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Effects of Emotional Dissonance and Display of
Positive Emotions on Employees Intention to Quit:
A Study of Indian Service Firms
Subhash C. Kundu*
Nidhi Gaba**
Neha Gahlawat***
Abstract
The expeditious growth in the services sector has made it mandatory to recognize the concept of
‘emotional labor’ in new light while exploring the field of work-related stress research. In today’s highly
competitive environment, the main challenge before the organizations is to retain the talented workforce.
Considering this, the current study has found it relevant to investigate the effects of emotional dissonance
and display of positive emotions among employees on their intention to quit the organizations. Using
regression analysis on a sample of 346 respondents from service companies in India, the results have
highlighted that both the emotional dissonance and display of positive emotions are positively related
to the employees’ intention to quit.
Keywords: Emotional Dissonance, Display of Positive Emotions, Intention to Quit, Service Sector, India.

Introduction
The frontline employees serving the customers
perform a key linking role between the service
organizations and the customers (Karatepe et al.
2005). Wirtz et al. (2008) also believe that employees
are very crucial for service organizations as they
facilitate excellent services. Undoubtedly, it is the
performance of the frontline employees that leads to
the ultimate success of service organizations. Low et
al. (2001) have observed that with this high
recognition of frontline employees, a major problem
has emerged in service organizations and that is known
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by the name employees’ intentions to quit’. Intention
to quit is defined as the point at which an employee
wishes to terminate the association with his or her
employer (Kim et al. 1996). So, it poses a challenge
before managers to lower employees’ intention to leave
and find out the reasons behind the employee turnover
(Kevin et al. 2004).Turnover intention of employees’
has gained serious attention among the scholars and
researchers of different areas (Lambert et al. 2001).
Employee turnover not only retards the performance
but at the same time hampers the growth of an
organization. It puts a question before an organization
about its survival in the era of globalization and
growing complexity of business (Chen et al. 2010).
So, it becomes essential to understand the factors that
can assist in reducing the employees’ intention to leave.
Now a days, the organizations are working in a rapidly
changing environment facing complex and
competitive business conditions (Cascio 1998).Service
organizations have recognized that their human capital
serve as competitive advantage and losing excellent
employees will come up with critical consequences
(Hong 2007).So, developing job performance and
holding employees act as crucial aspect for success for
the service organizations. It has been observed that

there is dearth of research studies in area of service
sector focusing specifically on employees’ intention
to quit (Kundu and Gahlawat 2015). Batt (2002) has
stated the findings of manufacturing industry cannot
be applied to the service industry because of the
different set of working conditions, demographic
profile, work processes, technology, association among
employees, professional groups and the customers.
Bearing this in mind, we have particularly examined
the ‘intention to quit’ among service sector employees.
‘Emotional labor’, popularly known as the control of
feelings and demonstration at work (Grandey 2000),
is a crucial part of various jobs that demand employees
to communicate with clients, colleagues, and the
society. Service organizations have clearly stated the
need for emotional display in organizational settings
(Zerbe 2000). To conform to these kinds of
specifications, the employees are expected to control
their emotions as well as their emotional display
(Hochschild 1983). Several researchers have specified
on this issue and provided empirical evidences that
the emotional labor is an essential aspect of daily work
life for a number of employees (e.g., Bolton2005).In
subsequence, emotional labor give rise to consequences
which have negative effects on an organization’s growth
like increasing turnover intentions and turnover
among the employees (Goodwin et al. 2011),
declining productivity, and the substantial
replacement costs (Jackson and Sirianni 2009).Chang
and colleagues (2007) have claimed that emotional
exhaustion has not received much attention even
though it is a crucial part of the work organizations.
Further, the scholars have paid less attention on
burnout. Most of the existing studies on burnout have
been conducted in the developed nations. Developing
countries like India have been almost overlooked
(Tourigny et al.2013). With the growing importance
of services sector in Indian economy (Mishra et al.
2012), it becomes utmost important to understand
the emotional dissonance and display of positive
emotions and its outcomes.

Theory and Hypotheses
Emotional Dissonance
In the words of Abraham (1999), emotional
dissonance is one of the aspects of emotional labor.
4

Emotional dissonance is defined as “a state of
discrepancy between public displays of emotions and
internal experiences of emotions that often follows
the process of emotion regulation” (Ashforth and
Humphrey 1993; Grandey 2000). Emotional
dissonance is a persistent problem faced by service
organizations which is conceivably a crucial
determinant of employees’ intention to quit (Mishra
and Bhatnagar 2010). The research related to
emotional dissonance highlights that its existence is
distressing and in turn, motivates the employees to
eliminate themselves from the positions in which
emotional dissonance emerges (Chau et al. 2009).
Emotional dissonance has many negative
consequences linked to it such as job dissatisfaction
(Adelmann 1989), burnout (Schaible 2006), workstress (Tewksbury and Higgins 2006), and employee
turnover (Moore 2000). Abraham (1999) further
highlights that the emotional dissonance can stimulate
the employees’ intentions’ to quit. Through a study
of frontline hotel employees in Northern Cyprus,
Karatepe et al.(2009) have also explored the similar
findings that there is a high impact of emotional
dissonance on emotional exhaustion and intentions
to quit. On the same line, Zerbe (2000) has also
confirmed that emotional dissonance intensifies the
intention to quit the organization among employees.
So, the following hypothesis can be raised:
Hypothesis 1: Emotional dissonance is positively
related to intention to quit.

Display of Positive Emotions
Besides the rising work load in the services sector
(Peeters and Le Blanc 2001), the frontline employees
are forced to express the socially required emotions as
a job demand (Hochschild 1983).Display of
employees’ positive emotions is defined as “the extent
to which employees show positive emotions in order
to deliver quality experiences in service encounters”
(Lam et al. 2010).The display of positive emotions
has been found to be strongly related to customer
satisfaction, loyalty, and customers’ perception of
services quality (Tsai and Huang 2002).According to
Lam et al. (2010), burnout in the employees has a
tendency to bring down the emotional efforts, and
hence, the frontline employees initiate a fewer exertion
in displaying the positive emotions. The employees
IITM Journal of Management and IT

Table 1: Demographics and Sample Characteristics
Variables

Categories

Gender

Male
Female
Total

Work
experience

In the corporate sector
In the present company

Age

Below 25
26-30
31-40
41-50
51-60
Above 60 years
Total

94
123
67
20
39
3
346

27.2
35.5
19.4
5.8
11.3
0.9
100.0

Industry

ITES
Banking
Insurance
Financial Services
Food and Beverages
Retailing
Others
Total

71
94
30
49
20
20
62
346

20.5
27.2
8.7
14.2
5.7
5.7
18.0
100.0

working in the service organizations are insisted to
display positive and pleasing emotions and suppress
the negative emotions in order to attain customer
satisfaction and loyalty. Though, the continuous
control and display of positive emotional tone
demands considerable emotional efforts (Rafaeliand
Sutton 1987), which instigates the service employees
to be sensitive to thoughts such as confused and
exhausted due to their work (Wilk and Moynihan
2005). To a great extent the attention has been paid
on the research exploring how and when about the
emotional labor, for example, regularity in display of
positive emotions and the increased levels of customer
interaction result into emotional exhaustion (Morris
and Feldman 1996).The amount of research which is
primarily based on the conservation of resources
(COR) theory (Hobfoll1989) indicates that the
emotionally exhausted employees are likely to preserve
or increase their depleted resources either by reducing
their efforts for displaying positive emotions or by
quitting the workplace (Halbesleben 2006). Hence,
the following hypothesis can be proposed:
Volume 7, Issue 2

• July-December 2016

Number

Percentage

272
74
346

78.6
21.4
100.0

Average

8.99
6.73

Hypothesis 2: Display of positive emotions is
positively related to intention to quit.

Research Methodology
Sample
This study used a questionnaire survey method for
collecting primary data from the respondents. Overall,
650 questionnaires were distributed and out of the
sent questionnaires, 420 questionnaires were retrieved.
After examining all the retrieved questionnaires, it was
found that 346 questionnaires were valid and could
be used for the analysis, thus, generated 53.23%
response rate. This level of response rate is considered
adequate for the social sciences research (Alreck and
Settle 1995). The classification of the sample is
displayed in Table 1.
Table 1 demonstrates that the sample comprised of
21.4% females and 78.6% of males. Average work
experience of employees in the corporate sector was
8.9 years and average experience in the present
company was 6.73 years. The sample covered
employees belonging to different age groups who were
5

classified as follows: below 25 years(27.2%), 26-30
years (35.5%), 31-40 years (19.4%), 41-50 years
(5.8%), 51-60 years (11.3%), and more than 60 years
(0.9%).Further, employees belonging to different
industries included: ITES (20.5%), Banking (27.2%),
Insurance (8.7%), Financial services (14.2%), Food
and Beverage (5.7%), Retailing (5.7%), and others
(18%).

Measures
Emotional dissonance (independent variable)
Using a 5-point rating scale ranging from 1 (Never)
to 5 (Always), emotional dissonance was measured
with four items taken from the study of Zapf et al.
(1999).An example of the items is ‘How often in your
job do you have to display emotions that do not agree
with your true feelings’. The value of Cronbach alpha
for the scale was 0.848 (Hair et al. 1998).
Display of positive emotions (independent variable)
The display of positive emotions was measured using
the eight-item scale given by Zapf et al. (1999). The
items were measured on a 5-point scale ranging from
1(Never) to 5 (Always). An example of the items is ‘
How often in your job do you have to display,
according to the situation, differing positive emotions
towards clients (i.e. friendliness and enthusiasm and
hope etc.)’. The Cronbach alpha for this scale was
0.833(Hair et al. 1998).
Intention to quit (dependent variable)
The intention to quit was measured on a five point
scale ranging from 1 (strongly disagree) to 5 (strongly
agree). The items were adapted from (Kundu and
Gahlawat 2015; Jenkins 1993; Kransz et al. 1995)
study. An item for example is, ‘I often think about
resigning’. The cronbach alpha measured for the scale
was 0.895.

Statistical Methods
In this study, the statistical methods used for the
analysis of primary data were factor analysis,
correlations, and regression analysis. Exploratory
factor analysis (EFA) was applied for the data
reduction and obtaining the broader factors.
Confirmatory factor analysis (CFA) was used for
checking the convergent and discriminant validity of
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the scales used. Correlations were used for examining
the prelim relationships between the different variables
and regression analysis was applied to determine the
effects of emotional dissonance and display of positive
emotions on intention to quit.

Results and Discussion
Exploratory and Confirmatory Factor Analysis
A two -staged technique was applied for analyzing
the data at the initial stage. Primarily, all the underlying
variables under investigation were subjected together
for exploratory and confirmatory factor analysis for
testing their validity and reliability. At the first stage
of the analysis, all the 14 items were analyzed by way
of exploratory factor analysis (EFA) for studying the
pattern of loadings of all the items under investigation
on their resultant constructs. The EFA results
explained the 3 factors solution, maintaining the
criterion that the factors exhibiting the eigen values
larger than 1.00 would be kept. The cronbach’s alpha
was measured for the scales for checking their internal
reliability. The values lied between 0.833 and 0.895
clearly maintaining the adequate internal reliability
(0.70) suggested by (Hair et al. 1998). Additionally,
first order confirmatory factor analysis was applied
using AMOS 18. Average variance extracted (AVE)
and composite reliability (CR) were computed for
checking the convergent and discriminant validity for
the scales. All the 14 items (retained after EFA) were
held on their expected latent constructs while allowing
all the constructs to correlate. The CFA results
illustrated that all the factor loadings were significant
(p ≤ 0.001) and greater than 0.50 (for details, refer to
appendix 1). Though, one item showed a lower factor
loading it was removed at this step (for removed item,
see appendix 1).The values calculated for the CR
estimates varied between 0.837 and 0.892, higher than
the standard value of 0.70 (Hair et al. 2010).
The average variance extracted was measured for all
the constructs and the value ranged from 0.585 to
0.633, greater than the recommended value of 0.50
(Hair et al. 2010), hence, confirming the convergent
validity of the constructs (Zhao and Cavusgil 2006).
For verifying the discriminant validity, the values of
the average shared variance (ASV) and maximum
shared variance (MSV) were computed for all the
IITM Journal of Management and IT

Table 2: Correlations between Major Study Variables
Items

No. of
item

Mean

SD

Gender

Average Emotional
age
dissonance

Display of Intention
positive
to quit
emotions

Gender

-

0.79

0.411

-

Average age

-

33.054

10.075

0.123*

-

Emotional
dissonance

4

2.882

0.989

0.015

-0.148**

-

Display of
positive
emotions

3

3.498

1.009

-0.027

0.032

0.439**

-

Intention to
quit

6

2.800

.920

-0.003

-0.341**

0.434**

0.161**

-

* Correlation is significant at the 0.05 level (2-tailed).** Correlation is significant at the 0.01 level (2-tailed).
constructs. The values of ASV and MSV both were
smaller than the AVE for all the constructs, thus,
proving the discriminant validity of the constructs
under study (Alumran et al. 2014; Hair et al. 2010).
Besides, we assessed a three-factor model for our study.
The results for the CFA measuring the three-factor
model were ÷2/df = 3.620 showing a lesser value than
the tolerable level of 5.0 ( Harrison and Rainer 1996),
Tucker Lewis index (TLI) = 0.917 larger than standard
value of 0.90 (Hu and Bentler 1998), comparative fit
index (CFI) = 0.936 higher than the allowable value
of 0.90 (Hu and Bentler 1998),and root mean square
error of approximation (RMSEA) = 0.08 comparable
to the maximum value of 0.08 (Garver and Mentzer
1999). Overall, these values recommended a good fit
to the data.

Descriptive Statistics
Table 2, shows the descriptive statistics of the collected
data. It includes means, standard deviations and
bivariate correlations. The correlations amongst the
emotional dissonance, display of positive emotions
and intention to quit have confirmed the established
hypotheses. We controlled for gender and age of the
employees for checking their latent spurious effects
(Zapf and Holz 2006).

Regression Analysis
For testing the stated hypotheses, the regression
analysis was applied to check the effects of emotional
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dissonance and display of positive emotions on
employees’ intention to quit. Table 3 highlights the
regression analysis results. Model 1 was considered as
a base model showing the effect of control variables.
It was found to be statistically significant as per F
statistics. Average age had shown significant effect on
intention to quit (β = -0.346, p ≤ 0.001). Other
control variables included in the study did not explain
any significant impact on intention to quit. Model 2
demonstrated the direct effect of emotional dissonance
on intention to quit and were found statistically
significant at p ≤ 0.001 level (taking into consideration
F statistics). Coefficient of emotional dissonance was
found significant and positive for intention to quit
(β = 0.391, p ≤ 0.001). So, the results proved the
hypothesis1.Similar to our study results, Goldberg and
Grandey (2007) have explored that the extended
emotional dissonance drains service employees’ inside
resources, resulting into negative outcomes for the
organization. Likewise, Abraham has (1999) explored
that the emotional dissonance leads to job
dissatisfaction which further results into high
intention to quit among employees. Model 3
demonstrated the direct effects of display of positive
emotions on intention to quit and were found
statistically significant at p ≤ 0.001 level (taking into
consideration F statistics). Coefficient of display of
positive emotions was found significant and positive
for intention to quit (β = 0.174, p ≤ 0.001). Hence,

7

Table 3: Results of Regression Analyses Showing Effects of Emotional Dissonance and
Display of Positive Emotions on Intention to Quit
Variable

Model 1

Intention to quit Model 2

Intention to quit Model 3

Gender

0.040

0.027

0.045

Average age

-0.346***

-0.286***

-0.352***

Emotional dissonance

-

0.391***

-

Display of positive
emotions

-

-

0.174***

R2

0.118

0.267

0.148

Adjusted R2

0.113

0.261

0.140

F statistic

22.878***

41.546***

19.765***

N

346

346

346

Note: *p< 0.05, **p < 0.01, * * *p < 0.001
the results confirmed the hypothesis 2. On the same
line, Chau et al. (2009) have established that emotional
labor has an effect on emotional exhaustion, intention
to quit, and the actual turnover. In a study of call
center employees, Goodwin et al. (2011) have also
found that surface acting is directly associated with
the emotional exhaustion and employees’ turnover
intentions. They have further explored that surface
acting is directly and positively related to employee
turnover and whereas no significant relationship is
found between deep acting and employee turnover.
In their opinion, carrying on positive emotional
display rather than acting realistically is a stressful
experience for employees and it further leads to
quitting actions and behaviors.

Conclusions
Considering the current scenario of uncertainty and
the heightened competition in the service sector, the
employee turnover is one of the key challenges faced
by HR managers. Considering the lack of empirical
studies highlighting the various consequences of
display of positive emotions and emotional
dissonance, the present study has explored the effects
of emotional dissonance and display of positive
emotions on employees’ intention to quit within the
Indian framework. The current study adds to the
theory as well as to the management practice.
Theoretically, the findings of our study confirm the
negative impact of emotional dissonance and display
8

of positive emotions on the workforce and their
organizations. In light of these findings, the HR
managers are advised to develop the HR policies so as
to manage the emotional dissonance and emotional
display among employees. This will definitely be
helpful in reducing the turnover intentions among
the employees which is of prime concern in today’s’
scenario. In all, by focusing on the consequences of
emotional dissonance and display of positive
emotions, the study has effectively drawn the attention
of the HR managers back on the most significant
resource of the organizations i.e. the employees.
The study also has certain limitations and therefore,
recommends certain guidelines for the future research.
The first limitation of the study is that it is based on
a single technique, i.e. survey questionnaire method
has been used for gathering data from the employees
working in different organizations. There are chances
that the results might be affected by common method
variance. The future researches can be conducted by
gathering data at distinct time period. The other
limitation of the study is that it is based on service
companies operating within India. In future, the
comparative study can be conducted to see the
differences across the cultures. The other limitation is
that we have considered only two control variables in
our study i.e. age and gender. Future researches can
be carried out by considering some other control
variables like total work experience, education, etc.
IITM Journal of Management and IT
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Appendix 1: Measurement variables with EFA and CFA loadings, validity and reliability values
Factors and measurement items
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Emotional dissonance
How often in your job do you have to display
emotions that do not agree with your true feelings?
How often in your job do you have to display emotions that
do not agree with your actual feelings towards the clients?
How often in your job do you have to suppress
emotions in order to appear “neutral” on the outside?
How often in your job do you have to display
pleasant emotions (i.e. friendliness) or
unpleasant emotions (i.e. strictness) on the
outside while actually feeling indifferent inside?
Display of positive emotions
How often in your job do you have to display, according
to the situation, differing positive emotions towards
clients (i.e. friendliness and enthusiasm and hope etc.)?
How often in your job do you have to put clients
in a positive mood (i.e. pleasing somebody)?
How often do you yourself have to come across as being
in a positive mood when dealing with clients (i.e. cheerful)?
Intention to quit
I often think about resigning.
It would not take much to make me resign
from this organization.
I will probably be looking for another job soon.
I intend to leave the organization in the near future.
I do not enjoy this job and have been
searching for other positions.
People often get fired from this organization
without good reason.
I may not have a good future if I stay with this organization.

Factor
loadings
EFA

Factor
loadings
CFA

0.898

0.852

0.845

0.843

0.540

0.634

0.768

0.741

0.770

0.725

0.863

0.869

0.885

0.796

0.807
0.737

0.801
0.701

0.849
0.800
0.822

0.883
0.827
0.783

0.701

0.546

0.790

*

Cronbach
alpha

Composite
Reliability
0.854

Average
Variance
Extracted
0.597

Maximum
shared
variance
0.213

Average
shared
variance
0.200

0.848

0.833

0.837

0.633

0.186

0.105

0.895

0.892

0.585

0.213

0.119
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Notes: 1. The three latent variables explained 69.392% of the variance because of exploratory factor analysis. 2. All the factor loadings related to confirmatory factor analysis
were significant at 0.001 level. Model fit statistics: ÷2/df =3.620 ; CFI = 0.936 ; TLI = 0.917 ; GFI= 0.915; RMSEA = 0.08. 3. Item * got deleted during CFA
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Abstract
Banking sector is the major source of finance for modern trade and commerce. The economic progress
of a country depends upon financial intermediaries such as banks. The performance of Indian banks
has remained robust during the past few years despite the challenges due to both domestic and
international developments. From the point of investment decisions, fundamental analysis is quite
significant. It provides an insight into the economic performance of a business enterprise. This research
was undertaken to understand the performance of the Indian Banking system. The present study makes
it clear that EPS is the strongest indicator for an investor to look for before investing his money in a
company. A company may have high OPM, NPM, ROE, PER, DPS and DPR but there is no significant
relationship found between these variables and EPS. Moreover in order to which company will be more
profitable, an investor should compare the EPS of all companies taken into consideration because a
company may be having profits but it may not always give dividends and can keep the profits as
retained earnings. Therefore EPS becomes the best indicator for investment decision.
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Introduction
The banks are financial intermediaries which help in
the mobilization of savings of the society and provide
credit to people and different sectors in the economy.
Banking sector is the major source of finance for
modern trade and commerce. With the coming of the
era of liberalization, privatization and globalization
the profitability, efficiency and productivity have
become more important because of the increase in
competition. As financial intermediaries the banks
play an important role in the economic growth and
development of the country.
The world economy saw a lot of ups and downs
between 2006 and 2012. After the collapse of the
Lehman Brothers there was a financial crisis
throughout the world. The economic development is
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not possible without a sound financial system. For
the efficient allocation of scarce resources a welldeveloped and well-regulated financial sector is very
important.
An effective banking system is necessary for healthy
growth of the Indian economy. The Indian Banking
system should be able to cope up with the
technological challenges caused by external or internal
sources. India’s banking system has extensive reach.
An important factor for the economic growth of India
has been the presence of banks in the remotest corners
of the country. The performance of Indian banks has
remained robust during the past few years despite the
challenges due to both domestic and international
developments. The improvement in the capital base,
asset quality, and profitability shows the resilience of
the banking sector.
Fundamental analysis is a method that attempts to
predict the intrinsic value of an investment. It is based
on the theory that the market price of an asset tends
to move towards its ‘real value’ or ‘intrinsic value’.
Fundamental analysis attempts to find out the true

value of securities so that the investors can decide to
buy or not to buy the securities at the current market
prices. Understanding of the direction and velocity
of the company is essential to make successful
investment in stocks. Velocity means the speed and
distance a company achieves over time, this may be
earnings, profit, sales or margin. On the other hand,
direction indicates the way the company is going, up
or down. In this paper three banking companies listed
on the Sensex have been taken for study to understand
the banking sector of India in general.

