on customer loyalty. According to
Ndubisi and Chan (2005), communication in
the initial stage is to develop awareness, build
consumer preference, persuade potential
buyers and motivate them to make purchase
decision.
Perceived value is the value of a product or
service in consumer s mind. It is related to
the products ability to fulfill the
requirements of consumers and not related
with the market price of product. According
to Zeithaml (1988), perceived value is the
overall evaluation of products and services
based on the perception of consumers of
what is taken and what is given. Perceived
value positively affects the consumer s
attitude and behavioral intentions for
products or services.
Eggert and Ulaga (2002) pointed out that
perceived value is an important aspect of
customer loyalty to maintain long-term
relationship with consumers. When quality
of service exceeds costs of acquiring the
services then the customer will be more loyal.
Parasuraman and Grewal (2000) perceived
value involves the benefits received from
products or services of organization. It is the
opinion of consumers which can influence
them to make repeat purchase. Sirdeshmukh
et. al. (2002) studied that there is positive
relation between perceived value and
customer loyalty.
Oliver (1997) defined satisfaction is the
reaction of consumers whether it fulfills the
requirements of consumers or not. It is a way
of thinking associated with consumption of
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products or services, including under or over
achievement. Anderson and Srinivasan
(2003) stated that satisfaction is consumer s
point of view of pleasure regarding past
purchasing undergo. According to Geyskens
et. al. (1999) customer satisfaction is an
important factor which ensures profitability
of the organization. Satisfied customers
creates link between consumers and
organizations and also recommend products
or services to others. The favorable effect of
satisfaction on customer loyalty has been
continually studied in the literature. Caruana
(2002) and Olsen (2002) described consumers
are important for organizations and they will
select that organization only which give
them pleasant feelings. Kotler (2010)
explained that satisfaction is an important
factor to make customers loyal in long run.
Customer loyalty is affected by overall
satisfaction of customer with organization.
Customer satisfaction is the perception of
consumers for products or services resulting
from comparing expected outcome with
perceived outcome. Satisfaction will
influence consumers to use more products
or services which lead to retaining the
customer. Nam et. al. (2011) pointed out that
customer satisfaction increases the
willingness of consumer and persuades them
to repeat purchase. It determines the
relationship between advertisements and
customer satisfaction which is beneficial for
organizations.
Commitment maintains a relationship with
customers and service provider. It makes a
consumer connected to certain product or
service of organization. Morgan and Hunt
(1994) examined that commitment has a
positive impact on customer loyalty.
Customer loyalty can be measured with the
help of commitment which can also forecast
buying frequency. Commitment has been
widely recognized as an important aspect of
customer loyalty. Ndubisi (2007) explained
that commitment is a relationship where
both consumers and organization fulfills their
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obligations. Jones et. al. (2010) studied the
effects of commitment on customer loyalty
and found that there is relation between
them. Evans et. al. (2009) commitment is an
important factor which influences
consumers to buy the products. It makes
customers loyal which ensures profitability
of organization and long-term success.
Moorman et. al. (1992) also defined
commitment as positive attitude of
consumers associated with organization.
Trust is an important factor which indicates
that there is a link between consumers and
organization. Moorman et. al. (1992) defined
trust as confidence on partners where parties
can complete their duties. Bryant and
Colledge (2002) stated that trust is an
extremely important element in the
organization. It is necessary for consumers
to trust the organization which will be
helpful for organization to achieve success.
Ball et. al. (2004) pointed out that there is a
positive relationship between trust and
customer loyalty. If organization wants to
achieve customer loyalty then trust of
consumers among product or service is
necessary. Trust has a positive effect on
customer loyalty. It is necessary among
consumers otherwise organization cannot
obtain customer loyalty. Dan et. al. (2009)
noted that trust can positively influence
consumers to purchase the products or
services. Trust is important factor because it
can positively change the behavior of
consumers. Trust not only persuade
consumers to purchase but is also helpful in
maintaining long-term relationship.
Corporate image is the consumer s beliefs
and perception about specific products or
services of organization. Aaker (1996) stated
that corporate image is the combination of
awareness, experiences, beliefs, emotions
and feelings that consumers have about
organization. Korgaonkar et. al. (1985)
explained that image is critical factor of
customer loyalty. Image can retain
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consumers and make them loyal which is
profitable for organization to achieve longterm success. Ostrowski et. al. (1993)
explained that positive image of organization
can be achieved from positive experience of
consumers. If image of product goes high
then loyalty also increases which will results
in maintaining long-term relationship. Ball et
al. (2004) contradicted and said that corporate
image affects customer loyalty and there is
indirect relationship among image and
loyalty.
CONCLUSION
Almost every person is influenced to certain
level by advertising. Advertisements have
positive impact on consumers and play
important role in decision making.
Advertisers continuously make effort to
increase customer loyalty because it will be
beneficial for organization to achieve goals.
It is clear from the study that measuring
customer loyalty is important. The result
exposes the factor contributing to customer
loyalty namely communication, customer
satisfaction, trust, perceived value, corporate
image and commitment. Advertisers should
keep these aspects in mind to increase
growth of organization. Advertising is an
essential tool to create customer loyalty
which not only influence consumers to buy
product but also creates positive attitude in
an organization.
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FINANCIAL LITERACY AND ITS IMPACT ON INVESTMENT
DECISIONS: AN EMPIRICAL STUDY AMONG THE INVESTORS OF
INDORE DISTRICT
Mohammad Rafiq Shah*, Pallavi Pattan**
In recent years, due to availability of complex and diversified financial products and services financial
literacy has gained the attention of major banking companies, government agencies, grass-roots
consumer and community interest groups and other organizations. In this study financial literacy
among the investors of the Indore district was assessed. A well designed questionnaire was framed
involving the questions of basic as well as advanced financial literacy which was then administered
on 200 respondents. It was revealed that financial literacy is low to moderate among the investors of
Indore district. It was also revealed that financial literacy has a very significant impact on investment
decisions of the investors. Investors with low financial literacy are not able to invest in complex
investment avenues. It was also found that individuals with advanced financial literacy concepts are
more interested in investment in complex investment avenues than that of individuals with basic
financial literacy concepts.
Keywords: - Financial Literacy, Investors, Investment, Investment Decisions, Investment Preferences.

INTRODUCTION
Financial literacy and its importance have
increased massively over the past two
decades. It has gained the interest of policy
makers,
economists,
researchers,
academicians, employers, community and
many other organizations in the recent years.
Due to complex financial markets and
innovations in financial products and services
financial literacy is of paramount importance.
In the current scenario access to finance is
being considered as one of the major factors
for poverty alleviation and economic
development of the country. Financial
literacy can be defined as the ability of an
individual to manage finance wisely for
financial wellbeing of an individual. Lusardi
(2007), defines financial literacy as,
knowledge of most basic concepts and
financial terms to make a better investment
and saving decisions. RBI (2007), Reserve
Bank of India, defines financial literacy as
the familiarity and well understanding of
financial market and products, risks and
return so as to make informed choices.

Further, it relates financial literacy with
personal financial education which enables
an individual to improve the wellbeing and
avoid distress in matters that are financial in
nature. Thus, financial literacy is the well
understanding of the most basic concepts of
an individual related to finance such as
interest rate calculation, numeracy, inflation,
budget allocation, stock market participation
so on and so forth for the overall financial
wellbeing on an individual and for the
economic development of the nation. The
basic financial issues such as inflation and
interest calculation, advanced questions
about operational structure of financial
markets, bonds, t-bills, stocks, time value of
money and asset diversification is used to
measure the level of financial literacy among
investors. The ability and knowledge to spend
and manage money properly is referred to
as financial literacy  and the otherwise
would be financial illiteracyin the same
manner as literacy  gauges how well a
person can read.
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Where people make decisions about what to
buy, how to pay for what they buy, and how
they should spread financial commitments
over time, financial literacy is also crucial for
social welfare. There are numerous problems
arising because of financial un-sophistication.
Financial illiteracy or lack of financial literacy
hinders an individual to manage their
finance tactfully and puts an individual in
debt trap, causes financial crises of an
individual as well as of country and creates
mental illness to an individual. Assibey (2010),
revealed that individuals who are involved
in micro enterprises are mostly illiterate with
respect to business financing thus are caught
in high interest and debt which will lead to
business reversal. There are also other
rigorous consequences related to financial
illiteracy. Greater number of disputes,
divorce and mental illness are strongly
associated to financial illiteracy.
Lack of access to basic financial literacy poses
a severe threat to an individuals investment
regarding stock market participation,
investment in mutual funds, post office
schemes and for retirement planning. Thus,
financial literacy is of vital importance in the
present scenario as it has a multiplier effects
on the economy. Financial literacy trains and
supplements an individual to attain financial
wellbeing. A well educated household would
resort to regular savings, which in turn
would lead to investment in right channels
and income generation. Thus, efforts are
being accelerated worldwide to eradicate
financial illiteracy and to ensure financial
literacy for the financial security and financial
wellbeing. The present study is an attempt
to assess the level of financial literacy among
investors and its impact on investment.
REVIEW OF LITERATURE
A lot of research has been conducted so far
to address different financial literacy related
issues. Most of the researchers have
concluded that financial literacy is
significantly low among different nations
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which badly impacts individuals decision
making. For instance, Bernheim (1998)
suggests that financial illiteracy or lack of
financial literacy hampers individuals in
making sound financial decisions. He further
suggested that Americans dont hold
judicious understanding of financial decision
making. So they need proper guidance to
deal properly with financial choices. Vitt
(2000) defines financial literacy as the ability
of an individual to deal with the personal
financial conditions that ultimately affect
material wellbeing. Its the ability of an
individual to take best financial choices,
discuss money and other financial issues and
to avoid financial distress, plan for future and
respond competently to life events that affect
everyday financial decisions, including
events in the general economy. Xiao (2008)
clearly demonstrates that financial literacy is
akin human behavior which involves money
management, budgeting, spending,
borrowing, saving and investing and risk
management.
Mitchell (2006) conducted a study on
financial literacy and retirement
preparedness among American households.
The results of the study revealed that the old
aged Americans were mostly financially
illiterate. They were unable to answer simple
financial literacy concepts and only half of
the respondents belonging to 50+ age group
answered correctly to two simple questions
of compounding and inflation. The study
further pointed out that particularly women
and under-graduates (those without a college
degree) were mainly ill informed about
financial literacy concepts. Further, study
revealed that about one fifth (19 percent) of
the respondents were fully able to plan for
retirements. Individuals who are more
financially literate were more inclined to save
and invest in complex assets such as stocks.
Sekita (2011), in his research paper entitled
Financial Literacy and Retirement Planning
found that financial literacy plays a
significant role in the retirement
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preparedness of individuals. Individuals with
more financial literacy are more inclined to
have saving plan for retirement. Finally,
study revealed that individuals should build
a regular saving portfolio from childhood
which may ensure their security at the time
of their retirement.
Faoziah (2013) conducted a study to assess
the Relationship between Financial Literacy
and Financial Distress among Youths in
Malaysia among 430 youths and the study
disclosed that 32.6 percent were the prey of
severe financial distress followed by 43.3
percent (n = 186) of individuals with
moderate financial distress and 24.2 percent
(n = 104) respondents were found having
low financial distress. Moderate to high level
of financial literacy was found among 98.6
percent (n = 424) of individuals and 1.4
percent (n = 6) were found having poor
financial literacy. The research further
revealed that there is a strong positive
relationship between financial literacy and
financial distress. Low level of financial
literacy among employees causes financial
distress at an increasing rate and thereby
impacts badly upon productivity.
The study finally suggested that employees
should be given training on financial matters
to ensure sound productivity. Agarwal (2015)
in their research paper concluded that
financial literacy is crucial for investment
decisions of individuals. The study also
revealed that women were unable to invest
in different alternatives (shares, debentures,
mutual funds etc.) just because of lack of
knowledge and awareness. They further
suggested that women who are financial
dependent upon their spouses should be
focused particularly on the issues of financial
concepts.
OBJECTIVES
To assess the financial literacy level among
the investors of Indore district.
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METHODOLOGY
The Study: The current study aims to assess
the financial literacy level among the
investors. Alongwith this, the study also
attempts to understand the impact of
financial literacy on the investment decisions.
The Sample: Total of 230 respondents were
selected for the study. A total of 240
questionnaires were distributed among the
respondents out of which 30 were not
returned back and 9 were excluded from the
study due to incomplete answers and 01
questionnaire was misplaced. Finally, total of
200 respondents were selected for the study.
The universe of the present study consists
of both employed and non-employed
individuals who use to invest in different
investment avenues.
Tools for Data Collection: The data was
collected by primary as well as secondary
sources. Primary source was mostly used in
this study by administering a well designed
questionnaire to respondents which contains
different questions of basic as well as
advanced financial literacy. The investors
were approached personally and a 5-point
linkert scale questionnaire was used. In order
to check the Basic Financial literacy of the
investors questions related to Numeracy,
Management of Personal Finance, Budgeting
Concepts, Banking Awareness and Saving
were asked. In-order to assess the Advanced
Financial Literacy among the investors
questions related to Diversification, Time
Value of Money, Risk and Return, Concept
of Inflation and Stock Market Awareness
were asked to the respondents. The second
section of the questionnaire included the
investment preference of investors regarding
various investment avenues which included
investors preference in Shares, Bank
Deposits, National Saving Certificates, Forex
Market and Life Insurance.
Tools for Data Analysis: The data was
analysed with the help of percentage
analysis and graphs.
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RESULTS AND DISCUSSION
Basic and Advanced Financial Literacy
On the basis of the primary data collected
by the researcher to assess the level of

financial literacy among investors of Indore
district the following information was
revealed regarding basic financial literacy and
advanced financial literacy.

