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project their own personality upon learning experiences of students. These learnings could leave an
indelible mark on an impressionable mind. Research methodologies give teachers the tools to analyse
and make informal decisions about their practice.
I am happy that ‘Effulgence’ has become a source of inspiration to our teachers and students. It gives
them a vast opportunity to express their ideas. Which is the duty of academicians worldwide.
I congratulate all the authors who have contributed to Effulgence in this issue and also invite
contributions from academia as well as industry for the next issue. I wish them all the best and look
forward to such continued efforts in the years to come.
With best wishes

K.C. Garg
Chairman, RDIAS
Founder President, SPMES
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of various research papers in diverse fields of management and allied areas. The authors are a blend from
renowned institutes and universities of the country. The journal will serve as a valuable addition to the
management literature and will also prove to be a valuable reference material. This issue of the journal
carries research papers, on topics like estimating the sensitivity of stock market, productivity of employees
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companies and the impact of various factors of e-WOM affecting promotion of newly released movies.
The amount of hard work that goes into a published piece goes well beyond the blood and seat of the author
who have devoted their time and contributed in Effulgence to make it a success.
I welcome and congratulate everyone who is making invaluable contribution to the world of management
education. This issue of Effulgence is a tribute to professional development and I wish the Editors, Advisory
Board Members, faculty and students all the best for contributing articles for the better world, and will
receive wide applause from academia as well as the corporate sector.

Prof. Col. ( Retd.) Mahander Singh,
Director General

Estimating the Sensitivity of Stock Market:
An Application of Asymmetric GARCH Models
* Dr. Ravinder Kaur
** Dr. Manmeet Kaur

Abstract
Trading in stocks is filled with uncertainty and risk associated with extent of changes of an asset's value, magnitude of which is expressed as
volatility. A substantial change in either direction in the price of an asset over a short period of time can be occurred due to higher volatility. The
sensitive nature of market makes it decisive to study the volatility of market consistently for resolving the exact situation of the market. Analysis
for stock market volatility has immense importance for all participants like policy makers, investors and companies who deals in stock markets.
The application of appropriate models can measure the behavior and nature of volatility in accurate and acceptable way. The objective of this
paper is to examine the nature of volatility in the India stock market and for this purpose the barometer of Indian stock market i.e. Sensex has
been considered. The study is based on daily data of Sensex and widely accepted asymmetric GARCH models have been applied to study the
nature of volatility. The findings of the paper indicate that there is time varying aspect in the Sensex volatility. However more effect is observed
from previous days' information about return volatility. It is also extracted that negative shocks create more volatility in daily Sensex return in
comparison with positive shocks. These are useful for various participants for whom risk and stock prices volatility factors plays important role in
their decision making process.
Keywords: Volatility, Sensex, GARCH, Stock Price.

INTRODUCTION

S

tock market volatility plays immense role in
investment decisions, but uncertain to predict in
different time periods. Volatility shows tendency of
change in stock prices. Today, international financial
system is changing rapidly and investment prospects are
increasing, which leads the risk factor in stock markets
and finally affects the investment decisions. In efficient
stock markets where stock prices reflect changes
according to up-to-date information, volatility has been
recognized vital. Stock volatility also reacts with the
irregular entrance of news in stock markets. Trading in
stocks is filled with uncertainty and risk associated with
extent of changes of an asset's value, magnitude of which
is expressed as volatility. A substantial change in either
direction in the price of an asset over a short period of

time can be occurred due to higher volatility (Prashant
Joshi, 2011). The sensitive nature of market makes it
decisive to study the volatility of market consistently for
resolving the exact situation of the market.
Understanding of volatility is critical to each and every
participant and authority who deal in stock markets.
Policy makers take several steps with the consideration
to increase investment and efficiency of stock markets
for the economic development and estimate regarding
volatility is first pillar for appropriate use of resources.
Stock price volatility indicates efficiency level of stock
markets. Study of volatility in stock prices is also serious
for the proper financial systems to companies.
Therefore, it is crucial to understand the nature of stock
market volatility to access for smooth functioning in
stock markets and economic growth. It is found by
researchers in case of Indian markets / the markets of
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** Assistant Professor in Commerce, Govt. College, Kharkhara, Rewari

other nations that the volatility is a time varying factor
and it needs to be analysed consistently to establish the
exact situation of the market (Li & Hong, 2011).
Modeling the volatility has been vigorous issues in the
field of researches on stock markets and there are
various models to understand the tendency of volatility.
GARCH models are widely used econometric models
which estimate the regular volatility of stock markets
for a particular one time period. These models consider
that volatility takes place in gaps or in clusters of time
and it is time varying. Previous studies on GARCH
models have different views regarding the usefulness of
this model though many studies indicates that this
model is good enough to estimate the tendency of stock
market volatility and to describe various issues in stock
market volatility. However, some studies focused on the
conclusion that availability of both good and bad
information consequences for change in different
volumes in stock prices means asymmetric volatility in
stock prices is present (Kaur, 2004). Therefore, GARCH
models having asymmetric nature are more suitable for
the analyses of volatility. The main concern of this paper
is to measure the sensitivity of market by employing
asymmetric GARCH models. Therefore, the objective
of this paper is to examine the behaviour of volatility of
Indian Stock market and investigate the effect of news
with the help of asymmetric GARCH models.
Estimating the stock market volatility is valuable for
companies, policy makers, investors and other users to
proceed under stock behavior in Indian stock markets.
This study will serve for the decision making regarding
investment and different issues of the stock market.

REVIEW OF LITERATURE
Various studies identified the nature of volatility of
stock market of India and found that volatility is the
main aspect to understand while going for an investment
in the market.
Mohanty and Kamaiah (2000) analyzed the volatility of
thirty scrips traded in BSE Sensex with the help of the
daily closing price and GARCH family models like
ARCH (5), GARCH (1,1)- M and GARCH (1,1) models
were applied. Analysis revealed the presence of ARCH
effect in most of the scrips with the persistence of time
varying volatility which was observed by ARCH (5)
model. Return of security was found insignificantly
affected by volatility with the help of GARCH (1, 1)-M
model. This study did not check leverage effect by
employing asymmetric GARCH models which was
found to be one of the limitations of this study.
Kaur (2004) investigated the behaviour of the volatility
of stock market of India (Sensex and Nifty) and results
of the study indicated the presence of time varying
volatility in Indian stock market. It is also revealed that
the month of February and March were highly volatile
with the highest return and highest conditional
volatility. Study found that Wednesday was the day of
higher returns with lower volatility and it was found a
good day to invest.
Padhi (2006) identified time varying volatility for the
stocks of fifteen companies and Sensex & Nifty and
companies were short-listed from the sectors of
Electrical, Power Plants, Electronics, Non-metallic,
Diversified and Machinery. Daily closing price of these
companies & indices were considered and results proved
the presence of leverage effect. Long persistence of
volatility was observed by applying GARCH (1,1)
model. The coefficient of leverage term was negative &
statistically significant and presence of asymmetric effect
was also found by E-GARCH and GJR-GARCH models
and persistence of higher volatility was shown by
Electronics sector.

OBJECTIVES OF THE STUDY
The main concern of this paper is to measure the
sensitivity of market by employing asymmetric
GARCH models. Therefore, the objectives of this paper
are as follows:
1. To examine the behaviour of volatility of Indian
Stock market.
2. To investigate the effect of news with the help of
asymmetric GARCH models.
3. To find out the best fitted GARCH model for
measuring the sensitivity of Indian stock market.
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Joshi and Pandya (2008) recognized the nature of
volatility of Indian stock market (BSE) by considering
the daily data of sixteen years. Box-Jenkins methodology
proved Autoregressive Moving Average structure for the
process of error generating. Researchers applied ARCH
and GARCH models to identify the volatility and
observed that volatility clustering is satisfactorily
explained by GARCH (1, 1) model. Results proved that
BSE Sensex expressed mean reverting behaviour,
volatility clustering and persistence of volatility.

2016 for measuring the extent of volatility. EViews has
been employed to apply the GARCH models.
Asymmetric GARCH Models for measuring volatility
Volatility is checked with various ways including the
techniques of econometrics. GARCH models are having
extensive usage in case of financial studies and these
models are useful for forecasting the volatility. On the
other hand, one of the limitations of the standard
GARCH model is its assumption which focuses on the
symmetric impact of positive and negative news.
Although, Black (1976) and various other researchers
have argued on asymmetries in the effect which are
attributed to leverage effect which shows negative
shocks in the market is likely to affect volatility more
than positive shocks. Hence, a number of extensions of
the standard GARCH model like TGARCH,
EGARCH, PGARCH and GARCH-mean have been
recommended. In this paper, the conditional
heteroskedastic models of econometrics which are
named as asymmetric GARCH models have been used
for the purpose of empirical analysis of volatility in
stock market. In the current research paper asymmetric
model of the GARCH family proposed by Nelson
(1991) i.e. EGARCH has been applied. EGARCH
contains asymmetric consent and some extra features
like this model contain log specification, hence
parameters of the model need not to be imposed with
artificial non negative constraints. The specification of
the model is as follows:

Malik (2011) has found the effect of good news on the
volatility of stock market and identified that good news
decreases the volatility under the asymmetric GARCH
model. The results of the study were in the similar
nature and validated the findings with Monte Carlo
simulations of volatility persistence with asymmetric
effects and the researcher has created better implication
for framing more advance asset pricing models for
forecasting the stock market volatility. All these studies
presented the different aspect of the behaviour of
markets and focused on time varying nature but these
studies are enough to predict the volatility of the market
in current time, therefore this study is framed to identify
the nature of volatility of Indian stock market for the
improvement of the earlier studies.
RESEARCH METHODOLOGY
In order to provide sufficient explanation concerning
sensitivity of Indian stock market, asymmetric GARCH
models have been employed. The paper employs the use
of asymmetric GARCH models i.e. EGARCH and
TGARCH models to go into the depth of the volatility
in stock prices. Usually, times series are assumed to be of
non-stationary nature, so ADF and PP test have been
applied to check stationarity of time series data for
avoiding the spurious results. Descriptive statistics and
diagnostics tests have also been employed to choose the
best fitted model in Indian stock market for volatility.
As Sensex is among oldest stock markets, it has been
selected for this study. The study is based on secondary
data which has been extracted from the official website
of Bombay Stock Exchange (BSE). The study has
considered the data from March 1, 2005 to February 29,

…….(1)
Here, left side of the equation represents the log of
conditional variance and hence, confirms no negative
variance term. Parameter a explains the size effect or
effect of shock on volatility i.e. termed as GARCH
effect, b presents the conditional volatility or effect of
previous days volatility and g measures the sign effect.
g≠ 0 is the evidence of the asymmetric impact of news
on conditional variance. g> 0 demonstrates the impact

03
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of good news and γg< 0 for the impact of bad news. An

Figure 1 : DLNSENSEX

another variant on GARCH is Threshold GARCH
(TGARCH) model to measure the asymmetry between
up and down moves which followed the study of
Glosten, Jagannathan, and Runkle (1993):
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Descriptive statistics on Sensex return data series is
calculated to observe the nature of data series for the
application of models and the results are displayed in
table- I which exhibits the significant variation in daily
returns of Sensex and this has been measured with
standard deviation. The mean value (0.0005) found to be
very close to zero and confirms that the series is mean
reverting which is usually expected for a time series
return. The negative value of coefficient of skewness
demonstrates the presence of large negative returns with
non-symmetric and left tail distribution. Further, large
value of kurtosis suggests leptokurtic distribution of the
return. The normality of data series has been checked by
Jarque-Bera statistics which is displayed in table- 1 and
the probability value of Jarque-Bera statistics (p < 0.05)
confirms the non- normal distribution of series and
rejects the null hypothesis. Therefore, the results
confirm the well recognized fact that daily return series
is leptokurtic with the presence of skewness and nonnormal distribution. The ARCH effect or presence of
hetroscedascity has been checked by applying the
ARCH-LM test with lag 1 under the assumption that
there is no ARCH affect and the statistics of
corresponding p value (p = 0.000) and observed R2 value
displayed in table-I suggests the evidence of ARCH
effect in the residuals of the model. Hence, proves the
rejection of null hypothesis and states the presence of
heteroscedasticity in the return series.

-------- (2)
Here, parameter g1 confirms the leverage effect when g is
significantly different from 0. Further, it can also be said
that there is a fact of asymmetric effects in time-series, if
g1 coefficient is not negative. Other parameters stand for
the similar nature as EGARCH model.
Empirical Analysis and Results
It is pertinent to perform diagnostics teats, descriptive
statistics and test of stationarity first to judge the nature
of time series before applying asymmetric GARCH
models. The results are presented in figure-1 and table- 1
for these tests. The fluctuations in data series of daily
returns of Sensex have been plotted in figure- 1 for
diagnostic testing. It is clearly depicted that the
movements of returns are continuously in both the
directions of mean line which is close to zero and
fluctuations create time varying clusters. Hence, large
fluctuations are followed by large fluctuations and small
fluctuations are followed by small fluctuations for a
continuous period which is same as Fama's (1965)
observation. It can be found that volatility was up and
down at different point of time with the positive and
negative directions in clusters which give evidence that
there is time varying clustering in returns and hence,
justify the application of GARCH family models in this
condition.
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Table 1 : Descriptive and Diagnostic Statistics
Statistic
Observation period
Number of observations
Mean
Std. Dev.
Skewness
Kurtosis
Jarque-Bera
ARCH-LM statistics (at lag =1)
Q(1) (autocorrelation of returns)
Q2(1) (autocorrelation of returns squared)
Q(36) (autocorrelation of returns)
Q2(36) (autocorrelation of returns squared)

DLSensex
March 1, 2005 to Feb. 29, 2016
2869
0.000561
0.015368
-0.0726
12.07591
9849.419 (0.0000)
117.029 (0.000)
12.755 (2-tailed p=0.000)
115.23 (2-tailed p=0.000)
82.852 (2-tailed p=0.000)
1413 (2-tailed p=0.000)

Further, Ljung Box statistics i.e. Q(k) and Q2(k) are used
to examine the existence of the order of autocorrelation
under the null hypothesis based on no autocorrelation in
residuals of return and squared residuals respectively.
The results present that p-values of Ljung Box statistic,
Q(k) and Q2(k) indicate strong autocorrelation in the
return and squared returns series. This suggests that
residuals are conditionally heteroscedastic which provide
the ground to run GARCH class models. Therefore, the
results for return series clearly revealed that the series is
not independence and normally distributed, but have
presence of clustering volatility and ARCH effect.
1.

tests namely ADF test and PP test. Further, Akaike Info
Criteria (AIC) and Newey-West Bandwidth criteria have
been utilized for the selection of optimum lag for tests.
Both the tests work under the null hypothesis that series
has a unit root. The results on unit root tests are
reported in the table- II and outcome presented for ADF
and PP tests at levels exhibits the acceptance of null
hypothesis which shows the evidence of non- stationary
Sensex data series at levels. But the results of tests at first
difference prove that return series of Sensex rejects the
null hypothesis at 1% level of significance for the
presence of unit root. Hence, the series are found to be
stationary at their first difference. Now, asymmetric
GARCH models i.e. EGARCH and TGARCH have
been applied to estimate and compare the volatility to
find the best fit volatility model for Indian stock market.

Unit Root Test

The presence of unit root in the time series of daily
return of Sensex has been checked by applying unit root

Table 2 : Unit Root Tests
Variables

ADF Test

PP Test

(T-Statistic)

P-value

(T-Statistic)

P-value

Constant
Level

1.661653

0.977

1.534151

0.9697

First difference

-49.98017*

0.0001

-49.8674*

0.0001

Intercept
Level

-0.736802

0.8356

-0.654582

0.8559
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First difference

-23.52634*

0.000

-49.9155*

0.0001

Trend & intercept
Level

-2.354239

0.4038

-2.20827

0.4842

First difference

-23.52469*

0.000

-49.9077*

0.000

Constant

Intercept

Trend & Intercept

1% level

-2.565890

-3.48606

-3.96176

5% level

-1.940951

-2.88586

-3.41163

10% level

-1.616614

-2.57982

-3.12768

Test critical values

Notes: '*' shows rejection of null hypothesis at 1 percent significance level.
2.

the magnitude as well as sign effect which is showed as
differential response in terms of leverage effect. In this
direction, most popular asymmetric GARCH models
(EGARCH and TGARCH) which examine the leverage
effect have been employed to measure the volatility of
daily return distribution. AIC and SIC criteria have been
used for checking the appropriateness of order for
conditional variance equation and (1, 1) process is
observed as the best fitted order for the volatility
models. The results of volatility models along with
diagnostic statistics have been reported in table- 3 and
table- 4. Table- 3 shows the results of EGARCH (1, 1)
model and confirms the significant effect of news on
return movement. As per the results, ARCH term (a) is
found to be significant which means today's return
volatility is influenced by previous days' Sensex return
information.

Application of Box- Jenkins Methodology

There are two equations i.e. Mean equation and variance
equation in GARCH family models. The residuals of
mean equation of the model are the base for calculating
the variance equation. In the first step, an appropriate
mean equation is estimated by applying Box- Jenkins
Methodology and then variance equation is calculated in
the later phase by applying GARCH family models. The
results of the Box- Jenkins Methodology have been
displayed in table- II and LjungBox Q statistics is highly
significant and indicate the presence of autocorrelation
in the return series and squared return series. It is
interesting to observe the patterns of autocorrelation
function (ACF) and partial autocorrelation function
(PACF) statistics. Diagnostics for ARIMA identifies that
Sensex return series has significant AR and MA terms at
lag 1.
3.

The results displays that GARCH term (b) is also
significant which indicates that today's return volatility
is also influenced by previous days' volatility which
means persistence of volatility has significant effect.
Although, the coefficients of GARCH (βb= 0.974) is

Modeling of Volatility: Asymmetric GARCHfamily Models

The analysis shows the presence of significant ARCH
effect and volatility clustering and hence, gives the
indication to estimate the conditional variance equation
of residuals. GARCH process generates symmetric
response function for the stock returns, although
French, Schwert & Stambaugh (1987) and Christie
(1982) have suggested that returns are likely to be more
volatile in response to negative shocks to returns and less
volatile in response to positive shocks. They captured

Effulgence, Vol. 14, No.2, July - December, 2016

observed higher than coefficients of ARCH (αa= 0.197)
which establishes that there is more effect of persistence
of volatility on return volatility under normal
distribution. Further, significant different from zero
value of coefficient of leverage ( g= -0.090) at 1% level of
significance explores the presence of leverage effect on
Sensex volatility. Hence, indicates the existence of
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asymmetric effect of good news & bad news on Sensex
volatility which implies that both the news do not have
similar effect on the volatility of return. The negative
value of coefficient of g reveals that more volatility in
returns generates lower returns and hence, confirms
negative relationship of returns with volatility. Various
studies like Padhi (2006) and Kumar & Sumanjeet (2006)
have also observed the same results.

The result estimation of TGARCH model represents the
significant value of the coefficient of leverage term (g=
0.118). This value is found to be greater than zero which
implies significant leverage effect which is similar to the
results of EGARCH model. Overall, presents the
different impact of bad and good news on volatility of
returns. It is important to note that all parameters are
significant and the sign of leverage term (g) is positive
which means Sensex returns are more responsive to bad
news instead of positive news, since decrease in stock
prices creates more risk of stock holding. The results of
TGARCH model are also supported by the studies of
Schwert (1989) and French et al. (1987).

Another asymmetric model i.e. TGARCH (1, 1) model
has also been applied on daily Sensex return series and
the outcomes are presented in table- 4. This model is
used to capture the sign effect along with leverage effect.

Table 3 : Results of EGARCH (1, 1) Model
Variable

Coefficient

Std. Error

Z-Statistic

Prob.

C

0.000528

0.000207

2.546044

0.0109

AR(1)

-0.05951

0.215267

-0.27646

0.7822

MA(1)

0.139286

0.214408

0.649631

0.5159

-0.37468

0.031517

-11.8881

0

C(5)a

0.19739

0.012346

15.98769

0

C(6)g

-0.09045

0.008466

-10.6838

0

C(7)ß

0.974251

0.002919

333.7095

0

Variance Equation
C(4)

R-squared

0

Mean dependent var

Adjusted R-squared

0

S.D. dependent var

0.000558
0.01537

S.E. of regression

0.015368

Akaikeinfo criterion

-5.91225

Sum squared resid

0.677372

Schwarz criterion

-5.89797

Log likelihood

8480.535

Hannan - Quinncriter.

-5.90461

Durbin-Watson stat

1.866591
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Table 4 : Results of TGARCH (1, 1) Model
Variable

Coefficient

C

Std. Error
0.000595

0.000217

AR(1)

-0.07594

MA(1)

0.149536

z-Statistic

Prob.

2.747342

0.006

0.247878

-0.30634

0.7593

0.24653

0.606563

0.5441

Variance Equation

C
RESID(-1)^2

(a)

4.90E-07

8.098746

0

0.037208

0.006586

5.649685

0

RESID(-1)^2*(RESID(-1)<0) (g)

0.118974

0.013041

9.122834

0

GARCH(-1)

0.884703

0.007996

110.6435

0

(ß)

R-squared
Adjusted R-squared

4.

3.97E-06

0.005314

Mean dependent var

0.000558

0.00462

S.D. dependent var

0.01537

S.E. of regression

0.015335

Akaike info criterion

-5.91639

Sum squared resid

0.673715

Schwarz criterion

-5.90184

Log likelihood

8487.792

Hannan-Quinn criter.

-5.90967

Durbin-Watson stat

1.866541

phenomenon under the null hypothesis of no serial
correlation in the residuals. Table- 5 exhibits the results
of standardised squared residuals and corresponding pvalue of Q statistics is found to be greater than 0.05
which states that the null hypothesis of no
autocorrelation within standardised squared residuals
can not be rejected. Hence, results produce evidence that
the residuals calculated under the models are purely
white noise. Hence, it can be concluded that models are
strong in capturing volatility clustering.

Diagnostic Tests for Model Adequacy

Both the asymmetric GARCH models present the
evidence of asymmetric effect of news on volatility of
returns. But, it is necessary to check the consistency of
the model for the adequacy of estimation and this has
been checked by most important diagnostic tests for
volatility models. The results for adequacy of both the
models are presented in table-5 and table-6. Firstly,
presence of serial correlation has been checked by LjungBox, Q statistics to capture the volatility clustering

Table 5 : Correlegram of standarized residuals and standarized residuals squared
Lags
EGARCH

TGARCH

1
2
10
20
30
35
1
2
10
20
30
35
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standarized residuals
Q-Stat
Prob
0.0647
0.9511
8.6322
24.759
29.53
30.471
0.3856
0.8987
8.461
23.457
28.648
29.887
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0.374
0.132
0.386
0.594

standarized residuals
squared
Q-Stat
Prob
0.3713
0.4765
16.796
26.731
32.414
42.988

0.072
0.084
0.258
0.114

0.39
0.174
0.431
0.623

1.4633
2.1606
14.739
20.77
26.545
39.21

0.064
0.291
0.543
0.211

Jarque-Bera test which measures the normality of
standardised returns has also been applied under the null
hypothesis that residuals are normally distributed. The
results from normality test for both the models are
displayed in table- 6. On the basis of p-value (< 0.05) of
Jarque-Bera statistics, the null hypothesis is rejected in
case of both the models. This presents that distributions
of standardised returns are far from Gaussian normal
distribution which supports the study of Joshi (2011).

In order to check the presence of heteroscedasticity in
return series of volatility models, ARCH- LM test has
been applied under the null hypothesis of no ARCH
affect. The results displayed in table- 6 presented that
both the volatility models fail to reject the null
hypothesis of no ARCH effect as evident from Fstatistics (p > 0.05). This represents no significant
ARCH effect and hence, proves the fitness of volatility
models. Hence, models are observed to be fit for
capturing time varying volatility of Sensex.

Table 6 : Normality and ARCH-LM test
Normality of Standardized Returns

EGARCH

Jarque - Bera
Prob.
Heteroskedasticity Test: ARCH

581.539

683.057

0

0

EGARCH

F-statistic
P-Value
Obs*R-squared
P-value

Most appropriate model to capture the volatility in
Indian stock market has been selected on the basis of
information criteria and Akaike Information Criterion
(AIC) and Schwarz's Bayesian Information Criterion
(SIC) with log likelihood have been employed. The
statistics of these criteria are reported. The statistics
confirms that TGARCH model is the best fitted model
to capture time varying volatility of Sensex return
because the AIC & SIC values are found lower in case of
TGARCH model and also contains high log-likelihood
value. Overall, TGARCH model outperforms the
EGARCH model.

TGARCH

TGARCH

0.370618

1.461045

0.5427

0.2269

0.370829

1.461319

0.5426

0.2267

revealed that Sensex volatility contains mean reverting
behaviour and provides the evidence for the presence of
volatility clustering and persistence of conditional
volatility. The asymmetric GARCH model suggested
more effect of persistence of volatility on Sensex
volatility as previous days' information about return
volatility has significant effect on Sensex volatility.
Although, models suggested the impact of present day's
news on volatility of Sensex return which means
volatility has an influence of its own internal shocks.
TGARCH model recommended that Indian stock
market has leverage effect and hence, there is
asymmetric news effect on volatility of Sensex which
means negative shocks create more volatility in daily
Sensex return in comparison with positive shocks. It is
found that asymmetrical GARCH models performed
better for Sensex volatility and TGARCH model is
observed as the most appropriate model to capture time

CONCLUSION
This paper has made an attempt to test the sensitivity of
Indian stock market by applying GARCH class models
in reference to Sensex daily return. Results of the study
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varying volatility of Sensex return. The findings of the
study are useful for the investors as the time varying
nature of volatility of Indian stock market is observed
and investors are recommended to study the volatility of
market before planning for an investment.
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A Study of Productivity of Employees in Public Sector
Commercial Banks of India and Nepal
* Brajesh Kumar

Abstract
India and Nepal both is a developing country. The main challenges before any developing country are to foster its sustainable growth. Therefore,
banking industry is one of the fundamental instruments for economic growth. In banking services, human resources are most powerful and
valuable input which play an important role to achieve high productivity. The management should change their mind set and consider manpower as
the most important resource and should be taken care of properly. Productivity is defined as the goods and services produced per unit of labour or
capital or both. So, skill and ability of employee can be judge through productivity by using some of the selected financial ratios.
The present study has been focused to estimate employee productivity in public sector commercial bank of India and Nepal. To analyse employee
productivity of these banks two main parameters like 'Business per Employee' and 'Profit per Employee' are selected. To find out the hidden fact
some statistical tools like average, compound annual growth rate, Anova, co-relation and coefficient of determination have been used on tabulated
data.
This study is very significant for public sector commercial banks of both the countries and potential investors to take managerial and financial
decisions.
Key Words: Productivity, Employee, public sector commercial bank, Business per Employee, Profit per Employee, Anova

contribution to growth, employment generation, and
diversify the public savings.

