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EDITORIAL
First of all, l express my heartfelt condolence for the departed souls owing

to CORONA virus and I pray to Lord  Jagannath to give us enough strength to
fight the  COVID-19 menace. COVID-19 pandemic is probably the biggest disaster
of the current and past century. It is not just a health hazard which has affected
the health and medical conditions of the world but it can be termed as a big
devastation which has badly hit the global economy. In my life time I have
never heard of such a global economic crisis which has affected all segments of
citizens starting from the labour class to big industrial tycoon s. the most affected
commercial sectors are the MSMEs and Start-ups. Probably, the economy, more
particularly the Indian economy is pushed ten years back. The GDP is at a very
miserably stage. At the juncture I can recall the high vision and slightness of
the great leader Mahatma Gandhi who always emphasised on the development
of cottage industries for a stronger and sustainable Indian economy. I strongly
admire the steps taken by our beloved Prime Minister Mr. Narendra bhai Modi
who has on his nation wide address emphasised on two iconic ideas of “Make
in India project” and “Atma Nirver Bharat Yojana”.

The financial minister Mrs Nirmala Sitaraman has also declared certain
packages and relaxations which gives some ease meat in the citizens in several.
Still then, it needs a conceptualised focused policy to revive the economy of
our country. However I can foresight that there is a great opportunity in spite
of  the adversity for India. The attract  a  good number MNCs and FDI in to
invest in our country as some global market leaders in the fields of tele
communications, pharmaceutical industries are no more interested to invest in
China and inform of business opportunity, Human Resources, political stability
of course, India comes next as an alternate destination for the MNCs and FDI.

Now coming to the education and educational institutions, the lockdown
and shutdown due to COVID-19 pandemic situation has directly affected the
education and the academic scenario of the entire country. The COVIS-19 situation
has disrupted the examination which if halfway, consequently the admission
to the next session and the duration and quantum of course curriculum to be
covered in future. If the situation prevails for the entire calendar year, many
unseen problems may arises in quality, quantity and productivity.

Prof. Malay Kumar Mohanty
(Managing Editor)
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Predictors of Success for a Small Family
based Real Estate Developer: An

Investigation in India

Dr. Harish Kumar Singla1 & Dr. Pradeepta Kumar Samanta2

ABSTRACT
The current study is an attempt to understand the predictors of success for small family based real

estate developer in India. A total of 32 critical factors, based on the literature review and expert view
were identified. A comprehensive questionnaire was developed and was circulated among small family
based real estate developers across the nation. Snowball sampling technique was used for data collection
and a total of 165 developers responded to the survey. The data was analyzed using the relative
importance index, and ordered logistic and ordered Probit regression.

The relative importance index (RII) reveal that leadership quality of owner, creative thinking, ability
to take risk, experience of the owner, effective communication skill, training of younger generation and
family commitment to work are some of the most critical predictors of success of real estate developer.
The results of ordered Logistic and ordered Probit regression model suggest that linkages with political
parties, linkages with approving authorities, relationship with bankers, relationship with subcontractors,
relationship with suppliers, relationship with employees, relationship with labor unions, years of
experience of owner, educational qualification of owner, knowledge of contracts, leadership quality,
ability to resolve disputes, ability to take risk, creative thinking, effective communication skill of owner,
employee loyalty, qualification of employees, employee honesty, training of younger generation, open
communication among family members and family commitment to work and government policy has
positive influence on success of small family based real estate developer while changing market
conditions and corruption has negative influence on their success.

Keywords: Family; Real Estate Developer; Success; Construction; Regression.
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Introduction
The role of real estate and construction industry in the economic development is immense throughout

the world. The real estate sector is critical for a developing country like India, with massive need for
infrastructure development and housing. “Housing for all by 2022’ is a major initiative by Government
of India (GOI) under which a total of 50 million houses are targeted to be built by financial year 2022.
As reported by Economic Times (2017, December), the government’s budgetary support for these
schemes has risen from INR 1,16000 Million in FY16 to INR 2,90430 Million in FY18. In India, there
is an estimated shortage of around 40 Million houses (urban and rural). In addition, population growth
of 1.3 per cent per annum, favorable demographics, “nuclearization” and “urbanization” of families,
rising income/aspirations all could lead to another 10 Million per annum demand for houses. This is
massive gap both in terms of the investment requirement and creating the facilities and it cannot be
achieved alone by government. This investment will require foreign direct investment, contribution
from existing public and private limited companies that are doing business in India.

GOI has taken several steps to facilitate both home buyers as well as companies engaged in the real
estate sector by creating national programs like real estate investment trusts, announcement of 100
Smart Cities, the real estate regulation and development act, 2016 and modification to the land acquisition
bill of 2013. Gupta et al. (2017) pointed that these initiatives, along with digitization of land records
contributes to increasing transparency in the Indian real estate sector. Further, the goods and services
tax rates on under construction real estate residential property has been reduced to one percent for
affordable housing to help the home buyers. Authors of the current study believe that the current situation
puts India’s real estate and construction industry in a situation, which will see emergence of many new
entrants in the sector, consolidation of exiting players through mergers and acquisitions.

Importance of Family Firms
Currently, the real estate and construction industry in India is highly fragmented. Though there is

no official database, it is estimated that there are more than 1,30,000 registered construction contractors
in India engaged in various construction activities, apart from more than 400 listed companies. Most of
these companies in India (either small or big in size) have a unique similarity that their ownership is
highly concentrated. Bang et al. (2017) in a study in India identified that a total of 4,367 listed firms in
India are family owned companies, if we follow the criteria of 20% ownership. Several attempts have
been made in the past to understand the performance of such family companies and the factors that
affect their performance. Wagner et al. (2015) in a Meta-analysis found that family based companies
outperform the non-family based companies, and these findings are supported by Anderson and Reeb
(2003), Aguiló and Aguiló (2012), Belenzon et al. (2016), Chu (2011), Daily and Dollinger (1992),
Neubauer and Lank (1998) and Viswanathan (2014). On the contrary, Cucculelli et al. (2014), Schulze
et al. (2003) and Sciascia and Mazzola (2008) found an inferior performance of family-based companies.
Gallucci et al. (2015) and Sciascia et al. (2014) found that the presence of family members in the
management enhances companies’ performance. Overall, the performance of a family-based company
gets affecting primarily by family characteristics such as family management, ownership structure, board
composition, family involvement and control (Dyer, 2006; Habbershon et al. 2003; Villalonga and Amit,
2006). The company specific characteristics such as age, size, leverage, liquidity, taxation, cash flow,
R&D intensity etc. (Kole, 1995; Poza 2007); the industry specific factors such as competition, industry
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attractive (Porter, 1980; 1985) and the economy factors such as growth in gross domestic product and
inflation also affect the performance of family-based companies.

However, most of these studies have been conducted for publicly listed companies, as their data is
easily available. Authors in the present study found that existing literature does not differentiate between
the small and large family-based companies. This is despite that fact that small and unlisted family-
based companies represent approximately 70% of all family-based companies in any country (Astrachan
et al., 2002; Chrisman et al., 2004; Sharma, 2004). The small family companies have been understudied,
with less than 20% of papers in the family business literature dedicated to such companies (e.g., Wagner
et al., 2015). Moreover, even research on small and medium size companies (SMEs) has paid most
attention to larger family SMEs with over 500 employees (De Massis et al., 2012) and very little attention
is being paid to small family companies. This is a huge gap in the existing body of knowledge. Further,
the sector specific studies are almost non-existent such as studies that deal with “small family based
real estate developers”. Hence, knowing the vital role that these small family based real estate developer
can play  in the economic development process in India and how it can help GOI to achieve its policy
targets, the current study is an attempt to explore the predictors that affect the performance of these
companies.

The rest of the study is divided into four sections. The next section is literature review which deals
with defining the small family company and factors contributing to the success of small family company.
The literature review is followed by research methodology, which talks about the method followed in
the study to collect data and analysis techniques used in the study. This is followed next by data analysis,
conclusion of results and discussion about implications of the study on various stakeholders and future
research.
Literature Review

Defining Small Family Company
It is very difficult to define, a “small family company”. In a recent study Ahluwalia et al. (2017)

noted that despite agreement among scholars about the contribution of small family companies in
economic development of nation, a consistent definition of “small family company” is absent across
the world. Mahto et al. (2018) compared the performance of small family companies with small non
family based companies, however, does not define, what a small family-based company is. Batten and
Hettihewa (1999) found that most of the small companies in Srilanka are family based. Shanker and
Astrachan (1996) also pointed towards a significant overlap in small companies and family companies.
Cunningham et al. (2016) Intihar and Pollack (2012), Swoboda and Olejnik (2013) and Garcés-Galdeano
et al. (2017) have examined small family companies, but none of the studies has provided the exact
definition of small family company. In fact, the literature lacks a standard definition for a family company
as noted by Cano-Rubio et al. (2017). They point that the conceptual spectrum used by researchers is
very broad to define family company, which is ranging from the simplest definition i.e. a company is
classified as a family business on the basis of the perception of its owners and/or managers, to the
complex once where researchers consider variables such as ownership, management, involvement of
the family in the business, continuity and combinations thereof, however, none of these family companies
definition is universally accepted in the literature. Cano-Rubio et al. (2017) highlights the need for a
standard definition of family-based company so as to enabling researchers to continue advancing in the
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knowledge of this topic and avoid coming to different conclusions merely as a result of having based
research on different definitions. Ramadani and Hoy (2015) reveal that ownership is the most preferred
criteria followed by management, dictatorship, self identification, multiple generations and Intra family
succession intention.

If we break the definition of small family-based company and only look at what a small company
is, several definitions are available. Ahluwalia et al. (2017) notes that in the United States of America, a
small company is defined as a manufacturing entity with fewer than 500 employees or a service company
with annual sales revenue lower than $7.5 million (US Small Business Administration, 2010). These
entities are the dominant form of enterprises in the US economy representing 99.7% of employer
companies and are responsible for generating 64% of private sector jobs. Globally small and medium
enterprises are defined based on the criteria of number of employees, turnover or total assets in India
Ministry of micro, small and medium enterprises (MSME) defines a small firm as “A small enterprise
is an enterprise where the investment in plant and machinery is more than INR 2.5 Million but does not
exceed INR 50 Million”.

Factors Affecting Success of Small Family Based Companies
Sufficient literature is available on factors affecting success of “family-based companies” and success

of “small companies” separately. But, literature on factors affecting success of “small family-based
companies” is limited, still the authors complied few papers in the section to proceed further.

In one of the most important and related study, Mokhber et al. (2017) found that family members
skills play a vital role in terms of the performance of family business in small and medium sized
enterprises. In other study Ghee et al. (2015) found the success of a family owned business is based on
several integrated factors such as founder’s business management skills, including the formation of a
solid foundation for successors, to the successor transition process, however, Ghee et al. (2015) does
not differentiate family firm as small and large. Duchesneau and Gartner (1990) found that entrepreneurial
values, business experience, start-up behavior and business strategy affect the success of small business.
Norfadhilah and Halimah (2010) and Najihah et al. (2014) defined entrepreneurial values as leadership,
active, responsible, self-confident, risk-taking, farsighted, dedicated to work, creative and innovative,
appreciating and grabbing opportunities continually, and possessing an internal locus of control. Risk-
taking behavior, innovation and training also have a positive impact on performance of a small company
(Bird’s, 1989).

Bakar et al. (2012) in their study found that human factor, management factor, product quality
factor, customer orientation and environmental factor have a significant positive influence on performance
of construction companies in Malaysia. Experience of owner in small business also plays a vital role in
the success of business (Miskin and Rose, 2015) and this experience may be acquired through family
members, relatives and friends (Davidson and Honig, 2003; Baughn et al., 2006).

Mahmood et al. (2017) studied the performance of small Malaysian housing construction companies
and found that good management skills, leadership style and efficient organization structure in small
construction companies is must have strong links. Besides, the housing construction companies need to
develop beyond their management and technical skills. Mahmood et al. (2017) also found that business
experience of owner also a significant positive effect on success.



5Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

There has been a dramatic increase in the number of studies focusing on networks of individuals,
their relationships, and their effects on groups and organizations (Hoang and Antoncic, 2003; Parkhe et
al., 2006) as relations management not only influence individuals but also significantly affect the ways
that organizations are managed, developed, maintained, and sustained (Jack, 2010; Omri and Frikha,
2012; Omri and Ayadi-Frikha, 2014). Omri et al. (2015) found that human and social capital are major
influence on the success of small companies, where human capital is measured in terms of all cognitive
abilities, knowledge acquired through formal education, and skills and competencies acquired informally
in the workplace. The social capital is measured through relationship with bankers, suppliers, customers,
or other relevant individuals.