Literature Review
The literature on the subject throws ample light on
the importance of strong fundamentals of banks.
Ayanda et al (2013) identified the main factors
affecting profitability by a study on First Nigerian
Bank Plc covering a period of three decades from 1980
to 2010. The following conclusions were drawn after
consideration of the bank specific and micro economic
factors (a) broad money, labour efficiency were the
factors that had a positive and significant affect (b)
the factor that affected positively but insignificantly
was size(c) the factor that affected negatively and
significantly was inflation and (d) the factors that
affected negatively but insignificantly were capital
adequacy, credit risk, liquidity, real GDP and
management efficiency.
Bhatia et al (2012) have made a study on 23 Indian
private banks for the data period 2006-07 to 200910 aimed at identifying the determinants of
profitability.
Kavitha (2012) has made an investigation into the
determining factors of profitability of Scheduled
Commercial Banks in India covering 56 banks. In
order to find out if there was any significant difference
in the mean value of two groups (one whose
profitability exceeded the mean and the other whose
profitability was less than the average). The researcher
found that the main variables that discriminated
between the different bank categories were credit
deposit ratio, percentage of priority sector advances
and government securities to asset ratio.
Javaid et al (2011) have studied the key internal factors
affecting banking profitability in Pakistan considering
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the top ten banks (covering more than 75% of the
assets) for the period 2004 to 2008. They showed on
the basis of regression that return on assets was affected
negatively by asset size, positively by loan percentage
positively and significantly by both capital ratio and
deposit ratio.
Ramadan et al (2011) studied ten commercial banks
listed in the Amman Stock Exchange during period
from 2001 to 2010. The profitability indicators used
were Return on asset and return on equity. The
findings revealed the presence of mixed result. In the
case of ROA as the explained variable, capital adequacy
ratio total liability percentage, credit risk, cost
management and market concentration showed
significant effect. In the other case, the only change
was the insignificant affect of credit risk.
Mishra, Sarma and Avadhanam (2011) found that
after liberalization in the 90s and the entry of private
players there has been an increase in the levels of
competition as experienced by the Indian banks and
financial institutions.
Mandal and Sahoo (2011) in their study between 1997
and 2005 found that the nationalized banks have not
yet exercised their cost minimizing principles as
compared to other banks.
Alexiou and Safoklis (2009) studied six banks of the
Greek banking sector which had more than 80% of
the market share (in terms of assets, loans and deposits)
for the period 2000 to 2007. The identification of
determinants of profitability showed that of all the
macroeconomic factors, inflation, private
consumption and GDP were found to have an
insignificant effect. In terms of the bank-specific
factors, only size affected positively and significantly
in contrast to the significant, negative effect of credit
risk, bank productivity and efficiency.
Pushpakumara and Fernando (2009) have focused on
the profitability analysis of the Sri Lankan banking
industry covering banks listed on Colombo Stock
Exchange over period 2004-08. The regression using
PBIT as the dependent variable and bank specific
factors like total assets, share capital, number of
branches and products as the independent variable
revealed that all above factors proved to be critical
ones.
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Aburime (2009) has analyzed 33 Commercial Banks
and Merchant Banks in Nigeria covering data for the
period 2000 to 2004. The application of regression
method revealed that capital size, credit portfolio size
and ownership concentration had significant effect,
whereas deposit size, labour productivity, state of IT,
ownership and control-ownership disparity had no
significant effect. The bank-risk profitability
relationship proved to be inconclusive.
Flamini et al (2009) have studied 389 banks covering
41 sub Saharan countries over the period 1998 to 2006
to identify the factors affecting return on asset. The
independent variables were divided into two
categories: bank specific factor and micro economic
factors. Some of the main finding were:-(a)The
variables having a positive affect included
capitalization extent , credit risk (significant)size
overhead costs, inflation , non-fuel prices(b) the
variable having no affect were market concentration,
GDP per capita and foreign ownership and (c) the
variables having negative affect included fuel prices
and public ownership.
Badola and Verma (2006) have made a study on the
profitability aspect of banks in India. They covered
27 public sector banks for the period from 1991-92
to 2003-04. The application of stepwise regression
method showed that non-interest income, operating
expenses, provisions and spread had a dominating
effect. On the other hand, credit-deposit ratio, nonperforming assets and staff productivity had an
insignificant effect.
Morgan Stanley recommended raising exposure to
Indian bank credit despite deteriorating fundamentals
in the sector. According to Morgan Stanley, attractive
technical’s, low capital deficits, and fair sector
valuations make Indian bank credit attractive. Morgan
Stanley credit analyst Desmond Lee admitted that
Indian banks had been the biggest underperformers
in the region for the past 18 months leading to June
2012, but he claimed that opportunities existed within
the sector (“Morgan Stanley increases exposure to
Indian credit as fundamentals deteriorate,”2012).
Athanasglou et al (2005) also have made an analysis
of the Greek banking industry to identify the main
factors affecting return on asset by considering bank
14

specific, industry specific and microeconomic factors.
Of all the factors, following observations were made
(a) the factor that affected positively and significantly
were capital ,productivity growth , business cycle (b)
operating expenses and industry concentration
affected negatively but the affect was insignificant
and(c) inflation affected positively that too
significantly.
Calomiris and Manson (2003) assembled bank-level
and other data for Fed member banks to model
determinants of bank failure.
Cheema and Aggarwal (2002) found that commercial
banks operating in India were operating below the
average level of efficiency.
Sathye (2001) observed that the mean efficiency score
of Indian banks compares well with the world mean
efficiency score.
Molyneux and Thornton (1992) have found that the
expense variable affected European Banking
profitability positively. They proposed that high profits
earned by firms in a regulated industry could be
appropriate in form of higher salary and wage
expenditures. Their findings supported the efficiency
wage theory, which stated that the productivity of
employees increased with the wage rate.
Bisky (1982) reported on the operations methods of
banks for success and profit in business in the U.S. He
ascertained the impact of good relations with customers
and employees on the banking business. The bank’s
success was also attributed to diligent asset/liability
management and tight control of non-interest expenses
as well as simplicity of the fundamentals of banks.

Objectives of the Study
As investment decision making is continuous in nature
therefore it should be attempted systematically.
Fundamental analysis and technical analysis are the
two important approaches of investment decision
making. In fundamental analysis, the investor attempts
to look at the fundamental factors that affect risk and
return characteristics of the security. Economic and
industry analysis are part of the fundamental analysis.
The main objective of the present study is to analyze
the profitability position of the banking sector by
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taking few sample banking companies. The secondary
objective is to make a comparative analysis among
the fundamentals of the sample banking companies.

Data Analysis and Interpretation

Hypotheses

Operating Profit Margin (OPM): The operating
profit margin is a ratio of operating profit to total
revenue. It indicates the effectiveness with which a
company controls the cost and expenses associated
with their normal business operations.

H0: There is no significant relationship between the
selected variables of the sample companies.
H1: There is a significant relationship between the
selected variables of the sample companies.

Research Methodology
Research Design – The present study is descriptive
and analytical in nature.
Sample: The present study is descriptive and analytical
in nature. The sample consists of three Banking
companies chosen from the BSE Sensex. The banking
companies which are a part of the BSE sensex are
Punjab National Bank, Axis Bank and Indusind Bank.
Key variables: The variables which have been
considered in the study are:1. Operating Profit Margin (OPM)
2. Net Profit Margin (NPM)
3. Return on Equity (ROE)
4. Earnings Per Share (EPS)
5. Price Earnings Ratio (PER)
6. Dividend Per Share (DPS)
7. Dividend Payout Ratio (DPR).
Time Period: The period of the study is from 201011 to 2014 -15.
Source of Data: The data on key variables was
compiled from the annual report of the respective
banks.
Statistical Tools: The statistical tools that have been
used in this study include Arithmetic Mean, Multiple
Regression and One-way Analysis of Variance
(ANOVA).

The various variables used in the study have been
defined as under:-

Net Profit Margin (NPM): Net Profit Margin is the
ratio of net profit to total revenue earned by a
company. This indicates how much a company is able
to earn after meeting all direct and indirect expenses
for every rupee of revenue.
Return on Equity (ROE): It is a ratio of earnings
after taxes and preferred dividend to owner’s Equity.
It indicates how much profit is generated using the
owner’s capital.
Earnings per Share (EPS): It indicates how much
earning is being generated for each share. It is the ratio
of earning available to an equity shareholder to the
total number of outstanding equity shares. Higher the
EPS, the greater is the profitability of the company.
Price Earnings Ratio (PER): The price earnings ratio
is the ratio of the market price per share to earnings
per share. It indicates the responsiveness between
earning capacity and share price in the market.
Dividend per Share (DPS): The dividend per share
is the ratio of dividend paid and the total number of
outstanding shares. The higher the DPS, the higher is
the earning for the Shareholders.
Dividend Payment Ratio (DPR): The dividend
payment ratio expresses the relationship between
Dividends share and earnings per share. It indicates
as to what percentage of earnings are being distributed
to the shareholders.

Analysis of the relation between different variables of Punjab National Bank by using Multiple Regression
YEAR
2014
2013
2012
2011
2010

EPS
92.32
134.31
144
139.94
123.86
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OPM
16.56
16.73
18.4
21.11
24.63
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NPM
6.99
10.29
12.02
14.48
15.64

ROE
10.17
16.48
21.05
24.45
26.59

PER
8.06
5.34
6.43
8.72
8.18

DPS
10
27
22
22
22

DPR
10.83
23.51
15.27
15.72
20.74
15

Table 1: Multiple Regression Analysis of PNB
Variables Entered/Removedb
Model

Variables Entered

Variables Removed

Method

1

ROE, OPM, NPM

.

Enter

a. All requested variables entered.
b. Dependent Variable: EPS
Model Summary
Model
1

R
.997

R Square

Adjusted R Square

Std. Error of the Estimate

.993

.974

3.35123

a

a. Predictors: (Constant), ROE, OPM, NPM
ANOVAb
Model
1

Sum of Squares

df

Mean Square

1711.146
11.231
1722.377

3
1
4

570.382
11.231

Regression
Residual
Total

F

Sig.

50.788

.103a

Beta

t

Sig.

-1.568
.526
1.526

14.708
-7.463
.459
1.464

.043
.085
.726
.382

a. Predictors: (Constant), ROE, OPM, NPM
b. Dependent Variable: EPS
Coefficientsa
Standardized
Coefficients

Unstandardized Coefficients
Model
1

(Constant)
OPM
NPM
ROE

B

Std. Error

180.226
-9.551
3.172
4.814

12.253
1.280
6.906
3.289

Interpretation:
From the Variables Entered/Removed Box, the
variables entered are OPM, NPM and ROE. The
method used is Enter Method and EPS is the
dependent variable.
From the Model Summary Box since the value of R is
0.997 so we can say that there is high degree of

correlation between OPM, NPM, ROE and EPS.
From the ANOVA table since the significant value is
0.103 which is greater than 0.05 so the Regression
Model is not fit.
From the Coefficient Box since the significant values of
OPM, NPM and ROE are greater than 0.05 so we can
conclude that EPS is not dependent on either of these.

Variables Entered/Removedb
Model

Variables Entered

Variables Removed

Method

1

DPR, PER, DPS

.

Enter

a. All requested variables entered.
b. Dependent Variable: EPS
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Model Summary
Model
1

R
.994

a

R Square

Adjusted R Square

Std. Error of the Estimate

.989

.956

4.35155

a. Predictors: (Constant), DPR, PER, DPS
ANOVAb
Model
1

Sum of Squares

df

Mean Square

1703.441
18.936
1722.377

3
1
4

567.814
18.936

Regression
Residual
Total

F

Sig.

29.986

.133a

Beta

t

Sig.

.064
1.716
-.951

3.616
.514
8.176
-4.548

.172
.698
.077
.138

a. Predictors: (Constant), DPR, PER, DPS
b. Dependent Variable: EPS
Coefficientsa
Unstandardized Coefficients
Model
1

(Constant)
PER
DPS
DPR

B

Std. Error

72.050
.941
5.645
-3.971

19.927
1.832
.690
.873

Standardized
Coefficients

a. Dependent Variable: EPS

Interpretation:

Model is not fit.

From the Variables Entered/Removed Box, the variable
entered are PER, DPS, DPR. The method used is
Enter Method and EPS is the dependent variable.

From the Coefficient Box since the significant values
of PER, DPS, DPR are greater than 0.05 so we can
conclude that EPS is not dependent on either of these.

From the Model Summary Box since the value of R is
0.994 so we can say that there is high degree of
correlation between PER, DPS, DPR and EPS.

Therefore the Hypothesis H1 i.e there is significant
relationship between the selected variables of Punjab
National Bank is rejected and Null Hypothesis i.e there
is no significant relationship between the selected
variables of Punjab National Bank is accepted.

From the ANOVA table since the significant value is
0.133 which is greater than 0.05 so the Regression

Analysis of the relation between different variables of Axis Bank by using Multiple Regressions
YEAR
2014
2013
2012
2011
2010

EPS
132.33
110.68
102.67
82.54
62.06
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OPM
14.4
11.41
10.69
13.67
25.58
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NPM
16.34
15.35
15.47
17.12
16.1

ROE
17.43
18.53
20.29
19.34
19.15

PER
2.21
11.76
11.16
17.01
18.84

DPS
20
18
16
14
12

DPR
15.11
16.29
15.51
16.91
22.56
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Table 2: Multiple Regression Analysis of Axis Bank
Variables Entered/Removedb
Model

Variables Entered

Variables Removed

Method

1

ROE, OPM, NPM

.

Enter

a. All requested variables entered.
b. Dependent Variable: EPS
Model Summary
Model
1

R
.945

R Square

Adjusted R Square

Std. Error of the Estimate

.893

.571

17.61932

a

a. Predictors: (Constant), ROE, OPM, NPM
ANOVAb
Model
1

Sum of Squares

df

Mean Square

2581.379
310.441
2891.820

3
1
4

860.460
310.441

Regression
Residual
Total

F

Sig.

2.772

.410a

Beta

t

Sig.

-.685
-.210
-.648

2.107
-2.034
-.616
-1.951

.282
.291
.648
.302

a. Predictors: (Constant), ROE, OPM, NPM
b. Dependent Variable: EPS
Coefficientsa
Standardized
Coefficients

Unstandardized Coefficients
Model
1

(Constant)
OPM
NPM
ROE

B

Std. Error

583.107
-3.053
-7.871
-16.480

276.708
1.501
12.771
8.448

a. Dependent Variable: EPS

Interpretation:
From the Variables Entered/Removed Box, the
variables entered are OPM, NPM and ROE. The
method used is Enter Method and EPS is the
dependent variable.
From the Model Summary Box since the value of R is
0.945 so we can say that there is high degree of

correlation between OPM, NPM, ROE and EPS.
From the ANOVA table since the significant value is
0.410 which is greater than 0.05 so the Regression
Model is not fit.
From the Coefficient Box since the significant values of
OPM, NPM and ROE are greater than 0.05 so we can
conclude that EPS is not dependent on either of these.

Variables Entered/Removed Box
Model

Variables Entered

Variables Removed

Method

1

DPR, PER, DPS

.

Enter

a. All requested variables entered.
b. Dependent Variable: EPS
18
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Model Summary
Model
1

R
a

1.000

R Square

Adjusted R Square

Std. Error of the Estimate

1.000

.998

1.09040

a. Predictors: (Constant), DPR, PER, DPS
ANOVAb
Model
1

Sum of Squares

df

Mean Square

2890.631
1.189
2891.820

3
1
4

963.544
1.189

Regression
Residual
Total

F

Sig.

810.407

.026a

a. Predictors: (Constant), DPR, PER, DPS
b. Dependent Variable: EPS
Coefficientsa
Unstandardized Coefficients
Model
1

(Constant)
PER
DPS
DPR

B

Std. Error

54.939
-1.041
5.199
-1.585

15.359
.247
.591
.309

Standardized
Coefficients
Beta

t

Sig.

-.251
.612
-.179

3.577
-4.216
8.793
-5.123

.174
.148
.072
.123

a. Dependent Variable: EPS

Interpretation:

is fit.

From the Variables Entered/Removed Box, the variable
entered are PER, DPS, DPR. The method used is
Enter Method and EPS is the dependent variable.

From the Coefficient Box since the significant values
of PER, DPS, DPR are greater than 0.05 so we can
conclude that EPS is not dependent on either of these.

From the Model Summary Box since the value of R is
1.000 so we can say that there is perfect correlation
between PER, DPS, DPR and EPS.

Therefore the Hypothesis H1 i.e there is significant
relationship between the selected variables of Axis
Bank is rejected and Null Hypothesis i.e there is no
significant relationship between the selected variables
of Axis Bank is accepted.

From the ANOVA table since the significant value is
0.026 which is less than 0.05 so the Regression Model

Analysis of the relation between different variables of Indusind Bank by using Multiple Regression
YEAR
2014
2013
2012
2011
2010

EPS
26.8
20.3
17.17
12.4
8.53
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NPM
13.88
12.71
12.59
13.43
10.63

ROE
17.56
17.81
19.28
19.31
19.51

PER
18.7
19.95
18.69
21.27
20

DPS
3.5
3
2.2
2
1.8

DPR
13.07
17.31
14.89
18.76
24.59

19

Table 3: Multiple Regression Analysis of Indusind Bank
Variables Entered/Removedb
Model

Variables Entered

Variables Removed

Method

1

ROE, NPM, OPM

.

Enter

a. All requested variables entered.
b. Dependent Variable: EPS
Model Summary
Model
1

R
.948

R Square

Adjusted R Square

Std. Error of the Estimate

.898

.594

4.50556

a

a. Predictors: (Constant), ROE, NPM, OPM
ANOVAb
Model
1

Sum of Squares

df

Mean Square

179.552
20.300
199.852

3
1
4

59.851
20.300

Regression
Residual
Total

F

Sig.

2.948

.399a

Beta

t

Sig.

-.644
.613
.033

-.060
-.416
.764
.018

.962
.749
.585
.989

a. Predictors: (Constant), ROE, NPM, OPM
b. Dependent Variable: EPS
Coefficientsa
Standardized
Coefficients

Unstandardized Coefficients
Model
1

(Constant)
OPM
NPM
ROE
Dependent Variable: EPS

B

Std. Error

-17.020
-1.129
3.480
.250

281.650
2.713
4.555
14.023

Interpretation:
From the Variables Entered/Removed Box, the
variables entered are OPM, NPM and ROE. The
method used is Enter Method and EPS is the
dependent variable.
From the Model Summary Box since the value of R is
0.948 so we can say that there is high degree of

correlation between OPM, NPM, ROE and EPS.
From the ANOVA table since the significant value is
0.399 which is greater than 0.05 so the Regression
Model is not fit.
From the Coefficient Box since the significant values of
OPM, NPM and ROE are greater than 0.05 so we can
conclude that EPS is not dependent on either of these.

Variables Entered/Removedb
Model

Variables Entered

Variables Removed

Method

1

DPR, PER, DPS

.

Enter

a. All requested variables entered.
b. Dependent Variable: EPS
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Model Summary
Model
1

R

R Square

Adjusted R Square

Std. Error of the Estimate

1.000

1.000

.15749

a

1.000

a. Predictors: (Constant), DPR, PER, DPS
ANOVAb
Model
1

Sum of Squares

df

Mean Square

199.827
.025
199.852

3
1
4

66.609
.025

Regression
Residual
Total

F

Sig.

2685.536

.014a

a. Predictors: (Constant), DPR, PER, DPS
b. Dependent Variable: EPS
Coefficientsa
Unstandardized Coefficients
Model
1

(Constant)
PER
DPS
DPR

B

Std. Error

21.209
-.541
6.537
-.555

1.855
.091
.162
.028

Standardized
Coefficients
Beta

t

Sig.