INTRODUCTION

I

ndia and Nepal both is a developing country. The
main challenges before any developing country are to
foster its sustainable growth. An important issue in the
development agenda of any economy related to the
problem of the provision and delivery of the financial
services and credit. Therefore, banking industry is one of
the fundamental instruments for economic growth.
The nationalisation process bestowed upon banks a
variety of new obligations in the area of social banking.
The major achievements of the nationalised banks are in
the sphere of branch expansion, deposit mobilisation,
and expansion of credit to neglected sectors which are
important for the national economy in term of their

Now a days, the major concern is the productivity and
profitability of public sector banks. It was believed that
the new direction given to banks now and then has led
to declining trend in the productivity and profitability
of these banks. But the banking system must be on a
sound footing not only to instil public confidence but
also to make bank capable of discharging their social
responsibility.
CONCEPTUAL FRAMEWORK
In service sector like banking services, human resources
are most powerful and valuable input which play an

* Senior Research Fellow, Faculty of Commerce, Banaras Hindu University, Varanasi

important role to achieve high productivity in banks.
Productivity refers to the amount of goods and services
produced with the resources used. Stated more clearly
productivity is defined as the goods and services
produced per unit of labour or capital or both. It is a
relationship between given output and relative means
used to produce it. So, skill and ability of employee can
be judge through productivity by using some of the
selected financial ratios. There is no. of parameters to
measure the productivity in banking sectors. These
parameters are mainly the ratio that's computed at
employee level are as follows:

Rakesh Mohan, the deputy governor of the RBI (2005)
has carried out a study on “Reforms, Productivity and
Efficiency in Banking: The Indian Experience” and
emphasised that the business per employee of Indian
banks increased over three-fold in real terms exhibiting
an annual compound growth rate of nearly 9 percent. At
the same time, the profit per employee increased more
than five-fold over the same period, implying a
compound growth of around 17 per cent. Such
productivity improvement in the banking sector could
be driven by two factors: technological improvements,
which expands the range of production possibilities and
peer pressure among banks compels them to raise their
productivity levels. He also concludes that the top three
public sector banks in India recorded much lower
employee productivity than that of Chinese banks.
Singh and Kamlesh (2013) conducted a study on
“Employee productivity of private sector banks in India”
and concludes that from the financial year 2001 -02 to
2005-06 the performance of new private sector bank is
better than old private sector bank regarding selected
productivity indicators but after 2005-06 the old private
sector banks compete with the new private sector banks
and perform better than new private sector banks.

REVIEW OF LITERATURE
A number of studies have been conducted to compare
productivity of different types of banks based on
different parameters/criteria from time to time. The
Reserve Bank of India (RBI) constituted a number of
committee i.e. Tondon committee (1975), Luther
committee (1977), Chakravarty committee (1986),
Narsimham committee (1991) etc. which inter-alia
examined various parameters of productivity and
efficiency and suggest various refinement for the same.
Karam and Puja (2008) compare the productivity of
public, private and foreign banks using ACGR and
regression and found that public sector banks are
growing with consistent pace and intra group variations
are also less than other sector. K.V.N. Prasad (2012)
compares the performance of public and private sector
banks through CAMEL model and concluded that there
is no significant difference between performance of
public and private sector banks. R.V. Sommanek (2014)
compares the productivity of employees among private
sector banks and concludes there is no significant
difference of business per employee and profit per
employee among selected banks.

OBJECTIVE OF THE STUDY
1.
2.
3.
4.

To review the theoretical phase of productivity in
banking sector.
To analyse the productivity of employees in public
sector commercial bank in India and Nepal.
To find out the relationship between productivity
indicators in selected banks.
To have a comparative analysis of productivity and
profitability of employees in public sector
commercial bank in India and Nepal.

HYPOTHESES
1.

H0: There is no significant difference in Business per
Employee among the selected banks.
H1: There is significant difference in Business per

2.

Employee among the selected banks.
H0: There is no significant difference in Profit per
Employee among the selected banks.
H1: There is significant difference in Profit per
Employee among the selected banks.
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analysis, Compound annual growth rate, corelation, Anova, etc. as per the requirement on the
tabulated data with the help of MS-Excel to analyse
the same and bring out the hidden fact. Besides,
graphical representation of data has also been made
using statistical methods like graphs and bar
diagrams.

RESEARCH METHODOLOGY
Scope
This is a micro level study. The study is confined to
analyse the productivity of employees in public
sector commercial bank in India and Nepal for two
major economic parameters only i.e. Business Per
Employee (BpE) and Profit Per Employee (PpE).
Three banks from India i.e. State Bank of India
(SBI) that is leading commercial bank of public
sector in India, Panjab National Bank (PNB), Bank
of Baroda (BOB) and same from Nepal i.e. Nepal
Bank Limited (NBL) that is lead commercial bank
of public sector in Nepal, Nepal Investment Bank
LTD. (NIBL), Standard Chartered Bank Napal
Limited (SCB) are selected on random basis for the
purpose of case study. The period of study extends
from the financial year 2009-2010 to 2013-2014.
Thus period of 5 years has been taken for the
purpose of objective analysis of the study.

Limitations of the Study:
• The study limits to two parameters only i.e. BpE
and PpE. There are certain other parameters which
influence the productivity of employees have not
studied here.
• This study is based on secondary data sources. So
the limitations of secondary data have also been
occurred in this study.
• Present study confined 5 years data only. The results
may be varied for more periods.
Result and Discussion:
1.

Data collection
The data and information is the base of any study.
This study is based on the information collected
mainly through secondary authentic sources. The
annual reports of related banks, reports of Reserve
Bank of India and reports of Nepal Rastra Bank are
included in secondary sources.

Business per Employee:
This ratio has been computed by dividing the sum
of core deposit and total advances by the number of
employees. This is the most common productivity
indicator used by bank.

Analysis of data
The analysis has been carried out by making use of
various statistical tools such as different ratio
Table 1 : Business per Employee

BANKS

Rs. In Million

India

Nepal

Year
BOB

Combined

PNB

2009 -10

63.60

80.80

98.10

80.83

22.97

103.52

119.15

81.88

2010 -11

70.47

101.78

122.90

98.38

25.60

104.68

129.83

86.70

2011 -12

79.84

113.20

146.60

113.21

30.36

112.71

128.16

90.41
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(India)

14

NBL

NIBL

SCBNL

Combined

SBI

(Nepal)

2012 -13
2013 -14
Average

CAGR(%)

94.39

116.51

168.90

126.60

36.19

120.66

137.87

106.38

128.33

186.50

140.40

40.52

134.74

157.86

82.93

108.12

144.60

111.89

31.13

115.26

134.57

13.72

12.26

17.42

14.80

15.25

6.81

7.29

98.24
111.04
93.65
7.91

Source: Compiled from different Reports of RBI, Reports of Nepal Rastra Bank and Annual Report of Banks

The ratio has shown upward trend (in absolute term) in
general as shown in table 1 and chart 1. The business per
employee ratio was highest in case of BOB in 2013-14
with Rs. 186.5 million followed by SCB with Rs. 157.86
million and the lowest in 2009-10 in case of NBL. The
analysis propounded that average business per employee
was also highest in case of BOB (144.6 million) and
lowest in case of NBL (31.13 million). An analysis of
data on basis of Compound Annual growth rate over the

previous years (as shown in table 1) ascertains that the
highest growth rate was witnessed by BOB (17.42%)
followed by NBL (15.25%) then SBI (13.72%), PNB
(12.26%), SCB (7.29%) and NIBL (6.81%).
In combined figure, the average business per employee
of Indian banks shows Rs. 111.89 million with CAGR
14.80 % whereas Nepalese banks testifies Rs. 93.65
million with CAGR 7.91 %.

Table 2 : Showing Analysis of Variance (ANOVA) of Business Per Employee

Source of Variation

SS

df

MS

F cal

F crit

Between Banks

42359 .7

5

8471.939

22.0404

2.620654

Within Banks

9225.176

24

384.3823

Total

51584 .87

29
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The ANOVA table 2 of Business Per Employee
observed that calculated value of 'F' is much greater than
the tabulated value hence H0 is rejected and it shows that

2 Profit Per Employee
The profit per employee is calculated by dividing the
amount of net profit by the no. of employees. Every
Business exists to earn profit. Profit earning and timely
growth in profit earning is an essential feature for the
continuous success of a bank.

there is significant difference in Business per Employee
among the selected banks.

Table 3 : Profit per Employee

BANKS

Rs. in Million

India

Year
SBI

PNB

Nepal

BOB

Combined
(India)

NBL

NIBL

SCBNL

Combined
(Nepal)

2009 -10

0.45

0.73

0.80

0.66

0.15

1.62

2.53

1.43

2010 -11

0.39

0.84

1.10

0.77

0.13

1.44

2.61

1.40

2011 -12

0.53

0.84

1.20

0.86

0.14

1.49

2.77

1.47

2012 -13

0.65

0.81

1.00

0.82

0.28

2.19

2.68

1.72

2013 -14

0.49

0.55

1.00

0.68

0.38

2.05

2.99

1.81

Average

0.50

0.75

1.02

0.76

0.22

1.76

2.72

1.56

CAGR (%)

2.12

-6.91

5.74

0.71

26.99

5.99

4.27

5.96

Source: Compiled from different Reports of RBI, Reports of Nepal Rastra Bank and Annual Report of Banks
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As per table 3 and chart 2, ratios indicates fluctuating
trend in general but in absolute term it shows upward
trend in all banks except PNB where the ratio shows
negative slope. The profit per employee ratio was
highest in the case of SCB in 2013-14 with Rs. 2.99
Million per employee and lowest in 2010-11 in case of
NBL as far as India is concern the ratio was highest in
2011-12 in case of BOB and lowest in 2010-11 in case of
SBI. An analysis of data on basis of Compound Annual
growth rates over the previous year (as shown in table 2)

shows that the highest growth rate in Profit per
Employee was represented by NBL (26.99%) followed
by NIBL (5.99%) then BOB (5.74%), SBI (2.12%), SCB
(4.27%) and negative growth in PNB (-6.91%).
In combined figure, the average profit per employee of
Indian banks shows Rs. 0.76 million with CAGR 0.71 %
whereas Nepalese banks testifies Rs. 1.56 million with
CAGR 5.96 %.

Table 4 : Showing Analysis of Variance (ANOVA) of Profit Per Employee

Source of Variation

SS

df

MS

F cal

F crit

Between Banks

21.47851

5

4.295703

126.022

2.620654

Within Banks

0.818086

24

0.034087

Total

22.2966

29

The ANOVA table of Profit Per Employee observed that calculated value of 'F' is much greater than the critical value
hence H0 is rejected and it shows that there is significant difference in Profit per Employee among the selected banks.

Table 5 :
Showing Correlation Matrix between Business per Employee and Profit per Employee of individual Bank

Business per Employee (BpE)

Profit per Employee (PpE)

INDIA
SBI
SBI

PNB

NEPAL
BOB

NBL

0.540

NBL

(0.291)
PNB

SCBNL

0.927
(0.859)

-0.360

NIBL

0.778

(0.129)
BOB

NIBL

(0.605)
0.360

SCB

0.904

(0.129)

(0.817)

Note: Value in parentheses indicates coefficient of determination (R2) where PpE is dependent variable.
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Table 5 indicates that there is a moderate degree positive
correlation between business per employee and profit
per employee in case of SBI and BOB whereas negative
correlation in case of PNB. However the coefficient of
determination (R2) represents that only 29.1% (in case of
SBI), 12.9% (in case of PNB and BOB) to the observed
variability in profit per employee can be explained by
the differences in business per employee. As far as Nepal
is concern there is a high degree positive correlation
between business per employee and profit per employee
in case of all Nepalese banks i.e. NBL, NIBL, and SCB.
However the coefficient of determination (R2) represents
that the maximum value to the observed variability in
profit per employee i.e. 85.9% (NBL), 60.5% (NIBL) and
81.7% (SCB) can be explained by the differences in
business per employee.

differences in BpE in case of Nepalese banks and lesser
value in case of Indian banks. It means remaining parts
of variance in PpE of Indian banks is related to other
variables. It may be operating cost, non-performing
assets, etc. which needed to be controlled.
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Working Environment- As a Predictor of Employee
Engagement with reference to Academicians
* Vidhi Tyagi

Abstract
We notice, especially, youth generation are leaving their workplace at a faster pace reason being they want more out of their careers. For this
employers work a lot to make their employees stick to their organizations because employee's stability has a huge financial affect on productivity and
profitability. And to achieve this, management adopts methods of connecting the personal development of its employees with the organizational
growth. This connection is possible when employees are truly 'engaged'. Organizations need to fulfill the aspirations of its employees and these
aspirations are much beyond their salary expectations. Insight into their psychology towards their work and work environment can provide much
information which can be used to engage the employees. Employee engagement is described as an employee's involvement with, commitment to and
satisfaction with work. Employee engagement has gained popularity & attention from various practitioners and researchers. Present study is
concerned with identifying the impact of working environment on employee engagement among academicians. The study is empirical in nature and
done in Gwalior region. The sample size for the study is 130 and multiple regression method was used to arrive results. The findings of the study
show the significant relation between working environment and employee engagement.
Key Words: Academicians, Employee Engagement, Working Environment.

INTRODUCTION

E

mployee engagement at work was conceptualized
by William.A.Kahn (1990) as the “harnessing of
organisational member's selves to their work roles”.
Research on this concept was started by academicians in
1990's to define the concept of employee engagement
more clearly (Kahn,1990; Maslach & Leiter,1997;
Schaufeli, Salanova & Gonzalez-Roma, 2002) Employee
engagement was then described in academic literature by
Schmidt et al.(1993). They described employee
engagement as “an employee's involvement with,
commitment to and satisfaction with work.” Employee
engagement creates greater motivation within employees
for the work they do and increases their commitment to

the organization. Engagement is about creating an
enthusiasm for their roles, their work and the
organization, and ensuring they are associated with the
values of the organization. According to Macey and
Schneider, engagement is different from satisfaction or
commitment. They identified two components of
employee engagement:
•
•

Feelings of engagement (focus and enthusiasm), and
Engagement behavior (proactivity and persistence).

According to William H. Macey and Benjamin
Schneider (2008), employee engagement refers to
positive feelings on the part of employees about their
jobs and also the motivation and efforts put by them
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into their work. Engagement leads to positive employee
behaviors which in turn lead to organizational success.

Associates (2004) described engagement as a measure of
the energy and passion that employees have for their
organizations. Engaged employees are those who acts to
improve business results for their organizations. They
“stay, say, and strive- in terms that they stay with and
are committed to the organization, they say positive
things for their work place, and struggle (strive) to go
beyond to do extraordinary work.”

The term working environment refers to the
surroundings
within
which
employee
work
(www.businessdictionary.com). It includes the physical,
social and psychological conditions and all other factors
that influence work. Working environment also includes
supervisory
support,
recognition
programs,
communication practices etc. (Dr. C.B Gupta, human
resource management, 2008). According to European
Industrial Relations Dictionary (2007) Working
environment covers matters related to work and work
activities, training, health and safety, work life balance
etc. Working environment includes non-pay aspects,
leaves/ breaks, health and safety related aspects such as
lighting and ventilation of work places, safety at work
place, disciplinary procedures (John Black, 2002).

In reviewing the results of 12 major research studies
Gibbons (2006) identified the top drivers of employee
engagement which are as follows:
•
•
•
•
•
•

Working environment is a set of all surroundings,
circumstances, environment, situations, behavior of
employer and colleagues, organizational attitude etc. Up
to great extent, the efficiency of the employees is
influenced by the environment in which he works. On
the basis of review of literature, research done by
Demerouti and Cropanzano, 2010 and Schaufeli and
Salanova, 2008 concluded that even engagement is
associated with employee attitudes, employee
psychological well being, psychological conditions etc.
Working environment is also related to the factors
present at the workplace that gives satisfaction to the
employees. Studies of Mc Cashland 1999, Miles 2001 &
Harter et al., 2002, Holbeche and Springett, 2003 reveals
that employee engagement is something that is produced
by the working environment factors.

•
•

Talent report by Tower's Perrin (2003) identified some
factors which are to be considered for driving employee
engagement. These factors included challenging work,
employee's well being and collaborative work
environment, input on decision making. Career
development opportunity was added as the predictor of
engagement by HR Anexi Blessing White employee
engagement survey report (5 May 2008) Business World.
“HR Special Survey for Indian workers - Engage the
employee” The study concluded that career development
opportunities, more challenging work and more
opportunities to do what employees can do their best are
huge expectations of Indian employees which further
helps sustain the engagement level of those who are
already fully engaged. It was also found that 26% of the
employees as fully engaged and 27% as almost engaged
who are provided with career development
opportunities and training. Further, 16% and 17% of the
employees are found to be fully engaged and almost

REVIEW OF LITERATURE
Empirical evidence shows that there are well researched
axioms regarding the presence of employee engagement
in organizations which is driven by working
environment. There are so many factors in the work
place which impacts engagement level towards
organization and their engagement level enhances their
intention to stay with the organization. Hewitt and
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trust and integrity
nature of the job
the association between individual and company
performance
career growth
pride about the company
attitudes and views of coworkers towards their jobs
and the company;
employee development the extent to which efforts
are made to develop the employee's skills; and
personal relationship with one's manager the extent
to which the employee values this relationship.
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engaged respectively who are given more challenging
work.

environment and employee engagement.
Saks and Rotman (2006) found recognition & rewards as
the significant drivers of employee engagement. Various
researches (Pitt-Catsouphes and Matz- Costa, 2008,
Woodruffe, 2005, Rama Devi, 2009, Pollitt, 2008) found
organizational policies and procedures where employee
is able to balance their work and home environment
leads to higher level of engagement among employees.

Moreover research also found that workplaces that focus
on strategies regarding skill retention and employee
engagement, achieve higher productivity and
performance (Clayton Glen, 2006). He found 9
employee engagement predictors which in multiple
combinations provide a powerful framework for skill
retention across most organizations. Study was
conducted to examine the value of assessment and
feedback in talent engagement and retention. Study
revealed that employee retention and motivation can be
achieved more pleasingly and effectively by focusing on
retention/motivation elements. These predictors
included:
•
•
•
•
•
•
•
•
•

Demerouti and Cropanzano, 2010 and Schaufeli and
Salanova, 2008 found engagement as related with
employee attitudes, employee psychological well being,
psychological conditions etc. Working environment,
including factors present at the workplace that gives
satisfaction to the employees was found to be related
with employee engagement.

organizational process;
role challenge;
values;
work-life balance;
information;
stake/leverage/reward/recognition;
management;
work environment; and
product/service

Employee engagement was found as something that is
produced by the working environment factors (Mc
Cashland 1999, Miles 2001 & Harter et al., 2002,
Holbeche and Springett, 2003)
OBJECTIVES OF THE STUDY
1.

In all cases, he found that the above predictors in
different combinations
cover all aspects of the
businesses likely to impact on employee engagement and
skill retention.

2.

To identify the factors of working environment
which influence the engagement level of the
academicians
To study the impact of working environment on
employee engagement

HYPOTHESIS
Researchers C. Balakrishnan, Dr. D. Masthan, Dr. V.
Chandra (2013) found communication, rewards and
recognition, work environment as the strong predictors
of employee engagement. Further, all these factors along
with remuneration and compensation, relationships
were found to be drivers of retention also. Kahn (1990)
indicated that trust in interpersonal relations with
supportive team drives engagement in employees. It was
found that relationships among employees and with
employer at workplace have positive influence on
employee engagement (May et al., 2004). May et al.,
(2004) and Rich et al., (2010) have established
relationships
between
meaningful
workplace

H01 There is no significant relation between working
environment and employee engagement
RESEARCH METHODOLOGY
The study is empirical in nature. The purpose of the
study was to empirically test the relationships between
working environment and employee engagement and to
state whether these research prepositions could
confidently be accepted or rejected. The study also
focuses on identifying the various factors of working
environment affecting the employee engagement.
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Tools for Data Collection

Statistical Analysis Techniques

Primary and secondary data sources were used to collect
the information. Primary data were collected with the
use of standardized measures with some modifications.
For measuring working environment, questionnaire was
framed after reviewing certain research papers and the
reliability and validity was checked. For employee
engagement, Utrecth Work Engagement Scale (UWES:
Schaufeli & Bakker, 2003) was used. Survey conducted
involved distribution of questionnaires to the faculties
teaching in colleges of Gwalior region. Secondary data
sources included journals, magazines, newspaper article,
research databases like EBESCO and reports from
various consultancy firms like Towers Perrin, Gall up
studies and Corporate Leadership Council (CLC) were
reviewed.

SPSS 20 (Statistical Package for Social Sciences) was used
for data analysis. In the study, reliability was assessed
through Cronbach's alpha. Validity was checked
through face validity and construct validity. Further,
factor analysis was used to determine the underlying
factors of working environment and regression analysis
was used to test the hypothesis formulated by the
researcher.
Instrument Development
Questionnaire was used to collect data. Items for
working environment were self designed according to
the nature of the academic environment. But the help
was taken from the previous studies conducted on
working environment. This scale has 17 items with
acceptable levels of Cronbach alpha of .90. For
employee engagement, Utrecth Work Engagement Scale
(UWES: Schaufeli & Bakker, 2003) was used. All items
were measured with a five-point Likert scale ranging
from 1 (strongly disagree) to 5 (strongly agree).

Sample Size
The population for this study was faculties from private
colleges in the Gwalior region. The sampling frame was
the private colleges situated in the Gwalior region. For
this study, 13 private colleges were selected which were
having 325 faculties in total. Initially about 150
questionnaires were distributed and out of which 139
were received back. But after discarding 9 questionnaires
because they were incomplete only 130 were considered
for further analysis.

Results and Discussion
Reliability Analysis
First of all the reliability of all the constructs was
measured. The tendency toward consistency found in
repeated measurements is referred to as reliability
Carmine and Zeller (1979). The reliability of the
working environment construct items was evaluated
using SPSS software through Cronbach's alpha. The
reliability score of the working environment construct
was found to be of acceptable value i.e. 0.90 (greater than
0.7). High scores of Cronbach's Alpha represent high
consistency and reliability among items in questionnaire
which confirms that the data is suitable for factor
analysis.

Sampling Technique
For the purpose of this study Cluster sampling method
was used. The list of all the private colleges in Gwalior
region was prepared which included 42 private Colleges.
Further, various clusters were formed with the list of
private colleges in that particular area and 2-3 colleges
from each cluster was selected randomly for the targeted
sampling frame. In all total 13 colleges were finally
selected as targeted sampling frame which were having
325 faculties in total. The faculties from each college
have been selected as per their availability in the college
(convenience sampling) with the intention to include at
least 10 faculties from each college.
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Validity Analysis
To test the validity in this study, two most widely
accepted forms of construct validity were examined:
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Item to total correlation and factor analysis. Factor
analysis measures the degree to which conceptually
similar sub-dimensions are distinct. Factor analysis was
performed to see the correlation among measurement
items of each variable. Factor scores of measurement
items were considered acceptable if they exceed .5 (Hair
et al., 2010).

scale and thus can be discarded. It eliminates “garbage”
items prior to determining the factors that represent the
construct Churchill (1979). A correlation value less than
0.2 or 0.3 indicates that the corresponding item does not
correlate very well with the scale overall and, thus, it
may be dropped (Everitt, B.S., 2002)
Item to total correlation values for each item is given in
the following tables.

The item-total correlation test is performed to check
whether any item is not consistent with the rest of the

Table 1 : Item to Total correlation of Working Environment
S. No.

Item

Correlation Value

Accepted or Dropped

1

Provisions related to leave are satisfactory

.516

Accepted

2

Provisions for wage, incentive, bonus etc. are satisfactory

.521

Accepted

3

Organization provides adequate social security

.511

Accepted

4

Working Environment of my organization is good.

.556

Accepted

5

We got comfortable personal work space to work

.640

Accepted

6

Organization has safe and healthy working condition

.596

Accepted

7

My boss always encourages employees

.607

Accepted

8

I get enough guidance from my supervisor / boss

.590

Accepted

9

We have objective performance evaluation system

.509

Accepted

10

Our employer recognizes efficient work

.653

Accepted

11

The policy of the organization motivates me

.608

Accepted

12

There is smooth communication System in the organization

.750

Accepted

13

My organization provides opportunities for career growth and advancement

.612

Accepted

14

Relationship with peers is harmonious

.576

Accepted

15

Relationship with subordinates is harmonious

.596

Accepted

16

Relationship among all departments are cooperative

.565

Accepted

17

There is balanced disciplinary environment

.577

Accepted

Table 2 : Item to Total correlation of Employee Engagement
S. No.

Item

Correlation Value

Accepted or Dropped

1

At my work, I feel energetic

.673

Accepted

2

At my work, I feel strong and vigorous

.703

Accepted

3

When I get up in the morning, I look forward to going to work

.629

Accepted

4

My job inspires me

.612

Accepted

5

I am enthusiastic about my job

.597

Accepted

6

I am proud of the work that I do

.541

Accepted

7

I feel happy when I am working intensely

.526

Accepted

8

I am engrossed in my work

.616

Accepted

9

Time flies when I am working.

.679

Accepted

10

I find the work that I do full of meaning and purpose

.484

Accepted

11

When I am working, I forget everything else around me.

.512

Accepted

12

I am immersed in my work.

.635

Accepted

13

I can continue working for very long periods at a time.

.432

Accepted

14

I get carried away when I’m working.

.572

Accepted

15

At my job, I am very resilient, mentally.

.579

Accepted

16

It is difficult to detach myself from my job.

.389

Accepted

17

At my work, I always persevere, even when things do not go well

.495

Accepted
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FACTOR ANALYSIS

Table 3 : KMO and Bartlett's Test

Factor analyses was performed to analyze
interdependent correlations among a large number of
items which helped to identify common underlying
dimensions or factors (Hair et al., 2010). For extracting
factors, most commonly used method is Principal
component analysis. The absolute value of .50 was set
for the significance of factor loadings. Loading of .50 or
more are practically significant (Hair et al., 2010).

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
Approx. Chi-Square
Bartlett's Test of Sphericity

2328.203

Df

136

Sig.

.000

Factor analysis was conducted to obtain Eigen values for
each item in the data. Three items had Eigen values
higher than Kaiser's criterion of 1 and, in combination,
explained 58.34% of the variance. Table 5 shows factor
loadings after varimax rotation, Eigen values, and the
percentage of variance accounted for by the three
factors. The items that clustered on the same factors
suggested that factor 1 represented relationship &
communication system, factor 2 represents quality of
work life, and factor 3 represents appreciation.
Accordingly, the extracted components were labeled.

The Kaiser Meyer Olkin measure verified the sampling
adequacy for which the value found was 0.883, which is
above the acceptable limit of 0.5 (Field 2009). Barlett's
test of sphericity, chi-square value of 2328.20 at p value
0.000 indicates that it is suitable to apply factor analysis
as high values are shown in below table of KMO test.
A KMO measure of sampling adequacy value is close to
1 (in table 3) which indicates that patterns of
correlations are relatively packed in and so factor
analysis will give reliable factors.