A brief summary of the factors that affect the success of small companies/family companies is
presented in Table I.

Table I: Literature review

Category Used in the paper Alternative Names in 
Literature 

Authors 

F-1 Relationship Management Social Capital Omri et al. (2015), Hoang and Antoncic (2003), 
Parkhe et al. (2006), Jack (2010), Omri and 
Frikha (2012), Omri and Ayadi-Frikha (2014), 
Bakar et al. (2012). 

F2-Owner Knowledge and 
Experience 

Entrepreneurial 
Values/Human Capital 

Duchesneau and Gartner (1990), Gherhes et al. 
(2016), Ghee et al. (2015), Omri et al. (2015), 
Mahmood et al. (2017), Walker and Brown 
(2004). 

F3- Owner Skills and Attitude 

F4-Employee Related  Bakar (1993), Bakar et al. (2012), Ofori and 
Chan (2000), Walker and Brown (2004). 

F5-Family Related  Ghee et al. (2015), Mokhber et al. (2017), 
Vozikis et al. (2013) 

F6-Others (Government Policy, 
Changing Market Conditions and 
Corruption) 

 Davidsson et al. (2007), Ofori and Chan (2000) 

Source: Authors Compilation

Research Methodology
As discussed in the literature review, there is no standard definition of small family-based company;

authors used a step wise step process to have a working definition of “Small Family Company”. At
first, the definition of small company given by MSME was taken as a base. Further, two important
criteria were used to find family companies among these small companies. First criteria were the
ownership. All those companies, where ownership of more than 50% was within a family were considered
as family companies. Secondly, if the important decision-making position was occupied by the family
members. Therefore, the criteria of ownership and management were considered for defining family
company. Hence, authors in the present study arrived at a working definition of a “small family based
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real estate developer in India”. According to this, “any real estate developer, where the investment in
plant and machinery is more than INR 2.5 Million but does not exceed INR 50 Million; the ownership
of more than 50% is with a family and the important decision-making position was occupied by the
family members” is a small family based real estate developer.

After arriving at the definition, authors, based on the extensive literature review and opinion sought
from experts within the real estate sector, developed a comprehensive questionnaire. The questionnaire
sought details of the family business like average annual turnover in past three years and the form of
business. The data owner’s education qualification, age and experience were also collected. Initially 38
predictors of success were identified to be included in the survey that were felt useful by the authors,
however, after preliminary survey and further inputs from the experts, six of them were dropped and
the final questionnaire contained 32 predictors of success. These 32 predictors of success were divided
into six categories namely relationship management, owner knowledge and experience, owner skills
and attitude, employee related, family related and others factors. The questionnaire was developed on a
five-point scale, where the respondents were asked to rate the predictors of success based on its criticality
for success of their business. If the factor is not critical at all, the rating is one and if the factor is very
critical, the rating is five.

There are several ways to measure the success of a company and these measures are both quantitative
as well as qualitative. Direct quantitative variables are growth in revenue and profits, whereas the indirect
qualitative variables are owner’s perception about profitability, growth of business etc. Simpson et al.
(2004) points that success is a subjective term and each company may look at success in different way.
Similarly, Walker and Brown (2004) noted that the characteristics of the businesses and owners may
influence their perceptions of their success and its relative importance. Therefore, in the current study
the dependent variables i.e. success is measured in terms of the perception of owner through a question
about “how successful their business is based on the profitability in past three to five years” on a scale
of five, where highly successful mean five and not successful at all mean one. The approach is similar
to the one followed by Kotey and Meredith (1997), Gadenne (1998), Swinney et al. (2006), Rhodes
and Butler (2004) and Mahmood et al. (2017).

A total of 187 owners of small family based real estate developer responded to the survey. During
the data analysis, 22 questionnaires were found to be incomplete in some aspect or the other, hence
dropped and 165 complete responses were analyzed. The data analysis was done in two stages, the first
part of the data analysis was relative importance index (RII) and the second part was ordered logistic
and ordered probit regression model.
Data Analysis

The profile of the respondents is given in Table II. Authors find that most of the small family based
real estate developers are run by people below 45 age (70%). Fifty percent of the respondents are
graduate, 21% engineers and only 13% are post graduate. 15% respondents have formal education only
up-to 12th class. Fourth three percent companies are registered as private limited companies, and that
is a big number, considering, they are operating at very small level. Eighty percent companies have
average annual turnover above 50 Million INR.
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Table II: Respondent and Firm Profile

Age Numbers Percentage 
21-35 Year 48 29.09% 

36-45 Years 65 39.39% 
46-60 Years 36 21.81% 

61 and Above 16 09.69% 
Education   

Up to 12th Class 25 15.15% 
Under Graduate (B.Sc., B.Com., BA etc.) 82 49.69% 

Under Graduate (Engineer) 36 21.81% 
Post Graduate (Any-MTech. MBA,M.Com., M.Sc etc.)  22 13.33% 

Form of Business   
Individual (Including Hindu undivided family) 71 43.03% 

Partnership 23 13.93% 
Private Limited Company 71 43.03% 

Other 00 00 
Years Since in the Business   

Less Than 5 Years 29 17.57% 
6 to 10 Years 41 24.84% 

11 to 20 Years 56 33.93% 
More Than 20 years 39 23.63% 

Average Annual Turnover in Last 3 Years (Indian Rupees-
INR) 

  

Less Than 50 Million 23 13.93% 
50 to 200 Million 67 40.60% 

Above 200 Million 75 45.45% 
 

Source: Authors Compilation

Many researchers (Assaf et al., 1995; Faridi and El-Sayegh, 2006; Iyer and Jha, 2005; Kumaraswamy
and Chan, 1998) are of the opinion that mean and standard deviation of each individual attribute is not
a suitable measure to assess overall rankings as they do not reflect any relationship between them and
hence recommends the use of relative importance Index (RII) which can be calculated using the RII
function. Therefore, authors in the present study, choose to avoid the mean and standard deviation and
the data collected through survey is analyzed using RII.

RII=Relative Importance Index= ÓW/A x N
Where W Weight given to each attribute by respondent
A Highest weight
N Total number of respondents
The values so obtained range between zero and one. These values are arranged in an order from

highest to lowest, where higher RII indicate higher rank and vice versa. Table III provides the RII and
the ranking of each factor. The rankings indicate that top three variables relate to owner’s skill and
attitude namely leadership quality, ability to take risk and creative thinking. Hence the respondents are
of the view that owner’s skill and attitude play a vital role in the success of a small family based real
estate developer. Owner’s technical knowledge and experience also ranks very high. The family influence
on the success is evident from the fact that training of younger generation and family commitment to
work ranks among the top ten factors.
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Table III. Relative Importance Index

S.No. Attribute RII Rank 
F-1 Relationship Management 

1 Relationship with Political Parties 0.6727 16 
2 Relationship with Government Officials 0.7964 12 
3 Relationship with Approving Authorities 0.3964 21 
4 Relationship with Bankers 0.7927 13 
5 Relationship with Subcontractors 0.4145 20 
6 Relationship with Suppliers 0.8327 8 
7 Relationship with Employees 0.8182 10 
8 Relationship with Labor Unions 0.7091 14 

F2-Owner Knowledge and Experience in Business 
9 Experience of Owner 0.8509 4 

10 Educational Qualification of Owner 0.7018 15 
11 Technical Knowledge of Construction 0.8400 7 
12 Knowledge about Financial Management 0.3600 25 
13 Knowledge about Project Management 0.3891 22 
14 Knowledge of Contracts 0.3818 23 

F3- Owner Skills and Attitude 
15 Man-Management Skill 0.3164 30 
16 Leadership Quality 0.8945 1 
17 Ability to Resolve Disputes 0.3636 24 
18 Willingness to Accept New Ideas 0.3127 31 
19 Ability to Take Risk 0.8582 2 
20 Creative Thinking 0.8582 2 
21 Effective Communication Skill of Owner 0.4291 19 

F4-Employee Related 
22 Employee Loyalty 0.3455 26 
23 Qualification of Employees 0.4582 18 
24 Employee Honesty 0.3127 31 
25 Employee Commitment 0.3345 26 

F5-Family Related 

26 Succession Planning 0.3345 29 
27 Training of Younger Generation 0.8473 5 
28 Open Communication among Family Members 0.3455 26 
29 Family Commitment to Work 0.8436 6 

F6-Others 
30 Changing Market Conditions 0.8073 11 
31 Corruption 0.6691 17 
32 Government Policy 0.8218 9 

Source: Authors Compilation
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In order to find, the factors that affect the success of small family based real estate developer,
authors developed a regression model.

Y=á+âX+å (1)
where Y is the perception of the developer about success of their business measured on five-point

scale, X’s are the 32 explanatory variables and á, â and å are intercept, beta coefficient and error
respectively. All the explanatory variables are also measured on a five point scale. Since, there are 32
explanatory variables and the data collected is cross sectional, the model may suffer from the problem
of multicollinearity and heteroscedasticity. Therefore, before going for the regression analysis, these
two issues are addressed.

Multicollineraity is a situation, when explanatory variables are significantly correlated to each other.
The multicollinearity is tested using variance inflation factor (VIF). A high value of VIF indicates the
presence of multicollinearity, which may result in overestimation of R-square value. Belsley (1991)
and Hair et al. (2010) recommend elimination of any variable that has VIF value above 10. The results
of the VIF values are reported in Table IV. The results indicate the only one variable i.e. knowledge
about project management exhibit high multicollinearity, hence dropped for the further analysis.
Considering that the VIF values are all well within acceptable range, authors decided to proceed with
regression using with 31 explanatory variables.
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Table IV: VIF Values

Variable VIF 
Linkages with Political Parties 3.7 
Linkages with Government Officials 4.8 
Linkages with Approving Authorities 3.9 
Relationship with Bankers 3.5 
Relationship with Subcontractors 5.1 
Relationship with Suppliers 4.7 
Relationship with Employees 3.1 
Relationship with Labor Unions 3.3 
Years of Experience of Owner 3.4 
Educational Qualification of Owner 6.4 
Technical Knowledge of Construction 5.3 
Knowledge about Financial Management 6.2 
Knowledge about Project Management* 12.2 
Knowledge of Contracts 7.0 
Man-Management Skill 4.8 
Leadership Quality 6.1 
Ability to Resolve Disputes 2.8 
Willingness to Accept New Ideas 5.1 
Ability to Take Risk 3.2 
Creative Thinking 2.7 
Effective Communication Skill of Owner 6.3 
Employee Loyalty 3.7 
Qualification of Employees 4.4 
Employee Honesty 3.4 
Employee Commitment 5.8 
Succession Planning  2.9 
Training of Younger Generation 4.6 
Open Communication among Family Members 3.5 
Family Commitment to Work 4.4 
Changing Market Conditions 3.0 
Corruption 5.4 
Government Policy 4.5 

 
Source: Authors Compilation *Dropped for further Analysis
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Since, the data is cross sectional in nature, the regression model may suffer from the problem of
heteroscedasticity. Heteroscedasticity is a problem when the residuals of the regression are not normally
distributed i.e. have a non constant variance (Wang and Akabay, 1994). Heteroscedasticity is a major
problem as it may lead to forecasting error. The standard errors computed in such cases for the least
squares estimators are incorrect. Therefore, authors test the regression model for heteroscedasticity
using the Breusch Pagan / Cook Weisberg test before going ahead. The results indicate that the chi
square value is 0.00 with p value, 0.9, hence the null hypothesis of constant variance is accepted and
the data is free from heteroscedasticity.

Peel et al. (1998) points that when the dependent variable is categorical and also ordinal in nature
(for example likert scale), then ordered logistic or probit regression must be used (Greene, 1990). Chatla
and Shmueli (2017) identify four major problems with the use of ordinary least square (OLS) regression
in cases, where the data is not continuous. These problems are non normal error term, non constant
error variance, constraints on the response function and the forth one is that since the OLS model is
linear, a unit increase in one of the covariates of 5ØKÜ is interpreted as a constant change of 5ØýÞ in
the probability of an event while holding the remaining covariates constant. In many applications, this
is unrealistic. Long and Freese (2006) states this as a major problem. Gordon et al. (1994) suggests
using generalized linear models (GLMs) with logistic or probit link functions to overcome all four
issues. The logistic or probit links are symmetric and can produce diminishing effects as the probability
approaches 0 or 1, and they mostly differ from each other at the tails. For small samples, both techniques
produce similar results, but, as the sample size increases, the differences are more evident (Gordon et
al., 1994). Despite this most of the studies continue to use OLS regression, which is fundamentally not
appropriate.