-.082
.667
-.347

11.434
-5.949
40.353
-19.752

.056
.106
.016
.032

a. Dependent Variable: EPS

Interpretation:
From the Variables Entered/Removed Box, the variable
entered are PER, DPS, DPR. The method used is
Enter Method and EPS is the dependent variable.
From the Model Summary Box since the value of R is
1.000 so we can say that there is perfect correlation
between PER, DPS, DPR and EPS.
From the ANOVA table since the significant value is

0.014 which is less than 0.05 so the Regression Model
is fit.
From the Coefficient Box since the significant values
of PER is greater than 0.05 so we can conclude that
EPS is not dependent PER. However since the
significant values of DPS, DPR are less than 0.05 so
we can conclude that EPS is dependent on DPS and
DPR in this case.

Comparison of Earning per Share of the Three Banks taken for Study:
Table 4: Comparison of EPS of PNB, Axis and Indusind Bank
Year

PNB

Axis Bank

Indusind Bank

2013

134.31

110.68

20.3

2012

144

102.67

17.17

2011

139.94

82.54

12.4

2010

123.86

62.06

8.53

Average

123.86

98.056

17.04
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Therefore the Hypothesis H1 i.e there is significant
relationship between the selected variables i.e OPM,
NPM, ROE and EPS of Punjab Indusind Bank is
rejected and Null Hypothesis i.e there is no significant
relationship between these variables of Indusind Bank
is accepted.
However for PER, DPS, DPR and EPS the
Hypothesis H1 i.e there is significant relationship
between the selected variables of Indusind Bank is
accepted and Null Hypothesis i.e there is no significant
relationship between the selected variables of Indusind
Bank is rejected.

Interpretation:
By calculating the average EPS for all the three banks
for the period under study we infer that Punjab
National Bank gave the highest EPS to its shareholders.
Thus any investor would like to choose PNB among
all three for investment as it will give him more returns.

Findings
From the point of investment decisions, fundamental
analysis is quite significant. It provides an insight into
the economic performance of a business enterprise.
The main findings of the study are as follows:
1. Punjab National Bank performed better than
other banks on parameters like EPS, DPS.
2. Punjab National Bank paid the highest proportion
of its earnings as dividend to shareholders.
3. There is no significant relationship between the
selected variables of Punjab National Bank.

4. There is no significant relationship between the
selected variables of Axis Bank.
5. There is no significant relationship between the
variables like OPM, NPM, ROE and EPS of
Indusind Bank. However there is significant
relationship between some variables like PER,
DPS, DPR and EPS of Indusind Bank.

Conclusion/Research Implication
The present study makes it clear that EPS is the
strongest indicator for an investor to look for before
investing his money in a company. A company may
have high OPM, NPM, ROE, PER, DPS and DPR
but there is no significant relationship found between
these variables and EPS. So an investor should
compare the EPS of all companies before investing.
Moreover in order to which company will be more
profitable, an investor should compare the EPS of all
companies taken into consideration because a
company may be having profits but it may not always
give dividends and can keep the profits as retained
earnings. Therefore EPS becomes the best indicator
for investment decision.
A retail investor may not have a huge investable
surplus. Hence, he cannot invest his money in different
sectors. His ability to diversify investment is very much
limited. A rational investor should try to identify few
sectors first and then should go for an in depth study
of the sector. He should examine carefully the
fundamentals of the sector before taking a final
investment decision.
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A Study on Relationship between Non-Performing
Assets (NPAs) and Advances of Selected Public
Sector Banks
Renu Choudhary*
Vandana Jain**
Abstract
In emerging economies, banks not merely act as agents of financial intermediation but also carry the
additional responsibility of achieving the government’s social agenda. Banks play a very important role
in economic development of the country as they provide financial resources to different sectors like
agriculture, Industry, SME’s, personal and housing. Extension of credit, however, poses some risks,
which range from pure credit risk to the risk of over-lending. NPAs have been continuously increasing
despite taking all adequate precautions at the time of loan origination. The magnitude of NPAs is
comparatively higher in public sectors banks than in private sector banks. The gross NPAs of banking
sector are estimated at 5 percent of total loans. The cumulative gross NPAs of 24 listed public sector
banks stood at Rs. 3,93,035 crores as on 31st December, 2015 which is nearly 1.5 times of their total
market value. Banks are making attempts to resolve such bad debts but no best way has been found to
deal with them. To improve the efficiency and profitability of banks the NPAs must be reduced and
controlled.
In this paper we have made an attempt to study the trends of Gross NPAs and Gross Advances of ten
selected Public Sector Banks.
Keywords: Non-Performing Assets, Gross Advances, Scheduled Commercial Banks, Public Sector
Banks, Bad loans.

Introduction
Banking sector is the backbone of every economy
since it channelizes funds for various economic and
non economic purposes. Any business cannot operate
without appropriate funding and every entrepreneur
might not have sufficient capital to run the business
so they rely on banks to fulfill their financial needs.
Even in agriculture sector where the income is
uncertain due to climate factors the need for credit
Renu Choudhary*
Associate Professor, Institute of Information
Technology & Management
Janakpuri, New Delhi
Vandana Jain*
Assistant Professor, Institute of Information
Technology & Management
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arises. Since big landlords charge high rate of
interest and exploit the farmer’s, government is
now paying attention to lend to farmers at lower
rate of interest under priority sector lending. The
lending to priority sector is creating a burden on
bank’s balance sheet since majority of debt go bad
due to non- repayment of loans. As the amount of
advances to such sector increases, the risk of non
repayment also increases and it leads to increased
NPAs. The growing NPAs is a prime concern for
the entire banking sector today and if appropriate
steps were not taken to reduce them, the financial
health of the country may deteriorate. In this
context, the present study makes an attempt to
critically evaluate the trends in movement of nonperforming assets of public sector banks in India
and effectiveness of NPAs management from
2010-11 to 2015-16.

Literature Review
Siraj. K.K & Prof. (DR). P. Sudarsanan Pillai, (2014):
This study critically evaluates the trends in movement
of nonperforming assets of public sector banks in India
during the period 2000-01 to 2011-12; thereby
facilitate an evaluation of the effectiveness of NPAs
management in the post-millennium period. This
research also explained the moderating and mediating
role of various bank performance and macroeconomic
indicators on incidence of NPAs.
Vivek Raj Bahadur Singh (2016): This paper
made an attempt to understand NPAs, the status
and trend of NPAs in Indian Scheduled commercial
banks, the factors contributing to NPAs, reasons for
high impact of NPAs on Scheduled commercial banks
in India and recovery of NPAs through various
channels.
Amit Kumar Srivastava and Akansh Srivastava (2016):
This paper talks about the relationship of Net NPA
and Net profit of Public, Private and Foreign Sector
Banks. The test of correlation is used to identify the
correlation between the two Variables.
Mahabub Basha S1 and M.S. Ramaratnam2 (2016):
This paper tries to study the trend of Net profit &
Net NPAs of selected private sector banks in India.
The research study covers the period of five years
(2010-2015). Correlation of coefficient has been
applied for computing the research data. For this study
ICICI, HDFC, YES, AXIS, KOTAK MAHINDRA
banks have taken as a sample.

Objectives of the Study
l

To study the trends of Gross NPAs and Gross
Advances of Scheduled Commercial Banks in
India.

l

To study the trends of Gross NPAs and Gross
Advances of ten selected public sector banks.

study covers the period of six years (2011-2016).
Karl Pearson Correlation coefficient is applied for
computing the research data. For this study, top ten
Public Sector Banks are selected on the basis of their
market capitalization.

Conceptual Framework
Non Performing Assets: NPA arises when banks
are unable to recover the loan amount from their
customers. The customers dishonour payment of
their loans along with rate of interest. When payment
falls due for more than ninety days, the assets are
called non- performing assets. They are classified
into three categories on the basis of period for
which they stand due and no amount is realized from
them.
Sub Standard Assets: A sub-standard asset would be
one, which has remained NPA for a period less than
or equal to 12 months. Such an asset will have well
defined credit weaknesses that jeopardise the
liquidation of the debt and are characterised by the
distinct possibility that the banks will sustain some
loss, if deficiencies are not corrected.
Doubtful Assets: An asset would be classified as
doubtful if it has remained in the sub-standard
category for a period of 12 months. A loan classified
as doubtful has all the weaknesses inherent in assets
that were classified as sub-standard, with the added
characteristic that the weaknesses make collection or
liquidation in full, – on the basis of currently known
facts, conditions and values – highly questionable and
improbable.
Loss Assets: When payment on loan received is of
little value or no payment is recovered at all form the
advances then such assets becomes loss assets for a
bank. This loss is identified by the bank or internal or
external auditors or the RBI inspection but has not
been written off completely.

Research Methodology

Types of NPA

In the present research we have attempted to study
the relationship between NPAs and advances of public
sector banks. The research is based on secondary
data which have been collected from respective
bank’s annual reports and RBI reports. The research

Gross NPA: Gross NPAs are the sum total of all loan
assets that are classified as NPAs as per RBI guidelines
as on Balance Sheet date. Gross NPA is advance which
is considered irrecoverable, for bank has made
provisions, and which is still held in banks’ books of
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Table 1: Gross Advances and Gross NPAs of SCBs
Year

(Amount in Billion)

Gross Advances

Gross NPAs (Amount)

Gross NPAs (Percentage)

2001-02

6809.58

708.61

10.4

2002-03

7780.43

687.17

8.8

2003-04

9020.26

648.12

7.2

2004-05

11526.82

593.73

5.2

2005-06

15513.78

510.97

3.3

2006-07

20125.1

504.86

2.5

2007-08

25078.85

563.09

2.3

2008-09

30382.54

683.28

2.3

2009-10

35449.65

846.98

2.4

2010-11

40120.79

979

2.5

2011-12

46655.44

1370.96

2.9

2012-13

59882.79

1931.94

3.2

2013-14

68757.48

2641.95

3.8

2014-15

73882 .00

3243.00

4.3

Source: dbie.rbi.org.in
account Gross NPA reflects the quality of the loans
made by Banks. It consists of all the nonstandard assets
like as sub-standard, doubtful, and loss assets. It can
be calculated with the help of following ratio:

billion. Gross NPAs is also showing the upward trend
and increased to 3243 billion in 2014-15 from 708.61
billion in 2001-02. Similarly NPAs percentage has also
increased from 2.3 in 2007-08 to 4.3 in 2014-15.

Gross NPAs Ratio = Gross NPAs / Gross Advances

State Bank of India

Data Analysis and Interpretation

State bank of India is the largest public sector
commercial bank in India. It was originated in 1806
when bank of Calcutta was established. Later in 1921
it amalgamated with two other banks to form Imperial
Bank of India. In 1955, the RBI acquired the
controlling stake of imperial bank of India and SBI
was created by the act of parliament to succeed
imperial bank of India. The SBI group consists of SBI
and five associate banks. The group has an extensive
network, with over 20,000 plus branches in India and
another 186 offices in 34 countries across the world.
As of March 2016, the group had Net worth of
Rs.1,44,274.44 crores, Total current assets of
Rs.17,71,576.48 and current liabilities worth Rs
1,59,875.57 crores. The current investments of the
bank stood at Rs 4,77,097.28 crores and loans and
advances of the bank in 2016 are Rs.16,04,108.82
crores.

Public sector banks constitute the heart of banking
sector because they handle more than two third of
banking business in India. Despite good performance,
the major concern is the growing NPAs of public
sector banks. The gross NPAs of banking sector are
estimated at 5 percent of total loans. The cumulative
gross NPAs of 24 listed public sector banks stood at
Rs. 3,93,035 crores as on 31st December, 2015 which
is nearly 1.5 times of their total market value.
The trends of Gross NPAs and Gross Advances of
Indian Scheduled Commercial Banks from 2001-02
to 2014-15 are as follows:
From the table 1, we can see that gross advances has
been continuously increasing from 2001-02 to 201415 and increased to 73882 billion from 6809.58

26

IITM Journal of Management and IT

Table 2: Gross NPAs and Gross Advances of SBI
State Bank of India
Years

(Amount in crores)

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2010-11

25,326.29

756,719.45

2011-12

39676.46

56.66

867,578.89

14.65

2012-13

51189.39

29.02

1045616.55

20.52

2013-14

61605.35

20.35

1209828.72

15.70

2014-15

56725.34

-7.92

1300026.39

7.46

2015-16

98172.8

73.07

1463700.42

12.59

Source: http://www.moneycontrol.com/financials/statebankindia/balance-sheetVI
R=0.92
SBI’s non- banking subsidiaries/joint ventures are
market leaders in their respective areas and provide
wide range of services, which include life insurance,
merchant banking, mutual funds, credit cards,
factoring services, security trading and primary
dealership, making the SBI Group a truly large
financial supermarket and India’s financial icon. SBI
has arrangements with over 1500 various international
and local banks to exchange financial messages
through SWIFT in all business centers of the world
to facilitate trade related banking business,
reinforced by dedicated and highly skilled teams of
professionals.’

The table 2 shows the relationship between Gross
Advances and Gross NPAs (R) is 0.92, which indicates
the strong positive correlation between the two. Gross
NPAs has been continuously increasing from 201011 to 2015-16 except in year 2014-15 and increased
to 98,172.8 crores from 25,326.29 crores and similarly
Gross Advances has also been continuously increasing
from 2010-11 to 2015-16 and increased to
14,63,700.42 crores from 7,56,719.45 crores.
We can also see that percent increase in NPAs is more
as compared to percent increase in Advances; as the
increased NPAs put pressure on recycling of funds
and reduces the ability of banks for lending more

Graph 1: Gross NPAs and Gross Advances of SBI
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Table 3: Gross NPAs and Gross Advances of Punjab National Bank
Punjab National Bank

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

4,379.39

2012

8719.62

99.11

293774.76

21.34

2013

13,465.79

54.43

308725.21

5.09

2014

18880.06

40.21

349269.13

13.13

2015

25694.86

36.10

380534.4

8.95

2016

55818.33

117.24

412325.8

8.35

242,106.67

Source: http://www.moneycontrol.com/financials/punjabnationalbank/balance-sheetVI
R=0.89
and thus results in lesser interest income which affects
the total Advances granted by the banks.

transactions via mobile app as an alternate POS and
cash transfer.

Punjab National Bank

From the table 3, we can see that the NPAs of PNB
has been continuously increasing over the years from
2,42,106.67 crores in 2011 to Rs 4,12,325 crores in
2016 which is due to increased asset base of the bank.
This shows that bank has increased its exposure limit
and credit extended to private sector especially micro
credit has grown during this period.

Punjab National Bank is India’s first Swadeshi bank
that commenced its operations on April 12, 1895 from
Lahore with an authorized capital of Rs 2 lacs. It is
one of the largest public sector banks with a network
of 6809 branches and 9669 ATMs. In the new
digitized era bank launched many digitized products
and services to make banking experience more
pleasurable, convenient and rewarding. The bank is
in the process of introducing ‘PNB Unified
Payments Interface (UPI)’, which will allow fund
transfer via Mobile App and facilitating other

The Gross advances and Gross NPAs show strong
positive correlation which means that as Advances
increase NPAs also increase. Gross NPA also increased
over the years but not necessarily in the same
proportion as the increase in advances. The average

Graph 2: Gross NPAs and Gross Advances of Punjab National Bank
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Table 4: Gross NPAs and Gross Advances of Canara Bank
Canara Bank

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

3,089.21

2012

4,031.75

30.51

232489.82

10.04

2013

6,260.16

55.27

242176.62

4.17

2014

7,570.21

20.93

301067.48

24.32

2015

13039.96

72.25

330035.51

9.62

2016

31637.83

142.62

324714.82

-1.61

211268.29

Source: http://www.moneycontrol.com/financials/canarabank/balance-sheetVI
R=0.72
increase in advances is approximately 10 percent
during the period under study.

Canara Bank
Canara bank is a state owned bank founded by Shri
Ammembal Subba Rao Pai having its headquarters in
Bangalore. It was one of the oldest banks established
in 1906 in Mangalore and nationalized in 1969. The
bank has overseas operations in countries like London,
Doha, Shanghai, South Africa, Dubai, Hong kong
Moscow etc. As of November 2015, the bank had a
network of 5784 branches and more 9153 ATMs
spread across India. The Bank set up 172 hi-tech E-

lounges in select branches with facilities like ATM,
Cash Deposit Kiosk with voice guided system, Cheque
Deposit Kiosk, Self Printing Passbook Kiosk, Internet
Banking Terminal, Online Trading Terminal and
Corporate Website Access. ‘Canara e-Infobook’ – an
electronic passbook and banking related information
facility was introduced on mobile platforms - Android,
Windows & IOS. As on March 2016 the total assets
of the bank stood at Rs 538268.08 crores and Net
worth at Rs.26,158.54 crores.
The Gross advances of Canara bank have been
increasing continuously over the years recording
highest percentage growth in year 2014 from 4.17 in

Graph 3: Gross NPAs and Gross Advances of Canara Bank
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Table 5: Gross NPAs and Gross Advances of Bank of Baroda
Bank of Baroda

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

3152.5

2012

4464.75

41.63

287377.29

25.67

2013

7982.58

78.79

328185.76

14.20

2014

11875.9

48.77

397005.81

20.97

2015

16261.45

36.93

428065.14

7.82

2016

40521.04

149.18

383770.18

-10.35

228676.36

Source: http://www.moneycontrol.com/financials/BankofBaroda/balance-sheetVI
R=0.58
2013 to 24.32 in 2014. Only in year 2016 percentage
increase in advances was negative. NPAs continuously
rose from 2011 to 2016 recording highest percentage
increase in 2016. The coefficient of correlation is 0.72
which shows strong positive correlation between the
two.

Bank of Baroda
Bank of Baroda is an International public sector bank
founded in 1908 by Maharaja Sayajirao Gaekwad
under companies act of 1897 with paid up capital of
10 lacs. It is one of the strongest banks the survived
many periods of economic crises including The Great

Depression due to its honest and prudent leadership.
Its main strength is the consumer centric approach
that makes it a first choice for millions of consumers.
Its latest initiatives include setting specialized NRI
branches, Gen-Next Branches and Retail Loan
factories/SME Loan factories for speedy disbursal of
loans. As on March 2016 the total assets of the bank
stood at Rs 671376.47 crores. and Net worth at Rs
40,198.98 crores.
Bank of Baroda shows moderate positive correlation
between Gross advances and Gross NPAs. The
advances have gradually increased over the years but

Graph 4: Gross NPAs and Gross Advances of Bank of Baroda
30

IITM Journal of Management and IT

Table 6: Gross NPAs and Gross Advances of Central Bank
Central Bank

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

2394

2012

7,273.00

203.80

147512.85

13.71

2013

8,456.00

16.27

171935.84

16.56

2014

11,500.00

36.00

177315.17

3.13

2015

11,873.00

3.24

188477.53

6.30

2016

22721

91.37

180009.59

-4.49

129,725.41

Source: http://www.moneycontrol.com/financials/centralbank/balance-sheetVI
.R=0.72
showed a decline in 2016 but gross NPAs continued
to rise throughout showing highest percentage increase
of 149.18 in 2016. NPAs has multiplied manifold
from 3152.5 crores in 2011 to 40521.04 in 2016. At
the same time advances did not increase with the same
intensity as that of NPAs.

Central Bank
Central Bank is the first Indian commercial bank
wholly owned and managed by Indians established
during the British era. It was founded in 1911 by Sir
Sorabji Pochkhanawala. The bank has a long history
of 104 years in which it faced many challenges and
transformed every threat into business opportunity.
The bank aims to promote agriculture, small scale

industries and self employment by designing variety
of schemes for them. This public sector bank has a
huge network of 4741 branches, 4 Extension counters
along with 29 Satellite offices at various centers. The
trust on this bank can be judged by the list of its
corporate clients such as ICICI, IDBI, LIC, HDFC
etc. As on March 2016 the total assets of the bank
stood at Rs 3,02,173.76 crores and Net worth at Rs
14,921.79 crores.
The above table shows the relationship between Gross
advances and Gross NPAs (R=0.72) is positive. Central
bank posed high Gross NPAs in subsequent years.
NPAs increased gradually from 2,394 crores in 2011
to 22,721 in 2016 which is more than 10 times. The

Graph 5: Gross NPAs and Gross Advances of Central Bank
Volume 7, Issue 2

• July-December 2016

31

Table 7: Gross NPAs and Gross Advances of IDBI Bank
IDBI Bank

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

2,784.73

2012

4,551.37

63.44

180572.3

14.94

2013

6,449.98

41.72

196306.45

8.71

2014

9,960.16

54.42

197686

0.70

2015

12,684.97

27.36

208376.87

5.41

2016

24,875.07

96.10

215893.45

3.61

157,098.07

Source: http://www.moneycontrol.com/financials/IDBIbank/balance-sheetVI
R=0.82
growth in extending loans is also phenomenal from
129,725.41 in 2011 to 180009.59 in 2016;
however the advances showed a declining percentage
growth in 2016 from 6.3 percent to 4.49 percent in
2015.

associated financial sector businesses like Capital
Market, Investment banking and Mutual Fund
business. Its merger with Union Western Bank came
into effect on October 03, 2006 and with IDBI Home
Finance Ltd and IDBI Gilts Ltd on January 1, 2011.

IDBI Bank

The above table shows relationship between Gross
advances and Gross NPAs of IDBI bank is positive
(R=0.82).From the above table it is evident that Gross
NPAs almost doubled in year 2016 as compared to
2015. Gross Advances also increased continuously
throughout the period under study. Maximum
percentage increase in Advances is witnessed from year
2011 to 2012 which is 14.94% that is highest among
all the periods under study.