Table 4 : Summary of factors extracted

Factor Name

Eigen Values % variance

Variable Convergence

Loading

1. Relationship &

6.664

5. We get enough personal work space to work

.509

12. There is sound communication System in the organization

.545

14. Relationship with peers is harmonious

.777

15. Relationship with subordinates is harmonious

.749

16.There are harmonious relationship among all departments

.726

17. There is balanced disciplinary system

.695

1. Provisions related to leave are satisfactory

.643

2. Provisions for Compensation and Remuneration are satisfactory

.688

3. Organization provides adequate social security

.800

4. Quality of work life of my organization is good.

.623

13. My organization provides opportunities for career growth and development

.647

6. Organization has safe and healthy working conditions

.531

7. My boss always motivates employees

.709

8. I receive guidance from my supervisor / boss

.803

9. We have objective performance appraisal system

.688

10. My employer recognizes efficient work

.509

11. The policy of the organization motivates me

.524

39.198

Communication System

2.QWL

3.Appreciation

2.059

1.196

12.112

7.035
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all correlation analysis was done on the working
environment and employee engagement used in the
study to measure the association between them.
Correlation between working environment and
employee engagement was found to be r =0.771 at p
<0.01 & n=130 which shows high correlation among
variables. Further, employee engagement was regressed
on working environment.

HYPOTHESIS TESTING
H01: There is no significant relationship between
working environment and employee engagement
Ha1: There is significant relationship between working
environment and employee engagement
To examine the direct effects of working environment
on employee engagement as stated in hypotheses, first of

REGRESSION RESULTS
Table 5 : Model Summary

Model

1

R

R Square

.777a

Adjusted R

Std. Error of

Square

the Estimate

.635

.634

.37212

a. Predictors: (Constant), WE
Table 6 : ANOVAa

Model

Sum of

df

Mean

Squares

1

Sig.

Square

Regression

73.527

1

Residual

42.234

305

115.762

306

Total

F

73.527 530.986

.000b

.138

a. Dependent Variable: EE
b. Predictors: (Constant), WE
Table 7 : Coefficientsa

Model

Unstandardized

Standardized

Coefficients

Coefficients

B
1

Std. Error

(Constant)

.978

.120

WE

.754

.033

t

Sig.

Beta

.797

8.176

.000

23.043

.000

a. Dependent Variable: EE
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The model summary as depicted in table 5 reports the
strength of the relationship between the factors of
working environment and employee engagement.
Working environment was identified as predictor of
employee engagement with R square value of 0.635. It
can be seen that model explained 63.5% of variance in
the employee engagement. As per ANOVA table (table
6) probability value is found to be significant. Thus, the
results of regression analysis reveal that there is
significance relationship between working environment
(t=23.043, p< .001, β =.797) and employee engagement.
Hence, Ha1 is supported.

through making working environment healthy.
Specifically, relationships with colleagues, boss &
communication system, quality of work life and
appreciation are identified as important factors in
contributing towards engagement level of the faculties.
The institutes may focus on these factors in order to
increase the level of engagement.
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CSR Spending and its Relationship with Share Prices
(with Special Reference to Top Indian Auto Ancillary Companies in
Light of Companies Act 2013)
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Abstract
For the purpose of making the firms accountable and responsible towards its stakeholders, Companies Act 2013 has introduced mandatory
contribution of 2% of average net profit towards Corporate Social Responsibility. In the present study, the relationship between Mandatory CSR
spending and Share Prices has been studied for top Auto Ancillary companies listed on NSE. The study can help us to know that whether this
compulsory move by the Government is a burden on the companies or not. Share Prices have been taken as they reflect the wealth of the share
holders and also an impression of investor's confidence. The companies have been divided into various categories on the basis of net profits and the
relationship has been studied for each category and on overall basis. The results depict chance relationship between compulsory CSR Spending and
share prices for all companies except those falling in lowest category of net profits.
Key Words: Corporate social responsibility, CSR spending, Share Prices, Auto Ancillary Companies, Average Net Profits, Companies Act
2013.

INTRODUCTION

C

orporate Social Responsibility has become a
mandatory requirement for most of the companies
except a few. Due to the increasing importance of role of
corporate towards various areas of society, these
corporate are now viewed as not only profit making
institutions but also as contributories towards
betterment of the society. Since they use society's
various resources, they are therefore obliged to give back
to it in most developmental manner. Hence the
government has decided to make them accountable for
the use of society's scarce resources and make them
responsible to pay it back on time as efficiently as
possible.
Corporate Social Responsibility
Corporate Social Responsibility can be defined as an
obligation of a corporate entity to fulfil the

requirements of all its stakeholders through various
activities and programmes prescribed by law. It can also
be defined as maintaining socially responsible
relationships with its stakeholders by contributing to
their well being. Earlier Corporate Social Responsibility
was viewed as a Philanthropic activity which was carried
out voluntarily by the firms. But with the expansion of
businesses across the world and in particular India, there
is a need to keep a track of the resources used by the
firms and how these firms cater to the needs of this
resourceful society through its Social Initiatives. The
social responsibility of a firm means looking after and
contributing towards all the sections of the society at
large such as investors, suppliers, consumers, employees,
government, general public, environment, and country.
The Companies Act 2013
In order to make corporate officially responsible the
Company's Act 2013 in its section135 has prescribed the
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conditions and the manner in which the Corporate
Social Responsibility can be fulfilled by a firm.
According to this section all those companies having

Corporate Social Responsibility Policy:
Provided that the company shall give preference to the
local area and areas around it where it operates, for
spending the amount earmarked for Corporate Social
Responsibility activities:

1.

Net worth of Rs.500 crore or more or Turnover of
Rs.1000 crore or more or Net Profit of Rs.5 crore
or more during any financial year shall constitute a
Corporate Social Responsibility Committee of the
Board consisting of three or more directors, out of
which one director shall be an independent director.
2. The Board's report under sub-section (3) of section
134 shall disclose the composition of the Corporate
Social Responsibility Committee.
3. The Corporate Social Responsibility Committee
shall,
(a) formulate and recommend to the Board, a
Corporate Social Responsibility Policy which shall
indicate the activities to be undertaken by the
company as specified in Schedule VII;
(b) recommend the amount of expenditure to be
incurred on the activities referred to in clause (a);
and
(c) Monitor the Corporate Social Responsibility Policy
of the company from time to time.

Provided further that if the company fails to spend such
amount, the Board shall, in its
Report made under clause (o) of sub-section (3) of
section 134, specify the reasons for not spending the
amount.
Explanation.for the purposes of this section “average net
profit” shall be calculated
In accordance with the provisions of section 198
The Companies Act 2013 has made it mandatory for all
the companies having net worth of Rs 500 crores or
more or turnover of Rs 1000 crore or more or net profit
of Rs 5 crore or more, to spend at least 2% of its average
net profits towards Corporate Social Responsibility. The
average net profits shall be the average of the profits of
three preceding financial years. There are various
dimensions in which the social responsibility can be
fulfilled, such as education, health, environment, art and
religion, culture, creation of employment opportunities,
training and many other ways through which corporate
can contribute towards the upliftment of the weaker
sections of the society and economy as a whole. Every
organisation takes something from the society to carry
out its operations and earn revenue, and hence it
becomes a duty of these organisations to pay something
useful back to the society. Prior to the introduction of
this norm, companies contributed towards social
responsibility voluntarily, but now since it has become
compulsory to spend 2% of average net profit towards
CSR, it also has become inevitable to know that how
such a contribution towards CSR can affect the earnings
of the company and its share prices. The present study
focuses on Auto Ancillary companies in India.

4.

The Board of every company referred to in subsection (1) shall,
(a) After taking into account the recommendations
made by the Corporate Social Responsibility
Committee, approve the Corporate Social
Responsibility Policy for the company and disclose
contents of such Policy in its report and also place it
on the company's website, if any, in such manner as
may be prescribed; and
(b) Ensure that the activities as are included in
Corporate Social Responsibility Policy of the
company are undertaken by the company.
5.

The Board of every company referred to in subsection (1), shall ensure that the company spends, in
every financial year, at least two per cent. Of the
average net profits of the company made during the
three immediately preceding financial years, in
pursuance of its

29

Effulgence, Vol. 14, No.2, July - December, 2016

rejected. According to ( Zaccheaus, Oluwagbemiga,
Olugbenga, Aug 2014 ), In their study on the effect of
CSR on stock prices :empirical study of listed
manufacturing companies of Nigeria, it was concluded
that there was no significant relationship between CSR
spending and stock prices, also no significant effect of
CSR spending on stock prices was found in this study
based in Nigeria. (Nag and Bhattacharya July 2015), in
their research paper presented in a conference held by
Asia-Pacific Economic Association, in Taiwan, in July
2015 on the topic Corporate Social Responsibility in
India :Exploring linkages with firms performance and
development, by taking ROA and PE ratio as measures
of Financial performance concluded that there was a
positive correlation between financial performance and
firms CSR, but insignificant, however, environmental
reporting has negative correlation with financial
performance (Mehta and Chandani Feb 2015) analysed
the correlation of CSR and Financial Performance of top
five Pharmaceutical companies on the basis of Market
capitalisation in which the null hypothesis assuming no
correlation between CSR and Financial Performance
was rejected and concluded a positive and strong
correlation between the two variables. Manchiraju and
Rajgopal (April 2015) in their study “Does Corporate
Social Responsibility (CSR) create shareholder value?
Exogenous shock based evidence from the Indian
Companies Act 2013” have concluded that the share
values are affected negatively of the firms which are
forced to spend the amount as per the act.

REVIEW OF LITERATURE
Before beginning with the research work, we would like
to go through some existing literature on the impact of
CSR spending on the share prices
According to ( Fiori, Donato and Izzo September 2007 ),
in their study on Corporate Social Responsibility and
Firms Performance, an Analysis of Italian Listed
Companies, it was concluded that there is no
relationship between CSR and stock prices, may be due
to a small sample size of 25 companies and some
hindrances in the availability of data on CSR spending
by firms in Italy. (Francesca Di Donato and Maria
Federica Izzo, Jan 2012) in their study on Corporate
Social Responsibility and Stock Prices: An Analysis of
Italian Listed Companies also show negative results. (
Priyanka Aggarwal 2013 ) carried out an empirical
analysis of impact of sustainability performance of 20
companies listed on NIFTY on the financial
performance of the firms, by taking accounting variables
such as ROA, ROE, PBT and also studied the impact of
each dimension of sustainability, such as community,
environment, employee and government on the
performance of the companies. It was concluded that
sustainability performance as a whole has no significant
effect on the financial performance of the companies,
however separate dimensions have varying effect on
financial performance and the firms should use them to
enhance their financial performance.(Daniel Mogaka
Makori and Ambrose Jagongo Oct 2013) in his paper on
Environmental Accounting and Firm’s Profitability
found that environmental accounting has a positive
relationship with Net Profit Margin and Dividend per
Share and a negative relationship between Return on
Capital employed and Earning per Share, where
environmental
accounting
is
represented
by
environmental cost incurred by the companies. (Foram
Mehta and Satish Deodhar, Dec 2014) have used Event
Study methodology to find out the effect of
announcement of compulsory CSR spending on various
firms in food industry and have made a comparison of
stock prices before and after such policy changes.
However the null hypothesis formed that mandatory
CSR affects the stock prices of food firms negatively was
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Based on the above review of the existing literature, the
researcher wants to further explore the connection of
corporate social responsibility of the firms and their
financial performance in Automotive Industry.
OBJECTIVES OF THE STUDY
1.

2.
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To find out the relationship between Compulsory
CSR Spending and Share Prices of the Auto
ancillary companies.
To analyse the effect of Compulsory CSR Spending
on Share Prices of the Auto ancillary companies.

For the analysis part, first of all month end closing
prices have been taken for each company for the year
2014-15. Averages of closing prices have been calculated
to find out the representative price for the year for each
company selected. Data related to CSR Spending has
been taken from the Annexure to the Director’s report
of each company. Hence we collected the data forming
two variables; one the average share prices and second
the CSR spending. Refer (Table 1). CSR Spending is
taken as independent variable whereas Share Prices as
dependent variable. Karl Pearson’s coefficient of
correlation is used to find out the degree of relationship
between the two variables. Linear Regression has also
been used to find out the effect of compulsory CSR
spending on Share Prices of Auto Ancillary companies.
The companies have been further categorised into
various classes again on the basis of Net Profits taking
each class size as 30. There are 17 companies having Net
Profits between 0 and 30 Crore Rupees, 11 companies
having Net Profit between 30 and 60 Crore Rupees, 3
companies having Net Profit between 60 and 90 Crore
Rupees, and 8 companies having Net Profit of 90 Crore
Rupees and above. Overall Correlation and Regression
has been calculated and class wise Correlation and
Regression has also been calculated and a further
comparison has been made between various categories of
companies.

HYPOTHESIS
1.

2.

3.

4.

5.

HI: There is no relationship between CSR Spending
and Share price of the companies having net profit
up to 30 crores.
HI: There is no relationship between CSR Spending
and Share price of the companies having net profit
from 30 to 60 crore rupees.
H1: There is no relationship between CSR Spending
and Share price of companies having net profit
between 60 and 90 crore rupees.
H1: There is no relationship between CSR Spending
and Share price of companies having net profit
above 90 crore rupees.
H2: There is no significant effect of CSR on Share
Prices of the companies.

RESEARCH METHODOLOGY
A sample of top Auto Ancillary companies have been
taken based on net profits. The companies having
negative profits have been rejected. As per the data
available on Moneycontrol.com there are 54 top auto
ancillary companies on the basis of net profit. For the
purpose of this study, companies earning losses have
been rejected; there are few companies of which the
historical price data is not available and some are those
which are not eligible for compulsory CSR spending.
Therefore all these companies have also been excluded
from the sample. Out of the total top ancillary
companies, 39 have been studied in the manner
discussed.

The study has been carried out only for the period of
one year, 2014-15, in which Companies Act, 2013
became applicable.

Table 1 : Names of the companies with their Average monthly Closing prices and CSR spending.

CLASS SIZE on the basis

Name of the company

of Net profit (in crores)

0-30

Mean monthly closing prices

CSR Spending as 2% of average net profits

2014-15 (in Rupees)

of past three years.(in Rupees)

Harita Seating

134.5708

21,00,000

JMT AUTO

25.18

37,000

Talbros autos

102.3667

16,40,000

PPAP Automotive

89.17083

11,11,957

Rane Madras

268.8667

60,78,823

Lumax Inds

359.6917

12,14,000
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30-60

60-90

90 and above

Sona Koyo Stee

45.47083

23,13,000

UCAL Fuels

97.24167

46,29,000

Subros

55.7416

57,32,000

India Nippon

336.525

66,00,000

Hind Composites

808.3333

40,00,000

Rane Holdings

508.5917

67,45,000

Phoenix Lamps

127.121

41,55,306

Shivam Auto

29.26833

45,29,000

Jamna Auto

141.7875

56,43,000

Autolite India

29.16667

0

Wheels

926.1042

1,03,68,000

Federal-Mogul

326.0458

4,00,000

Lumax Auto Tech

241.7417

29,92,000

JBM Auto

166.6575

45,28,000

Minda Corp.

57.5733

28,78,000

Munjal Auto Ind

89.60417

37,99,000

Steel Str Wheel

285.2917

69,74,000

Jay BharatMarut

118.2917

56,20,000

Banco Products

129.6458

1,50,00,000

FIEM Ind

657.2667

81,33,000

Suprajit Eng

118.8708

1,35,74,000

Minda Ind

448.5125

88,00,000

Gabriel India

71.13333

1,08,50,000

Sundaram-Clayto

1462.713

36,00,000

Munjal Showa

172.8167

28,33,032

WABCO India

3961.388

4,73,000

Rico Auto

32.4125

11,00,000

Castex Tech

81.2875

0

Amtech Auto

195.0875

34,35,000

Amara Raja Bhatt

643.5458

9,62,50,000

Motherson Sumi

263.0308

15,00,000

Exide Ind

162.2667

354,81,55,000

Bosch

17340.94

10,34,50,000

Source: Author's Compilation.
After finding the necessary statistics, they were tested
using T test for small samples for each class of companies
falling under a particular net profit category. Test for
significance of Correlation was also used using R table,
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R square has also been calculated to know the level of
determination of share prices by CSR spending. The
tests were used at 5 percent significance level.
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sample of companies falling in a particular profit
category is also small(less than 30). It can be observed
that only for first set of companies having net profit of
up to 30 crores have significant and moderate correlation
of 0.602, rest all other categories of companies have
either positive or negative correlations but, insignificant.

Findings of the Study
As far as the tests of significance of correlation are
concerned, t test values are computed as per Table 2.
And compared with table values of t test table at given
degrees of freedom only for different categories of
companies as T test is a small sample test and hence the

Table 2 : T test to test the significance of correlation calculated between CSR Spending and share prices

Category of

Correlation

T Test Value

Table Value at

Result , If

Company as per

5%

T Test Value>Table

Net Profit

Significance.

Value then Significant

Level

else Not Significant

0-30 Crore

0.602674903

2.72549E-05

2.131

Significant

30-60 Crore

0.021320933

0.00067972

2.262

Not Significant

60-90 Crore

-0.481522049

0.152801447

12.706

Not Significant

90Crore and

-0.15680491

0.32168476

2.477

Not Significant

above
Source: Author's Compilation.
Next we used R table, (Table 3) for testing the significance of correlation, in which correlation for entire set of
companies was also tested with each particular category of company in which, the result was insignificant correlation
for all companies, and other companies falling under categories of net profit of more than 30 crores, hence only the 17
companies having net profit up to 30 crores have significant correlation.
Table 3 : Correlation and R Test
Category of

Correlation value

Table value as

Result: If correlation value > table value at

Company as

per Pearson’s

5% significance level, then significant,

per net profit

correlation table

otherwise not significant.

(in crore)
0-30

0.602674903

0.482

Significant

30-60

0.021320933

0.602

Not significant

60-90

-0.481522049

0.997

Not significant

90 above

-0.15680491

0.707

Not significant

All companies

-0.010581722

0.325

Not significant

Source: Author's Compilation
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R square values have also been computed in Table 4. To know the level of determination of share prices by CSR
spending, hence it can be seen that for most of the companies, the share prices are very weakly determined by the CSR
spending, only except companies with net profits up to 30 crores.
Table 4 : R square values (Coefficient of Determination)

All companies

0.000111973

0-30 crore companies

0.363217

30-60

0.000455

60-90

0.231863

90 above

0.024588

Source: Author's Compilation.
Regression coefficient can only be found out if the correlation is significant, the effect of CSR spending on share prices
can only be seen in case of those 17 companies having net profit up to 30 crores. For the computation of regression
coefficient we used data analysis package of Microsoft excel. The following results have been derived (Table 5)
Table 5 : Regression table for companies having significant correlation
Regression Statistics
Multiple R

0.602675

R Square

0.363217

Adjusted R
Square

0.320765

Standard Error

225.0202

Observations

17

ANOVA
Df

SS

Regression

MS

1

433220.6

433220.6

Residual

15

759511.4

50634.09

Total

16

1192732

Coefficients

Standard
Error

t Stat

F
8.555907

P-value

Significance F
0.01045

Lower 95%

Upper 95%

Lower
95.0%

Upper 95.0%

Intercept

8.949613

96.09614

0.093132

0.927031

-195.874

213.7737

-195.874

213.7737

X Variable 1

5.88E-05

2.01E-05

2.925048

0.01045

1.6E-05

0.000102

1.6E-05

0.000102

Source: Author's Compilation.

Effulgence, Vol. 14, No.2, July - December, 2016

34

The regression equation can be interpreted as
y= a + bx

As far as our second objective is concerned, the effect of
CSR spending can only be seen if the correlation exists,
but for all the companies, it has been concluded that
there is no relationship, hence no effect of CSR
Spending on share prices. However, this effect has been
seen for seventeen companies having significant
correlation between the two variables. As per the
analysis it has been found out that the regression is
significant, and hence CSR spending does affect share
prices but only by 0.00005879 times the change in CSR
Spending. Even though the share prices are slightly
affected but they are significantly affected by CSR
spending for only first 17 companies.

Where y is the dependent variable, in this case, the share
prices, as is the intercept, which is the value of y or share
prices when x i.e. CSR spending is 0.Here for the first 17
companies with significant correlation, the regression
equation is as follows
y=8.949613+0.00005879x
This means, one Rupee increase in CSR spending
increases the share prices by 0.00005879 Rupees.
For significance testing, p value also has been calculated
as 0.0104. the significance level is 0.05, since p value is
less than significance level, the test for regression is
significant and hence only for these 17 companies having
net profit up to 30 crore rupees, the share prices are
affected by CSR spending. For all other companies the
result is insignificant.

One can hence conclude that for Automobile ancillary
companies, the CSR spending can affect the Share Prices
when profits are less than 30 Crore Rupees, and for most
of the cases and on an overall basis there is no
relationship between CSR Spending and Share prices.
Limitations of the Study
Some of the limitations of the study have been:
1. The study is only restricted to auto ancillary
companies
2. Sample size is small and only one criteria is taken
for classifying the companies that is net profit
3. The concept of Compulsory CSR is new, hardly
one year has passed, hence time period of the study
is just one year, and so long term effects cannot be
studied.
4. Share prices are affected by many other factors such
as dividend decisions, earnings etc, and CSR is just
one factor.

CONCLUSION
The main aim of the research was to find out the
relationship of compulsory CSR Spending by
automobile ancillary firms with their Share Prices and
for which these companies were selected based on net
profits and further bifurcated into different classes on
the basis of net profits. As far as all the firms are
concerned, it has been found that there is a very low
correlation of 0.0105, that is 1.5% between share prices
and CSR spending and further the relationship is also
insignificant, resulting in acceptance of null hypothesis
of no relationship between the two variables. Similarly
correlation analysis for different categories of companies
based on net profits was also carried out and all
categories of companies gave insignificant results except
the first 17 companies having net profit in the range of 0
to 30 Crore Rupees. For these 17 companies only the
Correlation of 0.602 was significant resulting in rejection
of null hypothesis H1 (1) of no relationship. For rest of
the categories, the null hypothesis was accepted
indicating no relationship between CSR spending and
share prices.

Future scope of the study
1.

2.

3.
4.
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The study can be extended to other industries; the
area of study can be expanded to include many
other firms.
The effect of CSR spending can be studied with
other financial measures to judge its effect on overall
profitability rather than just the share prices.
The number of years can be further increased
CSR spending can be studied from accounting
perspective also such as studies relating to CSR
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reporting practices and its effects on overall financial
performance.

“Effects of corporate social responsibility
performance (CSR) on stock prices: Empirical study
of listed manufacturing companies in Nigeria.”
IOSR Journal of Business and Management,
16(8):112-117.(2014).
10) www.moneycontrol.com
11) www.ministryofcorporateaffairs.com
12) www.mca.gov.in
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Sustainability through Going Green: An Empirical Study of Service Firms
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Abstract
Increased deterioration of the ecosystem has raised concern for environmental protection around the world. Increasing thrust on environmental
issues and consumers' awareness in this regard has created a pressure on the corporate sector to adopt green marketing practices. Realizing the
importance and strategic implications of pursuing green marketing practices in terms of favourable economic, social and environmental outcomes,
firms have started taking initiatives in this regard with a greater rigour. In comparison to the manufacturing sector, service organizations consider
the demonstration of green commitment a difficult endeavour and hence adopt green strategies in their operations and processes. It is in this context
that the present paper examines green marketing activities followed by service firms and the subsequent impact of implementing these practices on
firms' overall sustainability. Using Confirmatory Factor Analysis (CFA), the study generates three dimensions of green marketing practices for
services namely, 'Green Service Policy', 'Green Service Support', and 'Green Service Delivery'. The results of Structural Equation Modeling
(SEM) provide a good fit for the relationship between green marketing practices and sustainability of service firms. The paper ends with
suggestions and implications for marketers, firms and policy makers and outlines future scope of research in this area.
Key Words: Green Service Policy, Green Service Support, Green Service Delivery, Financial Sustainability.

INTRODUCTION

T

he world has witnessed tremendous change and
growth in the service sector over the past few
years. Indian economy too has witnessed a significant
development, with services sector contributing around
52 percent to the GDP in 2014-15 (India Brand Equity
Foundation) and having a compound growth rate at 9
percent (Economic Survey). However, the development
process has taken a toll on the environment leading to
its deterioration, reduction in bio-diversity, ecological
imbalances and global warming. Many business
organizations have started paying attention to the
natural environment and environmental concerns have
increasingly spread throughout the body of

environmental literature over the past few years. As
environment is no longer considered a cost of doing
business; rather serves as a catalyst for constant
innovation, new market opportunity and wealth
creation (Denton, 1996), a paradigm shift from
'conventional
management'
to
'environmental
management' has also been witnessed in recent times
owing to its contribution to both economic and
environmental sustainability (e.g. Hoque and Clarke,
2013).
Drivers for Green Adoption
Studies conducted in the past attribute the increasing
environmental concern to multiple factors. Some of the
prominent drivers identified in this regard (see Table 1)

* Assistant Professor, P.G.D.A.V. College (Eve), University of Delhi
** Associate Professor, Faculty of Management Studies, University of Delhi

include moral obligation, recognition of social
responsibility concept, government and regulatory
pressure, competitors' and stakeholders' pressure,
marketing factors, public and ecological concerns, and
cost factors (e.g. Polonsky, 1994; Stead and Stead, 1995;
Anderson, 1998; Berry and Rondinelli, 1998; Charter
and Polonsky, 1999; Banerjee et al., 2003; Hahn and
Scheermesser, 2005; Belz and Schmidt-Riediger, 2009;
Tiwari et al., 2011; Mohajan, 2012; Afande, 2012). In
addition to the pressure felt by the firm from its
stakeholders, there is a pressure for ecological
sustainability which requires firms to operate in a
manner causing minimum harm to the environment and
incorporate environmental issues in the corporate
culture (Smith and Perks, 2010).

readiness of implementation at two levels in the
organization i.e. the strategic level (management
willingness) and the tactical level (resource allocation
and attitudes). The researcher categorized these factors
under three broad heads i.e. management factors,
internal factors and external factors. Management factors
incorporate strategies/policies and mindset of the
management. Internal factors include systems, measures,
need to advance and performance enhancement. The
third type of factors i.e. External factors include- laws and
regulations, social pressure, market trends and
competition. So, the above three factors affect the
adoption of sustainability strategy and consequently the
sustainable development performance.
A study conducted in Jordan by Abu-Elsamen and AL
Dmour (2011) examined the factors affecting the
adoption of green marketing practices by industrial
manufacturers in Jordan. The main antecedents for
green marketing adoption have been identified as social
responsibility, environmental responsibility, advanced
and innovative management and managerial attitude
towards green marketing. The results of the study
indicate that though social and environmental
responsibility has a positive relationship with green
marketing adoption, there is lack of significant
relationship between managerial attitude, innovative
management and green marketing adoption.