Figure 1: Showing Frequency and Percentage of Basic Financial Literacy among
Respondents

Figure 2: Showing Advanced Financial Literacy of Respondents
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Figure 1 and Figure 2 are plotted separately
which shows the level of basic and advanced
financial literacy among the investors of
Indore district. Its quite evident from the
Table-1 and the bar charts that the
respondents face many challenges on the
issues of financial concepts. It was found that
financial literacy (basic as well as advanced)
is lacking among the investors of Indore
district. It was also found that individuals
lack advanced financial literacy severely than
that of basic financial literacy. The individuals
were mostly found good in numerical ability
(77 percent) followed by budgeting (67.5
percent) and saving ability (62 percent).
Individuals were least knowledgeable on the
issues of personal finance and banking
awareness which were found to be 60
percent and 55 percent respectively.

with percent of correct response of 50
percent followed by stock market awareness
(47.5 percent) and concept of diversification
(47 percent) while individuals were least
knowledgeable about risk and return (42
percent) and time value of money with
percent of correct answers of 37.5 percent.
The overall financial literacy was found very
low among the investors of Indore district.
It may be because of many reasons including
least government support, exclusion of
finance related subjects at high and higher
secondary level. The individuals who were
able to answer were mostly business men and
managers of government departments. They
were well aware of basic and advanced
financial literacy concepts.

Investors in case of advanced financial
literacy performed poorly on the issues of
financial concepts as depicted in the Table 1.
The result shows that respondents are more
knowledgeable about concepts of inflation

Individuals investment decision making
depends on many factors. Here we try to
asses the impact of basic as well as advanced
financial literacy on the investment decisions
of the investors. The data so collected is
depicted below.

Investment Decisions

Figure 3: Showing Preference of Investment of Respondents
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Table-2 exhibits the different investment
preference of investors. It was found that
investor with low level of financial literacy
usually shows least preference towards
different investment avenues. A significant
rising trend shows that advanced financial
literate individuals preference to invest more
in portfolios is rising than basic financial
literate individuals. Basic financial literate
individuals shows a negative behavior
regarding forex market because of least
information available to them but advanced
financial literate individuals shows a rising
trend to invest in forex market. Only 45
percent of individuals (basic financial literate)
invest in forex market while as 95 percent of
advanced financial literate individuals invest
in forex market. Its quite clear from the table
1 that out of 200 individuals only 112 (56
percent) individuals with basic financial
literacy were able to invest in shares while
as 145 (72.5 percent) individuals with
advanced financial literacy were more
interested to invest in shares. Individuals (69
percent) falling in the category of basic
financial literacy were more inclined to invest
in bank deposits than the individuals (67.5
percent) falling in advanced financial literacy
category.

percent and 70 percent of individuals with
advanced financial literacy were interested
to invest in national saving certificates. The
reason behind least interest of basic financial
literate individuals to invest in national saving
certificates is that many individuals dont
know the importance of national saving
certificates.

The reason behind less participation of
advanced financial literate individuals
toward bank deposits is that they dont
prefer to keep the money in banks rather
they invests in more lucrative portfolios.
Inversely the reason behind more
participation of basic financial literate
individuals towards bank deposits is because
of the financial inclusion. Individuals with
basic financial literacy were mostly inclined
to invest in life insurance schemes to about
87.5 percent. In contrast to advanced
financial literacy where out of 200 individuals
only 95 percent of individuals were interested
to invest in insurance schemes. The
percentage of individuals with basic financial
literacy were least interested to invest in
national saving certificates i.e. only 47.5

They were found lacking financial literacy
particularly advanced financial literacy
concepts. The individuals with more
advanced financial literacy were more
inclined to invest in different investment
portfolios. In contrast to advanced financial
literacy basic financial literate individuals
were least interested to invest in complex
investment portfolios. So its suggested that
focus must be given to financial literacy
among and across all domains of society. Inorder to ensure financial wellbeing and
judicious financial decision making among all
the individuals financial literacy must be
addressed and enhanced through various
schemes, workshops, seminars and
telecommunication. In- order to promote
financial literacy a compulsory subject of

CONCLUSION
Financial literacy has caught the attention of
policy makers around the world. Due to
liberalization, privatization and globalization
financial markets, products and services are
much difficult to understand. Financial
literacy is of utmost necessity in the present
era. Financial literacy teaches lessons to all
individuals ranging from student to
employee to business and from men to
women. It trains and motivates an individual
to manage money more tactfully and enables
an individual to navigate the financial world.
To choose a right portfolio for investment and
to channel our hard earned money in the
lucrative portfolios financial literacy plays a
significant role. The results of this study
found that the overall financial literacy is
lacking among the investors of Indore
district.
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financial concepts must be introduced at
elementary, high and higher secondary level
among different streams with topics on basic
financial concepts.
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IMPACT OF RELATIONSHIP MARKETING TACTICS ON CUSTOMER
LOYALTY IN MOBILE TELEPHONY
Swaranjeet Arora*, Shakuntla Jain**, Deepa Dawar**, Khushboo Makwana***
Every business and profit earning firm all over the world wishes to make their consumer loyal. There
are various factors accountable for customer loyalty but the well-known are service quality, price
perception, brand image and value offered. To attract a new customer is more expensive then to retain
an existing customer. Loyalty initiates a series of economic effects, and net return on investments, for
companies it could be higher for retention strategies than strategies to attract new customers. This
research study aims to identify the impact of relationship marketing tactics viz. service quality, price
perception, brand image and value offered on customer loyalty. Sample size of 120 was taken and
analysis was conducted with the help of SPSS 19. The study revealed that service quality was the
most important aspect for customer loyalty and brand image emerged as the second important aspect
of customer loyalty followed by value offered and price perception.
Keywords: Relationship Marketing Tactics, Customer Loyalty, Service Quality, Price Perception,
Brand Image, Value Offered.

INTRODUCTION
Over the world telecommunication has been
known as an essential tool for socio economic development of a nation. It has
become centre infrastructure which is
requisite for prompt growth and
modernisation of different sectors of the
economy. In terms of subscribers and
revenues there has been a phenomenal
growth of the telecom sector over the last
few decades in India. In the era of
globalisation, long-term success is no longer
achieved through finest product price and
qualities instead of companies make their
success on a long-term customer relationship.
Customer awareness has improved by
conditions like competition, diffusion of
markets and development of information
technology resulting growing attention in
customer loyalty. According to prior studies,
it can cost six times more to win a new
customer than it does to keep an existing one
(Rosenberg and Czepiel, 1984). Hence it can
be said that in marketing the emphasis has

shifted from winning new customers to the
retention of existing ones. The various
relationship marketing tactics including
service quality, price perception, brand image
and value offered are the major contributors
in assessing the customer loyalty.
Relationship marketing focusess on making
customer loyal by providing value to all the
parties involved in the exchanges (Peng and
Wang, 2006). Relationship marketing focuses
on long-term customer allegiance rather than
short-term objectives like customer
acquisition and individual sales. Relationship
marketing began to dominate the marketing
field during the last decade of the twentieth
century (Egan, 2001). In both academy and
practice areas relationship marketing has
received much attention in the last few
decades. Relationship marketing tactics are
the base of relationship marketing. In todays
business world, these tactics are widely
applied. There are many relationship tactics
that may have likely to persuade relationship
quality and retaining customers, but on the
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basis of preceding studies, four ways of
executing relationship marketing tactics such
as service quality, price perception, brand
image and value offered are focused in this
study.
The characteristic possessed by any good or
service perceived to make it useful is known
as quality. As services are intangible,
perishable produced and consumed
concurrently they differ from the quality of
goods (Zeithaml and Bitner, 2000). So, for the
mobile telecommunication service providers
it is a key problem to give quality service
every time as change in market structure and
competing characteristics have been
surfacing incessantly. In a competitive
market, the service providers should meet
the consumers wants and expectations in
price as well as service quality (Melody, 2001).
Many consumer researches documented
that price has greater impact on consumer
perceptions of a product (Janakiraman et. al.,
2006; Vanhuele et. al., 2006). For the mobile
telecommunication service providers in
telecommunication market price plays an
important role (Kollmann, 2000). According
to Keller (1993) a particular frame of reference
by which the consumer is associating a
particular brand is called as brand image. A
good image enhances the value of the brand
in the eyes of the consumer by increasing its
likeability or desirability and differentiating
it from other competing brands (Hsieh et. al.,
2004).
Brand image is measured in terms of benefits
a brand is offering or some attributes the
brand is having or the usage of the brand. It
is an important factor which contributes for
a companys brand equity and plays a vital
role in creation of customer loyalty. Although
according to Khan and Noor (2012) its not
necessary that brand image is the only factor
of customer retentions. Service firms provide
superior value through enhanced offers
which improves customer satisfaction by
increasing the customers perceived benefits
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and reducing the sacrifice so that customer
retention is improved (Ravald and Gronroos,
1996). Customers will judge the value of
consumption after contrasting benefits
gained from products and services with their
costs (Zeithaml, 1988).
According to Deng et al. (2010) customer
loyalty refers to loyalty by customers to make
regular acquires of a preferred brands or
services. According to Khan (2012) customer
loyalty is the willingness of a end user to
repurchase the same product and keep the
same commercial relationship with a
particular company. It is the key factor for
each and every firm (Vesel and Zabkar, 2009).
Customer loyalty is the final goal of
relationship marketing. It has essential and
important competitive advantage in current
market situations (Lin and Wang, 2006).
Hence, this paper is an attempt to compare
customer loyalty of pre-paid subscribers of
three major private telecom players active
in Indore market i.e. Bharti airtel, Reliance
communications and Idea cellular and also
to identify the impact of relationship
marketing tactics viz. service quality, price
perception, brand image and value offered
on customer loyalty.
REVIEW OF LITERATURE
Previous researches have classified customer
loyalty into two parts that is consumer
behaviour and consumer attitude (Guill¨¦n
et. al., 2011). The sale record of a company
depicts profit if their consumers are loyal to
them. So for maximization of sale, customer
loyalty is important. And it is essential for
customer loyalty to make noteworthy or
unique features in the product which can
contribute for loyalty in consumers (Gerpott
et. al., 2001).
Kim and Yoon (2004) states that customer
loyalty is the key aspect which decide the
sale of a company because continuous use
and time to time suggestion can enhance the
sales of product and all this possible if the
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existence customers are loyal towards
company products. Due to extreme
competition in the market, businesses have
improved efforts to implement the customer
retention strategy to maximise the gain value
of customers (Boshoff and du Plessis, 2009).
Through build up customer loyalty,
businesses are able to retain customers and
as a result profits increase (Lee, 2010).
Hong and Cho (2011) assert that customer
loyalty
specifies
the
consumers
psychological fondness to the product as
well as attitudinal support towards the
business. Marketers realized that only
through a quality product you could not be
assured to uphold competitive advantage
rather service quality has become a distinct
and key aspect of the product and service
offering (Wal et. al., 2002). As a result, service
quality can be used as a unique feature which
is related to customers satisfaction and also
leads to consumer loyalty (Johnson and
Sirikit, 2002). Since, quality replicates the
customers prospects about a product or
service, it is essential to create and maintain
loyal and profitable customer by providing
quality services for a telecommunication
service provider company (Zeithaml, 2000;
Leisen and Vance, 2001).
Crosby et. al. (2003) examined how
discernment of quality are created and
maintained in the minds of consumers.
However, Omotayo and Joachim (2008)
found that if retention is not administered,
customer s loyalty may be lost.
Leisen and Vance (2001) concluded that to
create the required competitive advantage
service quality can be used as an effective
differentiating factor. According to Kollmann
(2000), success of the telecommunication
sector in a market place largely depends on
regular usage and pricing policies, which
need to be measured on several levels.
Munnukka (2008) shows that there is a
significant and optimistic relationship that
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exists between customers price perceptions
and their purchase intentions, and the
formation of price perceptions is significantly
influenced by satisfaction with pricing and
services. Customers in telecommunication
industry have preconceived knowledge
about the price and value of telecommunications services.
It was found that mobile service users vary
in price sensitivity levels; customers with
moderate usage of mobile services are least
price sensitive, while intensive and low-end
users are most sensitive to price changes
(Munnukka, 2005). Image of brand is one of
the key factors that affect customer loyalty.
Customer may use his preferences to present
his own image. That may occur both in
conscious and subconscious level. Kim et al.
(2001) have found the relation between
brand image and loyalty. They get positive
support to hypothesis that the attractiveness
of the brand image indirectly affects brand
loyalty. Aaker (1999) has shown how
consumers prefer brands which are
congruent with the personality traits that
constitute their self-representations. Tidwell
and Horgan (1993) have showed that people
use products to enhance self-image.
According to Ashforth and Mael (1989), social
identity theory, people tend to classify
themselves into different social categories.
This leads to evaluation of objectives and
values in various groups and organisations
in comparison with the customer s own
values and objectives. They prefer partners
who share similar objectives and values.
Customer feels safe, reliable, and secure as
their expectations are satisfied, which all
together increase trust and then add to
customers loyalty. Increasing the customer
benefits means adding something to the core
product that the customer recognizes as
important, valuable and of unique quality. In
telecommunication sector, in order to gain
customer satisfaction and trust operators
must offer something valuable to customers
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in service interaction process, such as reward
refund activities and promotional offers,
which are expected to increase customer
loyalty.
According to Arora et. al. (2016) service
quality, brand image and value offered were
the most important aspects or the most
influencing aspects in customer satisfaction.
The value offered can influence the level of
satisfaction that consumer derive from the
consumption of a product. Previous
empirical studies examine the behavioural
outcomes of customers loyalty  particularly
in the developed parts of the world.
Literature explored showed substantive role
of relationship marketing with customer
loyalty, therefore, this study also focused on
relationship marketing tactics and its effects
on customer loyalty in the telecom sector.
Many empirical studies have provided
evidences that relationship marketing tactics
have impact on customer loyalty which
affects customer retention (Peng and Wang,
2006). Therefore, building good relationship
with customers is the most significant issue
for loyal customers.
OBJECTIVES
To study the impact of relationship marketing
tactics vis-a-vis the contribution of service
quality, price perception, brand image and
value offered on customer loyalty.
HYPOTHESIS
H01: There is positive relationship among
customer loyalty, service quality, price
perception, brand image and value offered.
METHODOLOGY
The Study: The present investigation is based
on exploratory research inquiry and
examines the customer relationship
marketing tactics on customer loyalty in
Indore region. The study was based on
primary data that is collected through the
use of a questionnaire.
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The Sample: The data was collected from 120
Mobile users availing prepaid services in age
group of 18-30 years at Indore (MP) region.
40 respondents were chosen from each
mobile service provider viz Idea cellular,
Bharti airtel and Reliance communication.
The respondents were selected through non
probability convenient sampling method.
Tools for Data Collection: As this research
has a quantitative base so questionnaire used
in this research is close ended questionnaire.
The research instrument comprises of
number of statements under one macro
statement (variable). It includes customer
satisfaction as the dependent variable, and
service quality, price perception, brand image
and value offered as the independent or
explanatory variables. The questionnaire
consists of 24 close-ended questions based on
an interval scale. Respondents were asked
to indicate their degree of agreement with
each of the questions on a five-point Likert
scale. For primary data collection, questions
pertaining to service quality were referred
from Peng and Wang (2006); Gr?nroos (2000)
Parasuraman et al.(1988); questions
pertaining to price perception were referred
from Cheng et al. (2008); Peng and Wang
(2006), questions pertaining to brand image
were referred from Aydin and ?zer (2005);
Gr?nroos (2000); Ravald and Gr?nroos (1996),
questions pertaining to value offered were
referred from Peng and Wang (2006);
Zeithaml (1988), questions pertaining to
customer loyalty were referred from Aydin
and ?zer, (2005); Wulf et al. (2001); Morgan
and Hunt (1994). Questionnaire adopted in
this study consisted of 24 questions; item total
correlation was used in order to check the
normality of the sample.
Tools for Data Analysis: Correlation analysis
and regression analysis was run to test the
conceptual model. The data were analyzed
using window based Statistical package of
the Social Science (SPSS).
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Variables

RESULTS AND DISCUSSION

The present investigation is a quantitative
research to understand the effect of
customer loyalty on service quality, price
perception, brand image and value offered
by customers using services of Idea cellular,
Bharti airtel and Reliance communication.
The closed ended questionnaire is used to
collect primary data and to study the effect
of customer loyalty by relationship marketing
tactics used by these companies.