IDBI bank was constituted under Industrial
Development Bank of India Act, 1964 as development
financial institution and transformed into bank after
40 years of operations. Presently it works as a bank in
addition to its earlier financial institution function.
The bank had an aggregate balance sheet size of
Rs.3,74,342 crore and total business of Rs.4,81,613
crore as on March 31, 2016. The bank works in

Graph 6: Gross NPAs and Gross Advances of IDBI Bank
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Table 8: Gross NPAs and Gross Advances of Syndicate Bank
Syndicate Bank

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

2598.97

2012

3,182.70

22.46

123620.18

15.77

2013

2,978.50

-6.42

147569.02

19.37

2014

4,611.13

54.81

173912.41

17.85

2015

6,442.38

39.71

202719.82

16.56

2016

13,832.16

114.71

201368.49

-0.67

106781.92

Source: http://www.moneycontrol.com/financials/Syndicatebank/balance-sheetVI
R=0.75

Syndicate Bank
Firmly rooted in rural India this bank was established
in 1925 with paid up capital of Rs.8000 with its
headquarters in Manipal, Karnataka. It has global
business of 461,192 crore as on 31st March 2015. The
bank is sponsoring 3 RRBs that provides global
business of Rs.42,101 crore with 1348 branches as
on 31.03.2015. The RRBs under the bank are
Prathama Bank, Karnataka Vikas Grameena Bank and
Andhra Pragati Grameena Bank. The bank is pioneer
among public sector banks in launching Core Banking
Solution (CBS) in all its branches. The Government
of India infused Rs.460 crore in March 2015 by way
of preferential allotment of equity shares at issue price

of Rs. 122.75 per share. As on March 2016, the total
assets of the bank stood at Rs 306,355.10 crores and
Net worth at Rs 11,465.62 crores.
The above table shows relationship between
Gross advances and Gross NPAs of Syndicate bank is
positive (R=0.75). Syndicate Bank has shown high
NPAs growth in subsequent years. In percentage terms
NPAs growth is highest from 2015 to 2016 that
amounts to 114.71 percent. During the same time
period the bank witnessed decrease in Advances as
compared to previous year. In percentage terms the
decrease in advances is -0.67 percent although nominal
but shows bank became pessimist in lending to its
clients.

Graph 7: Gross NPAs and Gross Advances of Syndicate Bank
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Table 9: Gross NPAs and Gross Advances of Union Bank
Union Bank

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

3,622.82

2012

5,449.86

50.43

177,882.08

17.81

2013

6,313.83

15.85

208102.19

16.99

2014

2,563.74

-59.39

229104.43

10.09

2015

13,030.87

408.28

255654.57

11.59

2016

24,170.89

85.49

267354

4.58

150,986.08

Source: http://www.moneycontrol.com/financials/unionbank/balance-sheetVI
R=0.73

Union Bank
th

Union bank was established on 11 November 1919
having headquarters in Mumbai. It has more than
4200 branches pan India. The bank is successful in
its operations since its inception and has shown
uninterrupted profit during its entire life span of 96
years. Bank has total business of Rs.5,79,627 crore at
the end of March 2015. Union bank merged in Miraj
State Bank in 1929 and acquired Sikkim Bank in
1999. Union Bank began its international operations
in 2007 by opening offices in Abu Dhabi, UAE,
Shanghai and China. The total assets of Bank on
March 2016, stood at Rs. 402114.66 crores.
The above table shows positive relationship between
Gross advances and Gross NPAs of Syndicate bank

(R=0.75). From the table we can see that NPAs have
shown negative growth in 2014. The NPAs increase
is highest in 2015. This year has shown phenomenal
increase in NPA. The least percentage growth is seen
in 2016 that amounts to 4.58 percent.

Indian Bank
Indian bank is an Indian state owned financial services
company that was established in 1907 and
headquartered in Chennai. The bank comprises of
20,140 employees working in 2565 branches all across
the country. The total business of the bank as on 31st
march 2016 stood at Rs. 3,10,918 crores and Net
Profit at Rs.711.38 crores. The bank provides Core
Banking Solution(CBS) in all its branches. The bank
has diversified banking activities with two subsidiaries

Union Bank

Graph 8: Gross NPAs and Gross Advances of Union Bank
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Table 10: Gross NPAs and Gross Advances of Indian Bank
Indian Bank

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

740.31

2012

1,850.78

150.00

90323.6

20.03

2013

3,565.48

92.65

105642.55

16.96

2014

4,562.20

27.95

122208.99

15.68

2015

5,670.44

24.29

125863.55

2.99

2016

8,827.04

55.67

129049.08

2.53

75,249.91

Source: http://www.moneycontrol.com/financials/indianbank/balance-sheetVI
R= 0.91
namely Indbank Merchant Banking Services Ltd.,
Indbank Housing Ltd.
The above table shows a positive relationship between
Gross advances and Gross NPAs of Union bank (R=0.91).
From the table, we can see that NPAs recorded highest
growth in 2012, declined continuously in subsequent
years and again increased in 2016. Advances on the other
hand declined continuously since 2012 in percentage
terms, however in absolute terms advances increased from
Rs.75, 249.91 crores in 2012 to Rs.267, 354.00 crores
in 2016.

Bank of India
Bank of India is commercial bank founded in 1906 with
headquarters in Mumbai with paid up capital of Rs.50

lakhs and 50 employees. BOI is a founder member of
SWIFT (Society for Worldwide Inter Bank Financial
Telecommunications). The bank pioneered the
introduction of the Health Code System in 1982, for
evaluating/rating its credit portfolio. The Bank has 4963
branches in India spread over all states/ union territories
including specialized branches. These branches are
controlled through 54 Zonal Offices. There are 60
branches/ offices and 5 Subsidiaries and 1 joint venture
abroad. Presently Bank has overseas presence in 22 foreign
countries spread over 5 continents – with 60 offices
including 5 Subsidiaries, 5 Representative Offices and 1
Joint Venture, at key banking and financial centers viz.,
Tokyo, Singapore, Hong Kong, London, Jersey, Paris and
New York. As on March 2016, the total assets of the

Graph 9: Gross NPAs and Gross Advances of Indian Bank
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Table 11: Gross NPAs and Gross Advances of Bank of India
Bank of India

(Amount in crores)

Years

Gross NPAs

% increase in NPAs

Gross Advances

% increase in Advances

2011

4,811.55

2012

5,893.97

22.50

248833.34

16.77

2013

8,765.25

48.72

289367.5

16.29

2014

11,868.60

35.41

370733.54

28.12

2015

22,193.24

86.99

402025.54

8.44

2016

49,879.12

124.75

359188.95

-10.66

213096.18

Source: http://www.moneycontrol.com/financials/indianbank/balance-sheetVI
R=0.59
bank stood at Rs 6,09,913.93 crores and Net worth at
Rs 32,317.22 crores.
The above table shows a positive relationship between
Gross advances and Gross NPAs of Bank of India
(R=0.59). NPAs in percentage terms are highest in
2016 with 124.75 percent. Highest advances growth
is witnessed in 2014 that is 28.12 percent. Gross NPAs
in absolute terms in 2016 is 49,879.12 which was
highest among the period under study.

Conclusion
NPAs are a big worry for Indian banking sector and
particularly for public sector banks. From the study,

it is evident that the relationship between the Gross
NPAs and Gross Advances is positive. Though one of
the reasons of growing NPAs in PSBs is Social sector
obligations, still it’s only a part of the problem. The
bigger issue is extreme credit inefficiency and recovery
mechanisms. Poor credit risk appraisal and loan
monitoring in banks is one of the reason. Another
reason is acceptance of the project with inflated cost
and aggressive projections because of lack of
specialized appraising skills needed for such projects.
Willful default, loan frauds and corruption is also a
key reason of growing NPAs. This study suggests that
Public Sector banks should give immediate attention

Graph 10: Gross NPAs and Gross Advances of Bank of India
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to minimize, if not completely avoid the problem of
credit risk. Banks should follow a more efficient
procedure and norms for assessing the credit

worthiness and credit appraisal of the borrower. They
should also follow a continuous monitoring system
for post disbursement of loans.
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Restaurant Image Parameters and its Importance in
Building Children’s Perception for Multinational
Fast Food Restaurants
Daisy Kurien*
Jitendra Sharma**
Siddharth Das***
Abstract
Children and fast food have a symbiotic relationship. As in the case of the situation depicted in the
poem titled “The Pied Piper of Hamelin”, the children follow the marketing communications of
multinational fast food restaurants, have food, spend some cherishable moments and enjoy. Children
are the primary market, influencer market and the future market (Mc Neal, 1999). Hence, the objective
of the study was to understand the perception of children for MNC fast food restaurants so that marketers
can offer services as per the requirements of the target market and improvise accordingly.
The entire study was conducted taking the help of 410 urban schools going children belonging to the
age group of 8 years to 17 years. The study was done in the major cities of Gujarat namely Ahmedabad,
Anand, Vadodara, Rajkot and Surat. The various restaurant image parameters based on which children
select and visit fast food restaurants include the taste of food items, variety of food, quality of food, the
location convenience, quantity of food, the interior design, the behaviour of professional staff, cleanliness
and low price. The children’s consumption pattern for fast food at five MNC fast food restaurants which
includes McDonald, Dominos, Subway, Pizza Hut and KFC were also examined. The study revealed
that children gave the highest level of importance to taste, variety and quality of food offered at the
restaurants.
Keywords: Children, Perception, Restaurant Image Parameters, Importance, Multinational, Fast Food
Restaurants

Introduction
Fast food is growing in popularity because of its
convenience, easy availability, taste, price and quality.
The current size of the Indian food service industry is
INR 247,680 crore and is projected to grow at 11
percent to INR 408,040 crore by 2018. As the
purchasing power of consumers increased, coupled
with the impact of globalisation, fast food became one
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of the favourite options of consumers. Children were
equally attracted to local as well as multinational fast
food restaurants where food is made available not only
in less time, but which was perceived as tasty and of
good quality. Halan (2000) and Singh (1998) have
opined that children are a part of a major consumer
market, with direct purchasing power for snacks and
sweets, and have indirect purchase influence for
shopping involving big ticket-items.
For marketers, children of various age groups - infants,
toddlers, young children or adolescents, are attractive
segments. For children across the world and also in
India, due to their increasing population, they present
themselves as a huge market (Gandhi, R, 2010).
Children are the primary market, influencer market
and the future market (Mc Neal,1999). Increasing
income of parents and changing lifestyle have led to a
rise in the pocket money of kids which have given

them the buying capacity, thereby becoming a part of
the primary market. Children have always been able
to influence their parents to buy them what they want,
hence becoming the influencer market. Earlier
literature shows that a number of studies have been
conducted on children of different age group.

(Lindstrom,2004). Also a narrow age group (11-12
year olds) have also been referred to as tweens (Dibley&
Baker, 2001). In this study, children of age group 8 to
12 as well as 13 to 17 year have been considered so
that children from 2 stages, analytical and reflective,
together provide better perspective.

Literature Review
Fast Food

Restaurant Image Parameters which Influence
Perception

To determine the definition of fast food, 55 epidemiologic studies that had conducted primary or
secondary study on ‘fast food’ were reviewed. (Kapica,
C et al, 2006). In a few studies, it was found that fast
food was defined as the specific restaurant or food item
used type of service provided and restaurant food or
food obtained outside the home while few other studies
did not provide any specific criteria. According to
Merriam Webster dictionary, fast food is defined as
‘of relating to, or specialising in food that can be
prepared and served quickly’. In India, there are local,
national and multinational fast food restaurants which
offer food which can be cooked and served in quick
time. The food offered at fast food restaurants is
relished by both young and old. Children visit fast
food restaurants, not only for tasty food but also for
an experience. The food offered at multinational fast
food restaurants are pizza, burgers, french fries,
sandwiches, cold drinks etc., food which is enjoyed
by mostly all children.

Zeithaml (1988, P 14) suggests that overall assessment
of the utility of a product/service based on the
perception of what is received and given can be
regarded as the perceived value. Before the food is
served in a restaurant, it is the ambience of the place
which builds the customer’s perception (Bitner, 1990).
If the perception of ambiance of a place is positive, it
will directly influence their perception of food quality
and service of the fast food restaurant. (Lazarova &
Krystallis, 2010), Perception of atmosphere impacts
customer’s perception of overall quality of the
restaurant, which also directly affects customer
experience (Ryu & Han, 2008). Food quality was one
of the most important reasons to visit the fast food
restaurant and an important determinant of product
choice (Zeithaml, 1988).

Children
According to John (1999), children pass through 3
stages of consumer socialisation which are the
perceptual stage (3-6 years), analytical stage (7-11
years) and reflective stage (11-16 years). In the
analytical stage, children become more flexible in their
approach, making them more adaptive and responsive,
while in the reflective stage, cognitive and social
development of child takes place and children begin
to understand the nuances of market place concepts
such as branding and pricing. A number of researches
have been done, to understand children of different
age groups. Tweens and teens (teenagers) are terms
which have been used for children. Most researchers
in academics have defined “tweens’ as 8-12 year olds
(Anderson, Tufle, Rasmussen, & Chan, 2001) while
some consider the age group 8-14 year olds as tweens.
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The top five attributes described as drivers of positive
experiences include quality of food/drink, quality of
service, friendliness of staff, atmosphere of restaurant,
and speed of service (Harrington, 2012). Research
conducted by (Goyal, 2007) found that respondents
gave importance to taste and quality (nutritional
values) which was followed by ambience and hygiene.
Various factors like variety of food items, quality, taste,
ingredients etc. were analyzed to study consumer
perception about food franchisee (Thakkar et al.,
2014). The study revealed that price of the food items
affect the frequency of visits to food outlets. Customer
satisfaction is also influenced by consumer’s perception
of how service employees care for them (Smith et al.,
1999).Mohammadet al (2005) studied service
perceptions, atmospheric perceptions, food
perceptions, positioning, food product attributes,
service personnel, price and cleanliness among four
cultural groups. For this study, the researchers selected
ten restaurant image parameters which were Quick
Service, Overall Cleanliness, Taste of Food, Low Price,
39

Variety in Menu, Convenient Location, Quality of
food, Interior design, Professional Staff, Quantity of
food.

Research Methodology:
Research Objectives:
l

To determine the importance of several restaurant
image parameters and factors in building
perception of children for MNC Fast Food
Restaurants

l

To understand the consumption pattern of fast
food among children in Gujarat

Methodology: Exploratory research design was used
to identify the various restaurant image factors which
impacted perception. Exploratory research was
conducted with the help of literature review. A total
of 410 urban school going children belonging to the
age group 8 to 17 years were approached for the study.
The children were approached in school. The 5
multinational fast food restaurants considered for the
study are McDonalds, Dominos, Subway, Pizza Hut
and KFC. The 5 restaurants were chosen as they are
the only operating multinational fast food restaurants
in Gujarat state during the period of the study (2016).
Survey was conducted in 5 major cities of Gujarat i.e
Ahmedabad, Anand, Vadodara, Rajkot and Surat.
Respondents were chosen from all board categories of
schools includes state board (Gujarati and English
medium), CBSE and IB/ICSE/IGCSE. This was done
to cover respondents with different demographics
representing different educational background. Within
the cities, maximum region has been covered so that
the sample is representative of the population.

Data Collection:
Primary Data Source: Primary data from children
was collected by a survey approach using a structured
questionnaire which was designed as per the objectives
of the study. As children of extreme age brackets (8
years and 17 years) were to be surveyed and their
comprehension level is different, hence data of tweens
and teens was collected using two separate sets of
questionnaires. Both the questionnaires had the same
set of questions, but had different design and scales.
In the questionnaire for tweens, smileys and cartoon
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images were used which made it easy for tweens to
understand the questions. This was also done to keep
the children interested in the survey. Also a 3 point
likert scale was used for tweens questionnaire while a
5 point scale was used for teens, which was later
reduced to scale of 3 for analysis. The questionnaire
was designed both in English and Gujarati(vernacular),
and was used as per the requirement of the respondents.
Secondary Data Sources: Secondary data was
collected from journals (national and international),
books, magazines, newspapers and websites.
Sampling Plan: Quota sampling was used as a
sampling procedure where data was collected from
schools of all boards located in major cities of Gujarat.
The questionnaire was validated by a pilot study which
was administered on 60 children. The Chronbach
alpha value of the pilot study was 0.756 which stated
the validity of the instrument. Post the pilot study,
minor corrections were made in the questionnaire, like
further simplifying few statements which children
found it difficult to comprehend.
Data Analysis: Data was analyzed using IBM
Statistical Package for the Social Sciences (SPSS)
Statistics 20.

Results and Analysis:
Data was collected from 426 urban school going
children. Out of 426 questionnaires given to children
for the survey, 16 were found to be incomplete.

Frequency of Visit to Multinational Fast Food
Restaurants:
Figure 1 shows how frequently children visited
multinational fast food restaurants. The question stated
that ‘Very Frequently’ meant Once in a week visit,
‘Frequently’ meant Once in a month visit,
‘Occasionally’ meant On specific occasions only,
Rarely meant Once in 6 months while ‘Very Rarely’
meant Once in a year..
The findings showed that 38.32 percent of the children
visited MNC fast food restaurants frequently, while
15.12percent of the children were ‘very frequent’
visitors. Occasional visits were reflected by
23.17percent of the children while 24.39 percent of
the children visited the restaurants ‘rarely’ or ‘very
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Table 1: Demographic profile of respondents
Based on Gender

N

Percent

Males

215

52.4

Females

195

47.6

State board

130

31.7

CBSE board

195

47.6

IB/ICSE/IGCSE board

85

20.7

Tweens (8-12 years)

206

50.2

Teens(13-17 years)

204

49.8

Ahmedabad

105

25.6

Anand

85

20.7

Surat

80

19.5

Vadodara

60

14.6

Rajkot

80

19.5

Based on School Board

Based on Age groups

Based on City

Figure 1: Frequency of Visit to Multinational Fast Food Restaurants
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rarely’. The finding shows the popularity of MNC fast
food restaurants among both children.

Mode of Eating Fast Food:
Children were asked their mode of eating fast food.
The researcher wanted to know whether they personally
visited the fast food restaurant or had the food delivered
at home. A new meaning has been assigned to the term
‘fast food’. It means ordering your favourite meal from
your favourite restaurant and getting it delivered at your
door step instantly. Getting food delivered at home is
increasingly becoming a trend because of the marketers
‘Free home delivery’ option within a particular range of

kilometres of the restaurant vicinity. Domino’s Pizza with
its offer of delivering food within 30 minutes of receiving
the order has given tough competition to the other MNC
fast food joints.
Figure 2 show that 78.29 percent of the children
personally visited the MNC fast food restaurants to
eat food while 21.71 percent of the children ordered
food at home. It is interesting to see the latter
percentage increase in the coming years, owing to ease
of ordering, quick delivery, cash on delivery options,
user friendly mobile applications and increase in
number of working mothers.

Figure 2: Mode of eating fast food

Most Favourite Multinational Fast Food
Restaurant
Children were asked to choose their most favourite
fast food restaurants. The options given were KFC,
Domino’s Pizza, McDonalds, Subway and Pizza Hut.
An option ‘others’ too was listed.
Figure 3 show that 41.71 percent of the children
claimed Domino’s Pizza as their favourite restaurants
while 24.39 percent of the children’s choice was
McDonalds. This could be due to the large presence
of Domino’s Pizza in the 5 surveyed cities. Also only
7.56 percent of the children considered KFC as their
favourite. This could be due to the fact that in Gujarat,
people are mostly vegetarians while the name Kentucky
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Fried Chickens, overtly suggests the non-vegetarian
variety it offers. Although the questionnaire stated that
all questions were for MNC fast food restaurants,
children still chose option 6, and mentioned names
of local joints present in their cities which were
primarily local pizza joints. It can also be inferred that
it was difficult for children to differentiate between
local and multinational fast food restaurants. Study
can be conducted to know whether they actually
understood the difference between local, national and
multinational fast food joints.

Person with whom Children visit Multinational
Fast Food Restaurant
Children were asked who joined them in their visit to
IITM Journal of Management and IT

Figure 3: Most Favourite Multinational Fast Food Restaurant

Figure 4: Figure showing with whom Children Visited Multinational Fast Food Restaurants
multinational fast food restaurants. The options
given were friends, brothers/sister, relative, family and
others.
The figure 4 shows that 55.37 percent of children
reported that they went with their family members,
27.32 percent children reported that they went with
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their friends, 7.8 percent reported that they went with
their brothers/sisters while 9.024 percent said that
they went with their relatives. Thus, marketers can
work towards catering to young and old both, as
children are accompanied by their family members
too.
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Analysis of Factors Influencing Perception of
MNC Fast Food Restaurants: Restaurant Image
Parameters
The variables which framed images of the MNC fast
food restaurant in the minds of the children were studied
through literature review. Kara et al (1995) identified
11 attributes that revealed consumer’s perception of
the fast food restaurants like price, friendliness of
personnel, variety of menu, service speed, etc. The
perception of these restaurant image variables on the
young minds would stay for a longer period and thus

marketers need to identify and study the variables.
The variables chosen for this study were Quick
service, Overall cleanliness, Taste of food, Low price,
Variety in menu, convenient location, Quality of
food, Interior design, Professional staff and Quantity
of food. Children were asked to give their preference of various restaurant image parameters of
multinational fast food restaurants, based on its
importance. Factor analysis was done to understand
the importance of the mentioned factors. The
following tables were studied.