A study by Anderson (1998) classified the reasons for the
adoption of green practices into three categories. The
first category comprise of tactical reasons such as
avoiding fines for breach of environmental legislation,
heavy taxes and bad publicity. The second reason
includes marketing reasons such as exploitation of new
market niches. The third motivating force comprise of
strategic reasons which include gaining the trust of the
environmentally aware and influential stakeholders,
reduction of operational costs and risks. The last
category comprise of altruistic or moral reasons which
leads to the adoption of environmental practices by the
companies voluntarily.

In a recent study, Khurana et al. (2014) suggested
categorization of major motives into two: internal
motives and external motives. Internal motives include
strategic motives (profitability), moral motives (moral
duty towards society), personal values and beliefs of the
managers. On the other hand, external motives include
legislations (national and international), availability of
natural resources, climate change, pollution, pressure
from the local authorities, agreements made between the
company and the authorities and change in the lifestyle
of the people.

In another study conducted by Lyon and Maxwell
(2008), the authors identified some demand and supply
side forces as powerful drivers for the adoption of green
marketing practices. While factors such as growth,
increase in quality, and level of competition, green
investors, employees and international markets
constitute the demand side forces; factors such as
resources use efficiency, pollution reduction and cost
reduction have been identified as supply side forces.
Law (2010) investigated the factors leading to the
adoption and implementation of sustainability
development strategies among high-tech manufacturing
firms in Taiwan. The study also aimed at identifying the
relationships between the motivating factors and the
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Besides this, green marketing practice adoption is also
influenced by the keenness of management in embracing
innovation in the organisation. The firms adopting
innovative green marketing practices generally exhibit
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the following characteristics: growth orientation,
vigilant and aware management, commitment to
investment in technology, acceptance of risk, crossfunctional operations, and receptivity to new externally
developed technology, adaptability to change, active
involvement of employees and diverse range of
knowledge and skills and top management involvement
(Heinonen and Tuominen, 2011).

Besides this, a host of benefits such as reduced costs,
increased competitiveness, increased profitability,
protection from risk, enhanced productivity and
efficiency, improved corporate image, higher employee
morale, and long-term success of the firm attached with
green practices act as motive for green adoption by
companies at large (Savitz and Weber, 2007). An
overview of the major driving forces, as identified from
the literature, is provided in Table 1.

Table 1 : Major Drivers for Adoption of Green Marketing Practices
Study

Major Drivers

Polonsky (1994)

Moral obligation, Regulatory and Governmental pressure, Cost factors and Viewing Green Marketing as
an Opportunity

Stead and Stead (1995)

Ecological concerns, Economic incentives and Green Stakeholders pressure

Berry and Rondinelli (1998)

Regulatory Demands, Cost Factors, Stakeholder Forces and Competitive Requirements

Anderson (1998)

Tactical reasons, Marketing reasons, Strategic reasons and Altruistic or Moral reasons.

Charter and Polonsky (1999)

Moral obligation, Government pressure, Opportunity, Competitors’ pressure and Cost factors

Henriques and Sadorsky (1999)

Regulatory Stakeholders, Organizational Stakeholders, Community Stakeholders and the Media

Banerjee, Iyer and Kashyap (2003)

Public Concern, Regulatory Forces, Competitive Advantage, and Top Management Commitment

Hahn and Scheermesser (2005)

Ecological concerns, Economic incentives, Green Stakeholders pressure and Ethical reasons

Savitz and Weber (2007)

Increased profitability, Protection from risk, Increased productivity and efficiency, Improved corporate
image, Higher employee morale and Increased customer goodwill and Long-term Success

Lyon and Maxwell (2008)

Demand side forces, Supply side forces, Public politics, Private politics, Welfare

Belz and Schmidt-Riediger (2009)

Consumers, Retailers, Competitors, Legislators, Top management/owners, Public exposure and Industry
membership

Law (2009)

Management, Internal factors, External factors

Dief and Font (2010)

Altruism, Competitiveness and Legitimization

ElTayeb, Zailani and Jayaraman (2010)

Regulations, Customer pressures, Social responsibility

Amjad-Elsamen and AL Dmour (2011)

Social responsibility, Environmental responsibility, Advanced and innovative management and
Managerial attitude towards green marketing

Biswas (2011)

Greater profits, New business opportunities, Reduced costs, Minimization of risk, Enhancement of
reputation and Contribute to the common good

Tiwari, Tripathi, Srivastava and Yadav (2011)

Recognition of social responsibility concept, Governmental pressure, Competitive pressure and Cost or
profit issues

Reutlinger (2012)

Cost-Savings, Leadership, Trust, Competitive Advantage, Retention of Employees and Company’s image

Mohajan (2012)

Cost advantage, Competitive advantage and Governmental pressure

Afande (2012)

Regulations, Expected business benefits, Customer pressure and Corporate social responsibility

Tan and Yeap (2012)

Competitive advantages, Improving ecological performance, Reducing operational costs, and Enhancing
corporate image

Mohanasundaram (2012)

Opportunity, Social responsibility, Governmental pressure, Competitive pressure and Cost reduction

Siddique, Hayat, Irfan and Rehman (2013)

Legislation, Competitiveness and Ethical reasoning

Khurana, Yadav and Rai (2014)

Internal motives and External motives

and Expected business benefits

(Source: Literature review)
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workforce optimization. Biswas (2011) conducted a
study particularly in the context of banking sector and
identified two components of green strategies. These
include: managing environmental risks and identifying
opportunities
for
developing
innovative
environmentally oriented products. Another significant
categorisation of green practices adopted by services has
been provided by Wong et al. (2013). The two broad
categories suggested in the study include the aspects of
'green service delivery' and 'green service support'. While green
service delivery represents all the green practices which the
firms adopt in delivering its services in an
environmentally responsible manner, green service support is
a peripheral service that supplements core service
delivery and adds value to the core services by providing
information and benefits, such as online inquiry,
product collection for maintenance, and product end-oflife management, in an environmentally friendly
manner. In addition to these, service companies have
been adopting various other green practices such as
assessment of carbon credits earned, funding green
projects, paperless transactions, use of renewable energy
sources in operations, planting trees, construction of
green buildings and environmental awareness generation
programs.

Green Marketing Practices for Services
Though the major environmental abuses and the efforts
to be environmentally friendly are more prominent
among the manufacturing sectors of the economy
(Grove et al., 1996), environmental ramifications of less
obvious and intangible processes of service organisations
cannot be ignored. In order to mitigate the hazardous
impact of waste and pollutants generated in service
delivery and processes, adoption of environmental
friendly practices by service firms is indispensible.
Realizing the importance of ecological service practices
and their linkages with sustainable performance, firms in
service sector, in both developed as well as developing
economies, have started adopting green marketing
practices with a greater rigour. However, the extent of
adoption of such practices may vary with the nature of
service being provided. For instance, the impact of the
activities of banks, financial institutions, telecom service
providers etc. may not be so rigorous than that of hotels,
restaurants or hospitals.
Researchers have suggested various classifications of the
diverse nature of green marketing practices for services
that tend to vary from firm to firm. For instance, the
classification by Harter and Sova (2008) emphasizes on
four broad areas of green service practices namely, 'supply
chain', 'internal operations and governance', 'green offerings', and
'marketing and communications' that include a wide range of
activities such as use of renewable energy, investment in
new green technologies, minimal material support (e.g.
paper, plastic), minimal travel (e.g. teleconferences),
introduction of e-billing, waste-reduction and recycling
programs, carbon offset, green application packages, lifecycle assessments, green shop concept, green partner
brands, green campaigns, e-billing and environmental
reporting. In another study conducted by Ritu (2014),
green marketing practices have been categorized under
three heads- supply chain management which includes
adopting techniques and plans to minimize inventory
wastage and adopt carbon footprint design, customer
relationship management which includes the use of electronic
means to maintain contact and correspond with
customers, and enterprise resource management comprising of
activities and techniques for paperless transactions and
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Going
Green:
Sustainability

Way

towards

Organisational

The term sustainability has become a popular notion in
recent literature. As a system concept, it recognizes the
relationship of an entity with the system in which it
exists the firm within society and the ecology of the
planet (Obermiller et al., 2008). Sustainability has now
become a holistic approach integrated in the routine
activities of the companies and for some it has become a
part of their core values (Reutlinger, 2012).
There is sufficient evidence to support that the adoption
of green practices by a company ultimately leads to its
sustainable development (Coddington, 1993; Fuller,
1999; Polonsky and Rosenberger, 2001; Sheth and
Paravtiyar, 1999; Saxena and Khandelwal, 2010; AbuElsamen and AL Dmour, 2011). Though green practices
entail increase in the initial cost but have a positive
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impact on long term sales growth and profitability
(Stead and Stead, 1995; Hahn and Scheermesser, 2005;
Savitz and Weber, 2007; Cronin et al., 2011; Mohajan,
2012; Reutlinger, 2012), competitive advantage, cost
savings, market opportunities and financial returns
(Charter and Polonsky, 1999; Klassen and Whybark,
1999; Christmann, 2000; Zulkifli and Amran, 2006).
However, the impact of company's financial
performance on its sustainable development has been
found to be situational and contingent on the industryspecific factors (Law, 2010).

profitability does not tend to rise. Another recent study
conducted by Leonidou et al. (2012) reveal that the
adoption of green marketing practices positively
influence firm's performance, particularly the firm's
product market performance which is positively
impacted by green product and distribution programs,
while firm's return on assets is positively impacted by
green pricing and promotion practices. Moreover,
industry-level environmental reputation moderates the
links between green marketing program components
and firms' product-market and financial performance
while the slack resources and top management risk
aversion are conducive to the adoption of green practice
adoption , though operating as substitutes.

Financial benefits in terms of increased sales,
profitability and decreased cost have been identified as
key outcomes of the adoption of green measures by
majority of firms, both in the service as well as the
manufacturing sector (Baverstam and Larsson, 2009).
Studies conducted in the past indicate that a positive
relationship exists between the adoption of
environmental management practices and financial
performance of the companies (Kassinis and Soteriou,
2003; Lucas and Wilson 2008). The findings of an
empirical study conducted by Saxena and Khandelwal
(2010) for three sectors- consumer durable, non-durable
and services indicate that industries have high concern
for environmental protection and have a strong belief
that green marketing is a tool for competitive advantage
and sustainable growth. Another study conducted by
Reutlinger (2012) highlighted the importance of
sustainable marketing in three different countriesSweden, Finland and Germany. Companies in all three
countries were found to exhibit a strong willingness to
implement sustainable marketing practices owing to the
several resultant benefits in terms of cost-savings,
leadership, trust, competitive advantage, retention of
employees and good corporate image.

Arbogast and Thornton (2010) investigated to determine
a list of variables that could help to explain why some
companies are more successful than others in improving
their sustainability ranking. A regression model was
developed comprising of 6 independent variables. These
include- Leadership diversity, Industry Group Percentile
based on waste productivity, Industry Group Percentile
based on water productivity, Sustainability leadership,
Industry Group Percentile based on energy productivity;
and Percent tax paid in cash. The study concluded that
to thrive in this global business environment and attain
competiveness, embracing sustainability measures and
leadership diversity is indispensible. Further, the
companies can utilize green strategies as a tool to
enhance corporate reputation and attract new customers
by responding to and encouraging increasing
environmental concerns and green consumer sentiments.
Such practices can also be used as a tool to differentiate
the brand of the company which further may entail
greater brand equity as compared to non-green
competitors in the market.

A study conducted by Gonzalez-Benito and GonzalezBenito (2005) highlighted the multi-dimensional
relationship which exists between environmental proactivity and business performance. The findings reveal
that environmental pro-activity has a positive impact on
certain operational performance objectives, marketing
performance and competitiveness of the companies.
However, due to high initial investments, short term

Another study conducted by Awan (2011) highlights the
importance of environmental marketing strategies in the
context of firms operating in Sweden. The key findings
suggest that the firms cannot afford to stay away from
green marketing trends and they need to participate in
social programs.
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The studies also point out to the fact that the impact of
green measures may vary with the context i.e. in the
context of low-growth industries, particularly service
industries, a positive marginal effect of green practices
has been found, whereas, in high-growth industries, this
effect is reversed, causing a non-monotonic effect on the
firm's financial performance over the range of industry
growth rates (Russo and Fouts, 1997; Lucas and
Noordewier, 2010). There thus exists ample literature to
support the fact that adoption of green marketing
practices positively impacts the overall sustainability of
service companies in the context of both developing as
well as developed nations.

interviews and visits but in case where personal visit was
infeasible, the questionnaires were sent through e-mails
or through couriers. The questionnaire was pre-tested
using a pilot study with some prominent academicians,
researchers and chief managers of some companies for
their feedback. In the light of the suggestions,
modifications were made and an attempt was made to
generate additional items that had not been suggested in
the literature along with deleting items not much
relevant in the current scenario. The final questionnaire
so developed was then used for the purpose of data
collection.
The questionnaire was divided into three sections that
sought information on respondents' background as well
as their response to various parameters under study such
as green marketing practices adopted and their impact
on sustainable business performance of the firms.
Previously developed measures were adopted to obtain
companies' responses to various statements on a fivepoint Likert scale, with a set of forty one items
representing drivers for adoption of green practices,
nineteen items representing response to green marketing
practices, and a set of six items representing
sustainability indicators (see Table 2).

OBJECTIVES OF THE STUDY
The present study attempts to make a useful
contribution by providing an understanding of the green
marketing practices adopted by the service firms under
study. The study further aims at examining the impact
of green marketing practices on financial sustainability
of the firms. More specifically, the study aims to:
1.
2.
3.
4.

Identify and confirm the drivers of green adoption
by service firms.
Explore and confirm the dimensions of green
marketing practices for firms in the service sector.
Assess the performance of service firms on
dimensions of green marketing practices and,
Examine the relationship between green marketing
practices and sustainability of service firms.

RESEARCH METHODOLOGY
The primary responses for the study have been obtained
by using a structured questionnaire, administered
personally to a sample of 50 service firms comprising of
banks,
financing
companies,
IT
firms,
telecommunication companies and hospitals. The
population has been accessed through Economic TimesTop 500 companies' database. The respondents
comprised of the top official of the companies including
Marketing Managers, General Managers and other
concerned official who had access to the privileged
information on environmental initiatives and policies of
the companies. The data was collected through personal

Effulgence, Vol. 14, No.2, July - December, 2016

42

Table 2 : Measures used in the Study
Construct

No. of
Items

Item Description

Green Marketing Practices

19

Systems for measuring environmental performance, Environment training Gonzalez, 2005; Harter and Sova, 2008; RBI’s
programs, environmental policy, environmental plans and projects, E- Guidelines, 2007; Wong et al., 2013
payment system , Web conferencing, environmental commitment in
communications, reuse and recycling activities, handling e-waste

Drivers for adoption of green
marketing practices

41

Environmental concern, Ethical concern, Competitive advantage, Abu-Elsamen and AL Dmour, 2011; Banerjee et
Stakeholders’ pressure and Management attitude
al., 2003; Baverstam and Larsson, 2009; Chen
and Chai, 2010; Cronin et al., 2010;
Henriques and Sadorsky, 1996

Financial
Indicators

6

Increased profitability, Increased sales, Decreased cost, Carbon credits Fiskel et al., 1999; Leonidou et al., 2012
earned, Return on equity and Return on assets

Sustainability

results of reliability analysis (see Table 3) reveal good
internal consistency of the items measuring the
underlying constructs, as indicated by the Cronbach
alpha (α) values which exceed 0.70. Further, all the values
of Composite Reliability are greater than 0.70 and range
between 0.90-0.95 which confirms the existence of
internal consistency. The values of Average Variance
Extracted, Maximum Shared Variance and Average
Shared Variance confirmed the validity of measures used
in the study. Subsequent Confirmatory Factor Analysis
(CFA) suggested deletion of some items, with the final
model with twenty four items yielding a good fit
(CMIN/df= 1.376, RMSEA=.088, GFI= .692, AGFI=
.618, CFI=.916, NFI=.754 and TLI=.904).

Analysis and Discussion
1.

Source

Drivers for Adoption of Green Marketing Practices
by Service Firms

In order to identify the latent drivers for adoption of
green marketing practices by service firms, exploratory
factor analysis was applied on the set of forty one items
generated through extensive literature review. KaiserMeyer-Olkin measure (0.605) indicated adequacy of
sample for factor analysis. The five factors so obtained
explained 76.087 percent of the total variance and were
named as 'Environmental concern,' 'Ethical concern', 'Stakeholders'
pressure', 'Management attitude' and 'Competitive advantage'. The

Table 3 : Reliability Estimates of Drivers for Green Adoption
Driver

Sample Items

Environmental
Concern
(10 items)

Environmental- friendly technologies, techniques to improve
energy or water efficiency, deterioration of environment is a serious
problem, pollution prevention programs, urging neighbours not to
use products polluting environment

Stakeholders’
Pressure
(10 items)

Management Attitude
(8 items)

Competitive Advantage
(7 items)

Ethical
Concern
(6 items)

Composite
Reliability

AVE

Cronbach
Alpha
(a)

0.926

0.779

0.956

Government influences the adoption of green marketing practices,
competitors have a role to play in our green marketing initiatives,
consumers influence the adoption of green marketing practices

0.937

0.750

0.948

Adoption of green marketing is a managerial burden, company
constantly modifies existing products, improve production
processes management to follow green marketing practices

0.935

0.742

0.952

0.946

0.779

0.955

0.923

0.750

0.934

Green marketing strategies can be used as a differentiating factor,
easy for our competitors to imitate our green marketing practices,
adoption of green marketing practices provides competitive
advantage, firm can enter new markets by adopting environmental
strategies
The policies of our company are based on ethical values, company
follows a set of principles of personal and professional conduct,
company inspired by ethical conduct does a profitable business
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2.

Green Marketing Dimensions for Service Firms

clearly indicates existence of convergent validity.
Similarly, the values of Maximum Shared Variance and
Average Shared Variance were found to be less than
Average Variance Extracted, thus confirming the
existence of discriminant validity.

In the next stage of analysis, exploratory factor analysis
was applied on the set of 19 items representing various
aspects of green marketing practices. The three factors 'Green Service Policy', 'Green Service Support', and 'Green Service
Delivery' explained 75.77 percent of the total variance and
were tested for reliability and validity. As presented in
Table 4, the Cronbach alpha (α) values exceed 0.70,
thereby indicating reliability of scale items. Further, all
the values of Composite Reliability are greater than 0.70
and range between 0.90-0.95 which confirms the
existence of internal consistency. All the values of
Average Variance Extracted are greater than 0.5, which

Confirmatory Factor Analysis (CFA) suggested deletion
of few items and provided a good fit for the final model
comprising of eleven item (CMIN/df= 1.232,
RMSEA=.069, GFI= .838, AGFI= .739, CFI=.975,
NFI=.885 and TLI=.967). This factor structure was
retained for subsequent analysis in the present work.

Table 4 : Factor Loadings and Reliability Estimates
Dimension

Green Service
Policy
(6 items)

Green Service Support
(7 items)

Green Service Delivery
(6 items)

Item
Description

Mean

S.D.

Factor
Loadings

Composite
Reliability

AVE

Measuring environmental
performance
Environmental training programs
Employees for environmental
management
Definition of environmental
policy
Clear objectives and
environmental plans
Well-defined environmental
responsibilities
Electronic payment system
Concessional loans for
environment-friendly projects
Has Chief Green Officer
Web conferencing
Information about environmental
management
Sponsors environmental events
Highlights environmental
commitment in communications
Eliminates post-dated cheques
Power-down CPU and peripherals
during inactivity
Reduce paper consumption

4.120

.939

.891

0.929

0.658

Cronbach
Alpha
(a)
0.927

4.080
4.140

.876
.756

.831
.761

4.100

.909

.796

3.960

1.009

.833

3.880

.895

.703

3.940
3.860

1.018
.947

.869
.886

0.947

0.742

0.945

4.080
3.760
3.840

.876
1.079
1.131

.725
.843
.833

4.020
3.860

1.097
1.106

.707
.854

4.220
4.140

.887
.903

.859
.905

0.929

0.771

0.927

4.240

.959

.807

Re-use paper

4.060

1.038

.868

Use emails for sending office
documents
Disposal of e-waste

4.120

.848

.830

4.040

.988

.816
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An analysis of the performance of service firms on three
dimensions of green marketing practices provides
interesting results. With respect to 'Green Service
Policy', the findings indicate that the service firms not
only employ people for environmental management but
also measure their environmental performance in terms
of carbon emissions, carbon credits earned, reduction in
pollution etc. The mean score for 'well-defined environmental
responsibilities' is the lowest indicating that there is a lack
of clarity amongst the employees regarding the activities
to be performed in order to improve environmental
performance. Hence, the companies need to work in this
direction to make environmental management system
more efficient. When examined for the dimension of
“Green Service Delivery', the findings reveal that the
main component of green marketing practices of the
service firms under study is the reduction of paper
consumption and wastage during the service delivery
process. For instance, companies may prefer giving
service receipts through mail rather than on paper. On
the other hand, companies are not much conscious
about disposal of e-waste, as indicated by the mean score
of this item. The results are encouraging for the third
dimension of 'Green Service Support' and show that the
majority of companies appoint chief green officer to
manage their green marketing practices and also sponsor

environmental events as part of their green initiatives.
However, a face-to-face meeting with clients is still
preferred over web conferencing.
3.

Relationship between Green Marketing Practices
and Sustainability of Service Firms

The relationship between the green marketing practices
and sustainability of service firms and is examined
through Structural Equation Modeling (SEM) (see Figure
1). The overall fit measures suggest a good fit for the
relationship between green marketing practices and
sustainability of service firms (CFI = 0.981, GFI =
0.975, AGFI = 0.874, NFI = 0.943, CMIN/DF = 1.403,
RMSEA = 0.091). At an aggregate level, the SEM results
show a positive and significant impact of green
marketing practices on firms' sustainability (b=.474,
p=.008). A dimension-wise assessment further reveal a
positive and significant influence of 'green service
policy' and 'green service delivery' on financial
performance (βb=.517, p=.000 and βb=.281517, p=.053
respectively). The impact of 'green service support'
however, is found to be insignificant (βb=.200, p=.166).

Figure 1 : The Structural Model

45

Effulgence, Vol. 14, No.2, July - December, 2016

aspect shall require a change in all the related activities,
thus necessitating a complete overhaul in all major
strategies of the company. Thirdly, the top management
should adopt a holistic approach and try to involve all
the departments instead of just involving the marketing
department. All the executives and functional managers
should be consulted and actively involved in
formulation of green policies and implementation of
green programs. Suggestions should be taken for
successful implementation and feedback should be
invited so as to make necessary changes to improvise
such programs. Green policies and programs should be
posted and regularly updated on the company's website
so as to communicate such policies to the whole
organization. Adequate training programs should be
conducted by experts so as to familiarise the
management and employees with the benefits and
technicalities involved in implementation of green
strategies. Lastly, green marketing programs should be
continuously reviewed and updated so as to incorporate
changes in technologies and other developments in both
internal as well as external environment.

CONCLUSION
The role of companies for achieving sustainable
development has been discussed vividly over the last few
decades. Increased pressure from competitors,
government, community and other stakeholders have
made the firms consider the environmental implications
of their activities. Consumers too have starting
exhibiting a favourable response for companies with
high sustainability and greater commitment to
environment. However, in comparison to the
manufacturing sector, adoption of green marketing
practices in services is a difficult endeavour and is often
more dominant in terms of service operations and
processes. Through an empirical research, the present
study provides useful insights into the green marketing
practices adopted by service firms in the context of a
developing economy like India where environmental
concern is on a rise. Using confirmatory factor analysis
approach, the study confirms five drivers ('Environmental
concern,' 'Ethical concern', 'Stakeholders' pressure', 'Management
attitude' and 'Competitive advantage') of the adoption of green
marketing practices by firms. The paper confirms three
dimensions of green marketing practices for services
namely, 'Green Service Policy', 'Green Service Support', and
'Green Service Delivery' and establishes the structural
relationship between the implementation of such
practices on the overall sustainability of service firms. In
view of the optimistic response of service sector firms
towards adoption of green practices, the study suggests
implications for the marketers and policy makers for
effective implementation of green programs in future.
The first and foremost requirement is the active
participation and commitment of the top management
and the owners. They should be convinced of the
benefits of green marketing practices and should exhibit
their enthusiasm and support for successful
implementation of such programs. Besides chief green
officers and General Managers-Environment, green
champions may be deputed to effectively administer the
implementation of green programs. Secondly, the
management should take decisions regarding the major
aspects to be covered under such programs. The
companies should understand that modification of one
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The limitations of the present work may be addressed
by future studies in this area. The study is based on a
small sample of service firms drawn from the survey
database of Economic Times, the ratings for which may
vary every year with the performance of these
companies. Studies in future can make use of a larger and
more
diversified
sample
to
have
greater
representativeness of research findings. Further, the
survey included the participation of only one person
from each service organization who had the knowledge
and information about green marketing practices and
policies of the firm. However, his/her perception and
knowledge about such policies may or may not reflect
all about the green marketing practices of the companies.
The study also could not undertake all the relevant
issues related to green marketing in the context of Indian
industry. It would be worthwhile to have a deeper
understanding of these aspects and their resultant impact
on overall sustainability of service firms.
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Job Inadequacies and its Impact upon Overall Job Performance An Empirical Analysis
* Dr. Nidhi Dhawan

Abstract
The aim of present study is to understand the impact of job inadequacies on overall job performance and to explore the relationships between the
variables. The data for the study was collected from 240 middle level employees working in the public sector banks of Delhi. Two banks selected for
the study are SBI and PNB. The structured questionnaire has been used in the study and was found to be both reliable and valid. The data has
been analysed by using the Structural equation modelling (SEM) and confirmatory factor analysis (CFA). The study reveals that there is a
negative impact upon overall job performance as there predictors personal inadequacy (-0.11), resource inadequacy (-0.47) and financial
inadequacy (-0.071) as stressors are negatively associated with it. Higher the impact of these stressors, lower the overall job performance.
Correlation (0.45) is found among the personal and resource inadequacy as stressors; resource inadequacy and financial inadequacy (0.37) and
personal and financial inadequacy (0.47) and overall job performance has a positive impact (0.66) upon overall job satisfaction. The hypothesis
tested showed a significant and negative relationship between stressors and overall job performance and a positive relationship between overall job
performance and overall job satisfaction.
Key Words: Stressors, personal inadequacy, resource inadequacy, overall job satisfaction.