The sample size was 120 and for the current
study item with correlation value less than
0.1948 should be dropped. All the items in
the study had correlation values more than
0.1948 thus no item was dropped from the
questionnaire. Reliability of the measures was
assessed with the use of Cronbachs alpha
on all the 24 items. Cronbachs alpha allows
us to measure the reliability of different
variables. It consists of estimates of how
much variation in scores of different
variables is attributable to chance or random
errors (Selltiz et. al., 1976). As a general rule,
a coefficient greater than or equal to 0.7 is
considered acceptable and a good indication
of construct reliability (Nunnally, 1978). The
overall Cronbachs alpha for the five aspects
is (0.930). Cronbachs alpha for the individual
aspects are; service quality (0.809), price
perception (0.692), brand image (0.781), value
offered (0.718), customer loyalty (0.886).
Hence, it was found reliable for further
analysis (Refer Table 1).

Dependent Variable: The dependent variable
under this study is customer loyalty.
Independent or Explanatory Variables: The
explanatory variables include four important
aspects of customer loyalty. These variables
include understanding service quality, price
perception, brand image and value offered.
Conceptual Model
This paper examines the relationship
between customer loyalty and four
independent variables namely service
quality, price perception, brand image and
value offered. The function of relationship
marketing tactics is as follows:
CL
=
Where:
CL
=
SQ
=
PP
=
BI
=
VO =

f (SQ, PP, BI, VO)
Customer Loyalty;
Service Quality;
Price Perception;
Brand Image;
Value Offered;

This model is adopted to test the hypothesis
of the study. The model is checked by
Multiple Regression Method. Another tool
used to determine whether a linear
relationship exists between the variables is
Pearsons Correlation, (r). Further, the data
were analyzed using window based
Statistical Package of the Social Science
(SPSS).

Next, the regression model was applied to
estimate the relationship between customer
loyalty and the four explanatory variables as
follows:
CL = f (SQ, PP, BI, VO)
Pearson correlation was used to analyze
correlations among the explanatory variables,
namely service quality, price perception,
brand image and value offered. Table 2
reveals the correlation coefficients between
all the variables. This table of bi-correlations
is useful to detect any potential case of
multicollinearity. The rule of thumb test
suggested by Anderson et al. (1990) states
that any correlation coefficient exceeding
(0.7) indicates a potential problem. An
examination of the results of correlations
presented in Table 2 suggests that there is no
problem of multicollinearity among all
explanatory variables.
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Table 3 depicts the regression results. Table 3
reveals that R square was 0.606. This
indicates that the four explanatory variables
explain 60 percent of the variations in
customer loyalty. Table 4 shows the results
of multiple-regression model which depicts
that the estimated coefficients of SQ, BI are
significant (F= 44.242, p< 0.01) and show a
positive impact on customer loyalty and PP
and VO are insignificant.
In Table 4 service quality was found to be
the most important aspect for customer
loyalty since the beta value (regression
coefficients) was found to be 0.257. Brand
image emerged as the second most
important aspect of customer satisfaction
with beta value of 0.246, followed by value
offered and price perception aspect with
beta value of 0.196, 0.138. The strength and
direction of the beta coefficients (regression
coefficients) suggest that service quality,
brand image, value offered and price
perception of a mobile service provider
positively affect customer loyalty means H01
was accepted.
Customer loyalty is very important because
that would create sense of belongingness,
emotional binding among customers.
According to Deng et al., (2010) customer
loyalty refers to commitment by customers
to make consistent repeat purchases of a
preferred brands or services. The main
motive of this study was to identify that how
variable like customer services, price
perception, brand image and value offered
added value toward creating loyal customers
or otherwise. Consumer research indicates
that service quality, competitive prices and
value offered to customer will ultimately
lead to a loyal customer base (Khokhar et.
al., 2011). According to Arora et. al., (2016)
service quality and value offered are the key
parameters that are expected by customers.
Thus it can be concluded that service
providers should pay due attention to
provide customers with good service quality
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that encompasses all the above mentioned
areas to enhance customer loyalty.
CONCLUSION
Customer loyalty is extremely essential as
loyal customer would add value to the brand
and spread a positive review and help in
making good reputation of brand. This study
was conducted to examine the impact of
relationship marketing tactics viz. service
quality, price perception, value offered and
brand image on customer loyalty in Indian
mobile telecommunication industry. The
results of the regression analysis show that
all of the factors viz. service quality, price
perception, value offered and brand image
have positive effects on customer loyalty.
Service quality was found to be the most
important aspect for customer loyalty and
brand image emerged as the second most
important aspect of customer loyalty
followed by value offered and price
perception. Hence, Indian telecom sector
need to give more attention to aspects of
customer relationship marketing tactics. The
results explored in the study provide key
information inputs regarding customers
preference and by using them, prepaid
mobile service providers may be able to
differentiate themselves from competitors
on the true underlying determinants of
consumers selection and can gain a
sustainable competitive advantage. These
players can attract new customers and build
effective long-term relationships with them
based on the findings of the study.
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INDIAN COSMETIC INDUSTRY: AN ANALYTICAL STUDY WITH
CONSUMER PERSPECTIVE
R. K. Ghai*
The Indian cosmetics market has seen major changes in terms of user perception and product
availability over the past few years. There have been market shifts during this period and the past few
years have seen the market take further momentum. According to figures given by the Confederation
of Indian Industries (CII), the total Indian beauty and cosmetic market size currently stands at US$950
million and showing growth between 1520 percent per annum. The increasing market size is the
direct result of the changing socioeconomic status of the Indian consumers, especially women. Higher
paying jobs and increasing awareness of the western world and beauty trends there have served to
change the tastes and customs of the middle class and higher strata of the society, with the result that
a woman from such social strata now is more conscious of her appearance and is willing to spend
extra cash on enhancing it further. Today increasing numbers of women, especially from the middleclass population, have more disposable income leading to a change in cosmetic and skin care product
consumption. The objectives of this research study are to present an overview of cosmetic industry
and to examine consumer behaviour towards cosmetic products. Research study has been carried out
in Raipur, the capital city of Chhattisgarh (July-October 2017). As this study is limited to Raipur
city, interpretations cannot be generalized in a broader sense.
Keywords : Indian Cosmetic Industry, Consumer Perspective, Perception, Cosmetics.

INTRODUCTION
Cosmetics are substances used to enhance
the beauty of the human body. It implies
psychologically that you are compensating
for something you do not have. Presently,
the governing legislation in case of cosmetics
in India is the Drugs and Cosmetics Act, 1940
which defines a cosmetic as ?any article
intended to be rubbed, poured, sprinkled or
sprayed on, or introduced into, or otherwise
applied to, human body or any part thereof
for cleansing, beautifying, promoting
attractiveness, or altering the appearance,
and includes any article intended for use as
a component of cosmetic. The Indian
cosmetic industry has witnessed rapid
growth over the last decade. In that time the
range of cosmetic and beauty products in
India has widened tremendously. Indian
competitors have begun to manufacture
products to cater to an international need.
Herbal cosmetics from India have a great
* Director, DIMAT, Raipur (CG)

demand in the overseas market and many
cosmetic products that are manufactured in
India today are supplied to international
suppliers of branded cosmetic products.
New facts that have been revealed is that the
industry of cosmetic products in India is
growing at an average rate of almost twenty
percent annually; this increase is attributed
to two main factors. The first being the
increase for the demand in Indian costeffective products and the second being the
increased purchasing power of the average
Indian. There are also many reasons for the
increased demand for cosmetic products in
particular. With the introduction of satellite
television and a wide array of television
channels as well as the internet, the average
Indian consumer is constantly bombarded
with advertisements and information on new
cosmetic products which often translates
into the desire to purchase them. A boom in
the Indian fashion industry has been linked
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to the increased awareness of Indian people
about their appearances and consequently
contributed to an increase in the demand for
cosmetic products. Consumer behavior
encompasses a vast area including
consumption pattern, consumer preferences,
consumer motivation and consumer buying
process and shopping behavior. The purchase
decision is influenced by various factors such
as social, cultural, demographic, personal,
economic etc. So for effective marketing, the
marketer must know the basis of decisions
taken by customers.
According to dictionary published on
websites, the word, cosmetic is a noun and
includes powder, lotion, lipstick, rouge or
other preparation for beautifying the face,
skin, hair, nails etc. The second meaning in
noun category is cosmetics: superficial
measures to make something appear better,
more attractive or more impressive. When
used as an adjective, it refers to as the
serving to beautify; imparting or improving
beauty, especially of the face; Second
adjective meaning of cosmetics means used
or done superficially to make something look
better, more attractive of more impressive.
The word Cosmetics is known to human
race since ages. According to the U.S. Food
and Drug Administration cosmetics are
referred by their intended use, as articles
intended to be rubbed, poured, sprinkled, or
sprayed on, introduced into, or otherwise
applied to the human body for cleansing,
beautifying, promoting attractiveness, or
altering the appearance. Among the
products included in this definition are skin
moisturizers, perfumes, lipsticks, fingernail
polishes, eye and facial makeup
preparations, shampoos, permanent waves,
hair colors, toothpastes, and deodorants, as
well as any material intended for use as a
component of a cosmetic product.
Manufacturing, distribution and sale of
cosmetic products in India are regulated by
the provisions under Drug and Cosmetics
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Act, 1940 Cosmetics were brought within the
purview of Drug Act and the name of the
act was changed to Drug and Cosmetic Act,
1940. However implementation came into
effect in the mid 1960, when the rules
relating to import and manufacturing of
cosmetics were formed by the government
of India in 1964. Then rules have been
amended from time to time to achieve the
intended purpose under the Act. Earlier, soap
was excluded, but since 1982, toilet soaps
have been covered under the definition of
cosmetics. Standard for finished cosmetics
were not prescribed under rules for long
time.
In early 80's the standards formed by Indian
Standards Institution (ISI) now known as
Bureau of Indian Standard (BIS) were
adapted standards and more cosmetics were
adopted under it. Now, as many as 20
cosmetics have been placed under the
schedule of cosmetics and are required
complying with the prescribed standards.
These are Skin powders, Skin powders for
infants, Tooth powders, Tooth paste, Skin
creams, Hair oils, Shampoos, Soap based
shampoos, Synthetic detergent-based hair
creams, Oxidation hair dye liquids, Cologne,
After shave lotion, Nail polish, Pomades and
Brilliantines, Chemical depilatories, Shaving
creams, Cosmetic pencils, Lipsticks, Toilet
soaps, Transparent toilet soaps, Shaving
soaps, Liquid toilet soaps, Baby toilet soaps,
Liquid powder hair dye, Liquid blanch,
Kokum powder, Henna powder.
Technically, there is no differentiation
between female and male cosmetics
products. It is only a marketing gimmick
done by the marketers who have developed
a different segment for their existing
products. Moreover, the law does not
distinguish between cosmetics intended for
use by women and those intended for use
by men. Indeed, many cosmetics, such as
shower gels and shampoos are used by
women and men, as well as children. All are
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subject to the same requirements to be safe
for consumers under labeled or customary
conditions of use and to be properly labeled.
REVIEW OF LITERATURE
A Study conducted by Abdhullah and
Nasreen (2012) inspected that purpose of
using a skin care product is not affected by
age group, the place of buying skin care
product has no significance with the income
of a person and cosmetic consumers income
does not play any role while choosing a
brand.
A research by Haidarzadeh and Andervazh
(2012) resulted that there is positive and
significant relationship between factors of
brand loyalty (brand name, product quality,
price, design, promotion, and service quality
and store environment) with cosmetics
purchase intention.
A study done by Topoyan and Bulut (2008)
states in their research paper that consumers
expect more sophisticated packages from
known brands. Consumers are willing to pay
more on better packages and better
packaging designs positively influence
customer satisfaction. Paper by Lauren (2008)
focuses on promotional strategies on product
promises which influences buying behaviour
with special reference to Doves campaign
in the United States. Researcher argues that
the message of Doves Campaign for Real
Beauty is not only contradicted by its
product-line, but that Dove exploits womens
desire for such an inclusive message. The
appeal of the campaign works to create a
deep brand loyalty that covers up its own
inherent flaw: that Dove itself upholds the
beauty myths and expectations it claims to
aim to reverse, expectations that are both
consuming and consumed.
According to research paper of Nair and Pillai
(2007) male consumers generally prefer to
purchase and make the brand selection of
cosmetics individually. Quality is the major
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factor influencing the purchase decision of
male consumers. They tend to buy cosmetic
items from a single shop of their
convenience. It is also observed that male
consumers buy all their cosmetic items from
one shop. Male consumers tend to spend
more on cosmetics i.e. Rs. 301- 500 per month
when compared to females and that is
mainly due to the demand for mens hair
care, deodorants, razors and blades.
Current Scenario
With disposable incomes increasing in India,
the country is poised to become a
manufacturing hub for global cosmetics
luxury brands over the next few years. The
report referred to the Core Strengths in
Indias manufacturing sector, and said
manufacturing of luxury items could become
a $500-million industry in the present period.
Global brands like Louis Vuitton and Frette
are already looking at India as a
manufacturing base for their products, while
others are sourcing their requirements from
India, the report said. Moreover, the study
said, cost advantages, particularly in labourintensive sectors like leather and accessories
would goad manufacturing of foreign brands
in the country. The study suggested that in
order to promote the luxury cosmetics
market, three initiatives were required organizing the sector, promoting
standardization and branding organization,
and partnerships with international fashion
and luxury associations.
Corporatization of the luxury cosmetics
sector will bring along with it concepts of
organized and innovative marketing, leading
to large investments, employments and
generating additional revenue streams.
Top leading companies are Lakme, Colgate
Palmolive India Ltd., a subsidiary of Colgate
Palmolive Company, USA, Emami Limited,
Revlon, Oriflamme Cosmetics, LOreal
Group, and Avon Products. London range
of cosmetics, According to a source at LOreal
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India, women in the age group of 30 and
above are getting very selective about the
type of products they choose. These women
also are more open to buying higher-priced
products. Men are emerging as big buyers
of cosmetics and skin care here. But now
players such as Kryolan and MAC have direct
presence in Indian Market with focusing on
Brand Positioning through pricing of the
product and the nature of product usage.
Products falling under the price range of Rs
45 to Rs 200 are in the mass market category.
The middle market price can range from Rs
200 up to Rs 800. In the high-end market,
pricing can range from Rs 800 to about Rs
5000. Finally there is the premium range of
products where the pricing can touch up to
Rs 35,000.
Today, it is important for big brands to define
different brand positioning to retain the right
market share. Brands such as Lakme and
Color Bar are being pushed as mass market
products and focus on younger women with
lower buying power. Revlon, Chambor,
Diana of London that make the mid-range
while Clarins, MAC and Lancôme make the
high end. La Prairie touches the premium
end of the market. Besides LOreal, Unilever,
through its Indian arm Hindustan Lever,
Procter & Gamble, and most premium and
high-end brands prefer to come to the
country through distributors. India presents
a big opportunity for global cosmetic
vendors selling color cosmetics and
specialized skin care products in the market.
Today, these product segments are showing
impressive growth rates.
In skin care, the most popular are antiwrinkle, anti-blemish and skin-whitening
products. Other specialized products need
more customer awareness. The range of
products sold at men and boys includes face
washes, cleansers and scrubs, facial clay, lava
and mineral mud masks, purifying and
energizing masks, facial moisturizers,
exfoliation scrubs, detoxifying exfoliating
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masks, anti-breakout gels, pore-reducing
serums, pre-shave oils and guards, hot towel
pre shave treatment, electric pre-shave
optimizers, shaving creams, foams and
lathers, aftershave creams, soothers and
moisturizers and after-shave balm, among
others. Worldwide cosmetics market top ten
includes United States, Japan, Brazil, China,
Germany, France, United Kingdom, Italy,
Russia and Spain. The cosmetic industry
worldwide seems to be continuously
developing. Many famous companies sell
their cosmetic products online also in
countries in which they do not have
representatives.
Significance of Cosmetics in Humans Life
Appearance plays a significant role in making
the first impression. Cosmetics help to make
a woman and man feel more confident and
assured about their image. Cosmetics are
substances that are used to improve
appearance. An array of cosmetics is used by
people all around the world. These include
skincare creams, powders, lotions, nail
polishes, lipsticks, colored contact lenses, eye
and facial makeup, hair colors, deodorants,
hair sprays and gels, bath soaps, bath salts,
bath oils, baby products and many more. This
wide variety is generally divided into two
types: decorative cosmetics and care
cosmetics. Today, certified organic cosmetic
products are very popular. They are made
up of organic and natural ingredients. Many
cosmetics contain vitamins such as A, D, E
and K. These vitamins are essential for
healthy skin and hair. There are also varieties
of shampoos and conditioners available,
which keep the hair clean, soft and healthy.
The wide range of hair colors available today
also helps to modify and highlight the hair
in color and shade of ones choice. Cosmetics
can bring about a huge change in personality.
OBJECTIVE
To analyse Indian cosmetic industry with
consumer perspective.
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METHODOLOGY
The Study: The study is empirical in nature
and aims to analyse Indian cosmetic industry
with consumer perspective.
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purchase decision due to demographic
factors.
H03: There is no significant difference in sales
of brands due to brand endorsement.