Taking a note of it, authors use both ordered logistic and ordered probit regression and the best fit
is identified the Akaike information criterion (AIC) (Akaike, 1974) and Bayesian information criterion
(BIC) (Stone, 1979) criterion. AIC and BIC are “in-sample” fit techniques to estimate the likelihood of
a model to predict/estimate the future values. A good model is the one that has minimum AIC and BIC
among all the models. The results of both the models are presented in Table V.

The results produced by both the models are similar; however, the ordered logistic regression model
is marginally better compared to ordered probit model using AIC and BIC criteria. The R-square of the
logistic model is 63.41% and both the model is found to be fit as p=0.000 with Chi-square=265.060
and 264.940 respectively for logistic and probit model. Most of the factors significantly contribute
towards the success of small family based real estate developers. It is to be noted that corruption and
changing market condition have a negative influence on the performance. The factors that are not
significant are linkages with government officials, technical knowledge of construction, knowledge
about financial management, man management skill, willingness to accept new ideas and succession
planning.
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Table V: Ordered Logistic Regression and Ordered Probit Regression Results

Dependent Variable-Perception About Success 

Ordered Logistic Regression  Ordered Probit Regression  

Coef. 
Std. 
Err. P>z Coef. 

Std. 
Err. P>z 

Linkages with Political Parties 3.139 0.714 0.000** 1.788 0.405 0.000** 
Linkages with Government Officials 1.048 0.695 0.132 0.561 0.397 0.157 

Linkages with Approving Authorities 8.971 1.722 0.000** 4.853 0.911 0.000** 
Relationship with Bankers 4.186 0.881 0.000** 2.258 0.464 0.000** 
Relationship with Subcontractors 10.170 1.871 0.000** 5.557 0.994 0.000** 
Relationship with Suppliers 1.990 0.678 0.003** 1.016 0.363 0.005** 
Relationship with Employees 4.304 1.026 0.000** 2.314 0.559 0.000** 

Relationship with Labor Unions 2.600 0.600 0.000** 1.420 0.325 0.000** 
Years of Experience of Owner 4.433 0.903 0.000** 2.413 0.464 0.000** 

Educational Qualification of Owner 3.143 0.748 0.000** 1.641 0.381 0.000** 
Technical Knowledge of Construction 1.229 0.733 0.094 0.715 0.418 0.087 
Knowledge about Financial Management 0.331 0.500 0.509 0.145 0.296 0.624 

Knowledge of Contracts 4.660 0.888 0.000** 2.616 0.475 0.000** 
Man-Management Skill 0.500 0.933 0.592 0.283 0.501 0.572 
Leadership Quality 9.014 1.611 0.000** 4.869 0.834 0.000** 
Ability to Resolve Disputes 11.594 2.290 0.000** 6.218 1.212 0.000** 
Willingness to Accept New Ideas 1.288 0.878 0.142 0.587 0.472 0.214 

Ability to Take Risk 3.225 0.970 0.001** 1.829 0.551 0.001** 
Creative Thinking 3.193 0.754 0.000** 1.768 0.412 0.000** 

Effective Communication Skill of Owner 1.142 0.476 0.017* 0.576 0.263 0.029* 
Employee Loyalty 3.573 0.866 0.000** 2.043 0.489 0.000** 

Qualification of Employees 8.402 1.617 0.000** 4.537 0.850 0.000** 
Employee Honesty 2.391 0.898 0.008** 1.288 0.492 0.009** 
Employee Commitment 0.888 0.840 0.291 0.495 0.454 0.276 

Succession Planning  0.140 0.651 0.830 0.149 0.361 0.681 
Training of Younger Generation 6.583 1.244 0.000** 3.652 0.678 0.000** 

 

Source: Authors Compilation**Significant at 1%*Significant at 5%
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Discussion of Results
The current study investigates the factors that affect the success of a small family based real estate

developers in India. The study finds a ranking of all 32 explanatory variables using RII technique. All
32 variables are grouped into six broad categories namely, relationship management, owner’s knowledge
and experience about business, owner’s skills and attitude, employee related factors, family related
factors and others. This classification is based on the past studies. At an individual level, the study
finds that leadership quality, ability to take risk; creative thinking, experience of owner and training of
younger generation are the top five factors for the success of real estate developer. These factors relate
to owners skill and attitude, his knowledge and experience and the family factors.

In stage two of the analysis, ordered logistic regression and ordered probit regression analysis is
performed on 31 variables. The results of the regression analysis reveal that 23 out of 31 factors i.e.
linkages with political parties, linkages with approving authorities, relationship with bankers, relationship
with subcontractors, relationship with suppliers, relationship with employees, relationship with labor unions,
years of experience of owner, educational qualification of owner, knowledge of contracts, leadership quality,
ability to resolve disputes, ability to take risk, creative thinking, effective communication skill of owner,
employee loyalty, qualification of employees, employee honesty, training of younger generation, open
communication among family members, family commitment to work, changing market conditions,
corruption and government policy have a significant influence on the success of small family based real
estate developers in India. Among these 23, two factors i.e. changing market conditions and corruption
become more critical as they have a negative influence on the success. These results are similar to the
studies of Bakar et al. (2012), Miskin and Rose (2015), Mahmood et al. (2017) and Omri et al. (2015).
Conclusion, Implications, Limitations and Future Scope

The current study is undertaken with a perspective to understand the predictors of success of a
small family based real estate developer in India. Overcoming the practical difficulties in defining a
“Small Family Company” which is still a challenge, authors choose a working definition for this purpose.
The data is analyzed using RII and ordered logistic and probit models. The findings indicate the
relationship management, knowledge-skill and aptitude (KSA) of owner; employee related issues and
family involvement all play a vital role in the success of a small family company engaged in real estate
development activity. The study highlights the importance of social capital and human capital for the
success of small family company. The social capital in current study is defined as relationship
management and human capital is defined as owner’s knowledge, experience, skill and aptitude.

The current study addresses a very important area i.e. the factors affecting success of small family
based real estate developers and the findings are vital for these developers. As the need for housing is
growing because of “nuclearization” and “urbanization” and a push by GOI to have “Housing for all by
2022”, the small family based real estate developers are growing at a rapid pace. The findings clearly
indicate that relationship management, owner’s knowledge, skill and aptitude and the family influence
on business plays a vital role in the success of small family based real estate developer; therefore, these
companies need to maintain a cordial relationship with all stakeholders. The developers should give
due importance to soft and intrapersonal skills like dispute handling and leadership.  The developers
need to think creatively and train the younger generation and pass on their experience, so that young
generation comes forward, take challenges and face the market.



14 Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

The government as a stakeholder also needs to look at these findings and take a note that corruption
and changing market conditions affects the success of a small family company. There is nothing
governments and stakeholders can do about changing market conditions except for to forecast the
upcoming changes in advance and adapt, but a lot come be done to eradicate the menace of corruption
and the government need to take right steps in this direction.

Despite best efforts, the study is not without limitations. The limited sample size is a concern as it
was very difficult to identify the real target respondent. The other aspect is that since the data is collected
through primary investigation on five point scale, the data may suffer from the respondent and the
surveyor bias.

Notwithstanding the limitations, the present study is an important one and contributes significantly
to the body of knowledge. It is one of the first study that looks at the predictors of success for small
family based real estate developers in India.
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Performance of the Indian Tourism and Hospitality
Stocks during the 2019-nCoV Outbreak - An Event

Study using Stocks Listed on the NSE
Dr. Dharen Kumar Pandey1 & Smt. Vineeta Kumari2

ABSTRACT
With a sample of 25 NSE listed stocks of the Indian tourism and hospitality industry using the

event study methodology the hypothesis that “the 2019-nCoV outbreak had no impact on the stock
prices of the tourism and hospitality industry” has been tested. The study evidence that the average
abnormal returns (AARs), cumulative average abnormal returns (CAARs) and cumulative abnormal
returns (CARs) are negative and significant for the long and the shorter event windows inferring that
the global pandemic has significantly impacted the performance of the stocks of the Indian tourism and
hospitality industry.

Keywords: Event study, abnormal returns, market model, global pandemic.

Introduction
The 2019-nCoV outbreak was not an anticipated one. Had it been so, it could not have done much

harm to the society and the economy. Great economies failed to sustain its ill effects. Being a disease of
easy human transmission, it taught the world the lessons of good hygiene and social distancing. People
were forced to remain in their houses. A long holiday, indeed but no tour plan. The anticipated incomes
of the tourism and hospitality industry went in vain. Almost all the industries have been worst hit but
this industry will remain affected for time till the outbreak is permanently contained. Not only domestic
but also international tourism has been hit hard. Be it a pilgrim or season’s celebration, a birthday, or an
anniversary, the people were forced to celebrate it at home. Previous outbreaks including the SARS
have affected a certain portion of the world but the 2019-nCoV outbreak has affected the whole world.
The impact on a certain industry could be assessed by the performance of the stocks of that particular
industry. The value of the stocks expressed in terms of the returns provides a basis for the interpretation
of the degree of impact on that industry. We move forward to record the evidence of the outbreak
affecting the returns of the tourism and hospitality industry using the event study methodology.
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Pandey & Kumari (2020) discussed some literature relevant to event study methodologies in their
unpublished paper wherein they studied the impact of the 2019-nCoV outbreak on the stock markets in
the developed and emerging nations. They found that the studies conducted by Dimson (1979), Brown
& Warner (1980 & 1985), Dyckman, et. al. (1984), Corrado (1989), Boehmer, et. al. (1991), Cowan
(1992), Corrado&Zivney (1992), Campbell &Wasley (1993), Park (2004), Kolari &Pynnonen (2010 &
2011), Luoma&Pynonnen (2010), Ataullah, Song &Tippett (2011), Luoma (2011) and Dutta (2014)
deals with the event study methodologies while providing evidence of best parametric and non-parametric
test statistics. The review of the above literature provides the basis for conducting this event study. We
review only the literature relevant to this study. A few numbers of researches have been conducted to
study how such outbreaks affect the tourism and hospitality industry. Henderson & Ng (2004) conducted
a study on the impacts of SARS on the hotel industry in Singapore and how managements react to it.
They conclude that disasters are inevitable and will continue to occur but the world needs to be prepared.
Pine & McKercher (2004) studied the impact of SARS on the tourism industry in Hong Kong and
concluded that the tourism industry around the world has been badly hit by way of a decrease in personal
and business travels as well as a reduction in capital investments. Chen, Jang & Kim (2007) used the
event study method to study the impacts of SARS on the performance of the Taiwanese hotel stocks
and found significant negative cumulative abnormal returns on and around the SARS outbreak.  Chen,
et. al. (2009) studied the impacts of SARS on the Taiwanese industries using the event study method
with the GARCH process and concluded that the outbreak had negatively impacted the tourism, retail
and wholesale industry. Min, Lim & Kung (2010) analyzed the impacts of SARS on Japanese inbound
tourism using an intervention model with SARIMA to conclude that Japanese inbound tourism has
been worst hit by the SARS outbreak during the first 5 months.Donadelli, Kizys& Riedel (2017) collected
the data of 102 NYSE  listed pharmaceutical companies during dangerous disease outbreaks and studied
the impact on investor’s behaviorto conclude that “although the disease spread is bad news for the
mainstream, some of the market traders make it a good news using profitable trading strategies to get
significant positive returns”. Kim et. al. (2020) examined how the food-related epidemics impacted the
financial performance of restaurants using the event study method to conclude that the epidemics have
a negative impact on the restaurant industry.

Although a few studies are available in respect of impacts of disease outbreaks on the tourism and
hospitality industry, they claim that such outbreaks negatively impact this industry. The studies are
focused on the impacts of the SARS on the Asian tourism industry because only a few nations were
affected by the outbreak. However, unexpectedly the 2019-nCoV outbreak has spread all over the world
forcing the workforce and development mechanisms to pause. Not only tourism and hospitality but
almost every industry has been hit by the outbreak. A series of lockdowns and travel restrictions have
impacted the tourism and hospitality industry but to trace the abnormality of such impacts, statistical
inferences are necessary. A timely study on the impacts of 2019-nCoV outbreak will not only provide
the actual impact on the stocks of this industry but also help management to plan for future unexpected
outbreaks. An event study is anticipated to add to the literature of tourism as well as finance.