INTRODUCTION

I

n today's modern world, where everything is very
fast, there should not be any delays in fulfilling
demands of the customers in any organisation, whether
bank or any other sector. This can be achieved only
when things are well organised and planed out properly
as to what is required in every department. If there
happens to be any deficit or any inadequacy, then it may
result in delays and lost transactions for the organisation
and loss of faith for the customers and a cause of stress to
the employees. So, therefore, keeping in light of this, the
present research paper tries to find out the inadequacies
at workplace, if there is any. Inadequacies at workplace;
be it a personal inadequacy, resource inadequacy or
financial inadequacy seems to have an impact upon
overall job performance in the organisations. It may be a

cause of stress and can lead to various problems. Lack of
resources at workplace hampers the progress of
employees and affects their overall job performance in
the organisation.
INADEQUACIES
Personal Inadequacy
When there is an absence of a particular skill, knowledge
and training to do the job in a particular way, it is
personal inadequacy. This may be due to the mismatch
of a person's skills with the job requirement. If the right
job is not given to the right person, then it becomes an
additional source of stress besides having a desired stress
at workplace.
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when there is lack of fitness between a person and
his/her environment, in case there is inability to cope
with the constraints or demands encountered”.

Resource Inadequacy
Resource Inadequacy is another organizational stressor
for employees. Resource Inadequacy means human and
other material resources allocated for the job are
inadequate to meet the demands of the job. Stress due to
resource inadequacy is experienced when resources
external to the role occupant are not available for
carrying out the role responsibilities.

According to Luthans (1988) the three important
dimensions to job satisfaction are: 1) Job satisfaction is
an emotional response to a job situation. 2) Job
satisfaction is often determined by how well outcome
meet or exceed expectations. 3) Job satisfaction
represents several related attitudes which are most
important characteristics of a job about which people
have effective response.

Financial Inadequacy
Lack of sufficient funds to run the business and its
various departments and not able to carry out the
functions properly can lead to stress for employees at
workplace.

Pareek (1993) Personal inadequacy needs to be de
emphasised in the related four groups. It may be noted
that personal inadequacy arises from lack of competence
for performing in the role. Personal inadequacy can be
overcome by competence building through effective
training and development. And resource inadequacy
needs to be de emphasised in the related four groups.

There are various reasons to study stress at workplace
such as globalisation, strategic alliances, technology
causing techno stress, increased diversification of the
workforce, etc. Stressors at workplace could be many
such as stress related different roles, personal and
resource inadequacy, role expectation conflict, role
erosion , role isolation, organisational climate, etc., that
compels one to study and analyse the stressors in the
banking sector.

Pareek (1993) “attributes stress to existing socioeconomic complexity”. Pestonjee (1992) defines “Stress
as unavoidable in modern life”.
Pandey (1997) conducted a study to find the relation in
personal demographics and organizational role stress.
The study was conducted on 61 personnel of Indian
Railways (aged 28-58 years). Role stressors (personal and
resource) were measured by administering the
Organizational Role Stress Scale (Pareek, 1983c). The
analysis revealed a positive but non-significant
relationship of age with all the parameters related to role
stress except role ambiguity. Similarly, they found
positive but non - significant correlation of education
with 10 dimensions related to role stress.

The major reasons to study stress are harmful
psychological and physiological effects on employees,
creating a chain of tension spreading and affecting all the
employees. Stress not only affects the individuals and
their families but is considered to be the major cost to
the organizations nowadays. An organisation can use
programs such as organizational levels Employee
Assistance Programs (EAPs), stress intervention
programs such as changing job design, leadership
practice, organizational structure, training programs,
etc., to reduce stress.

DeFrank, R.S. & Ivancevich, J.M. (1998) Resource
inadequacy is the most important role stressor, followed
by role overload and personal inadequacy. A number of
aspects of working life have been linked to stress.
Aspects of the work itself can be stressful, namely work
overload

REVIEW OF LITERATURE
Selye (1974) without stress there is no life; failure to
react to a stressor is an indication of death.
According to Harrison (1976), “stress is experienced
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Mohsin Aziz (2004) has investigated the ORS on a
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sample of 264 women IT professionals in India to
explore the level of role stress. Resource inadequacy has
emerged as the most affecting as a role stressor, followed
by role overload and personal inadequacy.

Workplace Stress (2015) Rising rates of stress at work
have been observed which can be determined by the
concept of keeping limited control over job tasks and
untold job demands. Job stress is related with heart
attacks, hypertension and other diseases. It's the personenvironment fit that concerns, not the job

Kumar, (2006) Role overload, lack of senior level
support, lack of group cohesiveness, inequity at
workplace, role stagnation, resource inadequacy in the
role, constraints of change contribute to the stress of
employees.

OBJECTIVES OF THE STUDY
The main objective of the study is to analyze the impact
of inadequacies as stressors in the organisations on
overall job performance in the banking sector.

Srivastav (2007) Effective augmentation/redistribution
of resources and/or measures for conservation of
resources are required for overcoming resource
inadequacy.

1.
2.

Chand and Monga (2007) “examined the correlates of job
stress and burn out among 100 faculty members from
two universities. He found that, higher education can
combat stress and burn out related problems among the
faculty members”.

3.

To study the impact of personal inadequacy on
overall job performance.
To study the impact of resource inadequacy on
overall job performance.
To study the impact of financial inadequacy on
overall job performance.

HYPOTHESES OF THE STUDY
The following are the hypotheses of the study:
1. HO1: There is no significant impact of
inadequacy on overall job performance
2. HA1: There is a significant impact of
inadequacy on overall job performance
3. HO2: There is no significant impact of
inadequacy on overall job performance
4. HA2: There is a significant impact of
inadequacy on overall job performance
5. HO3: There is no significant impact of
inadequacy on overall job performance
6. HA3: There is a significant impact of
inadequacy on overall job performance

Gupta and Adhikari, (2008) found a tremendous impact
of role related stressors on employees at workplace.
Kavitha, Kavitha and Arulmurugan (2012) have used
ORS scale on a sample of 264 women IT professionals in
Tamil Nadu to explore the level of role stress. Resource
inadequacy and role overload have emerged as influential
role stressors tag on by personal inadequacy.
Chaudhry, (2013) The academic exposure towards new
challenges has increased level of stress on faculty and its
significance lies in the fact that occupational stress
closely linked with job satisfaction, employee
commitment, employee turnover, organizational
performance and productivity.

personal
personal
resource
resource
financial
financial

RESEARCH METHODOLOGY
Data Collection

Workplace Stress (2015) Stress is a phenomenon which
differs from person to person. People have different level
of stress even in similar situations because of the various
reasons. The intensity of job stress relies on the degree of
the job demands and the ability of the individual to
control these job demands or freedom to make decisions
at the job.

Data has been collected from middle level employees of
top two bank branches of public sector i.e., State Bank
of India (SBI) and Punjab National Bank (PNB) that
have been selected on the basis of high turnover for
research study from Delhi State. A structured
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questionnaire based on five point Likert scale was used
for the sample size comprising of 240 respondents. The
secondary data was collected through research
publications, standard journals, periodicals, and the web.

modelling (SEM) and confirmatory factor analysis
(CFA) for testing the hypothesis.
Reliability Statistics
A use of Cronbach's alpha test and Guttman Split-Half
Coefficient for testing reliability of scales was used and
results are found acceptable.

Statistical Method
The study uses the statistical test Structural equation

Table 1 : Reliability Statistics

SCALE
Stressors Scale

Cronbach's Alpha

Split Half Method

N of Items

0.951

0.928

15

The above table comprising of the constructs shows reliability>0.8
Table 2 : Reliability and Validity of Constructs

Assessing Measurement Model Reliability and Validity - Confirmatory Factor
Analysis
Cronbach's
Alpha

Composite
Reliability

Average Variance
Extracted

Personal Inadequacy

0.834

0.842

0.519

Resource Inadequacy

0.826

0.836

0.507

Financial Inadequacy

0.855

0.857

0.544

Stressors

On the basis of the above table 2, for of all the constructs; reliability > 0.8 and average variance extracted (AVE) > 0.5
which is considered to be highly acceptable.
Model Fit Summary of Constructs
A) Personal Inadequacy Table 3 : Models Fit Summary

Estimates

GFI

AGFI

CFI

NFI

RMSEA

LO 90

Observed

0.993

0.980

0.997

0.992

0.034

0.000
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Note. GFI = Goodness of Fit Index. AGFI = Adjusted Goodness of Fit Index. CFI = Comparative Fit Index. NFI=
Normed Fit Index. RMSEA = Root Mean Squared Error of Approximation.LO 90= Lower limit of the 90%confidence interval of the index
B) Resource Inadequacy Table 4 : Models Fit Summary

Estimates GFI

AGFI

CFI

NFI

RMSEA

LO 90

0.981

0.997

0.991

0.034

0.000

Observed
0.994

Note. GFI = Goodness of Fit Index. AGFI = Adjusted Goodness of Fit Index. CFI = Comparative Fit Index. NFI=
Normed Fit Index. RMSEA = Root Mean Squared Error of Approximation .LO 90= Lower limit of the 90%confidence interval of the index
C) Financial InadequacyTable 5 : Model Fit Summary

Estimates GFI

AGFI

CFI

NFI

RMSEA

LO 90

Observed

0.812

0.927

0.923

0.077

0.045

0.937

Note. GFI = Goodness of Fit Index. AGFI = Adjusted Goodness of Fit Index. CFI = Comparative Fit Index. NFI=
Normed Fit Index. RMSEA = Root Mean Squared Error of Approximation. LO 90= Lower limit of the 90%confidence interval of the index
All the above statistical values (GFI, CFI, RMSEA) as shown in table 3,4 and 5 related to the personal, resource and

financial inadequacy constructs respectively are under
acceptable limit and the model is fit for personal
inadequacy, resource inadequacy and financial
inadequacy constructs.

validity and can be concluded that the construct
significantly explains the variables. Goodness of fit
statistics produced by AMOS software was used to
evaluate whether or not the measurement model fit the
data. All factor loadings and correlations between
measurement error terms are statistically significant at p
≤ 0.05 as they should be.

Measurement Model
Measurement model comprising of constructs personal
inadequacy and resource and financial adequacy has been
measured with the help of measured variables, residual
variables and a latent variable. All the regression weights
are high and significant which ensures the construct
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Figure 1 : Measurement Model based upon Personal and Resource Inadequacy

Standardized factor loadings of all the indicator variables are greater than 0.50 and significant at p ≤ 0.05.
Table 6 : Model fit Summary of the above measurement model as shown in Figure 1

GFI

AGFI

CFI

NFI

RMSEA

LO90

0.935

0.910

0.946

0.921

0.063

0.054

Note. GFI = Goodness of Fit Index. AGFI = Adjusted Goodness of Fit Index. CFI = Comparative Fit Index. NFI=
Normed Fit Index. RMSEA = Root Mean Squared Error of Approximation. LO 90= Lower limit of the 90%confidence interval of the index
The measurement model of personal, resource and
financial inadequacy as stressors shows excellent fit to
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the obtained data in terms of all the selected goodness-offit statistics as shown in table 6.
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Structural Equation Modeling
Figure 2: Structural Equation Modelling showing the impact of personal inadequacy, resource inadequacy and
financial inadequacy on overall job performance and in turn affecting overall job satisfaction

The structural model shows the impact of inadequacies as stressors on overall job satisfaction and overall job
performance. The following table 7 shows the model fit statistics and all the values are within the acceptable range
clearly indicative of the fact that model is fit.
Table 7 : Model Fit Summary of SEM model (Figure 2)

GFI

AGFI

CFI

NFI

RMSEA

LO90

0.902

0.869

0.906

0.880

0.079

0.071

Note. GFI = Goodness of Fit Index. AGFI = Adjusted Goodness of Fit Index. CFI = Comparative Fit Index. NFI=
Normed Fit Index. RMSEA = Root Mean Squared Error of Approximation. LO 90= Lower limit of the 90%confidence interval of the index
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with standardised regression weight of -0.47. Thus, the
null hypothesis that there is no significant effect of
resource inadequacy on overall job performance is
rejected and alternative hypothesis is accepted that there
is a significant effect of resource inadequacy on overall
job performance.

Assessing Structural Model Relationships and Testing
Hypothesis
Checking the critical ratio of standardized regression
weight of each indicator in table 9 and structural path
between variables demonstrates that all factor loadings
are significant at p< 0.05.

HO3: There is no significant impact of financial
inadequacy on overall job performance.

Table 8 : Regression weights

Estimate

S.E.

C.R.

P

Label

JP

<--- PI

-.818

.079

-2.02

***

par_17

JP

<--- RI

-.159

.90

-8.50

***

par_14

JP

<--- FI

-.085

,60

-1.42

***

par_15

The impact of financial inadequacy as stressor can be
seen on overall job performance. It is a negative impact
with standardised regression weight of -0.071. Thus, the
null hypothesis that there is no significant effect of
financial inadequacy on overall job performance is
rejected and alternative hypothesis is accepted that there
is a significant effect of financial inadequacy on overall
job performance.

Table 9 : Standardized Regression Weight
Estimate
JP

<---

PI

-.10.6

JP

<---

RI

-.469

JP

<---

FI

-.071

Major Findings and Discussions
•

Testing Hypotheses

•

HO1: There is no significant impact of personal
inadequacy on overall job performance
•

The SEM model clearly shows that personal inadequacy
as stressor has a negative impact upon on overall job
performance with standardised regression weight of -0.11
and p<=0.05. As the stressor increases, overall job
performance decreases. Thus, the first null hypothesis
that there is no significant effect of personal inadequacy
on overall job performance is rejected and alternative
hypothesis is accepted that there is a significant effect of
personal inadequacy as stressor on overall job
performance.

•

•

•

HO2: There is no significant impact of resource
inadequacy on overall job performance.

•

The impact of resource inadequacy as stressor can be
seen on overall job performance. It is a negative impact
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The stressors personal, resource and financial
inadequacies have a negative impact upon overall
job performance of the employees working in the
public sector banks.
In case of personal inadequacy as a stressor, the
results indicate that the variable “lack of adequate
training” is having the highest standardized regression
weight (0.89).
In case of resource inadequacy as a stressor, variable
“lack of enough resources” is having the highest
standardized regression weight (0.85).
In case of financial inadequacy as a stressor, variable
with highest standardized regression weight is “cash
custody is risk taking” (0.74).
Correlation exists between personal, resource and
financial inadequacy stressors having an impact
upon overall job performance.
The factor that is affecting the most as a stressor is
personal inadequacy (SRW=0.85) out of all the
three stressors.
Overall Job performance has a positive effect on
overall job satisfaction. Positive and direct
correlation signifies higher overall job performance
results in high overall job satisfaction and viceversa. Jamal (2007) “explored that at a conceptual

•

•

level, four types of relationships were proposed to
exist between the measures of job stress and job
performance. One is a negative linear relationship,
when productivity decreases with stress (distress).
Productivity can also increase as a consequence of
stress, thereby implying a positive linear
relationship between the two. Thirdly, there could
be a U-shaped or a curvilinear relationship wherein,
mild stress could increase the productivity initially
up to a peak and then it declines as the person
descends into a state of distress. Alternately, there
need not be any quantifiable relationship between
the two”.
Overall Job performance is affected by stressors at
workplace and in turn affects the overall job
satisfaction of the employees. Srivastava (1983)
“attempted to explore the stress performance
(production) relationship. It was observed that
employees who maintained a constantly high level
of production experienced less role stress as
compared with low production capacity”.
Significant relationship has been found between the
overall job performance and overall job satisfaction.
Beehr, Jex, Stacy & Murray (2000) found “the
relationship between occupational stressors and the
performance of employees of an organization as
well as it can affect the employees psychologically”.

attack, looters, etc. The study shows a significant and
negative effect of stressors (personal, resource and
financial inadequacy) on overall job performance.
Recommendations
Matching of the right job with the right person is must
otherwise the problems as to job satisfaction and job
performance shall always rise. There has to be role
allocation according to skills and qualifications of the
employees.
There is a need to provide proper training to the
employees. It is comparatively better for the
organizations to incur cost on giving training to the
employees to increase performance rather than creating
stress for the employees which again is the cost for the
organization.
Before an organization allocates any work to an
individual, it must make sure that the work matches
with his capability and he can give his maximum.
Lack of enough resources for the execution of task is a
major cause of stress. The result indicates that the
variable “lack of information” (0.74) is the next stressor
which contributes to resource inadequacy to the
employees. Information is one of the most important
resources for carrying out work in the organization.

CONCLUSIONS
Matching of the right job with the right person is not
only a prerequisite for any organisation to achieve its
objectives but also for an employee, so as to achieve job
satisfaction and to work in such a way that improves
productivity and overall job performance. Proper
training must be given to the employees as the lack of it
may be a cause of stress. Adequate skills are required to
handle the job effectively. It is also seen that resource
inadequacies particularly in the form of “lack of enough
resources” is seen as a factor causing stress to the
employees. Insufficient resources may hamper the
progress of the employees resulting in low performance
and low job satisfaction. Employees in the banks
perceive cash custody in banks as risk taking and there
has to be a protection from attacks such as terrorist

An effort of the organization must be towards the
factors that focus on aspects that increase overall job
performance; because overall job satisfaction is
positively related with stress.
Management may adopt stress coping techniques to help
employees coping with the stress.
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Understanding E-Shoppers Behavior in Delhi: Based on Risk Dimensions
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Abstract
The risk consumers' face is considered as a prime concern affecting consumer behavior and decision making process while shopping online. The aim
of this study is to examine the effect of various dimensions of perceived risk on e-shoppers behavior and also to find the relationship between
various demographic variables of e-shoppers and perceived risk. The sample of the study consists of 109 e- shoppers from South Delhi. Data
analysis is done using SPSS software. The results of the study revealed that the financial risk and product risk significantly affect e-shoppers
behavior and Delivery risk and time risk are the most important dimensions which affects almost all the demographic variables of e-shoppers
except gender. The findings of the study have important practical implications for e-retailers, by understanding the relationship between consumer
behavior towards online shopping and perceived risks e-retailers may be able to formulate strategies to make online shopping experience more
secure.
Key Words: Consumer Behavior, Dimensions, Demographics, Online shopping, Perceived Risk.

INTRODUCTION

T

he advent of Internet has strongly influenced the
marketing environment worldwide and the
Internet through e-commerce is a great medium for the
companies to increase their business reach (Alkailani and
Kumar, 2011). It has the potential to impact and
influence a company's marketing strategies. Therefore, it
calls for the need to better know and forecast customer
online shopping behaviors with the aim to design and
maintain successful retail Web sites that go with the
preferences of their target (Vijayasarathy and Jones,
2000). Though the numbers of online shoppers are
increasing, but still there are factors which are
detrimental to online shopping, 58% of the online
shoppers say that online shopping is annoying, puzzling
and overpowering activity (Horrigan 2008). Prior studies
on online shopping research founded that uncertainty
and perceived risk is the key obstruction of online
shopping (Liang and Huang 1998). While doing online

shopping, consumer is exposed to more risk and less
trust than in the physical one as consumer cannot
evaluate the quality of product or service, no face to face
conversation with the sales staff and also the buying is
affected by security and privacy issues (Laroche et al.
2005). A large body of research is available on factors
affecting online shopping and consumer behavior
recently. However, there have been short of consistent
understanding about the impact of perceived risks on
online shopping in Delhi. The researchers aimed to in
depth focus on perceived risks dimensions which are
recognized by past studies and integrate these
dimensions of perceived risks into a research model and
to identify their effect on online shopping.
REVIEW OF LITERATURE
Dai, Forsythe and Kwon (2014) aimed to find out the
impact of previous experience involved with online
shopping on the perception of particular type of risks
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coupled with online shopping and how perception
towards each type of risk impacts consumers' intention
to purchase. The results of the study revealed that
previous shopping experience negatively influences
product and financial risks linked with internet
shopping irrespective of product category. Sinha and
Singh (2014) conducted a study to understand the impact
of various dimensions of risks on the consumers'
attitude while doing shopping using internet and the
differences in the perception of these dimensions based
on income and age. The results of the study revealed that
product performance risk, delivery risk, and financial
risk significantly influence consumers' attitude towards
online shopping. In addition to this, result also revealed
that the perception of all the dimensions fluctuate with
age.

dimensions negatively influence the Saudi consumers'
intention while purchasing apparel online but the extent
of influence of each dimension of perceived risk differs.
Also, it had been observed performance and time risk
affects the consumers' intention the most.
Tasi and Yeh (2010) intended to study the outcome of
website quality particularly product quality information,
competence service quality, design and style of website
and features, and transaction and delivery capabilities-on
perceived risk of information security and privacy and
its relationship with purchase intention. The outcome of
the study revealed that consumers who purchases goods
which are environmentally viable give consideration to
website quality and the results further revealed that
perceived ease of use and usefulness are the dimensions
of information security.

Masoud (2013) conducted a study to look at the
influence of various perceived risk dimensions on eshoppers behavior in Jordan. Researcher has taken into
account six types of perceived risk (product risk,
financial risk, time risk, delivery risk, social risk and
information security risk).The findings of the study
reflected that out of the six dimensions, four dimensions
namely financial risk, time risk, delivery risk and
information security risk significantly affects e-shoppers
behavior and remaining two dimensions i.e. product risk
and social risk donot affect e-shoppers behavior.

Martin and Camarero (2009) developed a model that
reveal an element of trust involved in website and has
taken into account previous experience, physical stores,
firm goodwill and satisfaction of consumer and included
consumer perceived risk as a moderator when doing
online shopping. The results of the study reflected that
consumers who buy the goods frequently using internet
and is satisfied based on their previous experience then
consumer can trust the website and the consumers who
donot have a good previous experience need to check
experience of physical store and goodwill of the firm
apart from quality service.

Zhang et al. (2012) conducted a study to discover the
effect of eight perceived risk dimensions on consumers'
buying behavior. The results indicated that there is
significant influence of five dimensions out of eight
dimensions on consumers' buying behavior namely
health risk, quality risk, time risk, delivery risk and
after-sale risk and remaining three dimensions i.e.
privacy risk, social risk and economic risk negatively
impact consumers' buying behavior.

Kim et al. (2008) studied the influence of risk and trust
on consumers' buying decision process while shopping
online. The results of the study revealed that trust and
risk significantly influence buying decisions. The result
of the study further revealed that trust positively
influences and perceived risk negatively influences
consumers' purchase intention.

Almousa (2011) conducted a study on Saudi consumers
to study the influence of Perceived risk dimensions on
their intention while purchasing apparel using internet.
In his study, he had choosen six dimensions namely
performance, privacy, social, time, psychological and
financial risks. The results indicated that all the six

Salo and Karjaluoto (2007) in their study mentioned
that the type of risks involved in online shopping were
not present in traditional form of shopping like
incapability to touch the product, human interface
missing, expenditure involved in learning how to use
internet, lack of social interaction and privacy issues.
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Forsythe et. al 2006) conducted a study to find out the
perceived benefits and perceived risk involved in online
shopping and to come up with the scale to determine the
benefits and risks involved in online shopping. The
results of the study showed that e-shoppers who bought
the goods repeatedly and spent money are prone to
better benefits and fewer risks coupled with online
shopping.

credit card information, deceptive websites, Privacy risk,
delivery risk and product risk. The result of the study
revealed that the women are prone to more perceived
risks when compared to men.
OBJECTIVE OF THE STUDY
The research paper has two objectives:
1. To study the effect of various dimensions of
perceived risk on e-shoppers behavior.
2. To find the relationship between various
demographic variables of e-shoppers and perceived
risk dimensions.

Garbarino and Strahilveitz (2004) conducted a study to
find out the differences in the perception of gender (men
& women) related to perceived risks linked with online
shopping. To achieve this objective, researchers have
taken into account five types of risk namely misuse of

Figure 1 : Proposed Research Model

between financial risk and
online shopping.
3. Hypothesis: There is
between delivery risk and
online shopping.
4. Hypothesis: There is

HYPOTHESIS
1. Hypothesis: There is no significant relationship
between product risk and consumer behavior towards
online shopping.
2. Hypothesis: There is no significant relationship
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consumer behavior towards
no significant relationship
consumer behavior towards
no significant relationship
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between time risk and consumer behavior towards
online shopping.
5. Hypothesis: There is no significant relationship
between privacy risk and consumer behavior towards
online shopping.
6. Hypothesis: There is no significant relationship
between health risk and consumer behavior towards
online shopping.
7. Hypothesis: There is no relationship between gender
and perceived risk dimensions.
8. Hypothesis: There is no relationship between age and
perceived risk dimensions.
9. Hypothesis: There is no relationship between marital
status and perceived risk dimensions.
10. Hypothesis: There is no relationship between
occupation and perceived risk dimensions.
11. Hypothesis: There is no relationship between
income and perceived risk dimensions.

RESEARCH METHODOLOGY
Sampling: A descriptive study was undertaken in order
to achieve the objectives. A sample is collected using
convenience sampling technique from South Delhi.
Sample Size: 109
Data Source: Primary source of data has been used and
survey questionnaire was designed for primary data
collection.
Development of Survey Questionnaire
The questionnaire had a list of 20 statements related to
product risk, financial risk, privacy risk, delivery risk,
time risk and health risk. Respondents had to choose
one of these options: strongly agree, agree, neutral, agree
and strongly agree.
Data Analysis
Percentage, frequencies methods were used for analysis
of Demographic Profiles. To test the hypothesis, one
way ANOVA and F-test is used.

Results and Discussion
Table 1 : Demographics of Respondents

Variable

Category

Gender
Age

Marital status
Occupation

Income

Frequency

%

Male

64

58.7

Female

45

41.3

18-29

73

66.9

30-41

21

19.3

41-50

15

13.8

Married

38

34.8

Unmarried

71

65.2

Service

53

48.6

Self employed

02

1.8

Student

54

49.6

No income but pocket money

52

47.7

less than 2 Lakhs

06

5.5

2 Lakhs -.5 Lakhs

28

25.7

5 Lakhs and above

23

21.1

109

100

Source:Primary data
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Table 1 depicts out of the 109 respondents in Delhi,
58.7% were male and 41.3% were female. The
respondents were classified into different age group,
majority of the respondents belonged to 18-29 years i.e.(
66.9%) followed by the respondents in the age group of
30-41 years(19.3%) and above the age of 50 years i.e.

(13.8%) . A majority of respondents were student
(49.6%) and 47.7% of the respondents were in the
income bracket of pocket money, 25.7% of the
respondents were in the income bracket of Rs.2 Lakhs
and above.

Table 2 : Cronbach Alpha Value (reliability Analysis)

Cronbach's Alpha value
Measured Variables

Question Item

Cronbach's Alpha
value

Perceived risk

18

. 784

Product risk

3

.715

Financial risk

3

.641

Delivery risk

3

.648

Time risk

3

.664

Privacy risk

3

.697

Health risk

3

.702

Consumer behavior

2

.709

Overall Alpha Value of 20 items

20

.766

To further strengthen the results, reliability Analysis
using Cronbach Alpha test was used (see Table 2), the
Cronbach Alpha values of all the variables were
calculated ranging from .6 to .7 which is more than 0.5
and proves that variables are reliable and acceptable.

behavior. To test the hypothesis H1, H2, H3, H4, H5,
H6, one way ANOVA table was used, consumer
behavior towards online shopping was taken as an
independent variable and various dimensions of risk
namely Product risk, Financial risk, Privacy risk,
Delivery risk, Time risk and Health risk were taken as a
dependent variable.