The Sample: The questionnaire was
distributed amongst 1082 respondents out of
which 1000 questionnaires were taken into
account (Table 1).

H03a: There is significant difference in sales
of brands due to brand endorsement.

Tools for Data Collection: The data for
present study have been collected from both
primary and secondary sources. Primary
data have been collected by using a wellstructured questionnaire consisting of
multiple option questions. The secondary
data and concerned information have been
collected from the various reports,
magazines, journals, news-papers, editorials,
periodicals and websites. The questionnaire
was designed to focus on awareness,
Preference of cosmetic products, type of
sources of information, brand loyalty, brand
endorsement, factors affecting purchase
decision making and demographical factors.
The Likert scale with five options- strongly
disagree, disagree, neutral, agree and
strongly agree was used as the survey
instrument in the questionnaire.

The study considered Skin Protection,
Confidence; Enhance the Beauty/ Smartness,
Impression and Imitate as independent
variables and awareness about the use of
cosmetic product as a dependent variable.
The following hypotheses were tested.

Tools for Data Analysis: The linear
regression was used to test the research
hypotheses. The significance of the
coefficients and t-values were examined in
order to accept or reject the hypotheses.
HYPOTHESES:
H01: There is no significant awareness about
the product and brands amongst consumers.
H01a: There is significant awareness about
cosmetic products and brands amongst
consumers.
H02: There is no significant difference on
purchase decision due to demographic
factors.
H 02a: There is significant difference on

RESULTS AND FINDINGS

H01: There is no significant awareness about
the product and brands amongst consumers.
H01a: There is significant awareness about
cosmetic products and brands amongst
consumers.
Calculated value of t was found to be 0.38
(p>0.01) which is less than the table value at
5 percent level of significance (Table 2). Thus,
we reject the alternative hypothesis and
accept the null that there is no significant
awareness about cosmetic product and
brands amongst consumers.
H02: There is no significant difference on
purchase decision due to demographic
factors.
H 02a : There is significant difference on
purchase decision due to demographic
factors.
Table 3 depicts the regression estimation for
demographic factors affect on purchase
decision of cosmetic products. The study
considered age, education, income, marital
status and other family members as
independent variables and level of interest
to purchase as a dependent variable. The
statement is statistically significant because
calculated value of t is greater than the table
value (t-value =25.484, p < 0.01). Thus, we
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reject the null hypothesis and accept the
alternative one i.e. demographic factors
significantly differ the purchase decision
(Table 3). Among the independent variables,
age (.61) has a major impact on purchase
decision of a cosmetic product, followed by
income (.58), education (.52) marital status
(.44) respectively.
Ha3: Brand endorsement helps in increasing
the sales of brands remarkably.
H03: Brand endorsement helps in increasing
the sales of brands marginally.
The following table presents the regression
estimation for brand endorsement assistance
in sales. The study considered brand
ambassador, past record, advertisement and
high promises of endorsement as
independent variables. Brand endorsement
makes more sales as a dependent variable
was found statistically significant as the
calculated value of t was greater than the
table value (t-value = 3.216, p < 0.01) (Table
4). Thus, we reject the null hypothesis and
accept the alternative one i.e. brand
endorsement significantly affect the sales of
brands remarkably. Among the independent
variables, brand ambassador (.63) has a major
impact on enhancement of sales of brands
and followed by past record (.27),
advertisement (0.18) and high promise of
endorsement (0.13) respectively.
Largest number of respondents has been
found between the age of 41-50 and shown
greater interest for using cosmetic products.
Males showed their much interest in
cosmetic products as well that ensues todays
male segment has become more caring and
conscious about presentable and pleasing
personality. The study also revealed that
married respondents have shown greater
interest and larger families have shown more
interest.
Mostly respondents were undergraduate. It
has been found that most of the respondents
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using cosmetic products to enhance their
appearance but the proper awareness about
the cosmetic products is inadequate. Further,
it has been analyzed in the study that
respondents are using the products which is
recommended by the beautician, friends
and colleagues. The study has also revealed
that the use of cosmetic products increase
the level of confidence of users. Brand
ambassadors influence the purchase decision
of buyers/consumers.
SUGGESTIONS
It is suggested that companies should make
more herbal products, to protect the user,
from the side effects of chemicals.
Companies should stick to the appeal which
is endorsed by their ambassadors. Ethical
advertisement is expected from the cosmetic
manufacturers, to protect the consumers
from false promises. New and innovative
products create new market and new
segments for the company, for that research
and development program should be more
focused and intensive. It is strongly
suggested that all products should be
available in all the sizes to reach in all
consumer segment. Companies are required
to use eco friendly packaging material to
protect environment.
CONCLUSION
Largely, demographic factors are affecting
the purchase decision. There is need to
increase awareness and educate the masses
about products and brands of cosmetics
through aggressive marketing. Brand
endorsement plays a pivotal role in
enhancing sales of products. Indian
cosmetics industry is expected to witness
impressive growth rate in the near future
owing to rising beauty concern of both men
and women. Today, the industry holds
promising growth prospects for both existing
and new players. The baseline is that there
has been a rise in variety of products offered
by the industry players in the country. The
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companies have started going for rural
expansion and are offering specialized
products to generate revenues from all the
corners of the country. Improvement and
strengthening of the Indian economy in the
coming years will also pave the way for the
Indian cosmetics market over the forecast
period and develop the cosmetic industry.
The Indian cosmetic market that traditionally
a stronghold of a few major Indian players
like Lakme and Ponds have seen a lot of
foreign entrants to the market within the last
decade. India is a very price sensitive market
and the cosmetics and personal care product
companies, especially the new entrants have
had to work out new innovative strategies
to suit Indian preferences and budgets to
establish a hold on the market and establish
a niche market for them. The current size of
the Indian cosmetic industry is approx US$
600 million. Rate of 20 percent per annum
across different segments of the cosmetic
industry reflecting with an increasing
demand for all kinds of beauty and personal
care products. Growth in the Indian cosmetic
industry has come mainly from the low and
medium priced categories that account for
90 percent of the cosmetics market in terms
of volume. The sector has mainly been driven
by improving purchasing power and rising
fashion consciousness of the Indian
population. The cosmetic industry
worldwide continues to grow. Many
companies in beauty care industry are
coming up seeking opportunities arising out
of the changing environment specificallysocio -cultural
and
demographic
environment, bringing innovative products
aimed at merging niche markets and
venturing at largely untapped markets.
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INNOVATIVE BENCHMARKING PRACTICES IN BANKING SECTOR: A
SEM TECHNIQUE
Sunita Jatav*
In an era of current business and rapid technology change, virtually no company can ignore the
imperative to innovate. Innovation and Benchmarking is sketched from Total Quality Management
in all sectors. Continuous Innovation is now basic need of benchmarking to retain overall customers
at local, national as well as global level. Behavior of customer is always an interesting theme for
marketers. With the unvarying increase of market, banking sector is one of the fastest growing sectors
in India. This study examines the contentment level of consumer on major national banks, private
banks and foreign bank in India and services provided by them. As per ACSI (American Customer
Satisfaction Index) and ICSI (Indian Customer Satisfaction Index) six parameters are must for
innovation of Benchmarking in banking sectors: Customer Expectation, Perceived Quality, Perceived
Value, Customer Complaints, Customer Loyalty and Customer Satisfaction. 10 banks have been
covered in India with 540 customers taken in research for analyzing. The study also helps to understand
that the bank is able to perform on benchmarking Standard or not. Exploratory Factor Analysis and
Multiple Regression Analysis has been used for analysis. The study also analyzes the relationship
between deliverance of services and actual customer expectation with the help of Exploratory Factor
Analysis with Structural Equation Modeling. This study offers important insights to banks in
redefining their corporate image to one that is customer-focused and driven by service quality followed
by benchmarking. The findings of the study also suggest after evaluation of intrinsic and extrinsic
cues of consumers from cross sections differ in evaluating a banks performance and expectation of
the end users. The results of SEM highlighted the primacy areas of service apparatus. Scores show
that there is ample extent for improvement in all the aspects related to service quality.
Keywords - Benchmarking, Consumer Behavior, Banking Sector, Service, Structural Equation
Modeling (SEM).