Objectivesand Research Methodology
Objectives of the study: The study aims to examine the impacts of the 2019-nCoV outbreak on

the performance of the stocks of the tourism and hospitality industry in India. The null hypothesis that
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“the 2019-nCoV outbreak had no impact on the stock prices of the tourism and hospitality industry”
will be tested to conclude whether or not the outbreak has impacted the performance of theIndian tourism
and hospitality industry stocks.

Sample construction: The initial sample for the study consisted of 29 stocks from the tourism,
hospitality, and tourism finance. Out of these, two companies were not listed on the NSE and sufficient
data was not available for two other companies which were listed just a few months before the event.
The final sample consisted of 25 stocks from the tourism and hospitality industry. The list of sample
stocks is provided in table 1.

Table: List of Sample Stocks

Table: List of Sample Stocks 
Sl. No. Name NSE Code 
1 India Tourism Development Corporation Ltd ITDC 
2 Tourism Finance Corporation India Ltd TFCILTD 
3 Cox & Kings Ltd COX&KINGS 
4 Thomas Cook (India)Ltd THOMASCOOK 
5 BLS International Services Ltd BLS 
6 Wonderla Holidays Ltd WONDERLA 
7 Country Club Hospitality & Holidays Ltd CCHHL 
8 Mahindra Holidays & Resorts India Ltd MHRIL 
9 The Byke Hospitality Ltd BYKE 
10 Taj GVK Hotels & Resorts Ltd TAJGVK 
11 EIH Associated Hotels Limited EIHAHOTELS 
12 Lemon Tree Hotels Ltd LEMONTREE 
13 Asian Hotels (EAST) Ltd AHLEAST 
14 Asian Hotels (WEST) Ltd AHLWEST 
15 TGB Banquets & Hotels Ltd TGBHOTELS 
16 EIH Ltd EIHOTEL 
17 Kamat Hotels (I) Ltd KAMATHOTEL 
18 Chalet Hotels Ltd CHALET 
19 Apollo Sindoori Hotels Ltd APOLSINHOT 
20 Viceroy Hotels Ltd VICEROY 
21 Asian Hotels (NORTH) Ltd ASIANHOTNR 
22 Royal Orchid Hotels Ltd ROHLTD 
23 The India Hotels Company Ltd INDHOTEL 
24 Advani Hotels & Resorts (India) Ltd ADVANIHOTR 
25 Oriental Hotels Ltd ORIENTHOT 
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Event Date and Estimation Period: The event for this study is the declaration made by the WHO
on 11th March, 2020. The WHO declared the 2019-nCoV outbreak as a global pandemic on this date.
Hence, this is the event for our study. The effective date of the announcement has been adjusted to 12th

March 2020 because, by the time the declaration was made on 11th March 2020, the Indian stock market
was already closed. So the event date (t) is 12th March, 2020 for our study. The event window begins
from (t-30)th day and ends on (t+30)th day. A 120-days estimation window has been taken for this study.
A pictorial view of the event timeline is provided in figure 1.

Figure 1: Timeline of the event

Estimation of normal returns:The estimation of normal returns is very essential for calculating
abnormal returns. The normal return may be defined as such return which would have been yielded if
the event had not occurred. There are many methods available for the estimation of normal returns.
Dyckman, Philbrick & Stephan (1984) recommend the Ordinary Least Squares market model for better
results. Hence,the normal returns are estimated using the Ordinary Least Squaresmarket model. For the
market return we chose NIFTY. The normal return is estimated with the following equation:

Where,
ERstis the estimated normal return of the stock s on day t.
á&â are intercept and slope coefficients of the OLS model
Rmt is the benchmark return (NIFTY) on day t.
The alpha and beta coefficient are calculated from the regression of the data available for the 120

days from t-150 to t-31.
Daily abnormal returns: The daily abnormal return refers to the abnormal behavior of the stock

returns as compared to the market reaction. It is assumed that the stocks should behave similar to the
market based on its previous beta values. Any abnormal fluctuations mean the presence of abnormality.
The daily returns are required to be calculated first. We use the log returns for this purpose. The daily
log returns are calculated with the help of MS-excel. The daily abnormal return is calculated as below:
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Where,
ARstis the abnormal return on stock s on day t;
ERstis the normal return as per eq. (i) above, and,
Rstis the actual return (log returns) on stock s on day t.
Average and cumulative average abnormal returns:We aggregate the abnormal returns of each

sample stocks on each of the days in the event window to arrive at the total abnormal return for each
day. The same is then divided by the sample size (N) to get the average abnormal return. The following
equation is used for calculating the average abnormal return:

Where,
AARtdenotes the average abnormal return on day t, and,
N is the number of stocks.
These AARs becomes the basis for calculating the cumulative AARs for the event window.
Test for significance: The calculated AARs and the CAARs need to be tested for their significance

to accept or reject the null hypothesis.We use the test-statistics used by Brown & Warner (1980 &
1985). For this purpose, the standard deviation of the AARs for the estimation window of each of the
stocks is calculated and the same is aggregated for the entire sample. The aggregated estimation window
standard deviation is arrived as follows:

Where, σs,e is the estimation window standard deviation for stock s.

Once the aggregate estimation window standard deviation is calculated, the t-statistics are calculated
as below:

Similarly, the t-statistics for CAARs is calculated as:
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Where,
tAARtandtCAARtare the test statistics for AARs and CAARs on day t
Nt+1denotes the absolute value (ignores the -ve sign) of event day t plus 1
Further, we use the Corradorank test statistic, a non-parametric test, developed by Corrado (1989)

as modified by Ataullah, Song & Tippet (2011). The simplified equation is as below:

 ........................eq.(vii)

Where,
N is the sample size

T is the total number of ARs for the stock(in our case, it is 181)
K(ARst) is the rank of the AR of the stock s in the 181 days
We also use the Ataullah, Song & Tippet (2011) modified Corrado equation for measuring the

t-statistics for the CARs of shorter event windows as below:

 ................ eq.(viii)

Where,
K(CARstM) is the sum of the K(ARst) for the period M
M is the no of days in the Event Window

Interpreting the empirical results:We use the calculated test statistics for interpreting the significant
impact on the stock performance. The significance is tested at 1% and 5%. If the critical value of the
test statistics is higher than the calculated value (absolute value), the abnormal returns are not significant.
The critical values for a degree of freedom of 24 for the sample size 25 are 2.797 and 2.063 at 1% and
5% level respectively. Further, if the abnormal returns are negative and the respective test statistics are
significant, it may indicate that the performance of the stocks is negatively and significantly impacted
by the event.

Quantitative Analysis
This section covers the analysis of the sample data obtained from the NSE website for the study

period. A total of 4525 observations of daily returns across 25 stocks are available for analysis. Dyckman,
Philbrick & Stephan (1984) compared various event study methodologies and concluded that abnormal
data do not have any effect on the conclusions made on the basis of the t-test. Their results are
congruentwith Brown & Warner (1984). So we do not test the normality of the data and proceed towards
data analysis. The data has been processed in the MS-excel for calculating the AARs, CAARs, and the
test statistics.

The AARs and CAARs for the entire event window of 61 days are presented in table 2. It can be
seen that a total of 24 negative AARs are present in the pre-event day window while only 14 negative
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AARs are present in the post-event day window. The AAR on the event day is also negative. The AARs
are negative throughout the period t-11 to t+1. Negative CAARs are noticed on all the days during the
event window except on t-21. The presence of negative AARs and CAARs indicate some abnormality
in the daily returns of the stocks in the Indian tourism and hospitality industry.

Table 2: AARs and CAARs during the event window

Days AARs CAARs Days AARs CAARs 
t-30 -0.005 -0.005 t -0.032 -0.185 
t-29 -0.005 -0.010 t+1 -0.041 -0.226 
t-28 -0.001 -0.011 t+2 0.007 -0.219 
t-27 -0.007 -0.019 t+3 -0.016 -0.235 
t-26 -0.014 -0.033 t+4 -0.014 -0.249 
t-25 -0.002 -0.035 t+5 -0.035 -0.284 
t-24 0.001 -0.034 t+6 -0.003 -0.287 
t-23 0.006 -0.027 t+7 0.002 -0.286 
t-22 0.009 -0.018 t+8 -0.020 -0.305 
t-21 0.026 0.008 t+9 -0.035 -0.340 
t-20 -0.013 -0.005 t+10 0.009 -0.331 
t-19 -0.021 -0.025 t+11 0.010 -0.321 
t-18 -0.009 -0.035 t+12 0.003 -0.318 
t-17 -0.003 -0.038 t+13 0.003 -0.315 
t-16 -0.003 -0.040 t+14 0.038 -0.277 
t-15 -0.009 -0.049 t+15 0.014 -0.264 
t-14 -0.006 -0.055 t+16 -0.045 -0.308 
t-13 0.018 -0.038 t+17 0.034 -0.275 
t-12 0.008 -0.029 t+18 -0.002 -0.276 
t-11 -0.009 -0.038 t+19 0.018 -0.259 
t-10 -0.009 -0.047 t+20 0.027 -0.232 
t-9 -0.014 -0.061 t+21 0.012 -0.220 
t-8 -0.013 -0.074 t+22 0.005 -0.216 
t-7 -0.011 -0.085 t+23 0.008 -0.208 
t-6 -0.007 -0.092 t+24 0.007 -0.201 
t-5 -0.023 -0.115 t+25 -0.013 -0.213 
t-4 -0.010 -0.125 t+26 0.021 -0.193 
t-3 -0.010 -0.135 t+27 -0.021 -0.214 
t-2 -0.010 -0.145 t+28 -0.022 -0.237 
t-1 -0.007 -0.152 t+29 -0.007 -0.244 
T -0.032 -0.185 t+30 -0.006 -0.250 

Source: Author’s calculation in MS-excel



26 Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

The graphical representation of these AARs and CAARs has been provided in figure2. The trend
of CAARs is seen moving steeply downwards from the (t-12)th day with a recovery on (t+12)th day but
again a sharp downward trend from (t+26)th day. The R2 value of the trend-line is 0.98 which indicates
that it almost accurately predicts the trend of the CAARs. The trend shows negative CAARs for the
entire event window period indicating that the performance of the stocks of the Indian tourism and
hospitality industry has been negatively impacted. However, this negative impact must be tested for
significance.

Figure 2: AARs and CAARs in the event window

Source: Based on the author’s calculation in MS-excel

The analysis of the AARs and CAARs indicated a negative impact but its significance is yet to be
tested. Table 3 presents the test statistics (as in Brown & Warner, 1980 & 1985) and the Corrado test
statistics for all the days through the event window. During the pre-event day period 6 AARs (3 each at
1% and 5% level) and 10 CAARs (2 at 5% level and 8 at 1% level) are found significant. During the
post-event day period 15 AARs (4 at 5% level and 11 at 1% level) are significant while all the CAARs
(3 at 5% level and 27 at 1% level) are significant for this period.The event day AAR and CAAR are
also significant at a 1% level. The table also depicts that 2 pre-event day AARs and 6 post-event day
AARs are positive as well as significant. The Corrado test statistics indicate 5 significant CARs (2 at
5% level and 3 at 1% level) in the pre-event day period and 10 significant CARs (all at 1% level) in the
post-event day period. The Corrado test statistics indicate significant CAR at a 5% level on the event
day also. The negative and significant CAARs through the days t-10 to t+30 indicate that the 2019-
nCoV outbreak being declared as a global pandemic has negatively impact the performance of the
stocks of the Indian tourism and hospitality industry. The results are similar to Chen, Jang & Kim
(2007), and Chen, et. al.(2009).
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Table 3: Test statistics for all the days during the event window period