Table 2: KMO and Bartlett’s test
KMO and Bartlett’s Test
Kaiser-Meyer-Olkin Measure of Sampling Adequacy.

.653

Bartlett’s Test of Sphericity

The result (table 2) shows 0.653 KMO sampling
adequacy rates which was sufficient for doing factor
analysis for all variables.

Approx. Chi-Square

295.086

df
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Sig.

.000

The result (table 2) shows 0.653 KMO sampling
adequacy rates which was suficient for doing factor
analysis for all variables.

Table 3: Total variance explained
Component

Initial Eigenvalues

Extraction Sums of
Squared Loadings

Rotation Sums of
Squared Loadings

Total

Percent
of
Variance

Cumulative
percent

Total

Percent Cumulative
of
percent
Variance

Total

Percent Cumulative
of
percent
Variance

1

2.099

20.989

20.989

2.099

20.989

20.989

1.588

15.881

15.881

2

1.288

12.882

33.871

1.288

12.882

33.871

1.402

14.024

29.904

3

1.161

11.611

45.482

1.161

11.611

45.482

1.355

13.553

43.458

4

1.047

10.472

55.954

1.047

10.472

55.954

1.250

12.496

55.954

5

.929

9.287

65.241

6

.795

7.947

73.188

7

.750

7.502

80.690

8

.678

6.775

87.465

9

.667

6.669

94.135

10

.587

5.865

100.000

Extraction Method: Principal Component Analysis.
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Table 4: Rotated Component Matrix
Component
1
Service
Cleanliness
Taste
Price
Variety
Location
Quality
Interior
Staff
Quantity

2

3

4
.716

.740
.626
.664
.591
.658
.685
.792
.772

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization.
a. Rotation converged in 8 iterations.
Four factors were extracted and they explained 55.954
percent of variance. In terms of priority the first factor
comprises of taste, variety and quality. The second
factor comprises of location and quantity, the third

factor comprises of interior and staff while the fourth
factor comprises of cleanliness and price. Figure 4
shows the four factors which were renamed by the
author.

Figure 5: Factors renamed by researcher post factor analysis
It was observed that value proposition (Taste, Variety
and Quality) is the most important factor stimulating
the perception of children for MNC Fast food
Restaurant.
The second most important factor having a significant
implication on the perception of children for MNC
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Fast Food Restaurant was place and benefits (Location
and Quantity)
The third important factor influencing the perception
of children comprised of ambience and service (Interior
and Staff ) in fast food restaurants.
The fourth underlying factor behind the perception
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building was hygiene maintained in restaurants & the
affordable price of food items.

Conclusion
This study conducted to understand the perception
of children for multinational fast food restaurants
showed that children considered the restaurant image
parameters of taste, variety and quality as the most
important restaurant image factors. This was followed
by the importance of the parameters convenient
location of the restaurant and the quantity of food
served at the restaurant. Marketers need to work on
improving the benchmarks of the factors considered
important by the children. It is believed by the
marketers that children, who become their customers
at a very young age, have more chances of becoming
life-long customers. This is because consumer
behaviour learnt at a young age stays persistent till
adulthood (Deriemaeker et al., 2007). As children are
the future market too, hence the perception that they
carry of restaurants might impact their choices in the
future too.

Limitations of the study:
One of the limitations of this study was the

comprehension level of children which varies in
different age groups. Hence, it may have been difficult
for them to correctly understand the questions given
in the questionnaire. Also, the study was conducted
only in 5 major cities in Gujarat, namely –
Ahmedabad, Anand, Vadodara, Rajkot and Surat so
as to generalise the findings for the state of Gujarat.
The study was limited to multinationals fast food
restaurants only. Also the age group chosen was 13 to
17 years only. Children of age group 18 and 19 years
were not included

Future scope for researchers
This study was only done in Gujarat and it can be
extended to other states in India. Studies can be
conducted to evaluate the influence of various
demographic factors like income, age, education on
the perception for MNC fast food restaurants. Also
this study was limited to multinational fast food
restaurants. Researchers can study local and national
fast food restaurants too. Teens of age group 18 and
19 were not considered in the study. Thus, future
studies can incorporate children of age group 18 and
19 years too.
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Goods and Service Tax (GST): Its Impact and
Effect on the Economy
Geetu Tuteja*
Suraj Nathani**
Ruchika Gupta***
Abstract
The Goods and Services Tax (GST) is a Value Added Tax (VAT) to be implemented in India which
has been approved by the President Mr. Pranab Mukherjee posts its passage in the Parliament (Rajya
Sabha 3rd Aug 2016 and Lok Sabha on 8th Aug 2016) and ratification by more than 50% of the
legislatures. The tentative date which is decided by the ministry is the next financial year i.e. April
2017. All the indirect taxes levied on goods and services by the Central and State governments of
India will be replaced by GST. According to federal regime of India, the GST will be implemented with
the mutual consent of the central and state governments as the Central GST and the State GST respectively.
Thus, cascading effect will be eliminated, exports will be zero-rated and imports will be levied the same
taxes as domestic goods and services adhering to the destination principle.
Keywords: GST, Indirect Taxes, Cascading Effect, Dual GST

Introduction
Indirect taxes are transaction based business taxes and
have multifaceted relation with trade and commerce.
Indirect taxes on goods and services led to multiplicity
due to federal structure of India. According to
economic liberalization of India, the indirect tax
mechanism should be transparent, reduce duplicity
and also ease the cascading effect of taxes at various
levels. During past two decades central government
and state government has taken up significant reforms
in the area of indirect taxes such as permitting intersectoral credit of taxes paid on goods and services
under the Central indirect tax laws, implementation
of State VAT, etc.
In order to line up the indirect tax structure with global
standards, the Central Government recommended the
implementation of Goods and Services Tax (GST) in
India. An Empowered Committee (EC) of State
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Finance Ministers and the Central Government
decided to work together to formulate the outlines of
the GST regime in India. EC and Union Finance
Minister decided a broad framework of GST which
was during November 2009 brought out in the form
of discussion paper. Since then due to various reasons
the proposed implementation of GST has suffered
lot of hindrances, the most important among them is
that the state and central government was not able to
agree upon same things regarding the GST framework
and the sluggish progress in respect of the
constitutional amendments.

History in Parliament and Empowered
Committee
In 2000, empowered committee was started by Mr.
Atal Bihari Vajpayee and his government for the
discussion on Goods and Service Tax. The major task
of designing the GST model and overseeing the IT
back-end process was headed by Asim Dasgupta,
Finance Minister, and Government of West Bengal.
Considering the introduction of GST, it would be a
major enhancement over the pre-existing central excise
duty at the national level and the sales tax system at
the state level, GST will be a further important
breakthrough and the next coherent step towards a

broad indirect tax reform in the country. An
announcement was made by Palaniappan
Chidambaram, the Union Finance Minister, during
the central budget of 2007–2008 keeping the overall
objective in view that GST would be introduced from
April 1, 2010 and that on his request the Empowered
Committee of State Finance Ministers would work
with the Central Government to prepare a road map
for introduction of GST in India. Now it expected
that GST will be applicable in the beginning of the
new financial year April, 2017.

Goods and Service Tax
Goods and Services Tax is anticipated to transmute
the fortunes of the Indian economy. Goods and service
tax is a value added tax which will supersede all indirect
taxes imposed on goods and services by the Indian
Central and State regimes. If Goods and Service Tax
came into operation, exports will be zero-rated and
imports will be levied the same taxes as domestic goods
and services adhering to the destination principle.
Goods and service tax is a tax in which seller of goods
and the service provider at time of sale of commodities
and furnishing services to the customer can demand
for input credit of tax which he has paid while buying
the goods and procuring of services. The rate of tax
on most of the goods and services remains unchanged
but as per the essentiality of the nation some goods or
services can be adjudged as “exempted” or “zero rated”.
The whole system is built up in such a way that it
evades the cascading effect and ultimately the burden
of all the tax is on the final consumer. Exports would
be zero rated in such system and also to make export
more competitive, all the taxes paid on purchasing
and manufacturing of goods including taxes paid on
raw material would return to exporters.
Goods and Service tax is almost similar to VAT (Value
Added Tax) which is presently applicable in most of
the states and can be termed as National level VAT on
Goods and Services with only one variance or
dissimilarity, that in this system not merely
commodities but also services are being affected and
the rate of taxation on goods and services are mostly
the same.
But finally GST Bill has been passed in the parliament
and president has given its consent with more than
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50% of the state agreement and thus GST is now a
law and is going to be introduced in the country after
13 years long journey since it was first discussed in
the report of the Kelkar Task Force on indirect Taxes.

Various Discussions on Goods and Service Tax
The Finance Minister P. Chidambaram in his Budget
2006 said that: “According to P. Chidambaram
country should move towards a national level goods
and services which should be shared among Central
and State government. He declared 1st April, 2010 as
the date of introducing GST and also added that the
foundation of GST will be that the rate of taxation
on goods and services remains the same countrywide
and government must progressively converge the
service tax rate and CENVAT rate. P. Chidambaram
also proposes to take one step towards achievement
in that year by increasing the service tax rate from 10
to 12 percent. He also added that the net impact will
be very small since service tax paid can be credited
against service tax payable or excise duty payable.”
“On 23rd February 2013, Pranab Mukherjee in New
Delhi said “By August there would be IT network for
Goods and Service Tax”, India will shortly reveal an
IT stage to integrate central and state indirect
tax regime. As per Pranab Mukherjee (Finance
Minister) they were working with state government
so that good and service tax will be implemented or
applicable as soon as possible. He said by the end of
2013 GSTN, which is an IT network being formed
to ensure that centre and state tax system would be
combined.
“New Assocham President in New Delhi on 26th July
2013 said “GST DTC will spur growth”
“Dropping economic growth which declined to a
decade low of 5 per cent last fiscal will revive with the
help of early applicability of Goods and Service tax
and Direct Taxes Code”, newly elected Assocham
President Rana Kapoor said. In medium term, GST
individually can increase India’s GDP by 0.9 % to
1.7 % and in long run between 325 billion (USD)
and 637 billion (USD). It will definitely boost the
country’s economy.
“On 27th Sep 2016, Finance Minister Arun Jaitley said
“reasonably possible to meet April 1st deadline for
GST”.
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Lauding the progress achieved so far on GST
implementation , Finance Minister on this day exuded
confidence that it is Reasonably Possible To Meet April
1 Deadline to roll out the new indirect tax regime.

l

CGST and IGST would be levied through a
central legislation while the SGST would be levied
through legislations of individual states.

l

The basic features of the laws such as chargeability,
taxable event, taxable person, valuation provisions,
and basis of classifications would be uniformed
across the state, to the extent possible.

l

The distinction between the taxable events such
as manufacture of goods, sale of goods or
provisions of services would have very limited
relevance.

l

CGST and SGST would be paid separately to
the central and the respective state governments.

l

IGST would be paid to the central government
who would operate as a clearing house for this
purpose.

l

Cross credit between goods and services would
be available. However, no cross credit between
CGST and SGST would be allowed.

l

Accordingly, both CGST and SGST can be
utilised towards payment of CGST and SGST
respectively, except on interstate transactions and
also can be utilised towards payment of IGST and
vice-versa.

l

Destination state would get the revenue and thus
accordingly, the state government of the
originating state would pay the central
government an amount to the extent of the CGST
credit utilised in payment of IGST.

l

Similarly, the central government would pay the
state government of the recipient state an amount
equal to the IGST utilised in payment of SGST.

l

Exports would be zero rated, while the imports
would attract both CGST and SGST, in addition
to the customs duty.

l

The place of supply rules would have to be framed
from determination of appropriate state to levy
tax, particularly in the case of provision of services
of interstate nature.

l

Administration of CGST and SGST would be
with respective governments.

l

Each tax payer would have to submit both CGST
and SGST returns to both the authorities.

th

“On 4 Oct. 2016, RBI gives thumbs up to 18 per
cent GST Rate”. Acc to Monetory Policy Report by
RBI, the implementation of the much awaited Goods
and Service tax with 18 per cent GST rate would not
have any material impact on CPI inflation. But if the
rate is increased to 22 per cent, the impact on aggregate
inflation would be in the range of 0.3-0.7 per cent
concentrated in selected groups like healthcare.

Analysis and Interpretation
GST in India- Salient Features
l

The GST in India would be a dual GST which
would comprise of
o Central GST(‘CGST’)
o State GST (‘SGST’)

There are various indirect taxes that would subsume
at both central and state level.
The taxes that will subsume
At Central Level are:1.
2.
3.
4.

Central excise duty
Addition excise duty
Service Tax
Additional customer duty commonly known as
countervailing duty
5. Special addition duty of customs
At State Level are:1. Value Added Tax/Sales Tax
2. Entertainment Tax (other than tax levied by the
local bodies), Central Sales Tax (levied by the
centre and collected by states.
3. Purchase Tax
4. Octroi and Entry Tax.
5. Luxury Tax
6. Tax on lottery, betting and gambling
l

l
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Both CGST and SGST would simultaneously
apply to intra state taxable transactions in the value
chain.
Inter State transactions would be subject to Inter
state Goods and Service Tax (‘IGST’)
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Table 1: Cascading Effect
Particulars

Manufacturer

Wholesaler

Retailer

Purchase

100

144

197

Profit

20

20

20

Total Value

120

164

217

Vat @20%

24

33

43

Net Value

144

197

260

Impact of GST on Individuals
With the implementation of GST, every individual
will be benefitted as in this system, both Central and
State GST will be collected at the point of supply.
Thus, under this regime, taxes on different stages of
production and distribution can become a pure ‘pass
through’ and tax cost would be essentially being
incurred on final consumption only.
This means that the cascading effect will be removed
i.e. tax on tax which an individual has to bear at the
final stage will be removed and equal tax regiment at
each stage would be balanced and the final tax burden
would not fall on an individual. As a result revenues
will be effectively accrued to the state in which
consumption will take place.
GST will affect practically all aspects of an Individual’s
life style. Some of them are:
l
If he goes to a medium sized restaurant, all food
and drinks including cigarettes etc. will be subject
to GST.
l
When a person checks into a hotel, there will be
no more government tax of 5% but a GST rate.
l
Petrol stations, toll gates, parking lots, all will
charge GST and the final consumer is the one
who absorbs it.
l
Anyone who walks into a small coffee shop to
have a drink or buys a burger from a burger stall
will not have to pay GST as these outlets will
probably have a sales turnover which is below the
prescribed threshold.
l
In addition, a number of services which are
considered to be essential will be exempted from
GST.

Impact of GST on Overall Economy
n

Increase in GDP growth by 1.4 to 1.7% (Annual
increase Rs.70,000 Crores at current level)
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n

Overall cost of indigenous goods may reduce by
10% leading to reduction in price of
manufactured goods

n

Significant reduction in tax compliance and
administration cost due to simple uniform
structure

n

The present taxable events such as “Manufacture”
in case of Central Excise and “Sale” in case of
VAT or CST will lose relevance

n

Post introduction of GST, the tax exemptions/
remissions etc. related to industrial incentives
would be converted into cash refund schemes.

The Cascading Effect
The hypothetical example with a manufacturer,
wholesaler and retailer shown in table 1 explained the
cascading effect and VAT rate is assumed to be 20%.
The manufacturer will purchase the goods worth Rs.
100. Then the manufacturer will add his profit of Rs
20 and then VAT rate applicable will be 20% which
will add up the cost to Rs 144. Now as there is
cascading effect applied in this case therefore the
wholesaler will not get any VAT Credit. And for him
the actual value of goods will be Rs 144. Now he will
make some value additions i.e. of Rs 20 and then pay
VAT of Rs 33 which will add up the cost to Rs 197.
Now as in this case no VAT credit is allowed therefore
tax is charged on Rs 164. Now this Rs 164 includes
Rs 24 which was charged by manufacturer. In this
condition VAT is charged on VAT. This is called
cascading effect.
 If GST would be introduced ,Cascading Effect
would be eliminated from the system and this can
be further explained with the help of example
given below :51

Table 2: Hypothetical example showing the calculations of GST
Stage of
supply chain

Purchase
value of
input

Profit

Value at
which supply
of goods and
services made
to next stage

Rate of
GST

GST on
output

Input
tax
credit

Net GST=
GST on
output input tax
credit

Manufacturer

100

30

130

20%

26

20

26-20 = 6

Whole seller

130

20

150

20%

30

26

30-26 = 4

Retailer

150

10

160

20%

32

30

32-30=2

Working of GST
With the help of a hypothetical example, shown in
table 2, let us consider a manufacturer, a whole seller
and a retailer. Suppose GST rate is 20%, where the
manufacturer makes profit of Rs.30 on his purchases
worth Rs.100 of input of goods and services used in
the manufacturing process. The manufacturer will pay
net GST of Rs. 6 after setting-off Rs. 20 as GST paid
on his inputs (i.e. Input Tax Credit) from gross GST
of Rs. 26. Further manufacturer sells the goods to the
wholeseller. Now the wholeseller sells the same goods
after making profit of (say), Rs. 20, he pays net GST
of only Rs. 4, after setting-off of Input Tax Credit of
Rs. 26 from the gross GST of Rs. 30 to the
manufacturer. Similarly, the retailer sells the same
goods after a profit of (say) Rs. 10; he pays net GST
of only Re.2, after setting-off Rs.30 from his gross
GST of Rs. 32 paid to wholeseller. Thus, the
manufacturer, wholeseller and retailer will have to pay
only Rs. 12 (= Rs. 6+Rs. 4+Re. 2) as GST on the
profit along the entire value chain from the producer
to the final seller(retailer), after setting-off GST paid
at the earlier stages. The overall burden of GST on
the goods and services is thus reduced.

Impact of GST on Industries
Telecom
In examination of present indirect tax regime the
prevailing tax rate on telecom industry is low i.e. 15%,
which might climb to 18-20% under GST. However
to gain the credibility there should be a free flow of
credit under various taxes such as VAT/CST and
portion of custom duty
From consistency point of view, there should be an
outlook change for telecom administrators as they will
52

be required to embrace State wise consistence as against
unified/centralised compliances being right now
applicable, which bringing about heavy burden on
the telecom administrators.

E–Commerce
The e-commerce organizations need to give a new or
improved form to the present models, as the present
VAT rate arbitrage followed in the law may not be
applicable in GST. However the difficulties right now
confronted by the e-business organizations in
undertaking inter - state exchange of products owing
to trade restrictions might be ease out under the GST
administration. Under GST, tax will be collected from
E-commerce companies at source.

Automobile
It is being assumed that tax rate for automobile sector
might drop from 25%-40% to 18%-20% under GST
which effect the price of final product. GST will
remove the burden from automobile sector as it brings
various taxes (VAT/CST, Entry Tax, and Octroi) under
single bracket. Overall GST will have a favorable effect
on automobile tax.

Real Estate
GST will reduce the burden on real estate business
also as it subsumed the VAT and service tax while the
stamp duty continue the same way as in current
scenario. It also removes the inefficiencies of credit
by cross utilization.

Banking
In comparison with current indirect tax regime, there
would be an increase in rate from 15% to 18%-20%
under GST regime. The major impact area for the sector
shall be from a compliance perspective, where there is a
IITM Journal of Management and IT

likelihood of significant increase from centralized
compliance to decentralized state wise compliance.

Consumer Goods
From 25%-27% to 18%-20% there is a likely
possibility that the rates applicable to this sector of
economy will be decreased. With coupled reduction
in multiplicity of taxes and cross utilization of credit,
for the end consumer it shall witness a positive impact
on the prices in this sector.

Contentious Issues in Early Phase
The problem why GST is not getting acceptance are
mainly about protecting the potencies of states in taxation
matters. Other related issues are the structure of tax rates,
the intention of the Federal regimes to redistribute the
resources from richer states to poorer states or more
productive regions to poorer regions through central
transfers in the phase of concessions and the single
prevalent market which can be of great assistance for the
economic system of the nation as a whole.
Some food grains engendering states and mineral
affluent states get considerable revenue from the
purchase tax which is a tax on the agriculture engender
purchased from the farmers. These states want to omit
the purchase tax from the GST. Purchase tax is similar
to sales tax, but is lodged into the government by the
purchaser instead of the vendor. Most of this produce
is exported to other states. So these states believe that
tax income generated from purchase tax is in fact
exporting the tax load on the local population to the
other states and thus is not regressive for their state.
State governments will be affected adversely if any
change will be made in the tax structure as indirect
taxes are the major source of income for the state
government. The effects of GST will not be uniform
as some state may have negative impact from it while
other may have positive impact. So, when the tax
structure is designed due care should be given to these
differential impacts (Kavita Rao 2008). In case state’s
revenue declines they want an assurance of
reimbursement from the federal regime.