INTRODUCTION
Services have been defined in many ways
but with no general agreement as to what
really constitutes services. After intense
analysis it was evaluated that service or
product end user and are becoming more
and more selective, there is a noticeable
growing priority in the augmentation of
customer satisfaction. The American
Marketing Association defination of services
are activities of companies, benefits by profits
and many more or consummations, which
are given for sale, or are postulated in
involvement with the sale of goods or
services. As per the view of Stanton, (1986)
services are those independently
* Faculty, IBMR, IPS Academy, Indore

acknowledged, and essentially intangible,
activities that provide desire of satisfaction
and that are not essentially tied to the sale of
a product or another service. To produce
service may or may not require the use of
tangible goods. However, when such use is
needed, there is no relocation of the title to
these services. Gummerson, 1987) suggested
that Services are somewhat that can be
accepted and sold but which you cannot
plunge on your foot. Kotler, (1993) defines
services as any kind of presentation that one
party can offer to another that is
fundamentally intangible and does not
consequence in the proprietorship of
anything. Thus, through different definitions
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it is understood that services have four
important characteristics; these are
intangibility, perishability, inseparability and
heterogeneity. The service system, therefore,
is an integration of all these components,
involving a large number of white-collar staff
working with a purpose to satisfy the
varying needs of customers. Service system
exists because it helps client in meeting their
own needs, it offers alternatives that are
superior to self-service in cost, time and
convenience, and it meets a wide variety of
psychological and physiological needs.
American Customer s Satisfaction Index
Model
American Customer s Satisfaction Index
(ACSI), is a tried level index which is from
multi-equation model. The index operates
latent variable cause and effect pattern to
forecast the anticipated relations between
indexes. It is founded by American Society
for Quality Control (ASQC) and National
Quality Center (NQQC) locates in the
business management institute of Michigan.
The objective of ASCI is to find and ensure
the influence factor of customers satisfaction
and the function mechanism between
Customer s Satisfaction Index.
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Indian Customer Satisfaction Index (ICSI)
The Indian Customer Satisfaction Index
(ICSI) is being introduced and launched by
Hexagon Consulting, a Gurgaon (New
Delhi, NCR) based management consulting
firm in partnership with the globally
respected US based organization American
Customer Satisfaction Index. The index is
being launched in India under the
copyrighted brand - Indian Customer
Satisfaction Index (ICSI) by American
Customer satisfaction Index (ACSI) and
Hexagon Consulting. The customer
satisfaction index will work as benchmark
organizations on the basis of customer
satisfaction feedback completed through
surveys and analysis done by Hexagon
Consulting and American Customer
Satisfaction Index (ICSI) which operates a
similar index in the US and also has licensed
the same in many countries around the
world. Indian Customer Satisfaction Index
(ICSI) will help organizations in India to
improve thus, enhancing the Customer
Satisfaction. This important Customer
Satisfaction Benchmarking Index will help
India to join the ranks of other countries to
mature and improve through citizen
satisfaction.

Figure 1: Model used by ACSI followed by ICSI
Source: www.theacsi.org
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Structural Equation Modeling
Structural equation modelling (SEM) is a
technique representing, estimating, and
testing a network of relationships between
variables. SEM included comparisons
between traditional statistical and SEM
analyses. For examples path analysis/
regression, repeated measures analysis/latent
growth curve modelling, and confirmatory
factor analysis (Rigdon, 1998). Structural
Equation Modelling has two competents
measurement Model and Structural Model.
Measurement Model give relationship
between two variables, latent and observed.
Benchmarking
The benchmarking as defined as Calculating
any performance against that of best in class
companies, determining how the best in
refinement achieve those enactment levels
and using the information as a best for our
own targets, strategies and implementation.
Benchmarking demonstrates that is a
constant process of comparing a companys
strategy, product and processes with those
of world best in class organization to learn
how they have achieved excellence. It is
followed by a point of reference against
which things are measured and references
interpreted as a standard. The concept of
benchmarking as a formal method was
developed by Xerox Corp. in 1979, according
to Robert Camp in Benchmarking  The
search for industry best practices that lead
to superior performance. Benchmarking is
defined as a nonstop methodical
development for evaluating the products,
services and work processes of organizations
that are accepted as representing best
practices for the purpose of organizational
upgrading. According to American
Productivity and Quality Centre (1994),
Benchmarking is the practice of improving
performance by always identifying,
understanding (studying and analyzing), and
settle by outstanding practices and process
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found inside and outside the organization
and implementing the results.
REVIEW OF LITERATURE
Service quality and customer satisfaction are
always very crucial concept of corporate
competitive growth. In current scenario
benchmarking followed by service quality
play important role for sustainable
competitive advantage. Satisfied customers
are always substance of any successful
business by handling their repeat purchase,
brand loyalty, customer complaint and
positive word of mouth. The literature
denoted on ACSI model in the context of
service quality to describe how customers
perceive service quality and whether they
are satisfied with services offered by
Industry. Calculated evaluation was focused
on improving service quality by service
industry in Macedonia (Biljana and Jusuf
2011).
It is noted that literature agrees on the fact
that customer satisfaction becoming the next
differentiation factor for business units. It is
also perceived to be a major element for
customers to indicate the quality of activities
that are provided by organization. From the
clients perspective customer satisfaction is
described as a sum of collected feelings and
overviews regarding business venture. While
from the business venture perspective,
customer satisfaction should be incorporated
as a part of long-term strategy (Valentinas
and Aida, 2014).
The theory was based on need of change in
conventional financial measures for
performance evaluation in India. Customer
Satisfaction Index (CSI) is one of the best
solutions which is a customer-based
satisfaction benchmarking system and serves
as a standard metric, widely implemented
in the United States and Europe. However,
there is no such index in India and there is a
need for a non-financial, customer-based
satisfaction metric. This study is a pilot
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attempt to develop a Customer Satisfaction
Index (CSI) model, specifically for the Indian
banking industry. To achieve this, the focus
group technique was employed to find the
key determinants of customer satisfaction in
the banking industry. The comprehensive
thematic analysis revealed a total of six
themes and nine sub-themes which have
been proposed as the antecedents of
customer satisfaction in the CSI model for
the Indian banking industry. The future
research intends to develop instrumentation
based on the focus group results and validate
the hypothesized CSI model proposed in this
study. Currently, there is no standardized
customer satisfaction index for India that
provided an impetus to this pilot research to
construct an index for the banking industry.
This study is successful in terms of laying the
foundation towards building a Customer
Satisfaction Index for consumer products and
services in the Indian context. It is
instrumental in devising an approach to
construct a CSI model specific to the banking
industry (Prasadh and Suresh, 2017).
OBJECTIVES
l

To reveal the dimensions of ICSI
Model.

l

To identify the interrelationships
among the determinants of ICSI
Model.

l

Propose application for innovative
benchmarking in banking sector by
ICSI Model.

Research Gap
The digital revolution is dislocating the
relationship between banks and their
customers and new features endlessly
appear to enhance customer understanding.
Customer Satisfaction Index (CSI) is one of
the best explanations which is a customerbased satisfaction benchmarking system and
serves as a standard metric, extensively
implemented in the United States and

Europe. However, there is no such index in
India and there is a need for a non-financial,
customer-based contentment metric.
METHODOLOGY
The Study: This study is a pilot attempt to
develop Customer Satisfaction Index (CSI)
model, unambiguously for the Indian
banking industry. To achieve this, the
technique was employed to catch the key
elements of customer satisfaction in the
banking industry. The widespread thematic
analysis revealed a total of six themes and
eighteen sub-themes which have been
proposed as the antecedents of customer
satisfaction in the CSI model for the Indian
banking industry.
The Sample: Data collection was applied in
India with five major zones, which are east,
west, south, north and central. A total of 740
usable responses were collected from
customers of banks located in five zones in
India analysis was done. Sampling method
was Non  probability convenience
sampling.
Tools for Data Collection: Measures were
applied in study with six factors of groups
which was based on innovative
benchmarking practices with CSI. The study
investigates the relationship between CSI
from the viewpoint of consumers of banking
services in five zones of India. The objective
of the current study is to test the 22 items of
CSI based on ACSI construct and its
relationship with Zeithaml et. al. (1996)
Customer perceptions of Customer
Satisfaction Index were measured using 22
items of CSI. They include the dimensions,
Perceived Quality, Customer Satisfaction,
Perceived Value, Customer Satisfaction
Expectation, Customer Complaint and
Customer Loyalty. A Five point Likert-type
scale, ranking from (1) strongly disagree to
(5) strongly agrees was used to developed
questionnaire. Base of the questionnaire has
been taken from CSI.
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Tools for Data Analysis: Exploratory factor
analysis and structure equation modeling
were used to analyse data.
VARIABLES OF CUSTOMER
SATISFACTION INDEX
Perceived Quality: According to Aaker (1991)
perceived quality lends value to a brand in
several ways: high quality gives consumers
a virtuous reason to buy the brand and
countenances the brand to differentiate itself
from its competitors, to control a premium
price, and to have a strong basis for the brand
extension. (Zeithaml, 1988), Aaker (1991) To
evaluate perceived quality in other way as
the customer s perception of the overall
quality or superiority of a product or service
with respect to its intended purpose, relative
to alternatives. The perception of quality
can be measured as one of the core
determinants to consumer behavior and thus
product success. Any trait without the most
efficient marketing efforts cannot flourish,
making thoughtful it critical in creating value
to the customers and ultimately achieving
proportional benefit in an ever-growing
market.
Customer Satisfaction: From last couple of
decades, satisfaction has been considered as
one of the most useful and needed theoretical
as well as applied issue for most marketers
and researchers (Jamal, 2004). Overall
Consumer Satisfaction, thus, discloses The
basic evaluation of the actions approved out
by a given business in relation to expectations
collected after various contact between the
consumer and business (Bitner and Hubber,
1994).
Perceived Value: The value concept created
by (Varki and Colgate) is the most universally
accepted and its the consumer s overall
assessment of the utility of a product based
on perceptions of what is received and what
is given. It is the comprehensive assessment
of the utility of perceived benefits and
perceived sacrifices, or as the difference
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between perceived benefits and paid costs;
it is also the ratio of perceived benefits in
relation to the perceived sacrifices. Sacrifices
encompass all the costs (purchasing price,
acquisition costs, installation), while
perceived benefits are the combinations of
physical attributes of the available service in
a given relationship of the product use.
Customer Satisfaction Expectation:
Customers expectations are key
determinants of their consumption
experiences, satisfaction, and loyalty. Now a
days, knowing in advance what customers
expect is critical for the success of marketing
strategies. A series of field experiments
indicate that, compared to a control group,
stating pre-purchase expectations leads
customers to focus on negative aspects of the
shopping experience and perceive the same
performance negatively. The observed
systematic negative bias produced by stating
expectations is inconsistent with
confirmation bias as well as assimilation,
contrast, and positivity effects. The results
came with thought of expectations were
unintelligible from evaluations of the stores
past enactment, the former led to more
negative post-purchase evaluations whereas
the latter tended to generate more positive
post-purchase evaluations.
Customer Complaint: Complaints are
important for any service activity because
Mistakes are an unavoidable feature of all
human compliment and thus also of service
delivery (Boshoff, 2007). Service recovery is
the process of putting the situation right
(Zemke and Schaaf, 2000) though it has been
defined more widely and more proactively
as the action of seeking out and dealing with
failures in the delivery of service (Johnston,
2005). The term complaint management is
used to include service recovery and involves
the receipt, investigation, settlement and
prevention of customer complaints and
recovery of the customer. Firms normally
consider consumer complaints of any kind
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to be indispensable indicators of
unsatisfactory performance. Without
consumers feedback, they will be unaware
of their problems and retain their customers
(Crie and Ladwein, 2002). It was found that
dissatisfied consumers who complained had
a higher level of repurchase intention than
those who did not complain (Lau and Ng,
2001).
Customer Loyalty: Customer loyalty is an
important issue. Most of the people consider
it an attitude based occurrence that can
appreciably influenced by customer
relationship management. Some research
show that loyalty in aggressive repeat
purchase is molded more by the passive
acceptance of brand than a strong method
about them. Loyal customers are familiar
with their favourite brands and more willing
to try out and explore recommendations and
any innovative new products. Metrics
(marketing) evaluated that the probability of
selling something to new prospects is only
about 5-20 percent, whilst the probability of
selling something to an existing customer is
60-70 percent. For the same amount of effort
to sell something, projected sales are higher
from loyal customers. Loyalty is something
that consumers may exhibit to brand service
and activities. Loyalty is future of people
rather then something inherent in brand.
Loyalty is an attitude that sometimes leads
to relationship with brand and it is expressed
in term of revealed behaviour. Attitude may
be measured by asking how much of the
people are interested toward a certain brand,
feel like engaged to it and also recommend
that brand to others, and strongly show
feelings for it, relative of competing brands
(Dick and Basu 1994).
RESULTS
Validity and Reliability Analysis
For the present study, the content validity of
the instrument was ensured as the service
quality dimensions and items were identified
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from the literature and exploratory
investigations, and were thoroughly
reviewed by professionals and academicians.
Questionnaire was based on refinement of
the 22-item instrument which was gathered
from expectation and perceived service
separately with pilot sample of 54 customers.
The respondents were distributed uniformly
from customer base of banking sector. To
qualify for the pilot study, an adult
respondent using the services of bank for
one year was taken. A five point Likert type
scale ranging from Highly Satisfied (5) to
Highly Dissatisfied (1) was used. Reliability
was defined with Cronbach alpha which was
0.939960 on 22 items.
Data Analysis
Data collected were analyzed through a
series of validated tools and procedures. The
results of the analysis are described in the
following sub sections. The profiles of the
respondents are shown in the Table 1. The
profiles focus on the demographics of
respondents.
Demographic profile of Bank Customers:
The profiles focus on the demographics of
respondents. Table 1 shows that out of 740
respondents, 488 respondents were male.
The occupations of respondents were varied
by highest weightage 495 in service. In terms
of income, almost half of the respondents
earned between 3- 4.5 lakh per annum. The
highest ratio in education was professional
graduate or post graduate by 441. Maximum
respondents were from public banks 436
followed by private banks 275 and 29 were
from foreign banks.
Respondents Banks: State Bank of India,
Union Bank of India, Punjab National Bank,
Bank of India, Bank of Baroda, ICICI Bank,
HDFC Bank, Axis Bank, Citi Bank and HSBC
Bank.
Exploratory Factor Analysis
In order to explore the underlying
dimensions of Customer Satisfaction Index
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parameters exploratory factor analysis was
performed on score of banking sector on 22
statements. The results exploratory factor
analysis results are shown in Table 2.
The results from Table 2 based on mean and
standard deviation of each item which was
varying from highest 4.2598 to lowest 4.1544
show highly positive response. Perceived
Quality was categoried into five parts based
on PQ1 (Information Process Quality), PQ2
(Customer Services Quality), PQ3 (Quality
of Staff), PQ4 (Easy to Use) and PQ5
(Tangibles Quality). Customer Satisfaction
was based on five parts- CS1 (Reliability) CS2
(Assurance), CS3 (Tangibles) CS4 (Empathy)
CS5 (Responsiveness). Perceived Value
included PV1 (Quality of Automated), PV2
(Security), PV3 (Time and effort value), PV4
(Relationship value), PV5 (Monetary Value).
Customer Services Expectations included 
CSE1 (Reliability Expectation), CSE2
(Efficiency Expectation), CSE3 (Courtesy
Expectation).Customer Complaint - CC1
(Complaint Handling Process) and CC2
(Behavior of Employee).Customer Loyalty
included- CL1 (Repurchase in Terms of more
Investment in Same Bank), CL2 (no thought
for changing bank).
The results from Table 3 shows that value of
KMO statistic is very high (.923) and
Bartletts test of Sphericity was significant
(sig=.001), which indicates that data was
appropriate for factor analysis. The total
variance shown in this table, accounted for
all of the six components explains nearly
65.171 percent of the variability in the
original 23 variables. So, we can use the
original dataset by using these six
components.
In Table 4 Varimax Rotation method was used
with factors extraction with Eigen value over
1. It resulted into extraction of six factors,
which explained 65.171 percent of variance.
The maximum factor loading observed was
0.867 and the minimum loading was seen to
be 0.495. The factors with their respective
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items and their corresponding factor loading
are given in Table 4. Factor 1 Perceived
Quality Variance was 39.658, followed by
Factor 4 Customer satisfaction by 11.177,
dominat Factor 2 Customer Satisfaction
which was 4.177, Factor 3 was based on
perceived value in the weightage of 3.225
then in last Factor 5 and 6 was based on
Customer Complain and Customer Loyalty
having factor load of 3.806, 3.129 respectively.
The Goodness-of-fit Test determines if the
sample data (correlations) are likely to arisen
from six correlated factors. In this situation
we want the probability value of the ChiSquare statistic to be greater than the chosen
alpha (generally 0.05). Based on our results
the six factor model is a good description of
the data (Table 5).
The Structure Matrix (Table 7) shows the
correlations between the factors and the
items for the rotated solution. The Pattern
Matrix (Table 6) shows the factor loadings
for the rotated solution. Factor loadings are
similar to regression weights (or slopes) and
indicate the strength of the relationship
between the variables and the factors. The
solution has been rotated to achieve an
interpretable structure. When the factors are
uncorrelated the Pattern Matrix and the
Structure Matrix should be the same.
EFA Discussion: Research objective was to
reveal the dimensions of ICSI Model,
Assessment of Customer Satisfaction Index
factors of Banks Customers has been
complied with six factors  perceived quality,
customer satisfaction, perceived value,
customer satisfaction expectation, customer
complaint and customer loyalty. During
analysis of total variance combined with
factor loading it was found that factor 4
perceived value can be replaced on the place
of factor 2 because of their weighted of
percentage variance which was 11.177 of
factor 4 and factor 2 was 4.177. Goodness of
fit support to this factor and proposed model
based on ICSI.