Days tAAR tCAAR tCorrado Days tAAR tCAAR tCorrado 
t-30 -0.828 -0.149 0.815 t -4.998** -28.582** 2.147* 
t-29 -0.737 -0.286 0.869 t+1 -6.415** -24.746** 2.986** 
t-28 -0.209 -0.330 -0.299 t+2 1.034 -19.608** -0.295 
t-27 -1.092 -0.542 1.179 t+3 -2.423* -18.193** 1.225 
t-26 -2.216* -0.978 2.622* t+4 -2.213* -17.262** 1.053 
t-25 -0.266 -1.049 1.171 t+5 -5.389** -17.958** 4.134** 
t-24 0.145 -1.041 0.191 t+6 -0.479 -16.807** 0.279 
t-23 0.987 -0.861 -1.424 t+7 0.267 -15.627** 0.456 
t-22 1.413 -0.585 -0.662 t+8 -3.025** -15.741** 1.478 
t-21 4.098** 0.276 -1.822 t+9 -5.401** -16.642** 2.729** 
t-20 -2.012 -0.157 1.788 t+10 1.399 -15.446** -0.348 
t-19 -3.206** -0.878 3.292** t+11 1.596 -14.327** -1.424 
t-18 -1.419 -1.226 1.776 t+12 0.442 -13.643** -1.210 
t-17 -0.474 -1.371 0.528 t+13 0.389 -13.043** 0.586 
t-16 -0.446 -1.519 0.777 t+14 5.887** -11.080** -4.195** 
t-15 -1.378 -1.910 1.374 t+15 2.096* -10.205** -1.554 
t-14 -0.907 -2.207 0.011 t+16 -6.896** -11.573** 4.628** 
t-13 2.732* -1.555 -2.140* t+17 5.224** -10.015** -4.272** 
t-12 1.294 -1.254 -0.727 t+18 -0.255 -9.807** 1.060 
t-11 -1.398 -1.709 0.945 t+19 2.717* -8.951** -1.405 
t-10 -1.355 -2.194* 1.221 t+20 4.127** -7.834** -3.074** 
t-9 -2.149* -2.980** 3.016** t+21 1.800 -7.270* -0.643 
t-8 -2.061 -3.829** 1.298 t+22 0.702 -6.964** -1.060 
t-7 -1.659 -4.647** 0.896 t+23 1.204 -6.572** -1.221 
t-6 -1.143 -5.400* 1.382 t+24 1.104 -6.218** -0.272 
t-5 -3.571** -7.291** 3.816** t+25 -1.945 -6.479** 2.033 
t-4 -1.506 -8.660** 1.566 t+26 3.184** -5.745* -2.963** 
t-3 -1.581 -10.473** 1.194 t+27 -3.310** -6.267** 3.437** 
t-2 -1.563 -12.996** 0.574 t+28 -3.475** -6.803** 3.977** 
t-1 -1.074 -16.676** 0.509 t+29 -1.095 -6.889** 1.631 
t -4.998** -28.582** 2.147* t+30 -0.945 -6.947* 1.876 
 

*Significant at 5% level **Significant at 1% level

Source: Author’s calculation in MS-excel
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The analysis of the shorter event window periods may reflect results that may strongly evidence
the inferences drawn by the event window period of 61 days. Table 4 presents the test statistics of
AARs, CAARs, and Corrado (modified) test statistics for CARs around the event day. We have calculated
these test statistics for -1 to +1, -3 to +3, and -7 to +7 event windows. It is noticed that the AARs,
CAARs, and CARs for all the three shorter event windows are significant. Although the AARs for 15
days and 7 day’s event window are found to be significant at a 5% level, the rest of the figures are
significant at 1% level. The AARs and CAARs for all three event windows are negative. Negative and
significant figures indicate that the event has significantly impacted the stock performance of the Indian
tourism and hospitality industry and the impact is negative, too.

Table 4: AARs and CAARs around Event Day

Window 
Period AAR CAAR tAAR tCAAR tCor(modified) 

-7 to +7 -0.014 -0.211 -2.181* -8.447** 27.74** 
-3 to +3 -0.016 -0.110 -2.432* -6.433** 14.744** 
-1 to +1 -0.027 -0.081 -4.162** -7.209** -85.572** 
 *Significant at 5% level **Significant at 1% level

Source: Author’s calculation in MS-excel

Conclusions
The analysis of the AARs, CAARs, and CARs for both longer (61 days) and the shorter (3 days, 7

days & 15 days) event windows reveal that the stocks of the Indian tourism and hospitality industry
have been significantly impacted by the global pandemic. The news of the 2019-nCoV outbreak being
declared as a global pandemic led to a series of lockdowns and travel restrictions all over the world
creating a crisis for the tourism and hospitality industry. With no clear predictions about the end of this
pandemic, the shareholders are uncertain about the revival of this industry-leading to low confidence in
the stocks of the tourism and hospitality industry. The Brown & Warner (1980 & 1985) test statistic,
Corrado rank test statistics, and the Ataullah, Song & Tippet (2011)-modified Corrado rank test statistics
are statistically significant indicating the presence of significant AARs, CAARs and CARs during the
event window. This study provides evidence that the 2019-nCoV outbreak being declared as a global
pandemic has had a significant negative impact on the performance of the Indian tourism and hospitality
industry stocks. The weak market sentiments as a result of the uncertainty regarding the revival have
resulted in such performance.

Implications and Limitations of the Study
There is a lack of event study on the impacts of epidemics on the stocks of the Indian tourism and

hospitality industry. Although a few event studies have been conducted in respect of the tourism and
hospitality industry in the Asia region, they are a decade old. We anticipate that this study will add to
the literature of the event study methodologies as well as the literature of tourism and hospitality
discipline. The study will help the management understand the reactions of the shareholders/investors
during such outbreaks. The study may possess some limitations as the normality of data has not been
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assessed but the use of both parametric and non-parametric tests eliminates the misinterpretation of the
significance. Further, we could not do an event study on the impacts of the outbreak on the global
tourism industry. Hence, future research may be conducted to study the impact on the global tourism
and hospitality industry as the outbreak has impacted the whole world.
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ABSTRACT
Behavioral finance deals with what goes in the mind of a person whenever he takes an investment

decision.Individuals’ investments in various financial assets are based on a number of information
sources that include financial advisors, family, friends and the strategies adopted by him to invest.
However, investorsmay over emphasize or discount information that may lead to wrong investment
strategies and irrationality while investing. Irrationality is a bias, which affects an investor while taking
investment decisions.  Although the established finance theory assumes that investors are well informed
and careful and have little difficulty in making financial decisions, it is usually not the case as investors
are affected by various biases while investing. The paper attempts to relate the investment strategies
adopted by respondents with the herding, anchoring, regret aversion and loss aversion biases. Using
primary data, from 63 investors across the state of Goa and statistical tools such as Correlation, Analysis
of variance test and Independent T-test, the relationship between investment strategies, the socio
demographic factors-annual income, gender and biases is studied. The Analysis found correlation
between anchoring bias and investment strategy score. With an exception of herding bias, the remaining
three biases tested significant,confirming the existence of relationship between anchoring, regret aversion
and loss aversion bias with annual income. There exist no significant difference in gender and the
studied biases.

Keywords: behavioral bias; individual investors; investment strategies; demographic factors.

Introduction
Every investor considers information for his investment decision from varied sources. Irrationality

may occur due to misunderstanding of information or wrong interpretation with inconsistent investment
decisions. Behavioural finance focuses on how an investor understands and takes steps based on the
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information to make an informed investment decision, so while taking this decision he may not always
act rational and unbiased. Even though traditional finance assumes that people, institutions, and even
markets act rationally, it may not be so, as the investorsare influenced by his behavioural traits and
preferences while making investment decisions.

The manner in which an investor reacts to the information available to him and the decision he
takes, can be applied to stereo type him based on many well established behavioural biases. These are
the biases that investors may show in spite of full information available to them that may lead to markets
being inefficient. Even though every participant has the information, the participant may not take the
same decision as other market participants and this is exactly where personal biases and behaviour of
individual investors affect the market efficiency.

Behavioural finance theories attemptto explain the behavioural aspects of investment decisions,
the selections made under risk and uncertainty. While observing the investor’s investment behaviour, it
was found that most of the investment decisions are done doubtfully and with difficulty.The need to
simplify the decision making process through a clear understanding of the irrationalities and biases that
shape the behavioural dimensions in investment decisions was found necessary (Hayat, 2016). Awan
(2019)  discussed about investors using fundamental analysis, technical analysis  and  tracking market
opinions to arrive at investment decisions. However, many investors use one or all to enhance optimum
decision making but the usage will depend on goals and objectives for investments.

The present study considers four different behavioural biases to study the relationship between
investment strategies and socio demographic factors. These behavioural biases are Herding bias,
Anchoring Bias, Regret aversion Bias and Loss Aversion Bias.

Herding is an investment information source as often investors look at friends and family while
taking financial investment decisions. However one of the effects considered occurring from herd
behaviour is the stagnation of information accumulation (Tuominen, 2016). However, Topol (1991)
explained that to gain some more information, it is rational for the investor to adjust his prices to some
other agent’s prices which may contain information which is not yet available to him. Information
needs are the prime reasons why an investor would decide to herd.

Anchoring bias happens when an investor will constantly compare the current price of the investment
to the reference point to determine if he is in profit or loss. Also an investor may hold a reference point
based on information from unofficial sources (Singh 2012) and not on company’s historical data (Kaustia,
Alho, & Puttonen, 2008)

Regret aversion bias is investor’s anticipating regret if they make a wrong choice and they take this
anticipation into consideration when making decisionsGanesan(2013). This bias also looks into sentiment
that an investor may experience due to wrong purchase decision. So, when his investments are into
losses he still holds on to them so as to evade the awkwardness of reporting a loss(Pareto, 2020) and
(Jagongo & Mutswenje 2014).

Loss Aversion Bias is wherein an investor considers gains from investments more than losses, and
therefore while taking investment decision he considers the arising gains as more significant than the
arising losses. If an investor is given two alternatives, both being alike, presented as possible gains and
other possible losses; the possible gains will be considered by the investor.The Prospect theory



33Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

(Kahneman & Tversky, 1979) relates to an individual’s strong desire to avoid losing rather than longing
for making gains. The pain of losing money is felt more than the gain of same amount.

Review of Literature
Individual investors have different background, experience and motives while investing. Based on

the influence of many human attributes individual investments are emotional, fast and automatic
(Charles&Kasilingan, 2016). Given the varied and diverse background of individual investors, exploring
the predictability of decision behavioursusing demographic characteristicsin different decision stages,
the need to potentially value investor behavior exists(Lan, Xiong, He, & Ma, 2018).Besides, investor
sentiment, overreaction and under reaction, over confidence and herd behaviour also significantly affect
investment decisions.(Hassan et al., 2018)

Scharfstein & Stein (1988)analysed the forces that lead to herd behaviour wherein he found that
managers/investors who care about their reputation will herd whereas those who care about profits will
not. A study by Baddeley (2010) found that the influence  to use the same investments as other investors
is due to purpose and sentiments. Herding financial decision-making reflects a societal learning method
which is influenced sentiments.Prosad, Kapoor, & Sengupta, (2012)  using secondary data, found herding
being prominent in the Indian stock market especially during the bullish phase but not during the bearish
phase. Alquraan, Alqisie, & Al Shorafa (2016)investigated the factors of investment decision making
and concluded that Risk Perception,Loss Averse and Overconfidence are relevant on investment decision
making.

Anchoring is the most researched bias. Every investor has a price in mind before making an
investment decision. To understanding the role of anchoring bias in investment decisions a number of
studies are available.(Zaiane 2015) and (Saraswati 2015), found positive linear connection between
anchoring bias andfinancial decision making.  Studies foundthe anchoring bias affect investment
decisions, and were solely determined by years of experience as an investor(Usman, Muturi, & Memba,
2017) and (Dolreen, 2014). (Cen, Hilary, & Wei, 2013) and (Fernandes, Matsumoto, Chagas, & Ferreira,
2014) found anchoring bias affecting investment decision making.Jahanmiri(2018) studied information
and anchoring bias, found with an increase in information uncertainty, investors make greater use of
anchoring in decisions about buying and selling and investing in the stock. Studies on regret aversion
and investment decisions reveal in certain cases, respondents are not influenced by this bias. (Sukamulja,
Meilita, & Senoputri, 2019) and(Kumar, Samir, Barua, Jacob, & Varma, 2013).