Analysis of F-Test Between Consumer Behavior And
Perceived Risk Dimensions
The first objective of the study was to find the influence
of various dimensions of perceived risk on e-shoppers
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Table 3 : ANOVA And F- Test Between Consumer Behavior and Perceived Risk Dimensions
Sum of Squares

Df

Mean Square

F

Sig.

ProductRisk

6.146

5

1.229

2.702

.025

FinancialRisk

8.155

5

1.631

2.266

.053

PrivacyRisk

4.178

5

.836

1.177

.326

DeliveryRisk

3.448

5

.690

1.211

.309

TimeRisk

2.602

5

.520

.856

.513

HealthRisk

1.661

5

.332

.606

.695

Source: Author's Research, Criteria: Significance Level= 0.05
Table 3 indicates that the hypothesis 1, 2 are rejected and
hypothesis 3, 4, 5 and 6 are completed accepted. Thus, it
can be said that out of all the six dimensions of perceived
risk, only 2 dimensions i.e. product risk and financial
risk influence the behavior of e-shoppers and there is no
effect of privacy risk, delivery risk , time risk and health
risk on e-shoppers behavior.

shoppers and perceived risk dimensions. To test the
hypothesis H7, H8, H9, H10, H11, one way ANOVA
table was used. While applying ANOVA method,
various dimensions of risk namely Product risk,
financial risk, Privacy risk, Delivery risk, Time risk and
Health risk were taken as a dependent variable and
demographic variables were taken as an independent
variable. This analysis will facilitate in understanding
whether the respondents of hetrogenous demographics
characteristics i.e. age, income, occupation, marital status
and income groups had similar or dissimilar perception
for various sub dimensions of Perceived risk.

Analysis of F-Test Between Perceived Risk Dimensions
And Demographic Variables
The second objective of the study is to find the
relationship between various demographic variables of e-

Comparison between Gender and Perceived risk dimensions:
Table 4 : Anova And F-test For Gender And Perceived Risks Dimensions

Sum of Squares

Df

Mean Square

F

Sig.

Product risk

.193

1

.193

.391

.533

Financial risk

1.866

1

1.866

2.482

.118

Privacy risk

.454

1

.454

.631

.429

Delivery risk

.147

1

.147

.254

.616

Time risk

.247

1

.247

.407

.525

Health risk

.441

1

.441

.818

.368

Source: Author's Research, Criteria: Significance Level= 0.05
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The Table 4 depicts that there is no relationship between gender and perceived risk dimensions. Thus, null
hypothesis H7 is completely accepted.
Comparison between Age and Perceived risk dimensions:
Table 5 : ANOVA and F-Test for Age and Perceived Risks Dimensions

Sum of Squares

Df

Mean Square

F

Sig.

ProductRisk

1.651

2

.826

1.704

.187

FinancialRisk

3.290

2

1.645

2.207

.115

PrivacyRisk

4.166

2

2.083

3.019

.053

DeliveryRisk

.302

2

.151

.259

.772

TimeRisk

5.947

2

2.973

5.318

.005

HealthRisk

3.212

2

1.606

3.101

.049

Source: Author's Research, Criteria: Signifance Level= 0.05
The Table 5 reveals that the hypothesis H8 is partially rejected. Thus it can be said that there is no relationship between
all the dimensions of perceived risk and age except Privacy risk, time risk and health risk.
By using ANOVA METHOD (see Table 5), it is clear that the means of respondents differ significantly for privacy risk,
time risk and health risk. Therefore, Post Hoc analysis has been used to find out which pairs of age group significantly
different from each other.
Table : 5a Post-Hoc Analysis Age And Privacy Risk

95% Confidence Interval
Mean
Dependent

(I)

Std.
(J) AGE

Variable

Differenc

AGE

Sig.
Error

Lower Bound

e (I-J)

PrivacyRisk 18-29 30-40 Yrs

Upper Bound

.50359*

.20569

.042

.0146

.9925

.16073

.23548

.774

-.3990

.7205

Yrs
41-50 Yrs

*The Mean difference is significant at the 0.05 level
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(Table 5a) further depict that e-shoppers belonging to age group 30-40 years are majorly influenced by Privacy risk in
comparison to consumer belonging to age group less than 30 years and above 40 years.
Table 5b : Post-hoc Analysis And Time Risk
95% Confidence Interval
Mean
Dependent

(I)

Std.
(J) Age

Variable

Difference

Age

Sig
Error

Lower Bound

Upper Bound

(I-J)
Time risk

18-29

30-40 Yrs

-.25310

.18516

.362

-.6933

.1871

41-50 Yrs

-.67215*

.21198

.005

-1.1760

-.1682

Yrs

*The Mean difference is significant at the 0.05 level
Table 5c : Post-hoc Analysis Between Age and Health Risk
95% Confidence Interval

Mean
Dependent

Std.
(I) Age

(J) Age

Difference

Variable

Sig.
Error

Lower Bound

Upper Bound

(I-J)
Health risk

18-29

30-40 Yrs

.34029

.17819

.141

-.0833

.7639

41-50 Yrs

-.24384

.20400

.459

-.7288

.2411

18-29 Yrs

-.34029

.17819

.141

-.7639

.0833

41-50 Yrs

-.58413*

.24327

.047

-1.1624

-.0059

Yrs

30-40
Yrs

*The Mean difference is significant at the 0.05 level
Post Hoc analysis (Table 5b & 5c) further depict that e-shoppers belonging to age group 41-50 years are majorly
influenced by Time risk and Health risk in comparison to customer belonging to age group less than 40 years.
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Comparison between Marital status and Perceived risk dimensions:
Table 6 : ANOVA and F-Test Between Marital Status and Perceived risks Dimensions

Sum of
df

Mean Square

F

Sig.

Squares
ProductRisk

0.551

1

0.551

1.125

0.291

FinancialRisk

0.236

1

0.236

0.308

0.580

DeliveryRisk

2.246

1

2.246

4.016

0.048

TimeRisk

3.859

1

3.859

6.730

0.011

HealthRisk

0.073

1

0.073

0.135

0.714

Source: Author's Research, Criteria: Significance Level= 0.05
The Table 6 reveals that the hypothesis H9 is partially rejected. Thus it can be said that there is no relationship between
all the dimensions of perceived risk and marital status except Delivery risk and Time risk.
Comparison between Occupation and Perceived risk dimensions:
Table 7 : Anova and-test Between Occupation and Perceived Risks Dimensions

Sum Of Squares

Df

Mean Square

F

Sig.

Product risk

.789

2

.394

0.801

.452

Financial risk

1.584

2

.792

1.040

.357

Privacy risk

1.731

2

.866

1.214

.301

Delivery risk

3.242

2

1.621

2.920

.058

Time risk

2.424

2

1.212

2.046

.134

Health risk

.101

2

.050

0.092

.912

Source: Author's Research, Criteria: Significance Level= 0.05
The Table 7 reveals that the hypothesis H10 is partially rejected. Thus it can be said that there is no relationship
between all the dimensions of perceived risk and occupation except Delivery risk.
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Table 7a : Post-hoc Analysis Occupation and Delivery Risk
95% Confidence Interval
Mean
(I) Occupation

Dependent

(J) Occupation

Sig.

Upper

Difference (I-J)

Lower Bound
Bound

Variable
Delivery risk

Service

Self Employed

.10063

.981

-1.1751

1.3763

Student

.34754*

.046

.0051

.6900

* The Mean difference is significant at the 0.05 level
Post Hoc analysis (Table 7 a) further depict that e-shoppers who belong to service or self employed class are less effected
by delivery risk than the student.
Comparison between Income and Perceived risk dimensions:
Table 8 : Anova and F-test Between Income and Risk Dimensions

Sum Of Squares

Df

Mean Square

Sig.

Product risk

1.739

3

.580

.325

Financial risk

3.643

3

1.214

.160

Privacy risk

1.158

3

.386

.655

Delivery risk

4.744

3

1.581

.034

Time risk

6.620

3

2.207

.010

Health risk

2.771

3

.924

.152

Source: Author's Research, Criteria: Significance Level= 0.05
The Table 8 reveals that the hypothesis H11 is partially rejected. Thus it can be said that there is no relationship
between all the dimensions of perceived risk and income except Delivery risk and Time risk.

Table 8a : Post-hoc Analysis : Income and Delivery Risk
95% Confidence Interval
Dependent

Mean Difference

Variable

(I) Income

(J) Income

(I-J)

Std. Error

Sig.

Lower Bound

Upper Bound

Delivery risk

Pocket

Less than 2 lakhs

-.86389

.34007

.050

-1.7530

.0253

2 lakhs to 5 lakhs

-.29167

.18092

.377

-0.7647

.1814

5 lakhs and above -.33635

.18352

.264

-0.8162

.1435

Money
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In addition to one way ANOVA results, Post Hoc analysis (Table 8a) further depict that e-shoppers belonging to less
than 2 lakhs Income are majorly influenced by delivery risk when compared to income group above 2 lakhs and having
pocket money.
Table 8 b : Post-hoc Analysis: Income and Time Risk
Dependent

95% Confidence Interval

Mean

Variable

(I) Income

(J) Income

Difference (I-J)

Std. Error

Sig.

Lower Bound

Upper Bound

Time risk

Pocket

Less than 2 lakhs

-.44722

.34916

.577

-1.3601

.4657

2 lakhs to 5 lakhs

.05556

.18575

.991

-.4301

.5412

5 lakhs and above

-.57186*

.18842

.016

-1.0645

-.0792

Money

*The Mean difference is significant at the 0.05 level
Post Hoc analysis (Table 8b) further depict that eshoppers belonging to Income group 5 lakhs and above
are majorly influenced by time risk in comparison to
customer belonging to income group below 5 Lakhs and
having pocket money.

able to formulate strategies to make online shopping
experience more comfortable and trustworthy to eshoppers.
Also as it has been observed that the product risk and
financial risk are most significant factors in consumers'
mind, thus e-tailers need to build a robust system to
provide and build trust with consumers. Trust can be
build in various ways like, easy return policy, guarantee
on product, providing after sales service, secure
networks, genuine product, correct specification /
details of product, keeping commitments, certified
reviews and more.

CONCLUSION
Perceived risk involved while doing online shopping is
an imperative concern in electronic commerce.
Although online shopping offers various blessings but
still it is thought as a risky activity. In order to
maximize sales, e-retailers should recognize which
dimensions of the perceived risks matters the most to
the Delhi consumers. To achieve these objectives, six
dimensions of perceived risk are studied in context of
behavior of e-shoppers and also in context to
demographic characteristics of consumers. Hypothesis
testing results reveals that out of six dimensions Product
risk and Financial risk has a statistically significant
influence on consumer behavior online shopping and
Delivery risk and time risk are the most important
dimensions which affects almost all the demographic
variables except gender.

Limitations of the Study
Although the objective of the study is well achieved in
the research study, but still the study have some
limitations:
1.

2.
Findings of this study have important practical
implications for e-retailers. By understanding the
relationship between consumer behavior towards online
shopping and types of perceived risks e-retailers may be
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Due to lack of time, this study doesn't include all
the dimensions of internet perceived risks like social
risk, performance, psychological, website design
risks can be studied in future research.
This study doesnot examine the buyers' varying
experience towards the perceived risks and online
shopping using various online websites. This study
focuses on generic experience.
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3.
4.

Sample size of the study is small and besides
convenience sampling method was used.
The study is conducted on limited consumers of
Delhi.

8)

Scope for Future Research Work
9)
The current research is based on limited dimensions of
perceived risks which affects the consumer behavior.
Therefore researchers can use other dimensions of
perceived risks such as social, performance,
psychological, website design risk etc. Further, studies
can be conducted on larger geographical area i.e.
respondents from different states of India. Rise in mobile
app for shopping has opened up possibility of expanding
the future scope of study in this context also.

10)

11)
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Appendix : 1
Mean

Std. Deviation

PRODUCT RISK
It is not easy to test the quality of the product ordered

1.9908

.81075

I might not get what I ordered

2.7339

1.05972

I am unable to try goods bought

2.7248

1.19313

Credit card details misused

3.0459

1.10876

Credit card information compromised to third party

3.0826

1.09822

Overcharging due to undisclosed information

2.8257

1.23861

Disclosure of personal information

2.8532

1.16925

e-retailers may follow my shopping behavior and past purchases

2.3211

1.05304

I may receive telephonic calls, emails without my permission

2.5505

1.21325

Product not delivered on time

2.7064

1.12466

Delivery at wrong address

3.2844

.93385

Home delivery by stranger not safe

2.7890

1.10616

Difficult and tedious to choose from various options available

2.7982

1.12035

One has to wait a lot after placing the order till the delivery of product

2.7339

1.14376

Exchange, Cancellation or return the product consume lot of time and energy

2.2752

1.15367

Prolonged use of computer may cause vision problems

2.8257

1.08733

It creates excessive pressure on Heart

3.3853

.96137

Receiving counterfeit products will result in health issue

2.7615

.98975

Using Internet for online shopping is pleasant

2.2844

.82878

Using Internet for online shopping is helpful

1.8991

.66590

FINANCIAL RISK

PRIVACY RISK

DELIVERY RISK

TIME RISK

HEALTH RISK

CONSUMER BEHAVIOR
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Abstract
The most significant function for any company and its corporate finance department is its Working Capital Management (WCM). A delicate
balancing of net working capital is the requirement of WCM along with the maintenance of appropriate levels of profitability and liquidity.
Correspondingly, the paper examines the WCM of well-known firms in FMCG industry of India. The study undertakes the comparative
analysis and evaluation of working capital management through the employment of numerous parameters of Current Ratio, Payable Turnover,
Receivable Turnover, Inventory Turnover, Cash Conversion Cycle, and Return on capital. The paper also investigates the impact of negative
working capital on the relevant firm's profitability. The analysis was done on the data sourced from the annual reports and accompanying schedules
of the company from FY 2010-2014. The companies examined were Nestlé India, Godrej Consumer Products Limited (GCPL), Dabur
India, Hindustan Unilever Limited (HUL), and ITC Limited. The analysis found consistent performance of Nestle and HUL even with
negative cash conversion cycle (CCC) and negative working capital. Interestingly, better returns on capital employed were found to be generated by
companies with negative net working capital, maximizing their shareholder value that translated into higher EPS and market capitalization for
them. Similarly, the profitability was also found to be better for companies which had negative CCC relative to those supporting positive CCC.
Current ratio for all the companies emerged to be consistently lower than the standard norms. However, the study discourages the lower level of
liquidity as maintained by the companies. Instead, in the long-run an appropriate balance between working capital needs and liquidity was
suggested by the study.
Key Words: FMCG, Working Capital Management, Cash Conversion Cycle, Current Ratio.

INTRODUCTION

W

orking Capital can be defined as a measure of
both a company's efficiency and its short-term
financial health. Working capital is calculated as the
difference between the current assets and current
liabilities. The working capital ratio given as Current
Assets/Current Liabilities, indicates at the firm's
position w.r.t sufficient short-term assets to facilitate
financing its short-term debt subject to the accessibility
of sufficient short-term assets. Anything, specifically
debt ratio below 1 indicates negative working capital

whereas anything in excess of 2 indicates at an underinvestment of the firm in assets. Most believe that a ratio
between 1.2 and 2.0 is sufficient, popularly known as "net
working capital" (NWC).
The companies with positive working capital reflect
sufficient liquidity which assists them in financing their
day-to-day operations efficiently. These companies are
believed to be more successful due to higher liquidity
which can be used for expanding their business and
financing their own growth as much as possible.
However, this also means that companies must maintain
higher revenues in order to maintain healthy operating

* Assistant Professor, Department of Management Studies, University of Delhi, Delhi
** Doctoral Research Scholar, Faculty of Management Studies, University of Delhi, Delhi

ratio, particularly companies with positive working
capital needs. Alternatively, negative working capital
signifies non-liquidity or the existence of less liquidity
within the firm which is unfavorable to firms at each
and every stage of business. The literature states that
better credit management system can assist the company
in generating higher return on capital employed in long
run. Nevertheless, the negative NWC condition or
lower level of liquidity is never preferred in any
condition. The experts advise an appropriate balance
between working capital needs and liquidity to the
companies in the long run.

Introduction. This is followed by Review of Literature
in Section 2. Section 3 discusses the objectives and
methodology trailed by Analysis and Interpretation in
Section 4. Finally Section 5 offers the conclusion the
work.
Negative Working Capital: Indian FMCG Companies
The negative working capital of many of the Indian and
global companies such as McDonald's and Amazon.com
are at par with each other. For instance, HUL and
Nestlé, the two FMCG companies established in India
are thriving with negative working capital for the last
ten years. But then this model of negative working
capital contradicts the conventional wisdom that
advocates positive working capital and ample liquidity
for the smooth daily operation of any firm. This
variation between ideal and reality arouses the curiosity
to assess the factors responsible for smooth daily
operations of the companies despite having insufficient
liquidity. Nestlé India armed with strong brand name,
sound marketing network and distribution channels had
managed to build an edge over its competitors yielding
financial benefits to it. Alternatively, a positive working
capital is maintained by other companies such as ITC,
Dabur, HUL, Colgate, and Britannia, etc. belonging to
the same segment of FMCG. However, the FMCG
companies are conventionally popular for supporting a
negative working capital which is attributed to their
efficient supply chain management. Efficient supply
chain affords the companies lower level of debtors
which are sufficiently financed by suppliers or creditors.
Hence, negative working capital essentially offers them
gains instead of costs. Another reason for affording a
negative working capital is the fact that their turnover is
not dependent on their production unlike other
manufacturing firms. Instead, it is the capability to sales
in the competitive market that determines and
influences its turnover resulting in diversion of
maximum resources of companies towards the
marketing and promotion of their product substituting
the investment in their manufacturing activities. The
development of time and resource management tools
such as SCM, ERP and JIT, etc., assisted the FMCG
companies in minimizing the size of its current assets

One of the most important functions of a corporate
finance department of any company is the performance
of its working capital management (WCM). Though
WCM usually involves short term decisions, it is an
important and difficult aspect because it involves
maintaining certain levels of NWC along with the
maintenance of certain levels of liquidity and the
profitability. The significance of WCM in company's
activities, growth and survival can be understood from
its important role in company's current operations
(production process, financial relations with customers
and suppliers, etc.). The importance of working capital is
realized by the company when it is planning the length
of the operating cycle, duration of its cash conversion
cycle, its current ratio, current liability ratio. This
underlines the direct impact of management of the
working capital and current ratio on the results of
company's business. Consequently, the primary
objective of maximization of shareholder's wealth is
achieved by the company with help of WCM by giving
due consideration to value based management.
Accordingly, study attempts to analyze the WCM of
well- known firms belonging to the FMCG industry of
India. In the later part of the study we have
comparatively analyzed and assessed the WCM of the
Indian FMCG companies based on various parameters.
Further, the study also assesses the impact of negative
working capital on the profitability of the relevant
companies.
The paper had been organized beginning with the
explanation of the concept of Working Capital in
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through effective management of their inventory and
resources. In firms of other industries (like
manufacturing), 50 per cent of their current assets are
kept in the form of inventory but the efficient inventory
holdings and supply chain management affords a
significant reduction in the inventory levels to the
FMCG companies. Another reason for lower level of
current assets is the cash base of its business which
reduces its level of debtors significantly. Moreover, the
different perspective of investors towards the more
rational and strategic evaluation of the company via a
thorough assessment of their working capital indicates
indicate at the changing nature of investors. It is because
the fact that WCM directly influences the earning
capacity of the company is increasingly being
appreciated by investors.

financial management. The study revealed that the
combination of endogenous and exogenous factors
effectively determines the WCM of a company. The
endogenous factors were the firm specific factors like
size, age, profitability, market share (power), etc.,
whereas exogenous factors included GDP, interest rate
and tax rate.
Azeem and Marsap (2015) found negative influence of
operating cycle, return on assets, leverage, size and level
of economic activity on working capital requirement for
non-financial Pakistani firms examined from 2004-2009.
Alternatively, a significantly positive influence of
operating cash flows and sales growth on the working
capital requirements was found in the study. The similar
results were propounded by Chiou and Cheng (2006),
and Nazir and Afza (2009).

REVIEW OF LITERATURE
Research related to Indian company's WCM:
Osisioma (1997) in its study had defined WCM as "the
regulation, adjustment, and control of the balance of
current assets and current liabilities of a firm such that
maturing obligations are met, and the fixed assets are
properly serviced". This definition therefore advocates
the maintenance of desirable quantities of each
component of working capital for management purpose.
Smith (1973) in its work offers an overview of diverse
state-of-the-art approaches in WCM. Further, Sarantis
(1980) in its empirical study employing models of interrelated demand equations in UK demand sector
demonstrated the effect of a significant negative financial
risk on borrowing and fixed investment. It therefore
appeared reasonable to discuss the approaches to
optimize working capital. Therefore, the discussion on
the strategies which optimizes working capital is merited
because an idle working capital fails to earn even the cost
of capital whereas deficient working capital jeopardizes
the reputation and solvency of the firm. Alternatively,
optimum working capital surely maximizes the
shareholder's value.

Sur (1997) examined Colgate Palmolive (India) Ltd by
assessing its WCM in terms of acid test ratio, current
assets to sales ratio, working capital ratio, current assets
to total assets ratio, debtors' turnover ratio and
inventory turnover ratio. The study found the
inefficiency of WCM during the study period and
thereby calling for a special attention towards the
inventory management.
A satisfactory performance of measures of working
capital was found in the ratio analysis examining the
working capital performance of Bharti Airtel from 200708 to 2014-15 by Sharma & Kaur (2016). They found a
satisfactory performance of operating profit ratio, gross
profit ratio, quick ratio, Debtors turnover ratio, and
inventory ratio with the exception of current ratio.
Interestingly, the relationship between liquidity and
profitability was found to be significantly negative
indicating that Bharti Airtel had successfully maintained
excess liquidity i.e., post optimal level of liquidity for
the period understudy.

Atseye, Ugwu and Takon (2015) attempt to examine the
determinants of working capital management by
analyzing the opinions, suggestions, conclusions, and
comments of various researchers w.r.t corporate
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Kalsie and Arora (2015) in their study investigated the
impact of various components of WCM on the stock
prices of panel of 6 FMCG companies of India from
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2000-2014. The study found that current ratio, inventory
turnover ratio and EPS significantly impact the stock
prices. However, relatively less influence of receivable
turnover ratio on stock prices was unearthed.
Interestingly, negative relationship was found between
current ratio and stock prices whereas Inventory
Turnover Ratio, and EPS supported a positive
association with the stock prices.

between creditors' turnover ratio, debtors' turnover
ratio, liquid ratio, and the movement of overdraft. He
opined that when the liquid ratio was below the norm,
debtors' turnover ratio and creditors' turnover ratios
were high whereas the movement of overdraft showed
declining capital was not satisfactory.
Chakraborty (1976) assessed the relationship between
the profitability and working capital in Indian fertilizer,
cement, and industries. A positive relationship was
found in the study between them.

Kovelskiy (2015) examined the various sources of
financing the working capital of a firm followed by the
aim to suggest measures for effective utilization of their
working capital requirements. The survey method was
employed for the collection of data from MSMEs
operating in India from Ludhiana, Punjab. The study
emphasized that for the smooth day-to-day operation of
any firm, WCM plays an important role and thus
shortening of the operating cycle was recommended.

Saha (1987) investigated the association between WCM
and profitability crisis in case of Indian Public sector.
The profitability of selected public enterprise was found
to suffer in the study owing to the inefficient WCM.
Jain (1988) considered 10 manufacturing, trading and
service industries from the state of Rajasthan in his study
and suggested the aversion from under-investment in
working capital by the companies if higher profit
margins were desired.

Shanmwgam and Poornima (2001) conducted a study on
28 medium and large scale spinning mills in Coimbatore
industrial area (Tamil Nadu). In this study they
underlined the significance of effective WCM in the
success of any organization. Their study showed that
there was a sufficient dependency on reduction plans in
working capital planning in case of most of the
industries (10 mills) without considering all norms.

All the above studies are very important for the present
study because all studies focuses on the sufficient
positive working capital in the organizations. But in the
present studies there is an attempt to prove that a
company with the negative working capital can also do
well and it doesn't adversely affects the profitability as
stated by Jain (1988) above.

Swamy in 1997 made a study on primary agricultural
societies (19) in the area of Dakshinakamada district in
Karnataka. The study revealed that the balancing of
liquidity and profitability was the major issues of WCM.
In this study he stressed the significance of the effective
WCM in the societies.

OBJECTIVES OF THE STUDY
The basic objective of the paper is to comparatively
examine and evaluate the WCM of Indian FMCG
companies based on the various parameters. It further
seeks to assess the effect of negative working capital on
profitability of the companies.

In 1983, Ghosh conducted a study regarding the existing
practices of working capital in crane manufacture
industry in India. His study indicates at the erratic
approach towards the management of individual
components of working capital. The study advocated the
delay of payments to suppliers in order to maintain the
highest share of payables pending, for a period more
than agreed or allowed.

Methodology and data collection
Balance sheet data sourced from the published annual
statements of the company had been used from the
analysis of working capital levels of a company. Various
ratios and the NWC over the past 5 years have been
calculated for the selected companies.

Banerjee (1979) in kits study investigated the relationship
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The main research objectives of the paper had been
achieved through the employment of quantitative
methods. The relevant data assisted in investigating the
cause-effect relationship between profitability and
WCM, identifying the determinants of profitability
associated with working capital of the company.
Following, the data collection along with analysis
method duly adopted had been discussed in brief.

Leveraging on Supply Chain
FMCG companies first sell their goods and later on pay
their raw material suppliers. This is possible only when
the companies are huge in size and represents the bulk of
turnover for their suppliers. Strong brand loyalty of
FMCG Sector helps them maintain a low inventory as
well as generate speedy sales. In such a situation, they are
always in a position to arm-twist the suppliers by taking
more credit. Thus the products are sold to the customers
and the cash generated even before the company pays its
suppliers. The additional cash generated can be utilized
for other purposes. Nestle collects its money from
customers in just four days (average collection period),
whereas it pays in 52 days to its raw material suppliers.
HUL, which had a net negative working capital, has
been able to maintain its creditor days at 64 as compared
to receivable days at 16. Godrej Consumer Products
(GCPL) is another company with negative working
capital maintains creditor days at 53compared to average
debtors of six days only.

The survey of structured documentary review was
leveraged to collect the data on working capital and
profitability. Correspondingly, the special attention was
paid to the review of company's audited financial
statement particularly, income statement and balance
sheet.. Annual reports were thoroughly seen for all the
details and schedules detailing the various important
components such as assets, liabilities, sales, profit etc.
Once data were found acceptable, data entry and process
were made using Microsoft EXCEL. Analysis of data
was undertaken with the help of ratio calculations and
plotting of graphs.