Implementation Strategy
Under the federal structure of India applicability of
uniform policies is very delicate issue. Significance of
indirect taxes in the working of state governments also
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making it more complicated. Strategy should be
formulated to achieve the consensus for
implementation of GST because India could achieve
the VAT system functioning only through the
agreement. Even if one of the states refuses to comply
with it, the whole purpose of GST will be defeated.
Administratively it would have been much better to
have only one system of taxation but GST is supposed
to have three components i.e. Central GST, State GST
and Interstate GST due to federal state issue about
sharing of power. World over there have been only
few example where dual VAT System is being
implemented otherwise only single federal VAT system
is commonly practice. Although two taxes will be
charged in dual GST system but there will be
uniformity about chargeability, classifications,
assessment system, registration etc.
Further there will be consistency of assessment rates
over the states which will diminish unhealthy
competition. It is proposed to have just a few levels of
tax rates all through the nation country with federal
government imparting certain percentage and state
imparting certain percentage. Due to this uniform
assessment rates the states won’t have the capacity to
change the tax rate freely in their budget as the rate
must be considered collectively.

Progress Regarding Implementation of GST
Though there have been a lot of problems regarding
implementation of goods and service tax, there is great
improvement in its progress of implementing it
1. IT Infrastructure
One of the greatest progresses is regarding the IT
infrastructure.
l
States as well as centre agreed to setup a clearing
house to resolve tax collections and credits under
the National Securities Depository Ltd.(NSDL)
as a Special Purpose Vehicle (SPV).
l
The clearing house, a key part of the GST
architecture, is expected to ease the creation of
the common market, ensure that each state gets
its share of revenue and also provide useful tax
information to the authorities.
l
The proposal envisages a standard electronic return,
which each of the estimated 8 million establishments
will be required to file every month.
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l

Centralized /integrated systems integrating
payments, returns, refunds and tracking of interstate
movement of goods and services – end to end
tracking with proper re-conciliation and exception
reports for enforcement agencies for assessment.

2. Transparency
As this is the New Indirect Tax Regime, everything
would be transparent. Everything would be uniform
and online.
Registration process:
l For Existing dealer: No Fresh registration required
under GST for payers who are already registered
in VAT/Central Excise/Service TAX
l For New dealers: To get registered under GST,
single application is to be filed online.
Note:
 The registration number would be a PAN based
 Each dealer to be given unique ID GSTIN

Return Filling Procedures
 A common return would be filed which would
serve the purpose of both central and state
Government.
 There are eight forms provided for in the GST
business processes for filing the returns. Most of
the average tax payers would be using only four
forms for filing their returns. These returns are
for suppliers, return for purchases, monthly and
annual returns.

 Quarterly tax return has to be filed by small
tax payers who have opted for composition
scheme.

Exemptions under GST










Levies on petroleum products
Levies on alcoholic products
Taxes on lottery and betting
Basic custom duty and safeguard duties on import
of goods into India
Entry taxes levied by municipalities or
panchayats
Entertainment and luxury taxes
Electricity duties/taxes
Stamp duty on immovable properties
Taxes on vehicles

Conclusion
In order to gain the full benefits of the GST it is
imperative that the following are achieved:
l
Either all or maximum number of indirect taxes
that are presently levied on a commercial
transaction are covered under GST with eligibility
of credit.
l
There is uniformity in the definition and
classification of goods and services and the rates
of taxation.
l
Threshold exemptions be continued to support
and provide incentive to small businesses.
l
A proposed increment of 1.5% to India’s GDP.
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Assessing the Processing Effect of Indian
Tourism’s Advertisements
Annu Dahiya*
Rajiv Kumar**
Abstract
Communication plays an important role in every field of life especially in marketing. There are various
ways of marketing communication but advertising gain a very special place in marketing of everything
whether these are goods or services. It attracts huge investment, with this, question of effectiveness
arise. The outcomes of advertising justify its investment or not. To evaluate the effectiveness of advertising
some criteria should be set that guide in measuring advertising effectiveness. There are different measures
suggested by different authors. Effect of advertising is starts from its exposure. Second effect in hierarchy
is processing effect that concerned with the processing of information that audience get from the
exposure of advertisement. Processing effect contains advertisement related measures such as
advertisement awareness, advertisement liking and advertising credibility etc. This paper focuses
particularly on processing effect of Indian tourism’s advertisements. Result shows a mix response on
Indian tourism advertising, it is good on some dimensions while it fails on other dimensions. Advertisements
of Indian tourism have positive processing effect up to some extent.
Keywords: Advertising, Processing effect, Tourism

Introduction
In today’s competitive era a good product is not
enough to survive in the market, marketer needs to
communicate it to the potential customer. It is not
possible for a company to achieve the position of
market leader without promotional efforts and its
needs a significant investment (Hussainy, Riaz, Kazi
& Herani, 2008). Marketers have lot of marketing
weapons but advertising has the most powerful and
enduring long affect on audience’s mind (Feiz et al.,
2013). It is an excellent communication tool and
marketers use it as an important instrument for
promoting their products and services (Hussainy, Riaz,
Kazi & Herani, 2008). With the raise in the no. of
exposures the impact of advertising also increased
(Katke, 2007).
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In present time marketing of tourist destination is
continuously gaining importance due to increase in
competition among tourism destination at global level
(UNWTO, 2011). Advertising triggers the arrival of
tourists to a particular tourist destination
(Divisekera& Kulendran, 2006) while an another
study tells that the currency exchange rate influence
the demand of tourist’s destination to a large extent
and advertising has little influence (Williams &
Spencer, 2010).

Literature Review
As the literature suggests that the exposure to advertising give rise to various effects among consumers
and these effects are grouped as either processes or as
outcomes. Outcomes are more tangible and easy to
observe and measure as compare to processes (Tellis,
1998). An advertising model based on hierarchy of
effect contains six step namely exposure, processing,
communication effect, target audience, sales or market
share and profit. In this hierarchy exposure is the first
step after that the next step is processing effect
(Rossiter & Percy, 1998). Processes are the measures
of mental activities that occur in between exposure
and consumer behavior (Tellis, 1998, Rossiter & Percy,

1998) and it generally involves the attention, learning
and memory of the individual (Rossiter & Percy,
1998).
Processing Effect: Processing effect contains
cognitive, affective and conative measures to check
the effectiveness of an ad. Key measures of cognitive
are recall and recognition, while liking and attitude
are the important measure of affective and persuasion
is the measure of conative effect of advertising. In other
words processing is the mental activity that works as
mediator between advertising exposure and consumer
behavior and it leads to communication effect.
Processing effect is the better estimator of advertising
in comparison to communication effect because
communication effect is also affected by other factors
like price and promotion of the product (Tellis, 1998).
Communication effect has include different estimators
such as brand awareness, brand attitude, purchase
intentions etc. (Rossiter & Percy, 1998). Both process
and outcome measures are important for the
evaluation of advertising (Pavlou & Stewart, 2000).
Processing of an advertisement is affected by the
creativity used in its creation (Smith, Mackenzie, Yang,
Buchholz & Darley, 2007).
Advertising Awareness: Awareness is the measure of
level of familiarity about the concept here discussion
is regarding to advertising awareness. Advertising
awareness let to know how much familiar audience is
with advertising. Advertising and brand awareness
increased with increase in number of advertising
exposures (Andersson & Nilsson, 2000). It is an
intermediate measure of advertising effectiveness that
inform about the place it gain in mind of customer
and it reflect recall level as well as interest of consumer
in particular product (Bergkvist, 2000). The ability
of customers to recall the brand ad is a move towards
effective advertising (Goldsmith & Lafferty, 2002) and
it indicates the probability that product exist in the
choice set of the customer (Mitra & Lynch, 1995).
Attitude towards ad influence the recall level of
advertisement. There is a positive relationship between
recall level and attitude towards advertisement. The
customers with positive attitude have higher recall level
than the customers who possess negative attitude
towards ad (Goldsmith & Lafferty, 2002). The
potential customers who exposed to ad or have
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awareness about tourism advertising are more likely
to enquire about destinations and visit the destinations
than who are unknown to tourism ads (Woodside,
1990).
Persuasion: Persuasion is the outcome of
communication that alters beliefs of someone there is
direct linkage between belief and persuasion (Mick,
1992; Smith & Swinyard, 1982; Deighton, 1984). In
literature of advertising various advertising model
given by different authors most of these model
contains cognitive, affective and conative measure to
investigate consumer response and under these
measure they include variables like ability of ad to
catch attention, acceptance gain by the ad message,
liking the brand and purchase intention (Lavidge &
Steiner 1961, Smith & Swinyard 1983, Smith, Chen
& Yang, 2008, Wright 1973) Whereas to persuade
customers for buying the advertised brand is essence
of the advertising effectiveness. A creative
advertisement persuades the target market and pushes
them towards a favorable purchase intention (Yang
& Smith, 2009).
Experiential ads get more success in persuading
developed markets while functional ads prove more
pursuing in emerging markets (Zarantonello, Jedidi,
Schmitt, 2013). Convincing the potential customers
for visiting tourism destinations is an important
objective of tourism advertising and picture of tourism
destinations motivate to visit tourism destinations
(Szumiak, & Singh, 2010).
Informative and Entertaining: Advertising is a good
source of information it makes notify about the various
options available in the market (Nelson, 1974, Mitra
& Lynch, 1995). Communicating tourism
destinations’ information is a good way of promoting
tourism industry and it helps in crafting a good brand
image of destinations (Molina, Gomez & Consuegra,
2010). Brand image of tourism destinations are
significantly influenced by different sources of
information like advertising, tourism brochure and
reviews of friends and relatives (Beerli & Martin,
2004). Advertisements endowed with informative
and entertaining value are liked by target audience
(Unal, Ercis & Keser, 2011) and entertainment is a
very crucial antecedent for an ad being liked
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(Fam, K.S. & Waller, D.S., 2006). Infomercials prove
to be effective if executed well (Martin, Bhimy & Agee,
2002).
Liking: Only few people like advertising while a large
number of people remain neutral to the advertising.
Advertising is an effective guide for decision-making
of consumers and it doesn’t force them to purchase
unwanted products (Liu, 2002). The study investigates
the constituent of effective service advertisement and
emphasis on rational and emotional appeal of
advertising. Which appeal is used in effective service
advertisements? The majority of advertisements are
full of emotional appeal irrespective to the nature of
the service advertised whether it is experiential or
utilitarian (Mortimer, 2008). Advertising likability
mostly depend on entertainment and informative
value as well as meaningfulness of that information
to the audience. It is a good measure of advertising
effectiveness but not the sole measure. Researcher
should also keep in mind the other measures of
advertising effectiveness (Rimoldi & Clarke, 2008).
A good advertising proves helpful in engender
understanding, liking and selection of the products.
However a relationship exists between attitude towards
an ad and brand attitude. The consumers’ attitude
towards an ad have great influence on their brand
attitude (Goldsmith & Lafferty, 2002) and have
positive relationship with purchase decision or
consumer purchase intention ( Niazi, Siddiqui, Shah
& Hunjra, 2012) with mediated factor such as attitude
towards brand and brand cognition etc.(Rimoldi &
Clarke, 2008). The advertising with functional benefit
of a product achieve positive attitude towards an ad
while advertising consisting emotional appeal fails to
turn customer’s attitude in positive way ( Sadeghi,
Fakharyan, Dadkhah, Khodadadian, Vosta & Jafari,
2015). Liking an ad triggers the purchase intention’s
of potential consumers (Gazley, Krisjanous,
Fam,Ghros, 2012).
Credibility: Ad credibility is the perception of
consumer towards the truthfulness of advertising
message. It is the trust on advertising saying regarding
the product or brand (Lutz, 1985). It acts as an
antecedent in formation of positive attitude towards
ad (Unal & Ercis & Keser, 2011) and brand attitude
that impinge on purchase intention of the brand
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(Mackenzie, Lutz & Belch 1986). Sales of a brand
increased as much as advertising of a brand is perceived
credible or get success in achieving target customers’
belief (MacInnis, Rao & Weiss, 2002) and credibility
of ad also seen as measure of advertising effectiveness
or success of an ad (Changjo Yoo & Deborah
MacInnis, 2005). The claim of an advertisement seems
unbelievable then it proves to be intrusive (Obermiller,
Spangenberg & MacLachlan 2005). Types of product
and media channels have a significant influence on
the advertisement credibility (Prendergast, Liu &
Poon, 2009).

Research Objectives
The main objective of this study is to examine the
processing effect of advertisements of Indian tourism.
To achieve this objective some sub-objectives were
framed like
 To assess the awareness among respondents
towards advertisements of Indian tourism.
 To examine whether Indian tourism’s advertisement get success in persuading respondents or
not.
 To assess the entertainment and informative value
of Indian tourism’s advertisements.
 To appraise the advertisements of Indian tourism
are liked by respondents or not.
 To evaluate respondents’ credibility gain by Indian
tourism’s advertisements.

Hypotheses
H1: Indian tourism’s advertisements have been
effective in getting awareness among tourists.
H2: Indian tourism’s advertisements have been
effective in persuading tourists to visit India
H3: Indian tourism’s advertisements have been
effective in entertaining tourists and informing them
about Indian tourism products.
H4: Indian tourism’s advertisements have been
effective in getting liked by tourists.
H5: Indian tourism’s advertisements have been
effective in gaining credibility by tourists.
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Methodology
Sample: The population for this study involves all
tourists Indian as well as foreigner who visited India.
Non probability sampling has been used in this study.
Convenient sampling has been used to select the
respondent on various tourist destinations, restaurants,
hotels and markets. Tourists were also approached
through various social sites for tourists like trip advisor,
tourist link and wayn. Tourists were divided into two
categories domestic/Indian and foreigner. Total 1123
filled questionnaires were received but only 926
questionnaires were completed. Out of these 926
complete questionnaires, 27 respondents were found
to be unengaged and 193 respondents were not
exposed to any advertisement of Indian tourism.
So for the final analysis 706 respondents were
included.
Measurement scale: Processing has estimated through
various dimensions such as awareness, persuasion,
(Tellis, 1998) ad liking, (Tellis, 1998; Lavidge &
Steiner, 1961; Smith & Swinyard, 1983; Smith, Chen
& Yang, 2008; Wright, 1973) attention, (Lavidge &
Steiner, 1961; Smith & Swinyard, 1983; Smith, Chen

& Yang, 2008; Wright, 1973; Rossiter & Percy, 1998)
ad message acceptance and purchase intention,
(Lavidge & Steiner, 1961; Smith & Swinyard, 1983;
Smith, Chen & Yang, 2008; Wright, 1973) learning
and memory of the individual (Rossiter & Percy,
1998). The dimensions named ad awareness,
persuasion, entertainment & informative, ad liking
and ad credibility have been taken to develop the
processing effect measure of advertising in tourism
industry. These dimensions were represented by 20
items, four for ad awareness, six for persuasion, four
for entertainment & information, three for ad liking
and three for ad credibility. These items were evaluated
on five-point likert scale ranging from strongly
disagree=1 to strongly agree=5. The items of ad
awareness captured from a study of internet banner
advertising in tourism industry (Wu, Wei & Chen,
2008) except item 1st. Items that evaluate persuasion
were adapted from advertising effectiveness report of
Indiana (Strategic marketing inc., 2006) and other
items related to entertainment & informative, ad
liking and ad credibility dimensions adapted from
Schlinger profile (Schlinger, 1979).

Table 1: Advertising Effectiveness
One-Sample Statistics (Test value = 3)
Dimensions

N

Mean

Std.
Deviation

Std.
Error
Mean

T

df

Sig.

Remarks

Ad awareness

706

3.548

.613

.0231

23.747

705

.000

H1
supported

Persuasion

706

3.356

.481

.0181

19.669

705

.000

H2
supported

Entertainment
&
Informative

706

3.216

.531

.0199

10.806

705

.000

H3
supported

Ad liking

706

2.701

.543

.0205

-14.615

705

.000

H4
Not
supported

Ad credibility

706

2.988

.529

.0199

-.590

705

.555

H5
Not
supported

Source: Primary Data
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Result and Discussion
Demographic profile of the respondents: The
demographic profile informed 25.1 % of respondents’
age was below 25 year, 39.1% respondents belong to
age group 25-34 year. Minimum number of
respondents came under category of 55 year and above
(8.9%) while 14.2% and 12.7% of respondent belong
to the category 35-44 year and 45-54 year
correspondingly. The sample hold 383 male (54.2%)
and 323 female (45.8%). In total sample 57.5% (406)
respondents were Indian and 42.5% (300) were
foreign tourists. Maximum numbers of respondents
were belonged to category of Master degree & above
274, 244 to bachelor degree and 188 had formal
education up to higher secondary.

Result of one-sample t-test
One sample t test was conducted at 95% confidence
level to determine the effectiveness of advertisements
of Indian tourism (with test value ‘3’ assigned to the
response neutral and the mean value right to the test
value or more than 3 was positive while less than 3
was negative). As the table 1 depicts mean score for
Ad awareness is 3.55 with standard deviation 0.023,
which is more than 3. The value of t is 23.747 with
significance level 0.000. This signifies it is significantly
differ from test value. Hence, hypothesis H1 is
supported. Advertisements of Indian tourism have
been effective in getting awareness among tourists.
Furthermore for persuasion value of t = 19.669 with
significance level 0.000 that is less than 0.05. It
concluded that observed mean score is significantly
differ from test value. The mean strength for
persuasion (M = 3.356, SD = 0.481) is more than 3.
Therefore, hypothesis H2 is supported. It revealed
advertisements of Indian tourism have been effective
in persuading tourists to visit India. Likewise, the
mean strength for entertainment & informative is
3.216 (more than 3) with S.D 0.530. The value of t is
10.806 with significance level 0.000. Thus, hypothesis
H3 is also supported. It signifies that the
advertisements of Indian tourism have been effective
in entertaining tourists and informing them about
Indian tourism products. The value of mean for Ad
liking (M=2.701, S.D=0.543) is less than 3 and value
of t is -14.615 with significance level 0.000. It is
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significantly different from test value but value of
mean is less than 3 that means advertisement is not
liked by respondents. So hypothesis H4 is not
supported. It concludes that the advertisements of
Indian tourism have not been effective in getting liked
by tourists. Results had indicated that H5 is not
supported and advertisements of Indian tourism have
not been effective in gaining credibility by tourists.
The mean value for Ad credibility is 2.9882 with
standard deviation 0.529 and t value is -0.590 with
significance level 0.555 that is not significant at
p<0.05.
Findings revealed that advertisements of Indian
tourism have been effective in getting awareness
among tourists. Awareness is positively related with
advertising effectiveness (Gharibi, Danesh &
Shahrodi, 2012). Most of the advertising model
admits awareness is the first stair in hierarchy and most
commonly used measure of advertising effectiveness
(Mehta & Purvis, 2006). Advertisements that get
success in attracting audience’s attention are believed
to be effective (Ranjbarian, Shaemi & Jolodar, 2011)
while Mindak (1956) extract that high level of
awareness does not give guarantee of positive attitude
towards product. It is found that advertisements of
Indian tourism get success in persuading tourists to
visit India. Persuasion is the prime objective of any
advertisement (Adetunji, Nordin& Noor, 2014)
persuading consumers for buying the advertised brand
is essence of the advertising effectiveness and it push
prospective consumers towards favorable purchase
intention (Yang & Smith, 2009). Persuasion has
positive relationship with brand awareness, brand
image and purchase intention (Adetunji, Nordin &
Noor, 2014) and an advertisement with persuasive
content also has significant affects on sales (Wright,
2016). The present study extracted that Indian tourism
advertisements are entertaining and informative.
Entertainment is an essential element for success of
an advertisement (Xu, 2006) and prime attribute for
any advertisement to be liked (Fam & Waller, 2006).
Informative advertisements increase the probability
of acceptance gain by audience, consumers’ purchase
intention (Ducoffe, 1996) and prove to be effective if
well executed (Martin, Bhimy & Agee, 2002). The
advertisements endorsed with reliability, information
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and entertaining traits generate a positive effect on
attitude towards advertising or liked by target audience
(Unal, Ercis & Keser, 2011).

audience’s trust and a big challenge before marketers
to make an advertisement that is perceived as credible
(MacKenzie & Lutz, 1989).

Results showed that Indian tourism advertising fails
to be liked by target market even these are perceived
as entertaining and informative. Attitude towards
advertising/Advertising liking create a positive feeling
for advertised brand (Biel & Bridgwater, 1990) and
has a positive impact on purchase intention (Wiley,
Krisjanous & Cavana, 2007). Purchase quantity is
directly proportion to advertising liking, greater the
advertising liking more will be the purchasing of
advertised brand (Gazley et al., 2012). Advertisement
liking raise the brand awareness and highly related to
perceived quality (Buil, Chernatony & Martínez,
2013). In order to get the desired results from a
campaign, it should be liked by the receiver. It is a
good measure of advertising effectiveness but not the
sole measure (Rimoldi, 2008). Results indicate that
Indian tourism advertising fails to win credibility by
tourists. It is very difficult for advertisement to win

Conclusion
The advertisements of Indian tourism sector are
effective in gaining awareness, persuading audience
to visit the tourism destinations. These advertisements
got success in entertaining audience as well as
providing information regarding tourism destinations,
while it fails in gaining the faith of respondents and
get liked by them. So these advertisements are not
very effective but had achieved few of its objectives.
Ad liking and Ad credibility are crucial factor of
advertising effectiveness and had great influence on
customers’ loyalty and purchase intention. A further
research is required to find out the reason why these
advertisements are lacking in gaining credibility and
liking of the tourists. Scope of this study is limited up
to the tourists and further studies should include
general public and tour operators.