Every investor is skeptical about the loss arising from an investment more than the gain from the
same investment, making him extremely averse to losses (Isidore R & Christie, 2019). Polman(2012)
conducted an investigative study, to find whether individual’s choices for decision making for self and
for other differ. Using loss aversion as the measure for decision making, found when decisions are
taken for other, this bias lessened.However, few studies have shown investment decisions as affected
by loss aversion bias. (Mbaluka, Muthama, & Kalunda, 2012) and (Alquraan et al., 2016)

Investment strategies and Behavioural Biases
Many investors consider certain investment strategies while investing. He may adopt time and

tested investment strategies like buy and hold, technical analysis or fundamental analysis. Many follow
passive investment strategies for a long time horizon and fail to exit from an investment despite potential
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gains. (Ricciardi et al., 2017)When rationality is considered to be most important in investor decision
making so is the use of fundamental analysis, technical analysis and intuitions(Ogunlusi & Obademi,
2019). Singh (2012) found that certain behavioral biasesincludingloss aversion bias causesthe current
security prices to move away from fundamental values. Onsomu (2018)found a relation between
behavioural biases and investment strategies using primary data of stock market investors. According
to Gupta, Preetibedi, & Mlakra(2014)investors while examining financial statements, create an image
of the company which they will consider including in their portfolio.

Technical Analysis as an investment strategy makes uses of charts and past market data. However,
use of this strategy should not be the principal focus of high returns and a past reference. The assumption
of past performances is repeated again in the economy should not be considered as the basis for investment
decisions. (Konstantinidis, Katarachia, & Borovas, 2012).

Socio Demographic factors and Behavioural Biases
Agrawal, Singhal, & Swarup (2016)studied demographic factors using the Causal Loop Diagram and

found that herding exists in the Indian stock market due to lack of financial literacy, market image of
market leader and social factors. The authors also confirmed that demographic factors like age and
investment period has negative cause towards herding bias. Lee et al (2013)analysedthe portfolio
performance of male and female students, the study establishedthat females and males show different
behavioural biases which finally shape investment decisions.The paper also confirmed that females are
less risk tolerant than males;(Shaikh, Karim, Kalhoro, & Kamal, 2019). A study by Nair, Balasubramanian,
& Yermal (2017)found that male investors portray less herding bias than female investors. However, a
study of investors in Oman by Jamil & Khan, (2016)gender of an investor is not affected by herding bias.

Studies have shown that with increasing income the degree of biases reduces.(Sarkar & Sahu, 2018)
confirmed that annual income do have a significant influence on biases. Isidore R &Christie (2019) used
gender as independent variable to find if female investors behaved differently in secondary equity market
and found female investors were more prone to biases. Beblo, Beniger, & Markowsky(2017) studied anchoring
bias using an experiment found that level of education and not gender influences the anchoring value.

The review of literature shows that behavioural biases do have a relation to an investment decisions
and investment strategies. There is a tendency of investors to be affected by biases while taking investment
decision and adopting investment strategies. Also socio-demographic factors of income and gender
shows mixed association with certain behavioural biases.Whether this holds true for the current sample
is what motivates this study.

Objectives of the Study
The objectives of this study are
1. To study the relationship between individual investments strategies and the behavioural biases.
2. To study whether behavioural biases are influenced by the individual investor income.
3. To analyse the relationship between gender and behavioural biases in investment decision

making.
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Hypotheses of the Study
H1: There is no significant relationship between the individual investment strategies and behavioural

biases.
H2: There is no significant difference in behavioural bias and individual investor’s income in

formulating investment strategies.
H3: Investment decisions are not influenced by gender of an investor and his behaviourial biases

Research Methodology
The present study considers only four behavioural biases namely, herding, anchoring, regret aversion

and loss aversion. The first hand data was collected on the basis of convenience sampling through a
non disguised structured closed ended questionnaire, divided into three sections. The sections covered
questions on respondent’s demographics; investment strategies and his behavioral biases.  The data
was collected from 63 respondents across Goa from June 2019 to December 2019 using Google forms.
This data was processed using SPSS. Using Correlation Analysis,the relationship between investment
strategies and biases was determined.  Statistical tools of Anova, and Independent T-test measured the
relationship between behavioral biases and socio-demographic factors namely income and gender.

Table 1: Demographic Profile of the Respondents

Variable Description Percentage 
Age 18 years to 40 years 76 

41 years to 60 years 22 
61 years and above 2 

Gender Male 48 
Female 52 

Qualification Up to Graduation 3 
Graduation 14 
Post Graduation 78 
Professional 5 

Annual Income Up to Rs 2,50,000 24 
Rs 2,50,001 to 5,00,00 21 
Rs 5,00,001 to 10,00,000 38 
Rs 10,00,001 and above 19 

Investment Period Less than 5 years 76 
More than 5 years 24 
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Analysis and Discussion
Relation between Behavioral Bias and Investment Strategies
The data about the biases was collected through nine statements in the third section of the

questionnaire. The features of the biases were used for framing the questions. Based on the investment
strategy identified by respondents, relation between investor strategies and biases was explored.

Table No 2 : Results of Correlation

 Herding Anchoring Regret 
Aversion 

Loss 
Aversion 

INVESTMENT 
STRATEGY 

SCORE 

Herding 
Pearson Correlation 1 .447 .085 .068 .058 

Sig. (2-tailed)  .000 .510 .595 .651 
N 63 63 63 63 63 

 
Anchoring 

Pearson Correlation .447 1 -.041 .097 .319 

Sig. (2-tailed) .000  .749 .448 .011* 
N 63 63 63 63 63 

Regret Aversion 
Pearson Correlation .085 -.041 1 .240 -.200 

Sig. (2-tailed) .510 .749  .058 .117 
N 63 63 63 63 63 

Loss Aversion 
Pearson Correlation .068 .097 .240 1 -.075 

Sig. (2-tailed) .595 .448 .058  .560 
N 63 63 63 63 63 

INVESTMENT 
STRATEGY 
SCORE 

Pearson Correlation .058 .319* -.200 -.075 1 

Sig. (2-tailed) .651 .011 .117 .560  

N 63 63 63 63 63 
Source: Primary data                   Significant at * 0.05 level  

Source: Primary data Significant at * 0.05 level

In order to determine the relationship between the investment strategies and biases, the Pearson
correlation test was carried out and the result is presented in Table 2. The correlation matrix reveals
that the Herding bias has a non significant and weak  correlation of 0.058 ; Anchoring has a positive
relation of .319 and Regret Aversion and Loss Aversion biases are negatively related with -.200 and -
.075 respectively.
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However, a positive correlation between investment strategies score and anchoring bias is seen,
which is statistically significant with Pearson Correlation of 0.319, n=63, p=0.11, at 5% level of
significance. This depicts the existence of correlation of anchoring bias and investment strategies adopted
by respondents and the dependence on investment strategies increases as anchoring bias increase. The
findingreveals that while using investment strategies in the process of investment decision,theanchoring
bias isprevalent. It is reasonable for any middle class individual investor the price of the script and its
security is of utmost importance. He is more conservative and interested in the price, return and security
of his investments.

Relationship between Annual Income and behavioural Biases
The data collected through Google forms were sorted according to the income brackets of the

respondents namely up to Rs 2,50,000; Rs 2,50,001 to Rs 5,00,000; Rs 5,00,001 to Rs 10,00,000 and
Rs 10,00,001 and above. The data had investors with highest income that is 38 percentin annual income
bracket of Rs 5, 00,001 to Rs 10, 00,000. The responses to the biases based on the questions asked
using Likert scale was categorized into Herding, Anchoring, Regret bias and Loss Aversion Bias. The
relationship linking the annual income and the biases displayed by the respondents is explored using
Analysis of Variance.

Table 3: ANOVA between Annual Income and Biases

BIASES F Sig. 
Herding 
Anchor 
Regret 
Loss 

5.238  .003* 
1.031               .386 
.245                .864 
.552                .649 

Source: Primary Data  Significant at * 0.05 level

The above table shows the outcomes of analysis of variance. The results depicts that herding bias
has no significant difference between annual incomes as this biashas ap-value less than 0.05.  This
indicates that irrespective which bracket of annual income the investors belong, herding bias exist,
while taking investment decisions.

The remaining biases, that is, anchoring, regret aversion and loss aversion have a p-value greater
than 0.05 representingthe existence of significant difference between these biases and annual income.
The following table explains the relationship between incomeand the biases.
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Table 4: Annual Income and Biases

Income Level Anchoring Bias  
Mean  

Regret Aversion Bias 
Mean 

Loss Aversion Bias 
Mean 

Up to Rs 2,50,000 3.36 3.46 3.20 
Rs 2,50,001 to Rs 5,00,000 

3.74 3.61 3.61 
Rs 5,00,001 to Rs 
10,00,000 3.41 3.65 3.39 
Rs 10,00,001 and above 

3.14 3.33 3.08 
Total 13.65 13.65 13.28 

Source : Primary Data

In the above table, respondents with high mean in annual income bracket of Rs 2, 50,001 to Rs 5,
00,000 exhibitsthe presence of Anchoring bias and Loss aversion bias.  High mean in annual income
bracket of Rs 5, 00,001 to Rs 10, 00,000 indicate the presence of Regret Aversion bias.As per the above
analysis, the lowest mean is in the annual income bracket of ‘Rs 10, 00,001 and above’ is relevant for
all biases. This indicates that as income increase the investors are less prone to biases.  These results
are in tune with previous studies which confirm that investors with higher income use the services of
financial advisors, have high level of financial literacy, have access to relevant information which
helps(Michael, 2012)(Burke & Hung, 2015)(Isidore R & Christie, 2019) in reducing biases while taking
investment decisions.

Relationship between Gender and Behavioural Biases
In order to understand the impact of biases on the males and females an Independent sample test

was conducted.
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Table 5: Biases and Annual Income

 GENDER N Mean Std. Deviation Std. Error Mean 
HERDING males 30 2.8083 .59337 .10833 

 females 33 3.0000 .62812 .10934 
ANCHORING males 30 3.4000 .84605 .15447 

 females 33 3.4242 .91410 .15912 
REGRET AVERSION males 30 3.3333 1.24106 .22659 

females 33 3.7273 .97701 .17008 
LOSS 
AVERSION 

males 30 3.2333 1.22287 .22326 
females 33 3.4242 1.03169 .17959 

 Levene's Test for 
Equality of Variances 

T-test for Equality of Means 

  F Sig. t df Sig. (2-

tailed) 

Mean Difference Std. Error 

Difference 

95% Confidence Interval of the 
Difference 

Lower Upper 
HERDING Equal 

variances 
assumed .572 .453 -1.242 61 .219 -.19167 .15434 -.50030 .11696 

Equal 
variances not 
assumed 

  

-1.245 60.903 .218 -.19167 .15392 -.49946 .11613 

ANCHOR Equal 
variances 
assumed .390 .535 -.109 61 .914 -.02424 .22260 -.46935 .42087 

Equal 
variances not 
assumed 

  
-.109 60.977 .913 -.02424 .22177 -.46770 .41921 

REGRET 
AVERSION 

Equal 
variances 
assumed 2.044 .158 -1.406 61 .165 -.39394 .28011 -.95406 .16618 

Equal 
variances not 
assumed 

  
-1.390 55.047 .170 -.39394 .28331 -.96170 .17382 

Source: Primary data Significant at 5% level
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The T- test observes the p- value being greater than 0.05 for all biases. This means that none of the
biases are significant.  This confirms the existence of no significant difference between the genderand
behavioural biases. Thus biases do not seem to impact any gender during investment decisions. This
result is dependable and is consistent with the studies of (Bashir, 2013),(Shadi 2018) and(Mahapatra &
Mehta, 2015). However relevant studies of Rekik & Boujelbene(2013), (Onsomu2018) and (Kudryavtsev
& Cohen, 2011) found significant difference between biases and  gender.

Discussion
There exists a correlation between behavioural biases and investment strategies. In the studies of

Onsomu (2018)and Coffie(2013)an evidence of relations between behavioural biases and investment
strategies was found. The present study found a positive correlation between anchoring bias and
investment strategies. Anchoring Bias is depending on reference points while taking an investment
decision. As an investment strategy, the investors may depend on published financial data or on historical
charts as reference points while making investment decisions. The findings reflect that while using
investment strategies be it technical, fundamental or any other,the impact of anchoring bias isrelevantin
the process of investment decisions.

Using the same data to test the impact of biases on socio demographic factors of annual income
and gender, statistical tools of Anova and Independent sample test were used. The annual income and
the biases were tested at 5% level of significance. Only herding bias was found to be not significant,
the remaining biases namely anchoring, regret aversion and loss aversion bias were found significant
with relation to annual income. This study also showed that as income increased the impact of biases
decreased; confirming that as annual income increase the investors are less prone to biases. (Isidore R
& Christie, 2019)

With regards to gender, the study found no significant difference for all biases and gender, confirming
with the studies of Velumoni (2017)  and  Mishra& Metilda (2015).