The superior bargaining powers of the FMCG
companies with their debtors and creditors can be
attributed to their strong distribution and dominant
position in the industry enabling them to increase the
payment cycle in their own favor. The creditors have
been maintained equal to the debtors and inventory by
the FMCG companies, generating sufficient cash surplus
to be invested and thereby enhancing the growth of
their business. Short-term investments in call money and
short-term papers also earn them good returns. FMCG
companies conventionally are known to exist on
negative working capital by riding on strong supply
chain management. The whole trade in this industry is
apparently financed by creditors from the vendors,
production and dealers from the supply side besides
enjoying negligible number of debtors.

The following five companies were selected for the
analysis:
1. Hindustan Unilever Limited
2. ITC Ltd
3. Nestlé India
4. Godrej Consumer Products Limited (GCPL)
5. Dabur India
The following parameters were chosen for the
comparison of WCM:
1. Current ratio
2. Receivable Turnover (in days)
3. Inventory Turnover (in days)
4. Return on capital employed (profitability measure)
5. Cash Conversion Cycle
6. Payable Turnover (in days)
HUL, Nestle and Godrej Consumers Products Ltd have
ROCE in excess of 40%.The success of this high return
is associated with the way these companies have
managed their working capital management cycles.
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billion and a market capitalization of USD45 billion.
More than 25000 people are employed by it from 60
locations across India and also feature as the World's
biggest companies by appearing on the Forbes 2000 list.
1.3 Nestlé India

ANALYSIS AND INTERPRETATION
1.

Brief Profile of companies selected

1.1 Hindustan Unilever Limited (HUL)
The consumer goods company HUL, owned and
controlled by an Anglo-Dutch Company Unilever is
based in Mumbai, Maharashtra. Unilever as of March
2015 owns 67% controlling share in HUL. The product
portfolio of HUL comprises of foods, cleaning agents,
personal care products, water purifiers and beverages.
HUL has a wide distribution network managed via more
than 2 million retailers directly and offering its product
range through 6.4 million outlets across India. Such is its
grip on the market that HUL products are used by every
two out of three Indians, as per Nielsen report.

Another FMCG Company having base in India, Nestlé
India Limited offers a wide range of products extending
from beverages, chocolates, milk products and nutrition,
confectionery to semi-prepared dishes and cooking aids.
Name of some of its popular chocolates and
confectionery products includes Munch, Bar One, Kit
Kat and Alpino. Alternatively, Maggi, Maggi -Oat
Noodles, -Pazzta, -Bhuna Masala, -Masala-ae-Magic, and Vegetable Atta Noodles are some of its popular prepared
dishes and cooking aids. Nestlé also has a substantial
presence in the segment of diary products offering milk,
dahi, Slim- Milk and Dahi, a+ Milk and Dahi,
Milkmaid, etc. While in the segment of beverages it
offers coffees with different variant such as Cappuccino,
Classic and Gold, etc.

It was established as Levers Brothers in India in 1933
followed by its merger with Hindustan Vanaspati Mfg.
Co. Ltd. and United Traders Ltd. rechristening it by the
name of Hindustan Lever Limited in 1956. The company
received its final (current) name in June 2007 as
"Hindustan Unilever Limited". It offers direct
employment to more than 16000 people and indirect
employment to more than 65000 people.
1.2

1.4 Godrej Consumer Products Limited (GCPL)
An Indian consumer goods company, GCPL is based
out of Mumbai, India. The company's product portfolio
comprises of toiletries, hair colourants, soap and liquid
detergents where its brand portfolio boasts of some
famous names such as 'Godrej No.1', 'Godrej Fair
Glow', 'Godrej Shikakai' and 'Cinthol' in soaps; 'Ezee'
liquid detergent; and 'ColourSoft' 'Renew' and 'Godrej
Powder Hair Dye' in hair colourants. GCPL is currently
operating out of four Operating Clusters spread and
seven locations encompassing many manufacturing
facilities across India. The four operating clusters are
located at Baddi- Katha (Himachal Pradesh), Malanpur
(Madhya Pradesh), Pondicherry, Guwahati (Assam),
Sikkim and Chennai.

ITC Limited

A purely an Indian conglomerate, ITC Limited or ITC
is headquartered in Kolkata, West Bengal. The business
across five segments viz., Information Technology, Fast
Moving Consumer Goods (FMCG), Paperboards &
Packaging, Hotels and Agri Business makes it a
diversified conglomerate.
ITC was first established as the Imperial Tobacco
Company of India Limited in 1910 followed by its first
renaming in 1970 to Indian Tobacco Company Limited.
It got its current name of I.T.C. Limited in 1974 which
again witnessed slight modifications in September 2001
with the removal of periods (dots) from its previous
name to be recognized as ITC Ltd. A century
celebration of its existence was celebrated in 2010.As of
2012-13, it boast of an annual turnover of USD 8.31

1.5 Dabur India
An Indian origin consumer products manufacturing
company, Dabur India Limited owns 1,000 stock
keeping units (SKUs) and a product portfolio of 381
products catalogued into 21 categories. Consumer Care
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Business and International Business are the two strategic
business entities of the company. The product range
offered in Europe, South Asia, Middle East, Africa, and
America together forms its international business unit.
Alternatively, ayurvedic ethical products, over-thecounter (OTC), health supplements, and digestives;
home and personal care (HPC) encompassing skin care,
oral care, home care, and hair care, and foods, including
fruit-based beverages and culinary pastes business
together outlines its Consumer Care Business unit. It
portfolio of popular brands boasts of Real, Dabur
Glucose, Dabur Chyawanprash, Hajmola, Dabur
Honey, Vatika and Dabur Baby Powder, among others.

2

Net working capital (NWC) and Ratios

2.1

Hindustan Unilever Limited

The component-wise analysis of working capital of
HUL from 2010-11 to 2014-15 had been provided in the
following table 1. The net working capital is found to be
negative for the entire study period, as per the data in
table 1. In normal circumstances, a negative working
capital indicates at the probable insolvency threat or
financial distress for the company and its stakeholders.
Paradoxically, the company even with the negative
working capital was found to be generating excellent
return on capital employed (ROCE) for all the years
understudy. The contrasting result of negative NWC
and impressive ROCE signifies the managerial efficiency
of the organization.

Table 1 : Working capital (short term liquidity position)

Year

Inventory

Sundry
Debtors

(1)

(2)

Cash
& Total
Bank
Current
Balances
Assets
(3)
(4)=(1)+(2
)+(3)+(5)

Loans and Total
Advances
Current
Liabilities
(5)
(6)

Net
Working
Capital
(7) = (4)-(6)

2014-15

2,602.68

782.94

2,537.56

7419.59

1,496.41

9909.28

-2,489.69

2013-14

2,747.53

816.43

2,220.97

7162.44

1,377.51

9721.35

-2,558.91

2012-13

2,526.99

833.48

1,707.89

6673.27

1,604.91

8838.45

-2,165.18

2011-12

2,516.65

678.99

1,830.04

6157.14

1,131.46

7445.34

-1,288.20

2010-11

2,810.77

943.21

1,628.47

6444.13

1,061.68

7503.14

-1059.01

Average

2640.924

811.01

1984.986

6,771.31

1334.394

8,683.51

-1,912.20

Table 2 : WCM efficiency
Year

Current
Ratio
(1)

Receivable days Inventory
days
(2)
(3)

Payable
days
(4)

Cash
Conversion
Cycle
(5)=(2)+(3)-(4)

Return
On
Capital
Employed (%)
(6)

2014-15

0.75

8.92

29.84

71.58

-32.82

148.75

2013-14

0.74

10.19

32.57

71.91

-29.15

147.59

2012-13

0.76

10.12

33.74

69.59

-25.73

163.63

2011-12

0.83

12.77

41.94

78.25

-23.54

95.42

2010-11

0.86

14.28

44.13

91.91

-33.50

102.69

11.256

36.44

76.648

-28.95

131.62

Average
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The above table 2 exhibits the decrease of Current Ratio
(CR) of HUL from 0.86 in year 2010-11 to 0.75 in year
2014-15 which is pretty below the ideal ratio of 2:1. This
indicates that current liabilities are substantially more
than its current assets assisting the company in earning
high rate of returns. This also points to the fact that the
company has managed to accelerate its cash inflows by
collecting the payments for its sales from the customers
upfront leading to swift cash generation. Consequently,
the company does not appear to face any issue in raising
the cash. Hence, it can be asserted that NWC cannot
always be associated with the profitability of the
company. Negative NWC not always necessarily means
bad financial condition is proven by HUL. On the
contrary, net negative working capital highlights the
managerial efficiency in management of HUL's
operations with low inventory and accounts receivable
being maintained. In essence, the company is basically
operating strictly on cash basis. Also, it can be said that
the growth in working capital was managed sensibly by
the company by targeting days cover for inventories,

accounts receivable and accounts payable instead of
focusing on the absolute value. Further, most of the day
to day activities of the company have been found to be
financed by customers instead of company's own
working capital.
Further, the cash conversion cycle for HUL was found
to be negative throughout the study period. This
indicates that the brands/products sold by HUL are
getting sold faster than that of the HUL paying its
creditors. In other words, we can say that HUL is able
to recover the money from the customers much faster
than the payment to be made to its creditors.
2.2 ITC Limited
The component-wise analysis of the working capital of
ITC can be observed from the table 3 below for the
period 2010-11 to 2014-15. The NWC was found to be
positive throughout the study period.

Working capital Table 3 : (short term liquidity position)
Year

Inventory

Sundry
Debtors

(1)

(2)

Cash & Bank Total Current Loans
and Total Current Net Working
Balances
Assets
Advances
Liabilities
Capital
(3)
(4)=(1)+(2)
(6)
(7)=(4)-(6)
+(3)+(5)
(5)

2014-15

7836.76

1,722.40

7588.61

19,497.57

2349.8

13421.26

6,076.31

2013-14

7359.54

2,165.36

3289.37

16,097.49

3283.22

12916.23

3,181.26

2012-13

6600.2

1,163.34

3615

14,260.01

2881.47

11663.18

2,596.83

2011-12

5637.83

986.02

2818.93

11,273.87

1831.09

10095.42

1,178.45

2010-11

5269.17

885.10

2243.24

10,200.69

1803.18

9392.03

808.66

Average

6540.7

1,384.44

3911.03

14,265.93

2429.752

11,497.62

2,768.30

Table 4 : WCM efficiency
Year

Current
Ratio

Receivable days

Inventory
days

Payable
days

(2)
(1)

(3)

(4)

Cash
Conversion
Cycle
(5) = (2)+(3)-(4)

Return
On
Capital
Employed (%)
(6)

2014-15

1.45

14.08

55.04

32.65

36.47

45.74

2013-14

1.25

12.91

54.13

33.75

33.29

48.21
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2012-13

1.22

9.3

52.04

31.15

30.19

48.29

2011-12

1.12

9.68

56.52

34.29

31.91

47.69

2010-11

1.09

10.41

58.14

65.68

2.87

45.88

11.276

55.17

39.504

26.95

47.16

Average

As per table 4, the cash conversion cycle (CCC) was also
found to be positive for ITC throughout the study
period. The return of capital for this firm too was found
to be positive for all the years under study. However,
the current ratio was observed to increase from 1.09 in
year 2010-11 to 1.45 in year 2014-15 but still did not
confirmed to the ideal ratio of 2:1.

2.3 Nestlé India
The component-wise analysis of the working capital of
Nestlé India can be observed from table 5 below for the
period 2010-11 to 2014-15. The NWC was found to be
negative throughout the study period.

Working capital Table 5 : (Short term liquidity position)
Year

Inventory

Sundry
Debtors

(1)

(2)

Cash
& Total Current Assets
Bank
(4)=(1)+(2)+(3)+(5)
Balances
(3)

Loans
and Total
Advances
Current
Liabilities
(5)
(6)

Net
Working
Capital
(7) = (4)(6)

2014-15

844.10

99.1

445.82

1,586.26

197.24

2,962.72

-1,376.46

2013-14

735.93

84.27

749.36

1,799.17

229.61

2,756.03

-956.86

2012-13

745.58

87.57

236.96

1,250.71

180.60

2,315.32

-1,064.61

2011-12

734.04

115.42

227.21

1,319.88

243.21

2,156.95

-837.07

2010-11

575.95

63.29

19.45

1,094.70

200.17

1,751.62

-656.92

Average

727.12

89.93

335.76

1,410.14

210.166

2,388.53

-978.38

In normal circumstances, a negative working capital
indicates at the looming insolvency threat or financial
distress for the company and its stakeholders.
Paradoxically, the company even with the negative
working capital was found to be generating excellent
return on capital employed (ROCE) for all the years
understudy. The contrasting results of negative NWC
and impressive ROCE signifies the managerial efficiency
of the organization.

This indicates at the higher levels of current liabilities as
compared to its current assets leading the company to
earn high rate of returns. This also points to the fact that
the company has managed to generate the cash quickly
with the customers not turning into debtors, instead
paying for the purchases upfront. Consequently, the
company does not appear to face any issue in raising the
cash. Hence, it can be asserted that NWC cannot always
be associated with the profitability of the company.
Negative NWC not always necessarily means bad
financial condition is proven by Nestlé India. On the
contrary, net negative working capital highlights the
managerial efficiency in management of Nestlé India's

The above table 2 exhibits the decrease of Current Ratio
(CR) of Nestlé India from 0.62 in year 2010-11 to 0.54 in
year 2014-15 which is pretty below the ideal ratio of 2:1.
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Table 6 : WCM Efficiency

Year

Current
Ratio

Receivable
days

(1)

(2)

Inventory
days
(3)

Payable
days
(4)

Cash
Conversion
Cycle
(5) = (2)+(3)(4)

Return On
Capital
Employed
(%)
(6)

2014-15

0.54

3.29

28.33

34.11

-2.49

62.66

2013-14

0.65

3.33

28.71

32.36

-0.32

47.79

2012-13

0.54

4.3

31.35

30.56

5.09

56.58

2011-12

0.61

4.24

31.06

40.72

-5.42

64.60

2010-11

0.62

3.65

30.76

52.10

-17.69

135.06

3.762

30.04

37.97

-4.17

73.34

Average

operations with low inventory and accounts receivable
being maintained. In essence, the company is basically
operating strictly on cash basis. Also, it can be said that
the growth in working capital was managed sensibly by
the company by targeting days cover for inventories,
accounts receivable and accounts payable instead of
focusing on the absolute value. Further, most of the day
to day activities of the company have been found to be
financed by customers instead of company's own
working capital.

throughout the study period.
As per table 4, the cash conversion cycle (CCC) was
found to be negative for GCPL throughout the study
period. However, the return of capital for this firm was
found to be positive for all the years under study.
However, the current ratio was observed to decrease
from 1.01 in year 2010-11 to 0.90 in year 2014-15 which
was very low and did not confirmed to the ideal ratio of
2:1. This indicated at higher proportion of current
liabilities as compared to the current assets of the firm.

Further, the cash conversion cycle for Nestlé India was
found to be negative throughout the study period. This
indicates that the brands/products sold by Nestlé India
are getting sold faster than that of the Nestlé India
paying its creditors. In other words, we can say that
Nestlé India is able to recover the money from the
customers much faster than the payment to be made to
its creditors.

2.5 Dabur India
The table below shows the component-wise analysis of
the working capital of Dabur India from 2010-11 to
2014-15. The table shows that, the NWC is positive
throughout the period of study except for the last period
of the study i.e., 2014-15 where it turned out to be
negative due to an increase in the total current liabilities
and a simultaneous decline in total current assets of the
company.

2.4 Godrej Consumer Products Limited (GCPL)
The component-wise analysis of the working capital of
Godrej Consumer Products Limited (GCPL) can be
observed from the table 3 below for the period 2010-11
to 2014-15. The NWC was found to be positive
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Working capital Table 7 : (short term liquidity position)

Year

Inventory

(1)

Sundry
Debtors
(2)

Cash
& Total
Current Loans and Total
Bank
Assets
Advances
Current
Balances
(4)=(1)+(2)+(3)+(5
Liabilities
(3)
)
(5)
(6)

Net
Working
Capital
(7) = (4)(6)

2014-15

489.51

142.94

495.36

1382.85

255.04

1538.69

-155.84

2013-14

493.57

139.26

205.26

1065.98

227.89

1460.81

-394.83

2012-13

536.37

122.13

460.55

1371.4

252.35

1066.46

304.94

2011-12

433.04

94.27

369.63

1192.26

295.32

817.89

374.37

2010-11

306.37

103.29

80.62

727.65

237.37

723.87

3.78

Average

451.772

120.38

322.284

1,148.03

253.594

1,121.54

26.48

Table 8 : WCM Efficiency

Year

Current
Ratio

Receivable
days

(1)

(2)

Inventory
days

Payable
days

(3)

(4)

Cash
Conversion
Cycle

Return
On
Capital
Employed (%)
(6)

(5) = (2)+(3)(4)
2014-15

0.90

10.95

38.15

83.56

-34.46

25.28

2013-14

0.73

11.09

43.71

84.18

-29.38

24.84

2012-13

1.29

10.42

46.69

72.81

-15.70

21.45

2011-12

1.46

11.63

43.54

58.62

-3.45

21.9

2010-11

1.01

9.76

33.94

32.57

11.13

31.83

10.77

41.21

66.348

-14.37

25.06

Average
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Working capital Table 9 : (Short term liquidity position)
Year

Inventory

(1)

Sundry
Debtors
(2)

Cash
& Total
Current Loans and Total
Bank
Assets
Advances
Current
Balances
Liabilities
(3)
(4)=(1)+(2)+(3)+(5)
(5)
(6)

Net
Working
Capital
(7) = (4)-(6)

2014-15

550.6

338.79

123.94

1,215.45

202.12

1,223.04

-7.59

2013-14

558.2

323.12

297.47

1,333.00

154.21

1,175.17

157.83

2012-13

499.74

255.32

319.4

1,464.83

390.37

991.53

473.30

2011-12

528.57

224.17

261.29

1,301.90

287.87

874.99

426.91

2010-11

460.59

202.46

192.41

1,386.49

531.03

1,054.74

331.75

Average

519.54

268.77

238.902

1,340.33

313.12

1,063.89

276.44

Table 10 : WCM Efficiency
Year

Current
Ratio

Receivable
days

(1)

(2)

Payable
days

(3)

(4)

Cash Conversion Return
On
Cycle
Capital
Employed (%)
(5) = (2)+(3)-(4)
(6)

2014-15

0.99

21.94

36.75

52.12

6.57

40.98

2013-14

1.13

21.43

39.21

51.2

9.44

45.27

2012-13

1.48

19.89

42.68

51.42

11.15

41.82

2011-12

1.49

20.51

47.55

59.04

9.02

40.99

2010-11

1.31

18.35

41.83

60.02

0.16

44.16

20.424

41.60

54.76

7.27

42.64

Average

3.

Inventory
days

Comparative analysis of the 5 companies selected
Company

Average Net Average
Working
Receivable
Capital
days

Average
Inventory
days

Average
Payable
days

Average Cash Average
Conversion
Return
On
Cycle
Capital
Employed (%)

HUL

-1912.2

11.256

36.44

76.648

-28.95

131.62

ITC

2768.3

11.276

55.17

39.504

26.95

47.16

Nestle

-978.38

3.762

30.04

37.97

-4.17

73.34

GCPL

26.48

10.77

41.21

66.348

-14.37

25.06

Dabur

276.44

20.424

41.6

54.76

7.27

42.64
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the operating cycle requirements had to be financed by
the company either through debt or equity. Therefore,
negative CCC indicates at the managerial efficiency of
the firm where it is financing its day to day operations
from the funds received from its customers instead of
the conventional source of short term debt.
Alternatively, it is the positive CCC which leads the
company to finance its operating cycle from the shortterm debt. Therefore the companies like HUL, Nestle
and GCPL which reflected a negative CCC, efficiently
managed to finance their operating cycle through
customers, saving sufficient cost on short-term debt.

CONCLUSION
Net Working capital (NWC)
Average NWC of companies like Nestle and HUL is
negative throughout the period of study. Both of these
companies are the subsidiaries of the foreign parent
companies and both of them are performing consistently
for the past many years. Also if we see the products sold
by these two companies are sold very quickly of the
shelves in the retail environment this makes the cash
recovery faster. Another thing here is that these two
companies enjoy greater bargaining power with the
suppliers of raw materials as well as the debtors. This
makes them negotiate the payment terms as per their
convenience.

Return on capital employed
Return on capital employed (ROCE) can be defined as
the ratio of company's returns measured in EBIT to the
capital employed. It is thereby estimated as: ROCE =
Earnings before Interest and Tax (EBIT) / Capital
Employed.

While the other companies such as Dabur, ITC and
GCPL have a positive working capital during the period
of study, this shows that though they are managing their
operations efficiently it is may be not as efficient as the
leaders in the industry.

It represents the efficiency in the usage of the capital
employed by the company. The capital employed on the
other hand refers to the difference between the total
assets and current liabilities. The companies exhibiting
negative CCC have been found to reflect significantly
higher ROCE than those with positive CCC.

Cash Conversion Cycle (CCC)
Cash Conversion Cycle (CCC) refers to the average net
time difference in days between the payment in cash by
the firm for its purchases to its creditors and the receipt
of cash from its debtors for the product sold. CCC can
also be defined as the average number of days for which
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Observations

managing their working capital at an optimal levels had
helped them to increase the profitability.

The analysis of the NWC of the companies and several
components of profitability significantly indicates that
in general:
•

•

•

•

•

•

•

•

The reason behind negative working capital is attributed
to the efficiency of the companies in selling the products
and recovering the money from the customers at a faster
speed compared to the payment they have to make to
the creditors. Another reason here is that the larger
FMCG companies who are leading the market are able
to dictate their own terms when it comes to decide the
time for payables or receivable.

Negative working capital is preferred by the
FMCG companies in order to reduce the cost of
borrowing for the financing of the working capital.
The negative NWC with the companies had been
found to be associated with higher profitability.
This could be attributed to the lower cost of
interest and borrowings.
The negative NWC had been persistently
supported by the leading FMCG companies in
India namely, Nestle India and HUL for their daily
operations.
Interestingly, the negative working capital was not
found to adversely impact the operations of the
companies as per the conventional theories. Instead
FMCG companies thrived on negative working
capital with the help of their strong brand in the
market that assisted them in lowering the
operating cost for their product.
The higher profitability of FMCG companies can
be attributed to early cash realization and low
levels of debtors leading to minimum instances of
bad debt.
The inventory in absolute terms is showing
decreasing trend which is directly contributing in
the fall of working capital.
Low debt collection period indicates at the
efficiency of the company that effectively
contributes to the decline in its working capital.
The Current Ratio was found to be consistently
lower compared with the standard norms
throughout the study period.
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Study on the Impact of various factors of eWOM and Visibility on
Social Media for promoting Newly Released Movies
* Aravind. T. S
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Abstract
In highly technological world individuals devote the implausible part of one's time on various cyber events such as either connecting with one another
or searching for various pieces of information. There are different types of The social media, such as social networking sites (e.g. Facebook), micro
blogging sites (e.g. Twitter), photo sharing sites (e.g. Instagram), and video sharing sites (e.g. YouTube) played not only an extensive influence in
every individuals life but also has become an inevitable part of the day to day activity .The prevalent consumption of social media has made an
influence on the way marketers design their marketing activities, particularly in the pre and post release promotion of new movies. In this paper the
authors explained the influence of Electronic Word of Mouth (E-WOM) on favorability and visibility of Promotional content of a newly
released Movie. The purpose of the Research was to give a better understanding of how E-WOM and Visibility can create impact on the
promotion elements such as shared contents, source credibility, perceived usefulness of newly released Movie. The data, obtained from the sample
population of ninety college students, from various professional institutions in Kerala, was analyzed through Simple Regression tool and was found
that E-WOM can generate visibility as well as favorability to the promotional content of a newly released Movie.
Key Words: Electronic Word of Mouth (E-WOM), Favorability, Visibility, Social Sharing Network.

INTRODUCTION

S

ocial Media is an online platform, where people can
do participative sharing (thoughts ideas, experience,
information, critics) networking, discussing and
bookmarking online. Majority of Social networking
platforms are encouraging discussion, feedback, voting,
comments, and sharing of information from all
interested parties. Most of the Social Media and Social
Networking Platforms are constructed in such a way
that the users can interact spontaneously it is two way
interaction channel compared with other traditional
medias (Ron Jones 2009).
Interactive communication has received great attention
in social psychology. This line of studies has reliably

established how personal influence affects individuals to
make choices. The influence of interpersonal effect
through word-of-mouth communication has been well
recognized in the consumer literature (Arndt, 1967; King
and Summers 1970; Herr, Kardes, and Kim, 1991). The
consumer
influence
through
word-of-mouth
communication is further accelerated with the advent of
the Internet.
REVIEW OF LITERATURE
Electronic Word of Mouth is consider as any positive or
negative statement made by potential, actual, and former
customers about a product or a company via the
Internet (Hennig- Thurau et al., 2004). E-WOM
communication can take place in various settings.

* Assistant Professor in Marketing, Sree Narayana Guru College of Legal Studies, Kollam
** Professor in Marketing, TKM Institute of Management, Karuvelil, Ezhukone, Kollam

Consumers can post their feelings, observations and
reviews of products on weblogs (e.g. xanga.com),
discussion forums (e.g. zapak.com), review websites (e.g.
Epinions.com), e-bulletin board systems, newsgroup,
social networking sites (e.g. facebook.com). The EWOM communication has some attributes in common
with traditional WOM communication, it is unlike from
traditional WOM in several dimensions. These
magnitudes attribute to the uniqueness of E-WOM
communication. First, dissimilar to traditional WOM,
E-WOM communications possess unprecedented
scalability and speed of diffusion. As with WOM,
sharing of information is between small groups of
individuals in synchronous mode (Avery, Resnick, and
Zeckhauser, 1999; Li & Hitt 2008, Dellarocas 2003;
Steffes and Burgee, 2009). According to Hung and Li
(2007) E-WOM communications involve multi-way
exchanges of information in asynchronous mode.

Electronic Word of mouth, especially over Social
Sharing Network of Newly release movie Promotional
content (reviews, trailers, teasers, posters), has become a
key information source that provides references to help
moviegoers formulate their decisions (e.g., Duan, Gu,
and Whinston 2008). Potential moviegoers appreciate EWOM as trustworthy and prevalent (Holbrook 1999). In
such case E-WOM helps in generating/show high
favorability towards the Promotional content of Movie
and Visibility factors also influenced by the E-WOM, it
determines the success of entertainment goods, because
such experiential goods are often consumed collectively
and figure in daily conversations (Chevalier and
Mayzlin, 2006; Eliashberg, Elberse, and Leenders 2006;
Mayzlin 2006).
According to Rindova et al. (2007) term Favorability
refers to the degree of goodness in the eyes of media,
namely, “is it good or bad?”. Favorability echoes the
social media's outlook towards the subject. When the
like and comments are high the Consumers are more
likely to make, as favorable comments provide an
indicator of good product quality.