168

Structure Equation Modelling
The multiple regressions are applied to
analyze individual factor of ICSI dimensions
as independent variables and dependent
variable. The items are summed up to
replicate the even original dimensions which
are analyzed separately against the ICSI as
follows. Regression usually used to compute
multiple correlations (that is the strength of
relationship between several independent
and a single dependent variable). SPSS
engender a score that measures the potency
of relationship between the dependent
variable and the independent variable. Along
with the computation of r, SPSS prints out a
probability value (p) associated with r to
indicate the significance of that association.
Once again, a p < .05 is generally interpreted
as indicating a statistically significant
correlation. If p > .05, the strength of
association between the two variables is
usually not considered statistically significant;
or the relationship between the two
constructs is considered weak or nonexistent.
The r square (or r2) is simply the square of r,
but it has special significance. The r2 value is
the proportion of variance in one variable
accounted for (or explained) by the other
variable. SPSS calculates the constant and the
co-efficient for the regression equation. The
path coefficients for the full model are
reported in table 8.
All path coefficients are positive and
significant. The result shows a positive
relationship between Perceived Quality and
Customer Satisfaction 0.758; and Customer
Satisfaction and Perceived Value 0.617. The
direct relationship between Perceived Value
and Customer Satisfaction Expectation was
0.562 the relationship between Customer
Satisfaction Expectation and Customer
Complaint was 0.525 the relationship
between Customer Complaint and Customer
Loyalty was .427 and the relationship
between Customer Loyalty and Perceived
Quality was .517.
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Standardized coefficients can be obtained in
a way to standardize all parameters
(outcome and predictors) preceding to the
analysis. This indicates calculating on of the
t scores for each factors or groups. On the
basis of Table 9, it can be concluded that
hypothesis is accepted. There is significant
interrelationship between variables of
Customer Satisfaction Index and are
supported at confidence level 0.05.
PROPOSED CSI MODEL FOR INDIAN
BANKING INDUSTRY
During the overall working on the concept
and evaluated by evidences from various
quality scales in banking studies three points
are very important; core products and
services by perceived quality, customer
service quality and automated service quality
together reflected the Customer Satisfaction
and Customer Loyalty. Other remaining
parameters will be some important but not
neglecting from structure. So, on the basis
of these parameters for better improvement
in bank services, banks can take idea from
this model to innovate new practices in terms
of services benchmarking.
DISCUSSION
The first main objective of the study was to
reveal the dimensions of ICSI Model by
assessment. For fulfilling this objective
exploratory factor analysis was used and, it
categorized six paradigms Indian Customer
Satisfaction Index with reference to banking
services. During the study it was found that
Perceived Quality was most valid and
significantly influencing factor. That included
like Information Process Quality, Customer
Services Quality, Quality of Staff, Easy to Use
and Tangibles Quality. Then variables second
most valid factor as per variance was
Perceived Value included Quality of
Automated, Security, Time and Effort Value,
Relationship Value and Monetary Value.
Third most valid factor was Customer
Satisfaction whish was based on five parts
Reliability, Assurance, Tangibles, Empathy
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and Responsiveness. Fourth most important
factor was Customer Services Expectations
based on Reliability Expectation, Efficiency
Expectation and Courtesy Expectation.
Second last factor was Customer Complaint
based on Complaint Handling Process and
Behavior of Employee and last factor was
Customer Loyalty based on repurchase in
terms of more investment in same bank and,
no thought for changing bank. The
significant influence of these variables was
also supported in the literature. Prasadh and
Suresh (2017) identified on Customer
Satisfaction Index (CSI) is one of the best
solutions which is a customer-based
satisfaction benchmarking system and serves
as a standard metric, widely implemented
in the United States and Europe. However,
there is no such index in India and there is a
need for a non-financial, customer-based
satisfaction metric. This study is a pilot
attempt to develop a Customer Satisfaction
Index (CSI) Model, specifically for the Indian
banking industry. To achieve this, the focus
group technique was employed to find the
key determinants of customer satisfaction in
the banking industry. The comprehensive
thematic analysis revealed a total of six
themes. The initial step was to create a
standard indigenous banking CSI as a
performance evaluation metric. The banking
CSI has the potential to be a useful tool for
evaluating and enhancing the performance
of the banks. It will help in assessing their
strengths and weaknesses, finding the areas
of improvement and monitoring effects of
strategic decisions and changes.
Second objective of the research was to
identify the interrelationships among the
determinants of ICSI by interrelationship
with variables. Highest interrelation was
found between Perceived Quality and
Customer Satisfaction so it was good sign but
everywhere is a need of positive change by
less interrelation with Customer ComplaintCustomer Loyalty which is actually very
crucial and important area of each company
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and off course bank also. Some studies
supported worked on different parts like
online customer satisfaction, loyalty,
complaint any many more in different
industry and based like consumer electronic
e-tailers, boutique motel industry and many
more. Wu and Ding (2007) talk about ACSI
model in the context of consumer electronic
e-tailers using the ACSI model with the same
constructs, Hsu (2008) proposed a new index
for online customer satisfaction (e-CSI) using
the ACSI model modified by replacing
perceived quality with e-service quality (ESQ). Hsu, Tsai and Wang (2013) to develop a
decomposed customer satisfaction index for
the boutique motel industry using a modified
ACSI model where perceived quality was
replaced by decomposed service quality to
improve the explanatory power compared
to pure models. The delphi technique was
used to find the factors contributing to
service quality and an industry specific scale
was constructed.
Third objective was to propose application
for innovative benchmarking in banking
sector by ICSI Model because from last
couple of years banks are providing
tremendous upgraded services in India but
because of customer mood swing and
competitive banks performance there is a
need of some upgraded model to check
innovative parameters.
LIMITATIONS AND FUTURE RESEARCH
DIRECTIONS
Due to time constraints, the study was limited
to some cities of India. A geographically
diverse sample can facilitate more
representativeness to ensure lower bias and
greater accuracy of results with more
respondents. The next phase of this study
intends to develop instrumentation based on
the focus group results and empirically
validate the hypothesized CSI model.
Eventually, a validated CSI will be established
to compute indices measuring performance
of banking industry. In future, similar CSIs
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can be established for different industries
such as hospitals, hotels, insurance, etc. to
help achieve an improved national
competitiveness, quality and greater
satisfaction over time.
CONCLUSION
From the above analysis it can be concluded
that consumer, in our country has strong
quality consciousness and recognizing ability
to product quality and this is the premises of
large-scale customer s satisfaction measure
in our country and formally promulgate
Indian Customer s Satisfaction Index.
Currently, there is no standardized customer
satisfaction index for India that provided an
impetus to this pilot research to construct an
index for the banking industry. This study is
successful in terms of laying the foundation
towards building a Customer Satisfaction
Index for consumer products and services in
the Indian context. It is instrumental in
devising an approach to construct a CSI
model specific to the banking industry. The
comprehensive qualitative research using
focus group facilitated the process of finding
an indigenous and unique mix of themes and
sub-themes that were used as variables in the
hypothesized CSI model. Thus, the study
effectively achieved its objective of
identifying the key determinants of customer
satisfaction and developing a CSI model for
the Indian banking industry.
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PERCEPTION TOWARDS ADVERTISEMENT: A STUDY ON TEENAGERS
Satnam Ubeja*, Arpit Loya*, Prayatna Jain*
TV advertisements now a day play a significant role towards decision making process with respect to
purchasing of any kind of products. In the urban areas maximum family belong to the nuclear type so
kids and teenagers also take part during the decision process regarding purchase of their useful product.
The study is conducted among 180 teenagers in the city of Indore to find out their perception towards
advertisements. The study is based on a standard questionnaire in which thirty items were considered
for the research. Out of these thirty items, total of seven factors were extracted i.e. Advertising with
Special Benefits, Deceptive Advertising, Updated Advertising with Misleading Information,
Unwanted Shopping and Entertainment, Practical Approach of Advertising, Benefits to the Country
and Impact of Advertisement.
Keywords: TV Advertisements, Teenagers, Public Opinion, Perception.

INTRODUCTION
The significance of promotion is continually
increasing in this era of communication.
Correspondence is a method for sharing data
and experience between individuals. It is an
action or process that involves common
sharing or trade of thoughts, data,
sentiments, feelings and responses.
Communication is a basic element for any
ground breaking development to happen in
the general public. Web, TV, Radio media are
basic medium of correspondence for
accomplishing development in the general
public. Subsequently, this paper concentrates
on the audits which have analyzed the effect
of TV promotions on adolescents.
(Sadhasivam and Priya, 2015).
The publicizing business sees youngsters in
the public arena as a practical market section,
in light of their juvenile comprehension of
the media and its astonishing effect on high
school and youthful undeveloped brains. The
media is continuously concentrating on
children and young people to enamor with
their promotion drives. As per the
Advertising Research Organizations, young
people are imperative to advertisers, since
they can spend a significant open wage,

spend family cash effectively, and they are
effortlessly ready to impact their families to
spend on expensive products as small
families are willing to buy. Moreover, kids are
likewise a suitable market for the advertisers
as they can without much of effort impact,
way of life, and general patterns of
consumption; and give a perspective of
society that how it is presently and what it is
probably going to turn into.
In this manner, advertisers and publicists are
looking for publicizing spaces that are
represented by kids while keeping in mind
the end goal to contact them with such
commercials intended to give a fantasy to
them, and depict a specific picture to their
innocence. For instance, keeping in mind the
end goal to achieve youthful high school
young ladies, publicists would utilize a large
portion of the space of the most prevalent
pre-adult magazines. Moreover, they would
incorporate marked material in computer
games with a specific end goal to achieve the
more youthful men. They would likewise
target exceedingly well known TV programs
between the youngsters and adolescents with
a specific end goal to contact them. (Bindah
and Othman, 2011)
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One of the dubious subjects for publicists is
the issue of promotion to youngsters. Fault
finders contend that kids are particularly
powerless against publicizing since they do
not have the experience and information to
comprehend and assess. They likewise feel
that the pre-school youngsters cant separate
amongst plug and play programs and cant
recognize reality and dream. Fault finders
charge risk publicizing to kids is inalienably
out of line and beguiling to be restricted.

demonstrate that the vast majority of the
buyers are keen on marked items and the
rebates assume an imperative part in
purchasing choice. Buyers get pulled into
new items on displays and fairs directed by
makers. Online promotions additionally
impact their purchasing choice. Promotions
utilize present day strategy and are
fundamentally instructive. Advertisements
use modern technique and are primarily
informative.

Publicizing is a piece of life and youngsters
must figure out how to manage it in
customer socialization procedure of gaining
the aptitudes expected to work in the
commercial center. Some situations that
guardians are required to help kids is to
translate promotions directed towards them
and they can decline from buying items they
accept are undesirable for their youngsters.
The issues of promotion to youngsters have
been generating awesome interest as of late.
There is likewise a developing worry over
how publicists are utilizing the online
platform to communicate with and pitch to
kids. Publicizing to kids will remain a
questionable subject.

Guha (2013) in his examination clarified the
changing recognition and analyzed the
purchasing conduct for working and nonworking ladies in urban India and in turn
their impact in purchasing conduct of
relatives. From the examination it was
presumed that working ladies are of greater
quality and value cognizant and store
steadfast than non-working ladies.