References
1. Adetunji, R. R., Nordin, S. M., & Noor, S. M. (2014). The Effectiveness of Integrate Advertisement Message
Strategy in Developing Audience-Based Brand Equity. Global Business and Management Research, 6(4),
308-318.
2. Andersson, A., & Nilsson, J. (2000). Wireless Advertising Effectiveness: Evaluation of a SMS Advertising Trial
(Master’s Thesis in Marketing, Stockholm School of Economics Andersson).
3. Beerli, A., & Martin, J. D. (2004). Factors Influencing Destination Image. Annals of Tourism Research, 31(3),
657-681.
4. Bergkvist, L. (2000). Advertising Effectiveness Measurement: Intermediate Constructs and Measures (Doctoral
Dissertation, Stockholm School of Economics, The Economics Research Institute).
5. Biel, A. L., & Bridgwater, C. A. (1990). Attributes of Likable Television Commercials. Journal of Advertising
Research, 30(3), 38-44.
6. Buil, I., De Chernatony, L., & Martínez, E. (2013). Examining the Role of Advertising and Sales Promotions in
Brand Equity Creation. Journal of Business Research, 66(1), 115-122.
7. Divisekera, S. & Kulendran, N. (2006). Economic Effects of Advertising on Tourism Demand: A Case Study.
Tourism Economics, 12(2), 187-205.
8. Ducoffe, R. H. (1996), Advertising Value and Advertising on the Web. Journal of Advertising Research, 36(5),
21–35.
9. Fam, K.S. & Waller, D.S. (2006). Identifying Likable Attributes: A Qualitative Study of Television Advertisements
in Asia. Qualitative Market Research: An International Journal, 9(1), 38-50.
10. Feiz, D., Fakharyan, M., Reza Jalilvand, M., & Hashemi, M. (2013). Examining the Effect of Tv Advertising
Appeals on Brand Attitudes and Advertising Efforts in Iran. Journal of Islamic Marketing, 4(1), 101-125.
11. Gazley, A., Krisjanous, J., Fam, K. S., & Grohs, R. (2012). Like It or Not: Differences in Advertising Likeability
and Dislikeability within Asia. Asia Pacific Journal of Marketing and Logistics, 24(1), 23-40.
60

IITM Journal of Management and IT

12. Gharibi S., Danesh, S. Y. S., & Shahrodi, K. (2012). Explain the Effectiveness of Advertising using the Aida
Model. Interdisciplinary Journal of Contemporary Research in Business,4(2), 926-940.
13. Goldsmith, R. E., & Lafferty, B. A. (2002). Consumer Response to Web sites and their Influence on Advertising
Effectiveness. Internet Research, 12(4), 318-328.
14. Hussainy, S. K., Riaz, K., Kazi, A. K., & Herani, G. M. (2008). Advertising Styles’ Impact on Attention in
Pakistan. KASBIT Business Journal, 1(1), 28-38.
15. Katke, K. (2007). The Impact of Television Advertising on Child Health & Family Spending. International
Marketing Conference on Marketing & Society.
16. Lavidge, R. J., & Steiner, G. A. (2000). A Model for Predictive Measurements of Advertising Effectiveness. Advertising & Society Review, 1(1).
17. Liu, W. L. (2002). Advertising in China: Product Branding and Beyond. Corporate Communications: An
International Journal, 7(2), 117-125.
18. Lutz, R. J. (1985). Affective and Cognitive Antecedents of Attitude toward the Ad: A Conceptual
Framework. Psychological Processes and Advertising Effects, 45-63.
19. MacKenzie, S. B. & Lutz, R. J. (1989). An Empirical Examination of the Structural Antecedents of Attitude
toward the Ad in an Advertising Pretesting Context. Journal of Marketing, 53(2), 48-65.
20. MacKenzie, S. B., Lutz, R. J., & Belch, G. E. (1986). The Role of Attitude toward the Ad as a Mediator of
Advertising Effectiveness: A Test of Competing Explanations. Journal of Marketing Research, 130-143.
21. Martin, B.A.S., Bhimy, A.C., & Agee, T. (2002). Infomercials and Advertising Effectiveness: An Empirical
Study. Journal of Consumer Marketing, 19(6), 468-480.
22. Mehta, A., & Purvis S. C. (2006). Reconsidering Recall and Emotion in Advertising. Journal of Advertising
Research, 46(1) 49-57.
23. Mick, D. G. (1992). Levels of Subjective Comprehension in Advertising Processing and their Relations to Ad
Perceptions, Attitudes and Memory. Journal of Consumer Research, 411 424.
24. Mindak, W. A. (1956). A New Technique for Measuring Advertising Effectiveness. Journal of Marketing, 20(4),
367-378.
25. Mitra, A., & Lynch Jr, J. G. (1995). Toward a Reconciliation of Market Power and Information Theories of
Advertising Effects on Price Elasticity. Journal of Consumer Research, 644-659.
26. Molina, A., Gomez, M., & Martín-Consuegra, D. (2010). Tourism Marketing Information and Destination
Image Management. African Journal of Business Management, 4(5), 722-728.
27. Nelson, P. (1974). Advertising as Information. The Journal of Political Economy, 729 754.
28. Niazi, G. S. K., Siddiqui, J., Alishah, B., & Hunjra, A. I. (2012). Effective Advertising and its Influence on
Consumer Buying Behavior. Information Management and Business Review, 4(3), 114-119.
29. Obermiller, C., Spangenberg, E., & MacLachlan, D. L. (2005). Ad Skepticism: The Consequences of
Disbelief. Journal of Advertising, 34(3), 7-17.
30. Pavlou, P. A., & Stewart, D. W. (2000). Measuring the Effects and Effectiveness of Interactive Advertising: A
Research Agenda. Journal of Interactive Advertising, 1(1), 61-77.
31. Prendergast, G., Liu, P. Y., & Poon, D. T. (2009). A Hong Kong Study of Advertising Credibility. Journal of
Consumer Marketing, 26(5), 320-329.
32. Ranjbarian, B., Shaemi, A., & Jolodar, S. Y. E. (2011). Assessing the Effectiveness of Electric Conservation
Advertisements in Isfahan Channel Television. International Business Research, 4(3), 194-200.
33. Rimoldi, O. (2008).The Impact of Likability on Advertising Effectiveness: To What Extent Does Liking an
Advert have a Persuasive Influence on Consumer Behavior (Master’s thesis, 2008). Retrieved from http://
www.psychology.nottingham.ac.uk/staff/ddc/c8cxpa/further/Dissertation_examples/Rmoldi_08.pdf
Volume 7, Issue 2

• July-December 2016

61

34. Rossiter, J. & Percy, L. (1998). Advertising Communications & Promotion Management. New York:
McGraw –Hill.
35. Sadeghi, M., Fakharyan, M., Dadkhah, R., Khodadadian, M. R., Vosta, S. N., & Jafari, M. (2015). Investigating
the Effect of Rational and Emotional Advertising Appeals of Hamrahe Aval Mobile Operator on Attitude towards
Advertising and Brand Attitude (Case Study: Student Users of Mobile in the Area of Tehran). International
Journal of Asian Social Science, 5(4), 233-244.
36. Schlinger, M. J. (1979). A profile of Response to Commercials. Journal of Advertising Research, 19, 37-46.
37. Smith, R.E., Mackenzie, S.B., Yang, X., Buchholz, L.M. & Darley, W.K. (2007). Modeling the Determinants
and Effects of Creativity in Advertising. Marketing Science, 26(6), 819-833.
38. Smith, R. E., Chen, J., & Yang, X. (2008). The Impact of Advertising Creativity on the Hierarchy of Effects. Journal
of Advertising, 37(4), 47-62.
39. Smith, R. E., & Swinyard, W. R. (1983). Attitude-Behavior Consistency: The Impact of Product Trial versus
Advertising. Journal of Marketing Research, 257-267.
40. Smith, R. E., & Swinyard, W. R. (1982). Information Response Models: An Integrated Approach. The Journal
of Marketing, 81-93.
41. Szumiak, S., & Singh, N. (2010). Studying the Impacts of Tourism Destination Advertising Using Text, Pictures
and Virtual Worlds. The Collins Journal, (Online).
42. Tellis, G. J. (1998). Advertising and Sales Promotion Strategy. New Delhi: Prentice Hall.
43. Unal, S., Ercis, A., & Keser, E. (2011). Attitudes towards Mobile Advertising–A Research to Determine the
Differences between the Attitudes of Youth and Adults. Procedia-Social and Behavioral Sciences, 24, 361-377.
44. UNWTO. (2011). Policy and Practice for Global Tourism. Madrid: UNWTO.
45. Wiley, J. B., Krisjanous, J., & Cavana, E. (2007). An Experimental Study of Female Tweeners’ Evaluative Beliefs
Regarding Ads, Attitude toward the Ad, and Purchase Intent for Fashion Apparel. Young Consumers, 8(2), 119127.
46. Williams, D. A., & Spencer, A. (2010). Advertising and Tourist Arrivals: Evidence from Jamaica. Tourism and
Hospitality Research, 10(4), 359-366.
47. Woodside, A. G. (1990). Measuring Advertising Effectiveness in Destination Marketing Strategies. Journal of
Travel Research, 29(2), 3-8.
48. Wright, M. J. (2016). Predicting What? The Strengths and Limitations of a Test of Persuasive Advertising
Principles. European Journal of Marketing, 50(1/2).
49. Wu, S. I., Wei, P. L., & Chen, J. H. (2008). Influential Factors and Relational Structure of Internet Banner
Advertising in the Tourism Industry. Tourism Management, 29(2), 221-236.
50. Xu, D. J. (2006). The Influence of Personalization in Affecting Consumer Attitudes toward Mobile Advertising
in China. Journal of Computer Information Systems, 47(2), 9-19.
51. Yang, X., & Smith, R. E. (2009). Beyond Attention Effects: Modeling the Persuasive and Emotional Effects of
Advertising Creativity. Marketing Science, 28(5), 935-949.
52. Zarantonello, L., Jedidi, K., & Schmitt, B. H. (2013). Functional and Experiential Routes to Persuasion: An
Analysis of Advertising in Emerging Versus Developed Markets. International Journal of Research in
Marketing, 30(1), 46-56.

62

IITM Journal of Management and IT

The Role of Consumer Innovativeness on Consumer
Perceived Risk towards Online Shopping
Nidhi Sharma*
Siddharth Das**
Abstract
Online shopping opens a new world of opportunities and experiences for customers. The array of
products and services that online shopping offers at different price range makes it an unbelievable
market place. Most consumers have open heartedly adapted to online shopping while others have fear
of various types of risks. These risks act as deterrent to online shopping.
Consumers who buy new products are termed as innovators and the product which they buy are
termed as innovations (Manzano, Navarre, Mafe and Blas (2009). Our study aimed at understanding
the ‘innovative customers’, their categories and their levels of perceived risk towards online shopping.
The study was conducted on 450 respondents from selected cities of Gujarat namely Ahmedabad,
Surat, Rajkot and Vadodara who were approached through an online survey. The respondents were
government and private employees, students and businessmen. Their perception of Financial Risk,
Performance Risk, Social Risk, Time Risk, Psychological Risk and Privacy Risk for online shopping was
tabulated and assessed using ANOVA (Analysis of Variance). Results of the study showed that there was
statistically significant difference between various categories of innovators and the risk they perceived
for shopping online. Highly innovative customers were found less sensitive towards financial, performance,
social and psychological risk while the category of medium level innovative consumers were found to
be less sensitive towards privacy risk.
Keywords: consumer perceived risk, online shopping, innovators and types of risks.

Introduction
We are living in times where everything is a click away.
As a result the consumers have evolved new patterns
for shopping. Internet has brought in a revolution in
shopping patterns and trends. Now the consumer is
moving towards a new platform i.e. online shopping.
According to ASSOCHAM, the average online
purchases are expected to increase from 66% in 2015
to 78% in 2016. The study said that rise in online
shopping is expected due to attractive deals and
aggressive marketing of an array of items like clothes,
jewelry, books etc. Around 55 million consumers
purchased online in the year 2015. It has been seen
Nidhi Sharma*
Research Scholar
Gujarat Technological University
Siddharth Das**
Associate Professor
L. J. Institute of Management and Studies,
Ahmedabad

that there is an explosive growth of online users and a
positive growth of online shoppers which has led to
dramatic shifts in the way purchase activities and
transactions are conducted.
Online shopping reflects an innovative online behavior
that is being adopted by innovators than noninnovators. Chase and Fransson (2000), state that
internet shopping is no different from any other
innovation. It is just a new method of purchasing
goods and services online. Mahajan and Wind (1989),
Peterson et.el. (1997), and Kotler 1991, also
mentioned that “Purchasing something on internet
could be considered as adopting an innovation”.
Benefits of online shopping attract individuals to shop
online. But during the entire process of online
shopping they also perceive different types of risks.
Literature review has categorized these risks. Suresh
and Shashikala (2011) have described various types
of risk in terms of Financial Risk, Performance Risk,
Social Risk, Psychological Risk and Time Risk. It is
essential that marketers identify the customers who

buy online and study their buying patterns. This will
help them use means to reduce the level of perceived
risk among consumers and increase the conversion of
non-buyers into online buyers.

Literature Review:
Consumer Innovativeness:
Consumers shopping using internet, reflects their
acceptance of technology and innovation. Concept
of innovativeness is related to the new product
adaptation process. Rogers (1995) establishes a
classification with five groups of adopters. Consumers
who are the first to adopt an innovation are described
as innovators. This personality construct of individuals
reflects their degree of adoption of new products and
ideas which they never experienced (Hirschman,
1980). To measure consumer innovativeness,
researchers have used many techniques. The main
approaches of concept can be distinguished as Innate
Innovativeness and Domain specific Innovativeness.
Innate Innovativeness may be perceived as a general
tendency toward new product purchasing, whereas
domain specific innovativeness is the same tendency
limited in only one product category. (Joseph and
Vyas, 1984; Ji Eun Park, Jun Yu and Joyce Xin Zhou,
2010).
Donthu and Gracia (1999) characterize internet
shoppers as more innovative, variety seeking, impulsive
and less risk adverse than internet non-shoppers.
According to Goldsmith (2000) online innovators
tend to exhibit a higher level of self confidence which
means that online shoppers have higher level of
knowledge about online shopping process. In their
study, Nakata and Sivakumar (1996) shows that risktaking behavior is a typical characteristic of innovative
managers. Specifically in online shopping, an
individual innovative personality is related to risktaking tendencies, since an innovative behavior such
as online banking use involves unavoidable risk and
uncertainty (Gerrard and Cunningham, 2003).
According to Gatignon and Robertson (1991),
innovators have more favorable attitudes towards risk.
They are characterized as highly educated, higher
income level, greater social mobility, higher self esteem
and opinion leadership. They are less sensitive for risk
associated with online process. Individuals who are
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highly innovative are more willing to handle
uncertainty associated with innovative technologies
(Rogers 1995). It is observed that the personality of
online shoppers have innovative and risk taking
characteristics and both the characteristics are related
to each other.

Consumer Perceived Risk:
Schiffman et al (2007) explain perceived risk as an
uncertainty that consumer faces when he cannot
foresee the consequences of his purchase decisions. It
shows how much a consumer believes in the
probability of a negative outcome from any purchase
decision. Consequences may involve performance
goals (e.g. will the product function according to my
anticipation?), psychosocial goals (e.g. what would be
the impact of others thinking towards me?), or
resources such as money, time and attempt spent to
accomplish those goals.
Uncertainty is ‘subjective’ and occurs when buying
goals are keyed out and matched with product and
brand offering. For instance, if a consumer’s aim is to
look beautifully dressed for marriage party, they may
be uncertain about which brand name looks most
traditional (Park, J. and Stoel, L., 2005). The amount
of perceived risk varies and basically depends on
the consumer’s ‘subjective interpretation’ of the uncertainty (Park, J. and Stoel, L. ,2005).
Risks perceived by consumer can become a hurdle to
performing internet transactions (Gerrard and
Cunningham, 2003). Various types of perceived risk
have a considerable influence on the selection of
medium of shopping. In this research paper various
perceived risk has been reviewed which have applied
in online shopping process. There are variety of risks
that have been suggested including Financial,
Performance, Physical, Social, Convenience,
Psychological, Source and Privacy (Hassan A. M.,
Kunz M.B., Pearson A. W. and Mohamed F. A.
(2006).
Financial Risk refers as a probability that a purchase
results in loss of money or other resources.
Performance Risk refers as a probability that a product
purchased results in failure to function as expected.
Social Risk refers as a probability that a product
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purchased results in disapproval by family or friends.
Psychological Risk refers to probability that a product
results in inconsistency with self-image. Time Risk
refers as a probability that a purchase results in the
fear of losing time to buy or retain the product. Privacy
Risk refers as a probability of losing privacy online.
(Naiyi 2004, Chaudhuri 2000).

structured questionnaire was designed by using 5point likert scale. It has two parts. First part had
statements of behavioral intentions of consumer and
second part had details of demographic information.
A pilot study was conducted for checking the
reliability of the questionnaire. The Chronbach alpha
value of the pilot study was 0.865 which stated the
validity of the instrument.
Primary data was collected via an e-mail invitation
and Web based questionnaire. A total of 450 surveys
for Internet users were carried out. Secondary data
was collected from journals (national and
international), books, magazines, newspapers and
websites. Annexure-I describes all demographic
information (gender, age, occupation and income) of
respondents.
After data collection, all the respondents were
categorized into three categories on the basis of their
responses towards questions on consumer
innovativeness behavioral intention. Respondent
categories were named as high level innovative
consumers, medium level innovative consumers and
low level innovative consumer.

Research Methodology:
Objectives:
The objectives of the study are as follows:
 To determine various perceived risk associated
with online shopping
 To analyze perception of innovators for different
types of risk

Research Design
The research design for this study is descriptive in
nature. The study was confined to Gujarat state. Data
through survey was collected for this study from
Ahmedabad, Surat, Rajkot and Vadodara.
The sampling procedure used was non-probability
convenience sampling. Based on literature review a
Categories of Respondents on the basis of innovativeness:
Name of category
High level innovative consumers

Code
1

Medium

2

Low level innovative consumers

3

Analysis and Results:
The crux of any research exercise is the analysis of the
collected data and the inferences that are drawn on
the basis of the interpretation of the analyzed data.
The data received through the questionnaire was
tabulated and analyzed with the help of statistical tool
ANOVA by using SPSS 20. Interpretations were made
to get the meaningful inferences.
To explore differences in the perception of three
categories of innovators for various types of perceived
risk towards online shopping, following hypothesis
were set:
H01: There is no significant difference in perception
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Description
Respondents whose response were most favorable towards
innovativeness
Respondents whose responses were neither very high or
low on innovativeness
Respondents whose responses were least favorable towards
innovativeness
of Financial Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H1: There is a significant difference in perception of
Financial Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H02: There is no significant difference in perception
of Performance Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H2: There is a significant difference in perception of
Performance Risk by Innovators (Highly Innovative,
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Medium level innovative consumer and Less
Innovative).
H03: There is no significant difference in perception
of Social Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H3: There is a significant difference in perception of
Social Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H04: There is no significant difference in perception
of Time Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H4: There is a significant difference in perception of
Time Risk by Innovators (Highly Innovative, Medium

level innovative consumer and Less Innovative).
H05: There is no significant difference in perception
of Psychological Risk by Innovators (Highly
Innovative, Medium level innovative consumer and
Less Innovative).
H5: There is a significant difference in perception of
Psychological Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H06: There is no significant difference in perception
of Privacy Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).
H6: There is a significant difference in perception of
Privacy Risk by Innovators (Highly Innovative,
Medium level innovative consumer and Less
Innovative).

Table 1: Respondents Demographic Profile
Sr. No.

Characteristics

Category

1

Gender

2

3

Age

Education

Frequency

%

Male

288

72

Female

112

28

18-25

112

28

26-35

196

49

35-50

80

20

50 & above

12

2.5

Graduate

164

41

Post – graduate

160

40

4

1

Others

72

18

Student

204

51

Business

36

9

Govt. Employee

36

9

120

30

4

1

70

17.5

Rs. 100001 – 300000

280

70

Rs. 300001 – 500000

40

10

Rs. 500001 & above

10

2.5

Doctorate
5

Occupation

Pvt. Employee
Others
5

Income (annual)

Below Rs. 100000

As illustrated in Table-2, construct used in our study has been adopted from previous studies.
66

IITM Journal of Management and IT

Table 2- Measurement Scale
No. Construct

Item coding

Item description

Source

I visit new company’s website
even if I have not heard of it
before.

Manzano, Navarre, Mafe
and Blas (2009), Handa
& Gupta (2009) and
Daghfous, N., Petrof, J.V.
and Pons, F. (1999)

1

Consumer
CI_1
Innovativeness

2

CI_2

I know about new retail websites
before most other people in my
circle do

3

CI_3

I would be the first in my circle to
shop online from a new website

4

CI_4

I have a better knowledge of
online shopping than other people
in my circle.

5

CI_5

I would shop online even if I did
not know anyone who had done it
before

6

CI_6

Often, people ask my opinion
about new products/ new brands/
new websites

FR_1

I get value for money for
products bought online.

2

FR_2

It is safe to disclose credit card
details while shopping online.

3

FR_3

Products always get delivered
when purchased online.