Conclusion
Investment strategies are used to make investment decisions which are influenced by behavioural

biases. The relation of behavioural biases withinvestment strategies, annual income and gender is explored
in this pilot study. The study ably points out; investment strategies adopted by investors are correlated
to anchoring bias. This bias, of having wrong reference point to make an investment decision can weaken
the whole investment process and thereby defeat the investment goals. With regards to  annual income
and behavioural biases, the results are in tune with Isidore R & Christie (2019); the conclusion, which
is widely researched and accepted fact,that with an increase in income the investors are less prone to
biases as they have access to financial advisors and other relevant information sources. The study tested
no significant difference between the four biases and gender in the financial decision making.

Furture Research
The analysis of behavioural biases and investment decision is a well researched area. It is in focus

among the researchers as it motivates them to understand why investors deviate from established
rationalities and theories and why they keep repeating the same mistake. This study is carried out as a
pilot study with sample size of 63 respondents. There are 23 biases (Lee et al  2013)which are documented
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and researched. The future direction would be to conduct a comprehensive analysis all these biases to
truly understand which bias has a profound impact on investment decision making process.
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Insolvency and Bankruptcy Code 2016: A Study of
Large Stressed Account
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ABSTRACT
The Insolvency and Bankruptcy Code, 2016 (IBC2016) is considered a game changer with regards

to early resolution of insolvency and bankruptcy issues. Theaim the code i.e. faster insolvency resolution
and value maximization of corporate person and other business entities seems to have started showing
results. The code, in its last three years, has brought a visible change in insolvency resolution issues
and in handling the stressed asset cases in India. Though there was a plethora of Indian Laws starting
from the Presidency Towns Insolvency Act, 1909 to Companies Act 2013, but it could not help much
forearly resolution of insolvency issues. This is evident as the   average insolvency resolution processes
was 4.5 years in India, compared to 9 months for Singapore and 6 months in Japan. It is also found
that due to longer litigation process, India experienced one of the lowest recovery rates of the debts in
the world which was about only 26.5 percent of the debt value.

The objective of the study is to find the importance of timely resolution of insolvency issues, and
also to examines the resolution process of large stressed accounts. The study is mostly dependent on
the secondary source of data. Statistical methods such as correlation, regression analysis, F-test
andthegraphs have been used in thestudy for analysis of data,

The study strongly suggests that the timely resolution of insolvency cases leads to a better recovery
of debts. Itis also found that there are still challenges in resolving insolvency issues within mandated
period under IBC.

Keywords:  Insolvency, Bankruptcy, Stressed assets, Insolvency resolution, mandated days.
Insolvency resolution studies the time, cost and outcome of insolvency proceedings involving

domestic legal entities. These variables are used to calculate the recovery rate, which is recorded as
cents on the dollar recovered by secured creditors through reorganization, liquidation or debt
enforcement (foreclosure or receivership) proceedings.
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Introduction
The enactment of IBC in the year 2016, for faster insolvency resolution and value maximization of

corporate and other business entities., is looked upon as an important game changer with regards to
insolvency resolution in India. Though therewere a plethora of Indian Laws for addressing insolvency
resolution issues of individuals, partnership and companies form of business, but the average insolvency
resolution processes were taking a longer time in India i.e. 4.5 years, against 9 months for Singapore
and 6 months in Japan. It is also found that due to longer litigation process, India experiences one of
the lowest recovery rates of the debts in the world i.e. approximately 26 percent of the debt value. The
laws like The Presidency Towns Insolvency Act,1909, Provincial Insolvency Act 1920, Sick Industrial
Companies (Special Provisions) Act 1985, Recovery of Debt due to Banks and Financial Institutions
Act 1993, the Securitisation and Reconstruction of Financial Assets and Enforcement of Security Interest
Act (SARFAESI) 2002 and the Companies Act 2013 could not contribute much for early resolution of
insolvency issues.

The ineffectiveness of the previous laws can be well observed by examining the prolonged litigation
period and gigantic volume of non-performing asset (NPA). “NPA rose to 11.2 percent or at ¹ 10.39
trillion in FY18 from 9.3 percent a year ago, and the share of public sector banks stood at ¹  8.95
trillion, or at 14.6 percent. In FY17, the gross NPA stood at 9.3 percent and that of state-run lenders
stood at 11.7 per cent”.(RBI 2018).India’s situation with regard to NPA can be well realized when it is
compared   with other countries i.e. Brazil has 3.6%, Sri lank has2.5%, Argentinahas 1,8%, Australia
has 0.9%, UK has   0.7   and USA has 1.1% NPA (IMF,2019)

 The poor performance of previous laws became a strong reason for enactment of a new code.
Government of India  enacted the code in 2016, with an introduction “an act to consolidate and amend
the laws relating to reorganisation and insolvency resolution of corporate persons, partnership firms
and individuals in a time bound manner for maximisation of value of assets of such persons, to promote
entrepreneurship, availability of credit and balance the interests of all the stakeholders including alteration
in the order of priority of payment of Government dues and to establish an Insolvency and Bankruptcy
Board of India, and for matters connected therewith or incidental there to1.”

It is pertinent to note that “insolvency resolution” is one of the parameters determining the ranking
in “ease of doing business” (DB) index by the World Bank2. India’s position in ease of doing business
(DB) was 130 among 190 countries in the first quarter of 2017 which moved up to 100th position in
2018 and the recent survey shows that India has moved up to 63rd position. Among various factors for
the upward movement in India’s position in DB, the legislation of IBC- 2016 is an important one.

IBC is a well-intentioned enactment with a strong political will of the government to tackle the
issue of stressed asset.  The code has put Indian corporate on tenterhooks. The deep pocketed corporates
have already realised   either they must clear the debts not only of financial creditors but also of
operational creditors within the stipulated time frame. Non-adherence to timely repayment of debts
may trigger insolvency proceedings against the debtor company under IBC, following which there may
be a change in management or may face liquidation within a very short period. Recently in her speech
in Rajya Sabha on IBC amendments in July 2019, honourable finance minister Nirmala Sitharamansaid
that IBC has been able to bring about a “behavioural change” in corporate sector. This has sent a strong
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message to almost every debt-stricken to be careful of their financial dealings. Companieshave come to
realise that they cannot escape from repayment of debttaking the cover of prolonged litigation. IBC has
also created a pressure among delinquentpromoters of the prospect of losing control over their companies
for not servicing their debt. This position has become tougher with the recent amendments that cuts the
owner-promoter of company out of thebiddingprocessof theirstressed assets directly or through
theirdummies.To a great extent, IBC aims to fundamentally alter the ‘creditor and corporate business
relationships’ in India.

But IBC faces also huge challenges.  A look at the track record of IBC shows that as of Dec. 2019,
about 3312 cases were admitted for CIRP. Of this, 1,901 (57.3%) cases are still ongoing and 1411
(42.6%) are closed. Of these, 246 are closed on appeal/ review/ settled, 135 are closed by withdrawal
under section 12 A, 190 are closed following resolution, 780 are closed by liquidation. It is important
to mention here that the ongoing CRP for 635 companies have already experienced the CIRP process
for more than 270 days.  Clearly, there are only a small percentage of successful resolutions under
IBC3.

But the good news is that the average recovery under the IBC is 42.78% compared to 26%, under
the previous SICA (Sick Industrial Companies Act) regime. In absolute term, the recovery through IBC
was Rs. 70,000 crores in FY ending 2019 which is twice the recovered through other resolution
mechanisms such as the Debt Recovery Tribunal, the Securitisation and Reconstruction of Financial
Assets and Enforcement of Securities Interest Act, 2002    and lok-Adalat in fiscal 2018.4.

Llterature Review
Rafael La Portaet al. (2002) had created the indexing of‘ease of doing business’ (DB)showing a

higher ranking indicate better and simpler, regulations for a start-up. The paper presented extensive
information on the regulation of entry of a new 85 countries (presently it is made from 190 countries)
covering the number of official  procedures, the  time spent in the office and the cost involved in
processing in the offices  that a new venture has to go through before it could start its business operation
legally. The main findings of the paper were that “the countries with heavier regulation of entry had
higher corruption and larger unofficial economies, but no better quality of public or private goods and
countries with more democratic and limited governments had lighter regulation of entry5.” The paper
provided evidence that entry regulation leads to benefit politicians and bureaucrats without adding any
additional value to the process of business operation. A timely resolution of insolvency is one of the ten
parameters of finding the DB. In this parameter, a country is ranked on the basis of the relative strength
of insolvency resolution in comparison to other countries. considered for ranking.
Thestrengthofinsolvency resolution of a country is determined by the factors i.e. time required to recover
debt, cost required to recover debt, outcome and recovery rate for secured creditors.

Pandey A (2016) has pointed out that a good bankruptcy law is of vital importance for
appropriatefunctioningof business and commerce and also the bankruptcy law must ensure justice to
all stake holder of a business institution i.e. investors, creditors, workmen and the debtor.Thepaper
alsosuggests that the creditors need to be protected from “sinister design”ofthe company promoters
engaged in fraudulent activities. A solid legal framework for dealing with insolvency issues would lead
to a solid capital market with participation from both private and public enterprises (Antoniou et al,
2008).  A standard legal system will ensure the Corporates to their funding preferences.
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Chatterjee.S etal. (2017) have initiated an innovative data base from the orders passed by the National
Company Law Tribunal (NCLT) in the insolvency cases under the IBC. The authors have produced an
empirical analysis of   the economic effect of the IBC and the performance of the judiciary under the
IBC. There are various fields of information examining different orders passed during the initial sixmonths
of the IBC. This attempts to answer questions such as who were the initial users of the insolvency
process under the IBC, the kind of evidence used to support their claims before the NCLT, the average
time taken by the NCLT to dispose of insolvency cases and the outcome of the process. Authors have
also indicated that a larger time frame is required to measure the impact of the newly enacted code and
the change in the eco-system in resolving Indian bankruptcy issues.

RajeswariSenguptaetal. (2015) examined the corporate insolvency resolution process in India. This
is a study made in pre-IBC era. The authors have made a comparative analysis of insolvency resolution
process of three countries, i.e. India, UK and Singapore. Since it is a pre-IBC work, the author has
pointed out that there was no single and comprehensive law in India that addresses all aspects of
insolvency of an enterprise. “The presence of multiple laws and adjudication floors has created
opportunities for debtor firms to exploit the arbitrage between the systems to frustrate recovery efforts
of creditors”. It has been pointed out that a well-functioning and orderly corporate insolvency framework
consisting of well-defined rules, procedures, timelines and efficient institutions are critical for
encouraging the development of strong domestic credit markets. In a reference to another work (La
Porta -1996) in the same article, it was pointed out that there is significant evidence in the literature
which indicates legal protection of creditors’ rights supports development of credit markets. Studies
have also shown when lenders can easily enforce repayment, they are more willing to extend credit and
at lower prices. A major finding of the article was that since there was no comprehensive legal framework
for addressing insolvency resolution in India, it led to delay in enforcement of insolvency process.
Further it was suggested that if a strong market for credit was to develop in India, the corporate insolvency
process must be given a clarity to all creditors and debtors from the outset about the procedures to deal
with in event of insolvency and there would be a better enforcement of contract.

GoelS (2017) has indicated the shortcomings of all previous laws in connection to insolvency
resolution. “There is no single umbrella legislation in India that governs the insolvency and bankruptcy
proceedings. There is a slew of legislation governing the legal framework albeit insolvency and
bankruptcy in India”. Goel had suggested that Government of India must go for a strong insolvency
resolution particularly in the context of globalisation and DB. The paper pointed out that one of the
reasons of lower ranking DB by world bank group is due to lack of a comprehensive law on insolvency
resolution. The limitation of the previous acts as well as the procedure of insolvency resolution under
different laws has been explained in the article.

KPMG (2016) had made major contribution on the need of the code in the present business context
and emphasized on the need of infrastructure for successful implementation of the code. It highlighted
on appointing of members of the Board, appointing judges for the adjudication authority, setting up of
benches for the adjudication authority identifying and licensing insolvency agencies, licensing
information utilities and training of insolvency professionals (IP). It states, “overall this legislation is a
huge step towards the ease of doing business in India and has the potential to bring business practices
in India closer to more developed markets over the long term”.
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Sahoo MS (July.2019) indicates how the life of companies are becoming shorter. Mr Sahoo said,
“It is not surprising that the average life of S&P 500 companies has reportedly reduced from 90 years to
18 years over the last century. A company having perpetual succession now lives shorter than a human!”
He states that   before company completely comes to closure, the GoI,  through IBC has  developed an
eco-system of early detection of sickness and  through resolution plan of the ailing company which  is
taken over as a going concern, preserving its underlying values as well as value enhancement, retrieve
the value lost on account of irregular transactions. The IBC is able to create a market for competing,
feasible and viable resolution plans ensuring maximisation of value of the company.