REVIEW OF LITERATURE
Bishnoi and Sharma (2009) in their
examination meant to discover the
foundation of the shopper and promotion
impacts on purchasing conduct. Adolescents
from both the sexual orientations from an
urban and rustic background were utilized
for pondering. Taking sexual orientation, age,
instruction, yearly wage as determinants, to
presume that rustic adolescents lean toward
commercials than their urban individuals.
The urban youngsters watch the
commercials of the items that they accept are
valuable and great. Commercial impact on
male buying is higher than female shoppers.
Dinu and Dinu (2012) directed an
investigation to discover the significance of
promotion on buyer conduct. The results

Kumar and Raju (2013) examined the part of
publicizing and its impact on the attitudinal
conduct of both male and female buyers and
the impact of promoting amongst male and
female clients. They inferred that the
purchasers look for the item or brand that
yields more noteworthy fulfillment and they
additionally may turn out to be more
receptive to various brand notice while
seeking for information.
Karthik (2013) learned about the impact of
notices on interpersonal organization and
how far they pass on data. These destinations
are utilized as promoting devices as they
achieve extensive group of onlookers; savvy,
target publicizing and time spent by
individuals on the web. Interpersonal
organizations help promoters to know the
statistical information from the profile and
target commercials specifically towards
prospective clients satisfying the set
parameters. This type of promotion is one
of the most straightforward modes to spread
substance and the availability levels are high
and associates client effectively. Business on
informal community is accepted to be trusted
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when additionally expands suggestion
prompting deals. Informal organizations are
viewed as an open door for target
promotions
Tavor (2011) contemplated the web based
publicizing advancement and their
adequacy. He looked at the effectiveness of
two methods of online promotions pennant
and fly up promotions and found that
individuals are more keen on flag
promotions as opposed to fly up
advertisements.
OBJECTIVES
l

To study the perception of teenagers
towards advertising.

l

To identify the factors of perception
of teenagers towards advertising.

l

To identify the perception of teenagers
towards advertising with respect to
demographic variables.

HYPOTHESIS
To know the effects of influencing factors on
perception of teenagers towards advertising,
the following null hypothesis were framed:
Null Hypothesis H01: There is no significant
impact or difference in perception of
teenagers towards advertising with special
reference to age.
Null Hypothesis H02: There is no significant
impact or difference in perception of
teenagers towards advertising with special
reference to gender.
METHODOLOGY
The Study: The study is empirical in nature.
The main purpose of the study is to find the
impact of perception of teenagers towards
advertising with respect to age and gender.
The Sample: A structured questionnaire was
prepared on the basis of different aspects of
general advertising. Target Teenagers were
comprised of those whose age between 13-

19 years. The age groups were 13-15, 15-17,
17-19 years and this was kept so as to cover
maximum percent of universe, grouping in
class interval helped in easy tabulation of the
calculated data. The sample size of 180
teenagers was taken for the current study.
The independent demographic variables
comprised of age and gender.
Tools for Data Collection: The questionnaire
was split in two sections. The first section
dealt with the demographic variables. The
second section was related to thirty items
pertaining to understanding the perception
towards advertising. All the statements were
measured on the five point likert scale from
strongly agree to strongly disagree.
Tools for Data Analysis: Factor analysis and
ANOVA tests were applied to minimize the
factors to find their effectiveness and
variances. The statistical package SPSS
(version 16) and MS excel were used for
analysis. The level of significance was tested
at five percent level.
Factor Analysis
The normal varimax solution can not be
obtained directly from a correlation matrix.
It is obtained by rotating other types of factor
solution to the varimax form. In the present
study it was considered desirable to use the
highest factor loading criterion to select
teenagers perception included in all group
of factors. This criterion was uniformly used
in the factor analysis carried out on the total
sample of the study.
ANOVA Test
The factors generated through factor
analysis by using SPSS software (version 16),
with the help of these factors, we have
applied Anova test measure the variance
among different variables and Tukeys Mean
Difference Test has been used to get the
mean difference for analyzing the results. It
has been applied on 5 percent level of
significance to test the variance between
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different demographic variables on
teenagers perception.
Reliability test
After the testing of questionnaire, the
reliability of the scale was tested used on all
factors. Reliability test was applied on 180
samples for testing the reliability of
teenager s perception. With the help of
coefficient we have tested reliability of
factors. The CRONBACHS Alpha scale of
Reliability for 180 samples for teenager s
perception was 0.632 (Table 1) which is
appropriate. We have dropped five variables
from questionnaire as their value of
correlation was less than 0.06.
RESULT AND DISCUSSIONS
Factor analysis was adopted to capture the
perception of teenagers in Indore city. It
summaries the result of the factor analysis,
that was run using the principal component
approach with a varimax rotation.
Bartletts test of sphericity and Kaiser-MeyrOlkin (KMO) measure were adopted to
determine the appropriateness of data set
for factor analysis. High valued (between 0.5
to 1) of KMO indicates that the factor analysis
is appropriate. In this study, the result of
Bartletts test of sphericity and KMO 0.817
(Table 2) indicates that the data is appropriate
for factor analysis.
Impact of demographic factors on
perception of teenagers towards advertising
as discussed above, different items have been
extracted with the help of factor analysis with
a total variance of 68 percent extracted and
ANOVA was used to study the variation in
the
teenagers
perception
across
demographic variables. The seven factors
identified were:
Factor 1: Advertising with Special Benefits
Advertising with special benefits was the first
factor extracted with a total factor loading
of .614 highlighting that when special benefits
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are at the centre of an advertising message,
viewers of an advertisement give attention
to the communication. There is no significant
impact or difference in perception of
teenagers towards advertising with special
reference to age and gender. The factor
measures that advertising is essential for
teenagers or not. It indicates that different
age groups have similar thinking towards
advertising. (Table 3, Table 4).
Factor 2: Deceptive Advertising
The factor of deceptive advertising with a
total factor loading of .626 was the second
factor extracted signifying that advertisers
should be careful with their message as
advertising leading to a deception among the
viewer has a negative impact on the thought
process of the audience. There is no
significant impact or difference in perception
of teenagers towards advertising with special
reference to age and gender. The factor
measures the advertising provides valuable
information about the local sales in the city,
advertising insults the intelligence of the
consumers, advertising persuades people to
buy things they should not plan to buy, makes
people live in a world of fantasy and there is
too much sex in advertising today. It indicates
that the different demographic variables age
and gender have same perception towards
advertising in this factor. (Table 3, Table 5).
Factor 3: Updated Advertisement with
Misleading Information
With a total loading of .568, advertisements
with misleading information though updated
have bearing on teenagers which is not good
for any of the advertisement of the related
brand. There is a significant impact or
difference in perception of teenagers
towards advertising with special reference
to age. It indicates that different age groups
have different perception towards
advertising and the factor measures the
perception towards some products or
services promoted in advertising are bad for
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the society, keep upto date about products
and services available in the market,
advertisements are true picture of the
product advertised, advertising is amusing
and entertaining and misleading. There is no
significant impact or difference in mean
perception of teenagers towards advertising
with special reference to gender. (Table 3,
Table 6).
Factor 4: Unwanted Shopping and
Entertainment
The factor of Unwanted Shopping and
Entertainment with a total factor loading of
.622 has been extracted. In other words
advertisement influencing power towards
an increased consumerism is termed as
negative whether leading to increase in
shopping frequency of product or service by
teenagers. There is no significant impact or
difference in perception of teenagers
towards advertising with special reference
to age and gender. The factor measures that
advertising makes people buy unaffordable
products just to show off, perception
towards advertisements that they are even
more enjoyable than other media contents
and they consider advertising a good thing.
The different age groups and genders have
similar perception towards advertising in this
factor. (Table 3, Table 7).
Factor 5: Practical Approach of Advertising
Advertising should bear in mind the
practicality of a message for the audience
and specifically in our research the teenager.
This factor was duly extracted with a total
factor loading of .624. There is no significant
impact or difference in perception of
teenagers towards advertising with special
reference to age. There is a significant impact
or difference in mean perception of
teenagers towards advertising with special
reference to gender and it means that male
and female having different perception
towards advertising is essential for teenagers,
tells me what people with lifestyles similar

to mine are buying and using, advertising is
making us a materialistic society overly
interested in buying and owning things.
(Table 3, Table 8).
Factor 6: Economic Benefit to the Country
Advertising for any business in useful to
increase demand thereby a rise in a nations
economy. This factor was extracted with a
total factor loading of .799. There is no
significant impact or difference in perception
of teenagers towards advertising with special
reference to age and gender. It indicates that
there is no difference in perception of
different demographic variables towards
advertising. The factor measures that in
general, advertising helps our nations
economy. (Table 3, Table 9).
Factor 7: Influence
Advertisements have the power to influence
consumers through effective messaging and
highlighting the superiority of a product over
the other. With a total factor loading of .641,
Influence is also factor impacting the
perception of teenagers. There is no
significant impact or difference in perception
of teenagers towards advertising with special
reference to age and gender. The factor
measures the advertising helps to know
which products will or will not reflect the
sort of person I am and the consumer gets
the benefits through advertising promotes
competition. (Table 3, Table 10)
In the various studies (Gabriel, S. 2006), (Adler
and Richard, P. 1977) researchers have found
the different factors in which children
opinion differ with respect to TV
advertisement, some factors with respect to
specific advertisements. In our study we
have extracted the seven factors of
perception of teenagers towards television
advertisement, where advertisements
highlighting benefits from a product plays,
practical approach, benefits to the economy
and influence play a vital role on perceptions
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of teenagers but at the same time various
factors like deceptive advertisement,
unwanted shopping and entertainment,
updated advertisement with misleading
information also have a bearing on the
perception of teenagers. Further, after the
application of ANOVA on demographic
variables i.e Gender and Age. It was found
that there was no specific difference in the
opinion amongst male and female on various
factors. Although same kind of observation
is in the case of Age except for one factor i.e.
Updated Advertisement with misleading
information, where sample size of 13  15
years has a different response in comparison
to other age groups.
CONCLUSION
Present study shows that different factors are
responsible towards the perception of
teenagers with respect to TV advertisements.
Study also shows the importance of
advertisements in teenagers liking and
increasing demand towards products and
services. In the present study we have
extracted seven factors towards perception
of teenagers of television advertisement, like
benefits from a product plays, practical
approach, benefits to the economy and
influence play a vital role on perceptions of
teenagers but at the same time various
factors like deceptive advertisement,
unwanted shopping and entertainment,
updated advertisement with misleading
information also have a bearing on the
perception of teenagers. However, the study
on perception of children could not point out
much difference in terms of opinion
regarding advertisements, but there
opinions differ about misleading
information from advertisements. Marketer
could use these findings to prepare better
advertisements for viewer specially
teenagers, because proper and right
information could help kids or viewers to
choose right product or services timely.
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PERFORMANCE OF LEGAL METHODS OF LOAN RECOVERY IN
INDIAN BANKS: AN EMPIRICAL ANALYSIS
Robin Thomas*
Loan recovery is of prime importance for commercial banks as it forms the basis of recycling of credit
and sustaining depositor confidence. Evidence suggests that over-dues and poor recovery affect
profitability and viability of banks. Poor loan recovery has been a major area of concern for banks and
in the aftermath of the sub-prime lending crises of 2008 the rapid increase in stressed assets has
heightened concerns for banks and has prompted a battle to curb the threat of non-performing of
assets with increased focus on loan recovery. Improving the quality of loan assets is thus the true test
of efficiency of a bank. The performance of the three legal measures of loan recovery in the Indian
Banking Sector is compared for the period 2004 to 2015. The study concludes that Debt Recovery
Tribunals have performed marginally better as compared to recovery through SARFAESI Act while
the performance of Lok Adalats is found to be alarmingly abysmal.
Keywords: Loan Recovery, Non-Performing Assets, Stressed Assets, Bank Strategy.

INTRODUCTION
Post the global financial crises of 2008, the
world economy is still trying to recover from
the knee jerk reaction, amidst some major
aftershocks such as the sovereign debt crises
and the eurozone crises. The International
Monetary Funds Global Financial Stability
Report of 2009 suggests that to mend the
financial sector, policies are needed to
remove strains in funding markets for banks
and corporates, repair bank balance sheets,
restore cross-border capital flows
(particularly to emerging market countries);
and limit the unintended side effects of the
policies being implemented to combat the
crisis. The immediate policy implications of
the report suggest that bad assets of the
banks must be addressed systematically. The
report further submits that given the
differences in the problems faced by banking
systems and the degree to which they have
bad assets, various approaches have been
adopted.
In Indian context, The Reserve Bank of Indias
Financial Stability Report (FSR) released in
June 2016, explicitly mention of increased
risks to Indias banking sector compared to
* Research Scholar, DAVV, Indore

previous years, mainly on account of a
deterioration in asset quality and low
profitability of Indian Banks. At the end of
2015 the Gross Non-Performing Assets Ratio
(GNPA Ratio  Gross Non Performing Assets
to Total Assets) of Schedules Commercial
Banks in India stood at 4.3 percent, while at
the end of 2010 the GNPA ratio of all SCBs
was 2.5 percent. The Gross NPAs during the
period 2005-15 grew at a Compound Annual
Growth Rate (CAGR) of 18.9 percent. While
during the period 2005-10 the GNPA CAGR
was 7.3 percent, in contrast to the period
2010-15 where the GNPA CAGR was 31.63
percent. It is evident from the
aforementioned NPA statistics and the FSR
of June 2016 that banks are struggling with
huge stock of NPAs in their balance sheet and
are increasing concerned about the
unsatisfactory control over the flow of new
NPA accretion in their books.
Mohan (2003) emphasizes that banks should
work out processes for settlement
procedures and expedite quick recovery of
NPAs. The Securitization and Reconstruction
of Financial Assets and Enforcement of
Security Interest (SARFAESI) Act, 2002
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should help in cleansing the balance sheet of
banks by facilitating foreclosure. The
constitution of an Asset Reconstruction
Company (ARC) is another channel to
remove NPAs from the balance sheets of
banks through the processes of securitization
of assets. In another study, Mohan (2004)
further emphasizes that there are several
ways in which creditors rights are being
strengthened, which should go a long way
in mitigating the risks of large-scale project
financing. These include initiatives such as
the setting up of Debt Recovery Tribunals
(DRTs), the introduction of Corporate Debt
Recovery (CDR) mechanisms and the
emergence of asset reconstruction
companies following the passage of the
SARFAESI Act, 2002. It is hoped that all this
would make securitization of assets easier.
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bank stops earning from that asset and it
becomes non-performing for the bank. Such
non-performing assets when breaches the
mark of industry satisfactory levels are cause
of concern for the entire system.
Thus if the issue of Non-Performing Assets
(NPAs) in the financial sector has been an area
of concern for all economies and reduction
in NPAs has become synonymous to
functional efficiency of financial
intermediaries as argued by Chaudhri (2005);
to take on the challenge of rising NPAs, the
banks must have responded in earnest ways
to reduce, resolve and recover NPAs with a
sound strategy as emphasised by Lessne and
Papro (2007).