The use of various electronic technologies such as online
discussion forum, electronic bulletin board, newsgroups,
blogs, review sites and social networking sites facilitate
the information exchange among communicators
(Goldsmith, 2006). Second, opposite to traditional
WOM, E-WOM communications are more persistence
and accessible. Most of the text-based information
presented on the Internet is archived and thus would be
made available for an indefinite period of time (Herr,
Kardes and Kim, 1991; Hennig-Thurau et. al., 2004; Sen,
2008; Park and Lee, 2009; Hung and Li; 2007; Lee, Park,
and Hen, 2008). Third, E-WOM communications are
more measurable than traditional WOM (Lee, Park and
Hen, 2008; Park and Kim, 2008). The presentation
format, quantity and persistence of E-WOM
communications have made them more observable.
Word-of-mouth information available online is far more
voluminous in quantity compared to information
obtained from traditional contacts in the offline world
(Chatterjee, 2001). Lastly, traditional WOM emanates
from a sender who is known to the receiver of the
information, thereby the credibility of the
communicator and the receiver knows the message. On
the contrary, the electronic nature of E-WOM in most
applications eliminates the receiver's ability to judge the
credibility of the sender and his or her message.
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The researchers argue that Rindova et al. (2007) the level
of awareness and exposure of the public towards the
product is called Visibility, i.e. how many people know
about the product. Visibility is the regularity that
individuals confront information about or receive
messages about the product. Knowledge of a product is
one of the preconditions that must exist before people
will buy the product.
Li and Zhan, (2011) claimed that these components had
an influence on the credibility of the message. In specific
source credibility is defined as “the perceived ability and
motivation of the message source to produce accurate
and truthful information”. Some other researchers
quoted that credible information sources frequently
produce successful influential messages and induce a
favourable attitude towards the products/services related
to the reviews (Eagly and Chaiken, 1993; Pornpitakan,
2004; Khong and Wu, 2013).

88

OBJECTIVE OF THE STUDY

RESEARCH METHODOLOGY

The primary objectives are
1. To study the Impact of various factors on eWOM
2. To study the Impact of various factors on Visibility

This descriptive study provides the detail explanation on
the impact of various factors on eWOM. The researchers
have identified Shared Content, Source Credibility and
Perceived Usage as the independent variable, which
influences the dependent variables eWOM. The study
focuses on the students various professional college from
south Kerala. The researchers have collected primary
and secondary data for the study. To attain the
objective, a thirty-eight items, seven point Likert scale is
developed and the sample size of ninety is fixed. The
date was analyzed through multiple regression using
SPSS 21.

The secondary objectives are
1. To study the impact of Shared Content on eWOM
2. To study the impact of Source Credibility on
eWOM
3. To study the impact of Perceived Usefulness on
eWOM
4. To study the impact of Shared Content on Visibility
5. To study the impact of Source Credibility on
Visibility
6. To study the impact of Perceived Usefulness on
Visibility

Research and Findings
The results of multiple regression are shown in the
following table. As shown in Table1, respondents have
given a higher scored for Share Content to the mean of
73.05 and standard deviation on 16.99 followed by
Source Credibility with the mean of 66.10 and standard
deviation of 16.15. Among the three variables perceived
usage scored least with the mean of 42.57 and standard
deviation of 10.21.

HYPOTHESES
1. There is no relationship between Shared Content
and eWOM
2. There is no relationship between Source Credibility
and eWOM
3. There is no relationship between Perceived Usage
and eWOM
4. There is no relationship between Shared Content
and Visibility
5. There is no relationship between Source Credibility
and Visibility
6. There is no relationship between Perceived
Usefulness and Visibility

Impact of various factors on eWOM
Table 1 : Descriptive Statistics

Mean
69.1889
73.0556
66.1000
42.5778

Std.
Deviation
16.97711
16.99264
16.15727
10.21783

89

N
90
90
90
90
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Table 2 : Correlations

Pearson
Correlation

Sig. (1-tailed)

N

eWOM
Shared Content
Source Credibilty
Perceived Usage
eWOM
sharedcontent
Source Credibilty
Perceived usage
ewom
SharedContent
Source Credibilty
Perceived usage

eWOM
1.000
.757
.626
.433
.
.000
.000
.000
90
90
90
90

The correlation between the independent variables and
dependent variables are shown in Table 2 it was
observed that the Independent variable Shared content
has the highest correlation of .757 which is significant at
.000 level (P<.05), followed by Source credibility with
the correlation of .626 which is significant at .000 level
(P,.05). The third variable Perceived Usage got a

Shared
Content_
.757
1.000
.670
.485
.000
.
.000
.000
90
90
90
90

Source
Credibili Perceive
ty
d Usage
.626
.433
.670
.485
1.000
.499
.499
1.000
.000
.000
.000
.000
.
.000
.000
.
90
90
90
90
90
90
90
90

correlation of .433 which significant at .000 level
(P<.05). Since the correlation of Shared Content and
Source Credibility towards eWOM is more closer to 1, it
can be concluded that both these Independent variables
have got a Strong Positive correlation with Dependent
eWOM.

Table 3 : Model Summary

Change Statistics
R
Square

Adjusted
R Square

Std. Error
of the
Estimate

R
Square
Change

F
Change

Model

R

1

.757

.573

.568

11.16065

.573

117.939

1

88

.000

2

.773

.598

.589

10.88428

.026

5.526

1

87

.021

Effulgence, Vol. 14, No.2, July - December, 2016

90

df1

Sig. F
Change

df2

It was found from Model 2 (Table3) the correlation
coefficient of eWOM and the independent variable Share
Content and Source credibility is .773. The explained
variance R Square is .598. The F value is 54.765 it is
significant at .000 levels (table 4). If the regression
coefficient is 70% and above it shows a very good

relationship, 50 to 69 good relationship 30-49 moderate
relationship 10-29 poor relationship and 1-9 negligent
relationship. In this research it was found that 59.8% of
the variant of the dependent variable eWOM is
explained by the independent variable Shared Content
and Source Credibility.

Table 4 : ANOVAc

Model
1

2

Regression

Sum of
Squares
14690.499

Residual

10961.290

88

Total

25651.789

89

Regression

15345.109

2

7672.555

Residual

10306.680

87

118.468

Total

25651.789

89

df

Mean Square
1
14690.499

F
117.939

Sig.
.000a

64.765

.000b

124.560

a. Predictors: (Constant), shared content
b. Predictors: (Constant), shared content Source Credibility
c. Dependent Variable: ewom_sum
Table 5 : Coefficients

Unstandardized
Coefficients
Model

B
(Constant)

Std. Error

13.954

5.220

.756

.070

9.535

5.427

shared content

.612

.092

Source
Credibility

.226

.096

Standardi
zed
Coefficien
ts
Beta

95.0%
Confidence
Interval for B
t

Sig.

Lower
Bound

Upper
Bound

2.673

.009

3.579

24.328

10.860

.000

.618

.894

1.757

.082

-1.251

20.322

.612

6.687

.000

.430

.794

.215

2.351

.021

.035

.417

1
shared content
(Constant)
2

91

.757
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As shown in the figure the beta value of shared content
is .612 which is significant at .000 level (P< .05) and the
beta value of source credibility is .215 which is
significant at .021 levels (P<.05). The beta values show
which variable has a strong influence on the dependent
variable eWOM. It is very clear from the beta value that
the independent variable Share content has more
Positive influence on eWOM followed by Source
Credibility. It was also found that the independent
variable perceived Usage does not have any relationship
with eWOM.

Relationship between Perceived Usage and eWOM
Analysis indicate that there is no significant relationship
between perceived usage and eWOM hence the null
hypothesis s accepted and alternative hypothesis is
rejected at the 5% significant level or at 95% confidence
Impact of various factors on Visibility
Table 6 : Descriptive Statistics

visibility

Mean
26.8667

Std.
Deviation
6.58258

sharedcontent

73.0556

16.99264

90

Source Credibility

66.1000

16.15727

90

Perceived Usage

42.5778

10.21783

90

Relationship between Shared Content and eWOM
Coefficients show P is .000 (P<.05) and hence the
analysis indicate that there is significant relationship
between share content and eWOM hence the null
hypothesis rejected and alternative hypothesis is
accepted at the 5% significant level or at 95% confidence

Here analysis shows that the P value is .021 which is less
than .05 and hence it can be concluded that there is
significant relationship between Source Credibility and
eWOM. Hence the null hypothesis rejected and
alternative hypothesis is accepted at the 5% significant
level or at 95% confidence.

As shown in table.6 shared content has scored the
highest mean of 73.05 and sample deviation of 16.99,
followed by source credibility with the mean square of
66.10 and standard deviation of 16.15, and perceived
usage with the mean square of 42.57 and standard
deviation 10.21

Table 7 : Correlations

Sig. (1-tailed)

N

visibility_sum
1.000

sharedcontent_
sum
.682

sharedcontent_sum

.682

1.000

.670

.485

Source Credibility

.642

.670

1.000

.499

Perceived Usage

.575

.485

.499

1.000

visibility_sum

visibility_sum

tt_sum sc_sum
.642
.575

.

.000

.000

.000

sharedcontent_sum

.000

.

.000

.000

Source Credibility

.000

.000

.

.000

Perceived Usage

.000

.000

.000

.

visibility_sum

90

90

90

90

sharedcontent_sum

90

90

90

90

Source Credibility

90

90

90

90

Perceived Usage

90

90

90

90
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With regard to the objective two, to find out the
significant relationship between various factors on
Visibility, the following results were observed.

Relationship between Source Credibility and eWOM

Pearson Correlation

N

92

(P< .05), since all the values are more or less closer to
positive one, it can be concluded that all the three
variable have a positive relationship with visibility.
Among the three variables it was also observed that
shared content has the strongest correlation with
visibility.

The Pearson Correlation value (r) for the share content
and visibility is .682 which is significant at .000 level
(P< .05), variable Source Credibility .642 which is
significant at .000 level (P< .05) and for the variable
perceived usage is .575 which is significant at .000 level

Std.
Adjusted Error of
R
R
the
Square Square Estimate
.465
.459 4.84253

Change Statistics
R
Square
Change
.465

F
Change
76.451

df1
1

df2
88

Sig. F
Change
.000

Model
1

R
.682

2

.737

.543

.533

4.50056

.078

14.881

1

87

.000

3

.759

.576

.561

4.36125

.033

6.647

1

86

.012

significant at .000 level (table 9). The result indicate that
57.6% of the variants of the dependent variables.
Visibility has been significantly explained by the
independent variable Shared Content, Source Credibility
and Perceived Usage. This shows that there is a good
relationship between independent variable and
dependent variable.

Table 8 : Model Summary
To establish a relationship between visibility and various
independent variables like shared content, Source
credibility and perceived usage, a multiple regression
analysis was conducted. It was found that R, the
correlation coefficient is .759 and R Square, the
explained variant is .576 (table 8). The F value 38.916 is

Table 9 : ANOVA

Sum of
Squares
Model
1
Regression
1792.790
Residual
2063.610
Total
3856.400
2
Regression
2094.209
Residual
1762.191
Total
3856.400
3
Regression
2220.634
Residual
1635.766
Total
3856.400
a. Predictors: (Constant), shared content
b. Predictors: (Constant), shared content
c. Predictors: (Constant), shared content
d. Dependent Variable: visibility

df

93

Mean Square
1
1792.790
88
23.450
89
2
1047.104
87
20.255
89
3
740.211
86
19.021
89

F
76.451

Sig.
.000a

51.696

.000b

38.916

.000c
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Table 10 : Coefficient

Unstandardized
Coefficients

Model
1

B
(Constant)

7.571

2.265

.264

.030

3.188

2.392

Shared content

.204

.032

Source
Credibility
(Constant)

.206

.053

1.962

2.366

Shared Content

.149

.038

Source
Credibility
Perceived Usage

.169
.103

Shared Content
2

3

Std. Error

(Constant)

Beta

95.0% Confidence
Interval for B

t
3.342

Sig.
.001

8.744

Lower
Bound

Upper
Bound

3.069

12.072

.000

.204

.324

1.332

.186

-1.567

7.942

.527

6.360

.000

.140

.268

.320

3.858

.000

.100

.312

.829

.409

-2.742

6.666

.385

3.955

.000

.074

.224

.054

.262

3.144

.002

.062

.276

.040

.253

2.578

.012

.024

.183

If we take the beta value for the standardized coefficient
it is found that the beta value of the shared content is
.385, which is significant at .000 level (P<.05). For the
independent variable the source credibility the beta
value is .262 which is significant at .002 levels (P<.05). It
was found that for the independent variable perceived
usage the beta value is .253, which is significant .012
level. Among the three variables it was found that shared
the independent variable shared content has strong
positive relation with visibility.

.682

Here analysis shows that the P value is .002 which is less
than .05 and hence it can be concluded that there is
significant relationship between Source Credibility and
Visibility. Hence the null hypothesis rejected and
alternative hypothesis is accepted at the 5% significant
level or at 95% confidence.
Impact of Perceived Usage on Visibility
Analysis indicate P value is .012 (P<.05) which indicates
that there is significant relationship between Perceived
Usage and Visibility hence the null hypothesis is rejected
and alternative hypothesis is accepted at the 5%
significant level or at 95% confidence

Impact of Shared Content on Visibility
Coefficients show P is .000 (P< .05) and hence the
analysis indicate that there is significant relationship
between share content and Visibility hence the null
hypothesis rejected and alternative hypothesis is
accepted at the 5% significant level or at 95% confidence.

CONCLUSION
From this study, it is obvious that Social Networking is
a developing social feeling that has marvelous effects on
individuals by empirically testing the relationships of EWOM and Visibility on Shared Content, Source

Impact of Source Credibility on Visibility

Effulgence, Vol. 14, No.2, July - December, 2016

Standardiz
ed
Coefficien
ts

94

Credibility and Perceived Usefulness. Influence of social
media on youth is increasing day by day. More over the
youth population is swayed by the cohorts. And social
media provides a perfect Launchpad for the peer
interaction. This proliferated the influence of eWOM.
Previous researches have shown that the impact of
eWOM is more for experience goods like movies. This
the study depict that the eWOM has a significant
relationship with shared content and source credibility
but does not have significant impact on perceived usages.
The results also find out that the beta value of shared
content and source credibility is 0.612 and 0.215
respectively. Hence it can be concluded that the variable
share content has more impact on eWOM compared to
source credibility. The study also finds out that all the
three variables Shared Content, Source credibility and
Perceived usefulness has a significant relationship with
visibility. The results also find out that the beta value of
shared content, source credibility and Perceived
usefulness is 0.385, 0.262, and 0.253 respectively. Hence
it can be concluded that the variable share content has
more impact on visibility compared to source credibility
and perceived usefulness.
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Analysing the Choice Behavior for Food Products:
A Case Study of District Ambala (Haryana)
* Dr. Kiran Mor
** Ms. Savneet Sethia
*** Mr. Nardev Singh
Abstract
The present study aims to investigate the important factors responsible for the consumer behavior of food items of Ambala District in Haryana
state which is based on the consumption value theory. As per the data collection methodology used in it, it is a field study and the questionnaire
validity and reliability has been measured by Cronbach's alpha and KMO test. It is descriptive study and the sample size chosen was 515
respondents. A multi variable regression i.e hypothesis testing was employed on the collected data in SPSS 19.0. The results prove that function,
epistemic, and emotional values of consumers effects the selection of food products; on the other hand, the social and conditional values does not have
any effect on the choice behaviour. Finally, based on the results, solutions have been provided.
Key Words: Food product, epistemic value, social value, functional value, conditional value, emotional value.

INTRODUCTION

Conceptual Framework

F

Consumption may be represented different to different
people and in different places in the world (Brewer and
Trentmann, 2006; Miller, 1995). Campbell (1995: 102)
has defined consumption as “the selection, purchase,
utility, maintenance, repair, and disposal of any
commodity”. Consumption has been established as a
focus and playground for individual or one kind
freedom, making the future of capitalism more secure
(Bauman, 1992). Consumption may be described as “the
reasons why anything gets produced” (Heiskanen and
Pantzar, 1997). In the United States during the
prosperous years of the 1920s, the meanings of
consumption expanded to include pleasure, enjoyment,
and freedom (Lasch, 1991). Consumption, as an act of
free choice, is intrinsically linked to capitalism and
opposed to sociality, since it is premised on a concern
for goods and services (which replaces a previous
concern for people) and materialism as an unreasonable

or every household, consumption is considered to
be an important activity. The amount of personal
income which we obtain, from our sources, is spent
either on consumption or is saved. Therefore, that part
of personal disposable income which is not saved is
considered to be consumed. Today's consumption is
exacerbating inequalities. If the trend continues without
change - not redistributing from high level income to
low level income consumers, not shifting priority from
consumption for conspicuous display in meeting basic
needs - today's problems of consumption and human
development will be more worse.
The main factors that have influenced the consumer
demand and needs are globalization, the increase in the
number and kinds of goods and services in the market,
the rapid development of ICT.

* Professor, Department of Humanities and Social Science, National Institute of Technology, Kurukshetra
**Research Scholar, Department of Humanities and Social Science, National Institute of Technology, Kurukshetra
***Bachelor of Technology, Kurukshetra University, Kurukshetra

desire for products, and contrasts with production by
being intrinsically more superficial (Miller, 1995).
Consumption could be treated primarily as the
consumption of signs rather than as the consumption of
only use-values, a material utility (Featherstone, 1991).
Therefore, “consumption is not just a matter of
satisfying material greed. It is a question of manipulating
symbols for all sorts of purposes” (Bauman, 1992: 223).
Consumption is “not just a means of fulfilling needs, but
permeates our social relations, perceptions, and images”
(Gabriel and Lang, 1995: 1).

who came up with the theory of consumption value
which was known as SNG theory.
Sheth-Newman Gross Model of Consumption Values
According to this model, there are five consumption
values influencing consumer choice behavior such as
functional, social, conditional, emotional, and epistemic
values. Depending upon the consumer any or all of the
five consumption values may influence his decision.
Each consumption value in the theory is consistent with
various components of models advanced by Maslow
(1970), Katona (1971), Katz (1960), and Hanna (1980).
Five consumption values form the core of the model:

The Theory of Consumption Values
In 1991 Sheth and Newman and Goss was the first one

Figure 2-6 : The five values influencing Consumer Choice Behavior

Functional

Conditional

Social

Consumer Choice Behavior

Emotional

Epistemic

Value

Value

Source: Sheth, Newman, and Gross (1991) Pp159-170
It has been observed that consumer behaviour and
expenditure pattern holds a key of interest both to social
scientist and economist, particularly to the latter. The
researcher has always been discussing about the fact that
the consumer behaves in a particular manner.

They found that consumers perceived significantly
higher value for t-shirts designed by themselves than
standard products. Similarly, Franke and Piller (2004)
studied perceived value for customer-designed watches
and found that these products significantly enhanced
perceived value. Both studies operationalized perceived
value as willingness to pay. This conceptualization of
perceived value as money willing to be paid is
insufficient because of the multi-dimensional nature of
the concept of value (e.g., Babin & Darden, 1995;
Holbrook & Corfman, 1985; Holbrook & Hirschman,
1982; Mathwick et al., 2001; Sweeney & Soutar, 2001).
Mass customization may enhance some value
dimensions, but fail to enhance or even reduce other

Despite the anecdotal evidence about the impact of
product price and mass customization on perceived
value of apparel, few studies (Franke & Piller, 2004;
Kamali & Loker, 2002) have empirically tested the
effects of these two factors on perceived value and other
consumer responses. Kamali and Loker (2002) studied
consumers' satisfaction and perceived value (measured as
willingness to pay) towards customer-designed t-shirts.
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dimensions. Therefore, it is necessary to examine the
effects of mass customization on individual dimensions
of perceived value.

The Fourth Value: Epistemic Value
Sheth et al. (1991 ;162) has defined the epistemic value as
under:
"The perceived utility acquired from an alternatives
capacity to arouse curiosity, provide novelty, and/or
satisfy a desire for knowledge. An alternative acquires
epistemic value by items referring to curiosity, novelty,
and knowledge.”

The First Value: Functional Value
Sheth et al. (1991) has defined the functional value as
under:
"Any perceived utility which is acquired from an
alternative for the use of functions, utility or physical
performance. An product acquires the functional value
through the possession of salient features ( i.e functional,
physical attributes and utilitarian). Choice attributes is
used to measure the functional value”

The Fifth Value: Conditional Value
Sheth et al. (1991;162) has defined the conditional value as
under:
"The perceived utility acquired by an alternative is the
result of the specific situation or set of circumstances
facing the choice maker. An alternative acquires
conditional value in the presence of antecedent physical
or social contingencies that enhance its functional or
social value. Conditional value is measured on a profile
of choice contingencies.”

The Second Value: Social Value
Sheth et al. (1991;161) has defined the social value as
under:
"It is the perceived utility which is acquired from an
alternative association with more than one specific social
group. It can be with positively or negatively
stereotyped demographic, socioeconomic, and culturalethnic groups of the alternatives. Choice imagery
measures the social value.”

The specific objectives are as under:

The Third Value: Emotional Value

1.

OBJECTIVE OF THE RESEARCH

Sheth et al. (1991; 161) has defined the emotional value as
under:
"It is those values of perceived utility acquired from an
alternative's capacity which arouses feelings or affective
states. A consumer has an emotional value when
associated with specific feelings. It is basically measured
on the feelings associated with the alternative.”

2.

To determine the effective factors affecting the
choice of food products according to the
consumption value theory.
To provide suggestions which will help the
producers or marketers of the food products.

According to the objective following hypotheses were formulated:
Functional value
H1

Choice behavior
regarding food products
in Ambala (Haryana)

H2

Social value

H3

Emotional value

H4

Conditional value

H5

Environmental value

H6
Epistemic value

99
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So base of this model this article proposes these
hypotheses
1.
2.
3.
4.
5.
6.

population (participants) in the research is infinite. On
the other hand, according to Cochran formula the
sample consists of 515 people who received the
questionnaire.

Consumer choice behavior regarding food products
in Haryana is affected by Functional value.
Consumer choice behavior regarding food products
in Haryana is affected by social value.
Consumer choice behavior regarding food products
in Haryana is affected by emotional value
Consumer choice behavior regarding food products
in Haryana is affected by conditional value
Consumer choice behavior regarding food products
in Haryana is affected by environmental value
Consumer choice behavior regarding food products
in Haryana is affected by epistemic value

Reliability and validity of questionnaire
A pilot study has been conducted to test the reliability
and validity of questionnaire. For reliability croanbach α
and for adequacy KMO test were applied. The
questionnaire was reliable because α was more than 0.775
which means that test was reliable.
Data sources
Primary as well as secondary source of data collection
were applied for the present study. Primary data was
taken from survey and secondary was taken from books
and other published and unpublished journals.

RESEARCH METHODOLOGY
Data Collection
For this data has been collected through primary
survey and for that structured questionnaire has been
designed to get the responses of consumers. Likert's five
point scale was used to get the exact responses of
consumers which varies from strongly agree (5) to
strongly disagree (1). A sample of 515 consumers was
studied to get the answer of the question.

SOCIO ECONOMIC PROFILE OF THE STUDY
Age wise classification of the respondents.
In the present research study, it was found that the 32%
of population lied in the age of 29 -38 years while
another 27.4% of population were in the age of 18-28
years. The sample profile reveals that remaining
classification above 39 years of the age and they were
matured enough to respond towards their decision on
food choices and their consumption.

Sampling unit
The population of the current study includes an infinite
number of 18 years or older consumers from Ambala.
According to the results of Morgan Table number of the

Table 1 : Age wise classification of the respondents.

Valid

18-28

Frequency
141

Percent
27.4

Valid Percent
27.4

165
92
62
55
515

32.0
17.9
12.0
10.7
100.0

32.0
17.9
12.0
10.7
100.0

29-38
39-48
49-58
ABOVE 58
Total

Source: Primary data as per the research study
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Cumulative
Percent
27.4
59.4
77.3
89.3
100.0

Occupation of the sample respondents:
The present study consist of 196 cultivators, 175 agricultural labour, 52 government employess, 39 private employees
and only 53 respondents were self employed.
Table 2 : Occupation of the sample respondents

Valid

CULTIVATOR/LAND
LORD

Frequency
196

LABOR/AGRICULTU
RAL LABOUR
GOVERNMENT
SERVICE
PRIVATE SERVICE
SELF EMPLOYED
Total

Cumulative
Percent
Valid Percent
Percent
38.1
38.1
38.1

175

34.0

34.0

72.0

52

10.1

10.1

82.1

39
53
515

7.6
10.3
100.0

7.6
10.3
100.0

89.7
100.0

Source: Primary data as per the research study
RESULTS
In the present study, descriptive statistics methods from SPSS 19.0 have been used to analyze the data.
Table 3 : The result of multiple linear regression analysis

Model

Standardize
d coefficient
Beta
-

T

Sig.

Constant

Unstandardized
coefficient
B
Std. Error
2.184
0.197

11.06

0.000

Functional
Social

-0.007
-0.086

0.048
0.039

-0.008
-0.113

-0.153
-2.223

0.879
0.027

Emotional

0.175

0.033

0.257

5.251

0.000

Conditional

0.034

0.031

0.048

1.033

0.302

Epistemic

0.191

0.041

0.233

4.683

0.000

Environment

0.226

0.033

0.380

6.760

0.000

In the present study to analyze the data, descriptive and inferential statistics methods (regression analysis) have been
used. Also it is depicted in Fig 2., the Skewedness & Kurtosis levels are between (-2, +2), so the data is considered to be
normally distributed. It was also observed that the error frequency of the curve was normal and regression analysis can
be deployed on it.

101

Effulgence, Vol. 14, No.2, July - December, 2016

Figure 2 : Graph of Standardized residual

In table 4, the result of hypothesis testing has been generated. The following hypothesis has been accepted for the
research study ie H1, H3, H5 and H6 has been accepted while H2 and H4 have been rejected for the consumer choice
behavior of food products in Haryana.
Table 4 : Final result of Hypothesis testing

Hypothesis
H1
H2
H3
H4
H5
H6

f
-0.153
-2.223
5.251
1.033
4.683
6.760

Sig.
0.000
0.89
0.027
0.302
0.000
0.000

The results prove that function, epistemic, and
emotional values of consumers effects the selection of
food products; on the other hand, the social and
conditional values does not have any effect on the choice
behavior.

1.

CONCLUSION
The conclusion of the study depicts the following
results. Functional, emotional, epistemic and
environmental values do have their effect on food
products such as cereal, pulses etc were clearly visible
but social and conditional values does not affect the
purchasing or choice behavior of food products.
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Result
Accepted
Rejected
Accepted
Rejected
Accepted
Accepted
As the consumers are more focus on the functional
values of the products, therefore, the producers
should look into producing a better quality product
and also consumer demands a quality product at a
relatively low price. The producer should not
enhance the prices as it may decrease the quantity of
the product which the consumer will be demanding
at higher prices.
As per the research social values was one of the
consumption values which was being rejected. The
consumer never buys the food product for social
values but yes it is recommended that the social

interest of such products should be broadcasted
through advertisement and marketing sections.
3. Also the producers should provide more and more
information of product as the consumer are more
aware these days and becoming more conscious on
what they are eating, buying and consuming.
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