PR_1

I get the same features of the
product, as ordered.

2

PR_2

I get the level of benefits as
advertised on the Website.

3

PR_3

The product performs the same
as promoted.

1

1

Financial Risk

Performance
Risk
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Manzano, Navarre, Mafe
and Blas (2009),A.H.
Crespo, R.D.Bosque &
Salmones Sanchez M.M.
(2009)Littler, D. and
Melanthiou, D. (2006)

Manzano, Navarre, Mafe
and Blas (2009)A.H.Crespo,
R.D.Bosque & Salmones
Sanchez M.M. (2009)Littler,
D. and Melanthiou, D. (2006)
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No. Construct

Item coding

Item description

Source

SR_1

Online shopping creates good
opinion about me in my circle.

Manzano, Navarre, Mafe
and Blas (2009)A.H.Crespo,
R.D.Bosque & Salmones
Sanchez M.M. (2009)Littler,
D. and Melanthiou,D.(2006)

2

SR_2

All people from my circle may
agree to my online buying
decision.

3

SR_3

My friends and relatives think
that I am wise.

TR_1

Searching products does not
take time.

2

TR_2

Placing order does not take time.

3

TR_3

Online shopping provides quick
delivery of product.

PSY_1

I feel comfortable while shopping
online.

2

PSY_2

Online shopping does not make
me feel anxious.

3

PSY_3

I do not get tense during
shopping online.

PRR_1

My personal information is not
used without my knowledge.

2

PRR_2

Due to online shopping, I do not
receive unnecessary e-mails.

3

PRR_3

My personal information is not
used improperly.

1

1

1

1

68

Social Risk

Time Risk

Psychological
Risk

Privacy Risk

Manzano, Navarre, Mafe and
Blas (2009),A.H.Crespo,
R.D.Bosque & Salmones
Sanchez M.M. (2009) Littler,
D. and Melanthiou, D. (2006)

Manzano, Navarre, Mafe and
Blas (2009), A.H.Crespo,
R.D.Bosque & Salmones
Sanchez M.M. (2009)Littler,
D. and Melanthiou, D. (2006)

Manzano, Navarre, Mafe and
Blas (2009),A.H.Crespo,
R.D.Bosque & Salmones
Sanchez M.M. (2009)Littler,
D. and Melanthiou, D. (2006)
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Result of ANOVA analysis is given below:

Table-3 Descriptive
95% Confidence
Interval for Mean

N

Mean

Std.
Std.
Deviation Error

Lower
Bound

Upper
Bound

Minimum Maximum

FACT_ High level
FR
Innovative
consumer

110

2.70

.556

.053

2.59

2.80

2

4

Medium
level
innovative
consumers

231

2.61

.717

.047

2.52

2.70

1

4

Low level
innovative
consumer

109

2.27

.582

.056

2.16

2.38

1

3

Total

450

2.55

.668

.031

2.49

2.61

1

4

FACT_ High level
PR
innovative
consumer

110

2.7091

.61099

.05826 2.5936

2.8246

2.00

4.00

Medium
level
innovative
consumers

231

2.5541

.62232

.04095 2.4734

2.6348

1.00

4.00

Low level
innovative
consumer

109

2.4587

.78801

.07548 2.3091

2.6083

1.00

5.00

Total

450

2.5689

.66802

.03149 2.5070

2.6308

1.00

5.00

FACT_ High level
SR
innovative
consumer

110

2.8000

.72694

.06931 2.6626

2.9374

2.00

5.00

Medium
level
innovative
consumers

231

2.5628

.85170

.05604 2.4524

2.6732

1.00

4.00

Low level
innovative
consumer

109

2.1560

.77189

.07393 2.0094

2.3025

1.00

4.00

Total

450

2.5222

.83396

.03931 2.4450

2.5995

1.00

5.00
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95% Confidence
Interval for Mean
N

Mean

Std.
Std.
Deviation Error

Lower
Bound

Upper
Bound

Minimum Maximum

FACT_ High level
TR
innovative
consumer

110

2.6455

.64376

.06138 2.5238

2.7671

2.00

4.00

Medium
level
innovative
consumers

231

2.6407

.92119

.06061 2.5213

2.7601

1.00

5.00

Low level
innovative
consumer

109

2.2385

.73155

.07007 2.0996

2.3774

1.00

3.00

Total

450

2.5444

.83307

.03927 2.4673

2.6216

1.00

5.00

FACT_ High level
PSY
innovative
consumer

15

2.8667

.63994

.16523 2.5123

3.2211

2.00

4.00

Medium
level
innovative
consumers

25

2.4800

.58595

.11719 2.2381

2.7219

2.00

4.00

Low level
innovative
consumer

17

1.8824

.60025

.14558 1.5737

2.1910

1.00

3.00

Total

57

2.4035

.70355

.09319 2.2168

2.5902

1.00

4.00

FACT_ High level
PRR innovative
consumer

110

2.8000

.93652

.08929 2.6230

2.9770

1.00

5.00

Medium
level
innovative
consumers

231

3.2554

.87955

.05787 3.1414

3.3694

1.00

5.00

Low level
innovative
consumer

109

2.5321

.90849

.08702 2.3596

2.7046

1.00

4.00

Total

450

2.9689

.95040

.04480 2.8808

3.0569

1.00

5.00
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Table-4 ANOVA
Sum of
Squares

Df

Mean Square

F

Sig.

FACT_FR

Between Groups
Within Groups
Total

11.859
188.422
200.280

2
447
449

5.929
.422

14.067

.000

FACT_PR

Between Groups
Within Groups
Total

3.536
196.829
200.364

2
447
449

1.768
.440

4.015

.019

FACT_SR

Between Groups
Within Groups
Total

23.489
288.788
312.278

2
447
449

11.745
.646

18.179

.000

FACT_TR

Between Groups
Within Groups
Total

13.463
298.148
311.611

2
447
449

6.731
.667

10.092

.000

FACT_PSY Between Groups
Within Groups
Total

7.981
19.738
27.719

2
54
56

3.991
.366

10.918

.000

FACT_PRR Between Groups
Within Groups
Total

42.896
362.668
405.564

2
447
449

21.448
.811

26.435

.000

Financial Risk
An analysis of variance (table-4) showed that F (2,447)
=14.06, P=.000. P value is less than .05. Therefore,
we reject the Null hypothesis (H01) and conclude that
there is statistically significant difference in the
perception of financial risk by various categories of
innovators. A tukey HSD test (table-5) indicates that
high innovators (M=2.7, SD=.556) perceive less
financial risk in comparison to medium level
innovative consumer and low level innovative
consumers. There is a significant difference between
high level innovative consumers and low level
innovative consumers.

Performance Risk
An analysis of variance (table-4) showed that F (2,447)
=4.015, P=.019. P value is less than .05. Therefore,
we reject the Null hypothesis (H02) and conclude that
there is statistically significant difference in the
perception of performance risk by various categories
of innovators. A tukey HSD (table-5) indicates that
high innovators (M=2.7, SD=.556) perceive less
financial risk in comparison to medium level
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innovative consumer and low level innovative
consumers. There is a significant difference between
high level innovative consumers and low level
innovative consumers.

Social Risk
An analysis of variance (table-4) showed that F (2,447)
=18.179, P=.000. P value is less than .05. Therefore,
we reject the Null hypothesis (H03) and conclude that
there is statistically significant difference in the
perception of social risk by various categories of
innovators. A tukey HSD (table-5) indicates that high
innovators (M=2.8, SD=.726) perceive less social risk
in comparison to medium level innovative consumer
and low level innovative consumers. There is a
significant difference between all three categories of
innovators.

Time Risk
An analysis of variance (table-4) showed that F (2,447)
=10.09, P=.000. P value is less than .05. Therefore,
we reject the Null hypothesis (H04) and conclude that
there is statistically significant difference in the
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Table-5 Multiple Comparisons
Tukey HSD
Mean
Difference Std.
(I-J)
Error

Sig.

95% Confidence Interval
Lower
Upper
Bound
Bound

Dependent
Variable

(I)
FACT_CI

(J) FACT_CI

FACT_FR

High level
innovative
consumer

Medium level
innovative
consumers

.085

.075

.495

-.09

.26

Low level
innovative
consumer

.428*

.088

.000

.22

.63

High level
innovative
consumer

-.085

.075

.495

-.26

.09

Low level
innovative
consumer

.343*

.075

.000

.17

.52

-.428*
-.343*

.088
.075

.000
.000

-.63
-.52

-.22
-.17

Medium
level
innovative
consumers

FACT_PR
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Low level
innovative
consumer

High level
innovative
consumer
Medium
level innovative
consumers

High level
innovative
consumer

Medium level
innovative
consumers

.15498

.07687

.110

-.0258

.3357

Low level
innovative
consumer

.25038*

.08968

.015

.0395

.4613

Medium
level
innovative
consumers

High level
innovative
consumer
Low level
innovative
consumer

-.15498

.07687

.110

-.3357

.0258

.09540

.07711

.432

-.0859

.2767

Low level
innovative
consumer

High level
innovative
consumer

-.25038*

.08968

.015

-.4613

-.0395

Medium level
innovative
consumers

-.09540

.07711

.432

-.2767

.0859
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Dependent
Variable
FACT_SR

(I)
FACT_CI
High level
innovative
consumer

Medium
level
innovative
consumers

Low level
innovative
consumer

FACT_TR

High level
innovative
consumer

Medium
level
innovative
consumers

Low level
innovative
consumer
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Sig.

95% Confidence Interval
Lower
Upper
Bound
Bound

.09311

.030

.0183

.4562

.64404*

.10863

.000

.3886

.8995

High level
innovative
consumer

-.23723*

.09311

.030

-.4562

-.0183

Low level
innovative
consumer

.40681*

.09340

.000

.1872

.6264

High level
innovative
consumer

-.64404*

.10863

.000

-.8995

-.3886

Medium level
innovative
consumers

-.40681*

.09340

.000

-.6264

-.1872

Medium level
innovative
consumers

.00476

.09461

.999

-.2177

.2272

Low level
innovative
consumer

.40692*

.11038

.001

.1474

.6665

High level
innovative
consumer

-.00476

.09461

.999

-.2272

.2177

Low level
innovative
consumer

.40216*

.09490

.000

.1790

.6253

High level
innovative
consumer

-.40692*

.11038

.001

-.6665

-.1474

Medium level
innovative
consumers

-.40216*

.09490

.000

-.6253

-.1790

(J) FACT_CI

Mean
Difference Std.
(I-J)
Error

Medium level
innovative
consumers

.23723

*

Low level
innovative
consumer
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Dependent
Variable

Mean
Difference Std.
(I-J)
Error

Sig.

95% Confidence Interval
Lower
Upper
Bound
Bound

(I)
FACT_CI

(J) FACT_CI

FACT_PSY High level
innovative
consumer

Medium level
innovative
consumers

.38667

.19746

.133

-.0892

.8625

Low level
innovative
consumer

.98431*

.21417

.000

.4682

1.5005

High level
innovative
consumer

-.38667

.19746

.133

-.8625

.0892

Low level
innovative
consumer

.59765*

.19006

.007

.1396

1.0557

High level
innovative
consumer

-.98431*

.21417

.000

-1.5005

-.4682

Medium level
innovative
consumers

-.59765*

.19006

.007

-1.0557

-.1396

Medium level
innovative
consumers

-.45541*

.10435

.000

-.7008

-.2100

Low level
innovative
consumer

.26789

.12173

.072

-.0184

.5542

High level
innovative
consumer

.45541*

.10435

.000

.2100

.7008

Low level
innovative
consumer

.72330*

.10467

.000

.4772

.9694

High level
innovative
consumer

-.26789

.12173

.072

-.5542

.0184

Medium level
innovative
consumers

-.72330*

.10467

.000

-.9694

-.4772

Medium
level
innovative
consumers

Low level
innovative
consumer

FACT_PRR High level
innovative
consumer

Medium
level
innovative
consumers

Low level
innovative
consumer

*. The mean difference is significant at the 0.05 level.
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perception of Time risk by various categories of
innovators. A tukey HSD (table-5) indicates that high
innovators (M=2.7, SD=.556) and medium level
innovative consumer (M=2.6, SD=.92) perceive same
level of time risk and low level innovative consumers
perceive high time risk. There is a significant difference
between low level innovative consumers and high
innovative consumers and medium level innovative
consumer (as they perceive same level of risk).

Psychological Risk
An analysis of variance (table-4) showed that F (2,447)
=10.91, P=.000. P value is less than .05. Therefore,
we reject the Null hypothesis (H05) and conclude that
there is statistically significant difference in the
perception of psychological risk by various categories
of innovators. A tukey HSD (table-5) indicates that
high innovators (M=2.8, SD=.936) perceive less
psychological risk in comparison to medium level
innovative consumer and low level innovative
consumers. There is a significant difference between
all three categories of innovators.

Privacy Risk
An analysis of variance (table-4) showed that F (2,447)
=26.435, P=.000. P value is less than .05. Therefore,
we reject the Null hypothesis (H06) and conclude that
there is statistically significant difference in the
perception of Privacy risk by various categories of
innovators. A tukey HSD (table-5) indicates that
medium level innovative consumer (M=3.25,
SD=.879) perceive less privacy risk in comparison to
high level innovative consumers (M=2.8, SD=.936)
and low level innovative consumers (M=2.53,
SD=.908). There is a significant difference between
medium level innovative consumer and high level
innovative consumers and low level innovative
consumers.

Conclusion:
This study helped to understand the perception of
online consumers towards various types of risk.
Through literature review, six types of online perceived
risk were found and these were financial risk,
performance risk, social risk, time risk, psychological
risk and privacy risk. Innovators were also categorized
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into three categories - high level innovative consumers,
medium level innovative consumer and low level
innovative consumers. Result of statistical analysis
showed that the perception of online consumer
towards risk varied for all three categories of
innovators. High level innovative consumers were
found less sensitive towards financial risk, performance
risk, social risk and psychological risk. It was found
that high level innovative consumers and medium level
innovative consumer are equally sensitive towards time
risk. Medium level innovative consumers were found
less sensitive towards privacy risk. And finally, low
level innovative consumers were found sensitive
towards all six types of risk.
Marketers need to focus on medium level and low
level innovative consumers and try to reduce their level
of perceived risk by providing well known brands/
manufacturers, money back guaranty, clear price
information and by improving search engine ratings.
They can also share customer reviews.

Limitations:
Even though various advantages and benefits related
to this study are pointed, this study is not free from
limitations. Use of non-probability sampling is one
of the major limitations of the study. There are two
reasons for not using an ideal non probability
sampling- time, cost constraint and unavailability of
the entire list of Gujarat online shoppers. In spite of
the fact that findings from study of a non probability
sampling cannot be confidently generalized to the
population, it is visualized that the result will still
provide significant information and highlight scope
for future research.

Scope for Future Research:
The study has implications for academicians and
research scholars in terms of research scope in the area
of marketing and online retailing opens up. Although
this research has addressed the perception level of
innovators, this field of research has ample
opportunities for further explorations. Study needs
to be conducted from time to time to track changes
in the perception and behavioral patterns of online
shoppers.
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Women Entrepreneurs: Journey Towards Success
Dr. Rachita Rana and Dr. Sheela Bhargava, The Readers Paradise, New Delhi
ISBN: 978-93-85958-37-3, Edition: 2016, Pages: 220, Price: Rs. 1695.00
“Entrepreneurship indicates an independence of spirit. It is the realization of this independence that women in
India have begun to express over the last two or three decades. Also, this is the main reason why the percentage
of women among the total number of entrepreneurs in India has been progressively growing” quoted by Shahnaz
Husain, CEO of Shahnaz Herbals Inc in a conversation with ibscdc.org. With passing times, the role of Indian
women has been explicitly acknowledged with a market shift in the approach from mere ‘women welfare’ to
more towards ‘women development and empowerment’. It has been observed that women in India are taking up
entrepreneurial activity at an increasing rate, especially in medium and small scale enterprises. Their substantive
contribution to economic growth of our country is impossible to ignore. It is in this milieu that the authors have
offered to present their research findings on women entrepreneurship in the form of an interesting book titled
‘Women Entrepreneurs: Journey towards Success’. This book has been written for anyone who is interested in
understanding the opportunities and challenges faced by budding women entrepreneurs in Indian context.
There have been several studies on women entrepreneurship in Indian context, but most of all have just given
the bird’s eye view about the positioning of Indian women entrepreneurs. What sets this book distinct from
others is its extent of coverage i.e. inclusion of 284 units operationalised by women entrepreneurs in Delhi.
Based on an in-depth analysis of these units, the authors have attempted to explain the factors responsible for
entrepreneurial motivation among women as well as hindrances faced by them in setting up their ventures. The
book begins with an alluring preface that absolutely justifies the need to read and understand the significance of
‘mainstreaming the journey of Indian women entrepreneurs’. In main, the purpose of authors behind this empirical
book is to reveal the various motivating and de-motivating internal and external factors in context of women
entrepreneurs engaged in micro enterprises in NCT of Delhi and then suggest the ways to eliminate hurdles
proving hindrance in the development of women entrepreneurship in Indian Context.
As the title suggests, the journey of Indian women from beginning till the successful leading of a venture has
been unfolded well in the seven chapters. In chapter one, the authors have identified some key constructs in
relation to functioning of women entrepreneurs. They have opined that the entrepreneurs’ work typically operates
at low levels of organization and scale. They even lack formal space for operations and frequently have to protect
themselves from harassment by local authorities. In addition, their work is often not constituted as a separate
legal entity, independent from the household. Most of the times, their entrepreneurial activities tend to get
locked into traditional roles. Very aptly, the chapter addresses the present situation of women entrepreneurs who
are dealing with various paradoxical situations exist in our society. Setting up an enterprise is not an easy task for
women entrepreneurs in our society and at the same time, running it successfully is more challenging.
Pursuing further, chapter two entails a comprehensive literature review on women entrepreneurs. Around 40
leading studies have been cited to make readers understand the current positioning of women entrepreneurs in
Indian business market. Chapter three revolves around conceptual framework and methodology. By adopting
the ‘Melting Middle’ perspective and the continuum of female entrepreneurship development, the authors have
first classified the women entrepreneurs into six groups and then effectively deduced that women entrepreneurs
are more inclined towards service sector preferably beauty parlors, retail shop business, tailoring boutique, day
care centers, play school, fitness center, and interior decoration centers. Chapter four sketches out the demographic
profile of chosen women entrepreneurs pertaining to age, education, type of family, caste, religion, marital
status, nature of work, and industry to which enterprise belongs.

The heart of the book lies in chapter five and six, where authors have brought out some interesting findings on
the basis of thorough empirical analysis. In summing up challenges and issues faced by women entrepreneurs,
authors have indicated that women choices of business are restricted to those that do not require a large capital
investment and require less personal involvement. Major business related tribulations are related to competition,
inadequate publicity, lack of marketing talent and main social problems are linked to long working hours, lack
of self-competence, absence of family support, and lack of economic freedom. In continuation with deliberation
on various issues and aspects of women entrepreneurship in India, the authors have explained that women
entrepreneurs are facing a never ending dilemma. They are expected to fill ‘dual roles’, one is to supplement the
family income in an effort to improve standard of living and other is to manage the family. Interestingly, prime
compelling reason for starting own venture is not to earn bread and necessities but to raise the standard of living
or to gain a higher status. The study has proved to be an eye opener in bringing out some grounded facts related
to women entrepreneurs operating in urban cities like Delhi.
Very prompt suggestions have been made by authors while concluding the book in chapter seven. The authors
have recommended that it is high time to look for genetic reengineering to seek the appropriate genetic mutation
for competitively facing these entrepreneurial challenges by women entrepreneurs in urban economy. The authors
have further suggested that separate women’s organizations must be formed at district level to help women
entrepreneurs in fulfilling their requirements for financial assistance, marketing and sales promotion, technical
know-how, etc. Counseling in entrepreneurship through women oriented NGOs, cheap micro-financing, and
financial support for new business projects endorsed by established women entrepreneurs can also promote
budding entrepreneurs. Resurrection of entrepreneurship is the call of the time and it can definitely be achieved
through educating the women strata of population, spreading awareness and consciousness amongst women to
outperform in business arena, enabling them to recognize their strengths and important contribution they make
in betterment of society as well as the entire economy. The book finally ends with a rich bibliography of around
200 references.
At the beginning of this book review, I have mentioned that the authors have set themselves the daunting task of
explaining the true picture of women entrepreneurship in Indian context. At this point, it can be said that the
authors have succeeded in depicting a less theoretical more technical approach. As I stated, the book in question
is an outcome of survey based research of a wide range of women entrepreneurs. The amount of research work
carried out for writing this book is praiseworthy. Collecting detailed information on such a large sample is not
a cakewalk and this has made the book really valuable. The meticulous adherence to details from selecting the
sample till analysis of the data clearly makes this book standout among others. It certainly fills the void in
current literature regarding women entrepreneurship in India. Indeed, it is an informational resource for
academicians as well as researchers. The book is a must for professionals and practitioners in professing on
theory and practice of women empowerment in India. Notions presented by authors are highly thought provoking
and will definitely inspire forthcoming researchers to establish the righteous approach to women entrepreneurship
and related variables.
Reviewed by:
Dr. Neha Gahlawat, Assistant Professor, IITM, Janakpuri
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