There are three methods for recovery of
banks stressed assets under Indian banking
sector s legal framework; 1) recovery
through SARFAESI Act, 2) recovery through
DRTs or 3) recovery through Lok Adalats. The
focus of the current study, therefore, is to
determine the efficiency and performance of
the three legal methods of stressed asset
recovery available to Indian Banks.

The aforementioned studies by Chaudhri
(2005) and Lessne and Papro (2007),
therefore, solicits developing a deeper
understanding of the recovery methods with
which the Indian banks are recovering their
assets under default. Khieu et. al. (2009)
discourse that much more research has been
devoted to default than to recovery. Authors
emphasises that since the Basel II regulations
tie required bank capital to loss given default,
it is important to understand the factors that
influence recovery as well as default.

REVIEW OF LITERATURE

OBJECTIVE

Recovery of commercial loans is a recurring
worry for banks and reusing of advances is
important, without which banks liquidity is
in jeopardy as suggested by Ahmed et. al
(2006). The authors emphasize that loans
comprise the most important asset as well
as the primary source of earning for the
banking institutions and that loans are also
the major source of risk for the banks. Banks
therefore try to make an appropriate balance
between their return and risk involved with
the loan assortment.

The objective of the study is to understand
the recovery performance of the various
legal measures of defaulted loan recovery in
Indian Banking Sector.

Banks while lending face a risk of credit
default. No lending can be absolutely free
form default. When a debtor defaults on his
obligation of loan or interest repayment the

METHODOLOGY

HYPOTHESES
H01: There exists no significant difference in
the performance of recovery amongst
various recovery channels.
H02: The recovery performance of SARFAESI
Act is better than recovery performance of
DRTs and Lok Adalats.
The Study: The Global Financial system in
general and Indian banking system in
particular is focusing on repairing their
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balance sheets and managing the toxic assets
which have maligned their loans portfolio
after the financial meltdown in 2008. The
balance sheet clean-up require various
measures and strategic tools to manage NPAs
and invoke defaulted debt recovery. Indian
banks have the options of various legal
measure of defaulted loan recovery such as
the Debt Recovery Tribunals (DRTs), the
SARFAESI Act 2002 (The Securitization and
Reconstruction of Financial Assets and
Enforcement of Security Interest Act) and
Lok Adalats. Debt Recovery Tribunals (DRTs)
were established consequent to the passing
of Recovery of Debts Due to Banks and
Financial Institutions Act, 1993 (RDDBFI Act)
to assist the banks in the speedy adjudication
of matters relating to recovery of NPAs of 10
lakh and above.
The SARFAESI Act allows the Secured
Creditor to sell or lease the secured asset, or
appoint a Receiver to take care of the asset
which is classified as an NPA. The bank can
take the possession of the secured asset
within 60 days of serving the notice to the
defaulter with the assistance of the Chief
Judicial Magistrate. Under the SARFAESI, if
the loan account has been classified as a NPA,
the authorized officer from the bank can start
the proceedings. The bank can demand the
full loan amount be repaid along with
interest payments, even if the borrower has
agreed to pay the overdue amount. Rather
than regularizing the account, the bank seeks
that the entire amount be payable and the
bank advances are always repayable on
demand.
The Legal Service Authority Act, 1987 gives
a Lok Adalat a legal structure, conferring on
it the power of the civil court, thereby,
formalizing the structure. Preferring the Lok
Adalat route to the time-consuming process
of fighting civil cases in courts, banks have
started queuing up at the State Legal Service
Authority to recover bad loans. Bank suits
involving claims up to Rs.20 lakh may be
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brought before the Lok Adalats. Supreme
Court has suggested that personal loan cases
up to Rs.10 lakh should be preferably settled
through Lok Adalats. The research problem
addressed in the current study is, therefore,
to understand how the various legal
measures of defaulted loan recovery in
Indian banking system have performed
during the period from 2005 to 2015. The aim
of the study also is to compare the efficiency
of the legal measures of defaulted loan
recovery.
The Sample: The Total Loans Amount
Involved in Recovery efforts and Recovery
of Outstanding Loans through Lok Adalats,
Debt Recovery Tribunals and through
SARFAESI Act for All Scheduled Commercial
Banks is used in the study. The study is based
on secondary data which is collected through
RBI website. Current paper studies data for
the period from 2005 to 2015.
Tools for Data Analysis: The study employs
Levenes Test of Equality of Error Variances
and One Way ANOVA for testing the
Significance of difference in the movement
of Ratio of Recovery amongst the three legal
recovery channels.
RESULTS AND DISCUSSIONS
Table 1 represents the total cases of recovery
referred to the three legal recovery channels,
amount involved in such recovery cases
(referred) and amount recovered through
the three channels. The Recovery Ratio is
presented as a percent of total amount
recovered over total amount involved. For
the period 2004 to 2015, the number of cases
referred to channels of recovery has
increased exponentially. The total cases
referred to recovery medium have shown a
sharp decline post financial year 2012. The
total cases referred in 2015 have increased
18 times the total cases referred in 2012. At
the end of FY 2015 the total amount involved
in total cases referred to three channels for
recovery is Rs 9.38 Lakh Crores. This is a
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straight jump of almost 5 times compared to
FY 2014, a year ago. Similarly the amount
recovered in FY 2015 from the total cases
referred to these three medium stands at Rs.
1.73 Lakh Crores. This amount has seen a
jump of also almost 5 times compared to the
amount recovered in FY 2014. The recovered
amount as a percentage of total amounts
involved however has been steady for FY
2014 and FY 2015 at 18.4 percent.
Table 2 represents the cases referred, amount
involved and amount recovered through
Lok Adalats for the period 2004 to 2015. The
table also represents the efficiency of
recovery through Lok Adalats. In FY 2015 the
number of cases referred to Lok Adalats
increased almost 6 times from 16.36 Lakhs
to 91.31 Lakhs. However the efficiency
reduced to 4.85 percent compared to 6.03
percent in FY 2014. Table 3 represents the
cases referred, amount involved and amount
recovered through DRTs for the period 2004
to 2015. The table also represents the
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efficiency of recovery through DRTs. In FY
2015 the number of cases referred to DRTs
increased more than 6 times from 28.3
Thousands to 1.71 Lakhs. The efficiency
although improved to 14.01 percent
compared to 9.58 percent in FY 2014. The
trend, however, shows that the efficiency of
DRTs has consistently been on the decline
post FY 2010.
Table 4 represents the cases referred, amount
involved and amount recovered through
SARFAESI Act for the period 2004 to 2015.
The table also represents the efficiency of
recovery through SARFAESI Act. In FY 2015
the number of cases referred to SARFAESI
Act increased more than 6 times from 1.94
Lakhs to 12.42 Lakhs. The efficiency
although has declined to 24.48 percent
compared to 26.55 percent in FY 2014. The
trend also shows that the efficiency of
SARFAESI Act has consistently been on the
decline post FY 2011.

Figure 1: Trend in Movement of Recovery Ratio (Recovered Amount as a Percent Total
Outstanding) Under the Three Channels

Performance of Legal Methods of Loan Recovery in Indian Banks : An Empirical Analysis

Figure 1 portrays the trend in movement of
the recovery ratio of the three medium of
recovery during the period 2004 to 2015. The
average recovery ratio of all the three
medium of recovery stands at 29.34 percent
for the period 2004 to 2015. Individually for
the period the three recovery medium have
performed respectively, with Lok Adalats at
13.74 percent, DRTs at 33 percent and
SARAFESI Act at 31.86 percent. However,
during the period 2010 to 2015 three medium
on an average have logged recovery ratio
respectively with Lok Adalats at 5.7 percent,
DRTs at 19 percent and SARAFESI Act at 29
percent. On the contrary, during the period
2004 to 2009 the Lok Adalats recovery ratio
is registered at 29.8 percent, DRTs at 47
percent and SARFAESI Act at 34.6 percent.
The trend in movement of chart shows that
post FY 2010 the recovery ratio has
moderated. For the period FY 2012 to FY
2015, none of the medium is able to register
recovery ratio above 30 percent.
Hypothesis Testing Significance of
difference in the movement of ratio of
recovery amongst various recovery
channels.
H01: There exists no significant difference in
the performance of recovery amongst
various recovery channels.
H1: There exists significant difference in the
performance of recovery amongst various
recovery channels.
H2: There exists significant difference in the
performance of recovery between Lok
Adalats and DRTs.
H3: There exists significant difference in the
performance of recovery between Lok
Adalats and SARFESI Act.
H4: There exists significant difference in the
performance of recovery between DRTs and
SARAFESI Act.
The test outcomes (Table 5) represent the
results of the hypothesis testing for the
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significance of difference in the movement
of ratio of recovery amongst various recovery
channels. The Levenes statistics highlighted
the existence of homogeneity of variances
(Sig >0.05). Hence one way ANOVA is used.
The results (F = 4.491; Sig = 0.019) showed
that there exist statistically significant
differences in the movement of recovery
ratio associated with the three recovery
channels under consideration. Hence, the
null hypothesis H 01 : There exists no
significant difference in the performance of
recovery amongst various recovery channels
is not accepted.
Furthermore, a post-hoc analysis is
performed using Fisher s LSD test to explore
how the three recovery channels
performance of recovery is different from
each other. The test (Table 6) reveals that
performance of Lok Adalats is significantly
different from the performance of DRTs and
SARAFESI Act.
Hence, directional
hypotheses H 1 : There exists significant
difference in the performance of recovery
between Lok Adalats and DRTs and H 2:
There exists significant difference in the
performance of recovery between Lok
Adalats and SARAFESI Act are accepted.
However, it is interesting to note that there
is no statistical significance in the
performance of DRTs and SARFAESI Act in
defaulted loan recovery over the period 2004
to 2015. Therefore, the directional hypothesis
H3: There exists significant difference in the
performance of recovery between DRTs and
SARAFESI Act is not accepted.
FINDINGS AND CONCLUSION
The performance of the three legal measures
of loan recovery in the Indian Banking Sector
is compared and analysis reveals that for the
period FY 2003-04 to FY 2014-15 (covering
previous twelve financial years) the average
recovery ratio for DRTs stands at 33.06
percent, for SARFAESI Act the average
recovery ratio stands at 31.86 percent and
for Lok Adalats average recovery ratio stands
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at 13.74 percent. DRTs have performed
marginally better compared to recovery
through SARFAESI Act for the said period.
However, the performance of Lok Adalats is
dismal and alarmingly abysmal. Statistically
significant difference in recovery
performance could not be established
between DRTs and SARAESI Act for the
period from FY 2003-04 to FY 2014-15.
In a sharp contrast, however, for the period
from FY2009-10 to FY 2014-15 (covering
previous six financial years) the average
recovery ratio for DRTs stands at 19.07
percent, for SARFAESI Act the average
recovery ratio stands at 29.11 percent and
for Lok Adalats average recovery ratio stands
at 5.67 percent. For the said period the loan
recovery through SARFAESI Act is better in
comparison to recovery through DRTs and
Lok Adalats. Nevertheless, the recovery ratio
for SARFAESI Act is not very encouraging
as the success rate is even less than 1/3rd of
the total amount involved in recovery. The
success rate of recovery through DRTs is even
more discouraging at a bleak 1/5th of the
total amount involved in recovery. Lok
Adalats have barely managed to cross the
success rate of 1/20 suggesting a very
discouraging performance.
The monumental increase in the number of
cases referred for recovery under the three
recovery measures is almost 500 percent for
the FY 2014-15 compared to FY 2013-14. This
is a clear indication that the banks have
increased their focus on loan recovery. The
rise in number of cases referred to legal
recovery channels is attributed to the
regulatory goad to Indian banks by the RBI
to purge bad loans and initiate a strategic
balance sheet clean-up drive in FY 2014. The
deadline for the strategic balance sheet cleanup is March, 2017.
It is also inferred that a sudden spurt in
number of cases referred for recovery is a
sign that banks were merely trying soft
recovery methods for tackling the NPAs
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while persuading the borrowers to regularise
the accounts. It may also be inferred that
banks were under definite apprehension to
refer the NPA cases for legal recovery and
there is apparent delay in referring to legal
recovery options. This apprehensive conduct
of the banks regarding delay in NPA cases
referral to legal recovery channels is
indicative of the temporary band-aid
solution towards recovery rather than a
deep cut surgery that RBI has referred to
at several instances and at several forums.
The sudden spurt in the number of cases
referred for recovery also indicates the
existence of adverse selection problem being
rampant in the Indian Banking Sector. Since
adverse selection problem is confirmed
through the sudden rise in referred cases, it
is also inferred that ex-ante appropriate due
diligence to loan assets is not conducted by
the banks. The apprehension by banks in
referral of NPA cases to legal recovery
channels therefore can be incidental upon
supposed revelation that banks did not
conduct proper ex-ante due diligence on such
loan accounts/customers. The study,
therefore, infers that banks are sitting on pile
of NPAs yet to be referred to legal recovery
channels and in 3-5 years the number in
cases referred to legal recovery channels may
rise. A substantial rise in the total amount
involved in cases referred to recovery is also
expected.
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