Desai, N (2019) has explained the success story of IBC over the previous acts. The author is of
view that the debt recovery is much better despite cases in NCLT are going beyond the mandated time
of 270 days. The author has explained theamendments that has been made post IBC 2016. However,
the author has suggested for capacity building of all the institutions that are associated with
implementation of IBC.

Agrawal S (2019) commented that it had taken 841 days for approval  to Arcerlor Mittal on taking
over troubled  Essar Steel which is much beyond mandated time frame,  However he is of opinion that
most agree IBC is a well-intentioned code backed by strong political will from the government to tackle
‘bad credit’. He further added that in order to get the benefits of IBC, the time taken for resolutions
must come down drastically by bringing competent people into the system and by empowering the
institutions who are responsible for the delivery. He points out that reducing delays is very important
because banks, promoters and bidders are suffering. It is found that recoveries in well-managed
companies, particularly, the steel sector, have been really good. The, average recovery from 120 cases
resolved under the IBC is 42.78% compared to 26%, under the erstwhile SICA (Sick Industrial Companies
Act) regime in pre-IBC era.

Research Gap
The extensive review of literature shows that enactment of IBC was essential as India’s previous

insolvency laws were not effective for timely resolution of insolvency issues.
A research gap is observed to establish whether a longer litigation process has a negative impact

over the recovery of debts and vice versaacross countries of the world or this is confined only to certain
geographical locations. Secondly, a research gap is also observed to find how far the IBC2016 has been
successful in resolving the insolvency cases within the mandated time period.

Objectives of the Stusy
The specific objectives of the paper are:
1. To study whether a longer time period has a negative impact on the recovery rate of debts

across most of the countries of the world or this behaviour is confined to some geographical
locations

2. To examine the insolvency resolution process of 12 large stressed accounts and whether the
CIRP process is complete within mandated time period.

3. To suggest the measures to make IBC more effective
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Research Methodology
 The study is dependent mainly on secondary data. However, some amount of primary data has

been collected from different banking professionals who are involved in credit decisions and recovery
and resolution process. The secondary data has been collected from sources i.e. publications of World
Bank, Reserve Bank of India, Ministry of Corporate affairs, Insolvency and Bankruptcy Board of India,
publication of professional body like Institute of Company Secretaries of India and certain important
business newspapers. For analysis of data, statistical methods such as correlation, regression, F-test
and graphs have been used in this study.

Time and Debt Recovery
A country’s efficiency in resolving insolvency refers to the percentage of recovery of debts, the

cost of recovering the debt and the time required to recover debt measured including appeals for extension.
These factors finally determine a country’s ranking in insolvency resolution across countries in the
word. The specific parameters for measuring efficiency are as follows:

i. Cost to recover debt: This is measured as percentage of assets value of debtor’s estate. This
mainly includes court fees, fees of insolvency administrators, fees of insolvency professional,
advocate’ fees, fees of valuers’ and auctioneers’ and other related fees.

ii. Outcome from the process: Whether the business after resolution, continues as a going concern
or whether the assets are sold piecemeal.

iii. Recovery rate for secured creditors: This measures the percentage of recovery by secured
creditors. The official costs of the insolvency proceedings are deducted, and depreciation of
assets are taken into account. It is also important to find the outcome for the resolution process
i.e. whether the business continues as a going concern or the assets are sold in piecemeal.

The following analysis shows a relationship between the time taken for recovery of the debts and
the percentage of recovery after the insolvency proceeding are over. The countries and region-wise
data have beenused from the publications oftheworld bank group

Country -wise Results
In this part of analysis consisting of 190 countries World Bank 2019), we find that the model fit as

given by F-statistics is highly significant at 1% level of significance. The regression results reflect that
time to recovery is explained by the recovery rate to the extent of 55% across countries as given by the
r-square statistics. Consistent with region-wise results, the country wise regression also posits that as
time to recovery increases by one year, the rate of recovery decreases by 15 %.
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Regression Statistics  

Multiple R 0.74225  

R Square 0.55094  

Adjusted R Square 0.54855  

Standard Error 15.7620  

Observations 190  

 

ANOVA  

  df SS MS F Significance F  

Regression 1 57303.89 57303 230.6 0.00  

Residual 188 46706.89 248.4  

Total 189 104010.8        

 

  Coeff Stan Error t Stat P-val Lower 95% Upper 95%  Lower 95.0% Upper 95.0% 

Intercept 79.95885 2.682724 29.80 0.00 74.66674 85.250  74.666 85.2509 
X Variable 1 -15.24 1.00347 -15.18 0.00 -17.2195 -13.26  -17.219 -13.260 
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Region wise Results:
The regions (World bank 2019) considered in the analysis are mentioned above. The region wise

model fit as given by F-statistics is highly significant at 1% level of significance. The regression results
reflect that time to recovery is explained by the recovery rate to the extent of 85% across regions as
given by the r-square statistics. Also, the results posit that as time to recovery increases by one year, the
rate of recovery decreases by 33 %.

Regression Statistics 
Multiple R 0.922301 
R Square 0.850639 
Adjusted R 
Square 0.820767 

Standard Error 6.709889 
Observations 7 

 
 
 

ANOVA 

  df SS MS F 
Significance 
F 

Regression 1 1282.061 
1282.06
1 

28.4759
4 0.003099 

Residual 5 225.113 
45.0226
1 

Total 6 1507.174       

  
Coefficient
s 

Standard 
Error 

t Stat P-value Lower 95% 
Upper 
95% 

Lower 
95.0% 

Upper 
95.0% 

Intercept 120.4171 15.77567 7.63309 
0.00061
4 

79.86447 160.9698 79.86447 160.9698 

X Variable 1 -33.6196 6.300197 -5.33629 
0.00309
9 

-49.8148 -17.4245 -49.8148 -17.4245 
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Findings:The recovery of debts from the stressed assets depends to a great extent on the time
taken for finalisation of the insolvency proceedings. The above analysis confirms the behaviour i.e.
value recovered is inversely related to the time period for recovery, across the region and the countries.

TABLE  1. Resolving Insolvency: Some  Asian Countries.

Economy Resolving 
Insolvency rank  

Resolving 
Insolvency score  

Recovery rate (cents 
on the dollar)  

Time 
(years)  

China 51 62.1 36.9 1.7 
 

India 
52 62.0 71.6 1.6 

Indonesia 38 68.1 65.5 1.1 
Japan 3 90.2 92.1 0.6 
Malaysia  40 67.0 81.0 1.0 
Philippines 65 55,1 21.2 2,7 
Thailand. 24 76.8 70.1 1.5 

 
Source: World Bank Publication 2019

Table-2. Ease of Doing Business Ranking on Different Parameters(FROM2016
TO20200)

World Bank 'Ease of Doing Business India: Rank in 2016 Rank in   2020 

Dealing with construction permits 183 27 
Getting electricity 70 22 
Registering property 138 154 
Getting Credit 42 25 
Protecting Minority Investors 8 13 
Paying Taxes 157 115 
Trading across Borders 133 68 
Enforcing Contracts 178 163 
Resolving Insolvency  136 52 
OVERALL 130 63 

Source: Ease of Doing Business, World Bank 2020.
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Figure :3.   Ease of Doing Business Index: India(2010 TO 2019)

Source: World Bank publications
Table :3. India’s Position  in Insolvency  Resolution.

Year  Insolvency ranking Ease of doing Business ranking 
2017 136 130 
2018 103 100 
2019 77 77 
2020 52 63 

Source: World Bank publications.

It is observed that though there are some fluctuations in India’s ranking in last three years with
regards toinsolvencyresolution, but there is a trend showing that India has substantially benefitted from
the introduction of IBC.  In last part of 2016, India’s ranking was in 136 position which improved to 52
position in the last part of 2019. Presently India’s ranking is 52 which is very close to China’s ranking
of 51. However, Thailand and Malaysia ranking are much better than India.

“Before IBC, the recovery (of debt) rate was around 26% and the time taken for closure of the case
was over four years. IBC has changed this. Now the average recovery rate is 43% in case of financial
creditors and 49% in case of operational creditors. The time average time taken under IBC is 1.6 years
compared to 4.3 years earlier. In the earlier resolution regime, the cost of the resolution was 9%, which
has come down to 1% post IBC”1.
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Table 4. Recovery Rate  and the Cost  of Resolution

 Time Recovery Cost of resolution 
Before IBC 4.3 years 26% 9% 
After IBC 1.6 years 46.5%  1% 

 Source: Business Today magazine, Oct 14, 2019

IBC, Mandated Days and 12 Large Stressed Accounts:
Reserve Bank of India in the year 2017 had sent a list of high valued twelve stressed accounts

to respective banks to resolve the NPA issue through Insolvency and Bankruptcy Code. Accordingly,
resolutions of 12 large accounts were initiated by banks. All these companies in total had an outstanding
claim of Rs.3.45 lakh crore as against liquidation value of Rs. 73,220 crores. These cases in a way
posed a challenge to the newly enacted IBC and also for the newly created institutions under IBC.The
banks (FIs) approached the National Company Law Tribunal (NCLT). The defaulters’ list comprised of
Bhushan Steel Ltd, Bhushan Power & Steel Ltd, Essar Steel Ltd, JaypeeInfratech Ltd, LancoInfratech
Ltd, Monnet Ispat& Energy Ltd, Jyoti Structures Ltd, Electrosteel Steels Ltd, Amtek Auto Ltd, Era
Infra Engineering Ltd, Alok Industries Ltd and ABG Shipyard Ltd, constituting 25% of total non-
performing assets in the country. All these corporates were chosen on the basis of NPA of more than
Rs.5000 crores each. The objective was to complete the corporate insolvency resolution process within
mandated time which would ensure value maximization through faster resolution.

Table 5 . Mandated Time for Corporate Insolvency Resolution Process Under IBC

Source: IBC 2016.
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As against these mandated day for each process, the following table shows the hits
and misses of the twelve large account.

Table 6.IBC Process Timelines For  RBI in12 Large  Cases (in  Days)

 Filling to 
Admission 

Admission to 
Public 
Announcement 

Admission 
to EOI 

Admission on to 
Receipt of Plans 

Admission to 
Plan Submission 
to NCIT 

Admission to 
Final NCIT 
Order 

Total Days Taken 
for Resolution 
/Closing 

Prescribed 14 3 75 135 165 180-270  
ABC 
Shipyard 29 3 41 258 290 NA 621 days 

Alok 
Industries 

19 1 72 - - NA 270 days 

Amtek Auto - 5 - 225 266 357 848 days 
liquidation 

Bhushan P&S - 2 57 391 NA NA Still under NCLT 

Bhushan 
Steel 

23 0 73 205 - 285 285 (9.8.18) 

Electrosteel 
Steels 

- 0 68 - 255 265 265.(17.4.18) 

Era Infra - - 97 NA NA NA 861 

Engineering       3.3.19 

ESSAR Steel - 14 65 - NA NA 23.3.19(841 days) 

JAYPEE 
Infra 

- 1 79 - - NA 
14.1.19 (under 
liquidation) 

Jyoti 
Structures - - 51 - NA NA  

Lanco Infra - 3 103 260 269 399  

Monnet Ispat - 7 65 228 - 358  

Actual 
average 

24 4 70 261 270 333  

1- NA indicates ‘not applicable’. It indicates that the case has not reached this stage in the process. 
2- -indicates that the timeline date is not available. 

Source: Watching The IBC: Lessons from the RBI-12 Cases Bloomberg Quint Opinion September
24, 2018.
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A look at these stressed account after 3 years reveals that the resolution plan in respect of seven
corporate debtors (CD) have been finally approved and liquidation order have been passed in respect
of two CDs. Further, due to failure of implementation of approved resolution plan in respect of one CD
(Amtek Auto Limited), again the liquidation process has restarted. Thus, the corporate insolvency
resolution processes (CIRP) in respect of 3 CDs and liquidation in respect of 2 CDs are ongoing.

TABLE 7: Twelve Large Accounts:

Name of Corporate 
Debtor 

Claims of Financial Creditors Dealt Under 
Resolution 

Realisation by 
all Claimants 
as a 
percentage 

Successful 
Resolution 
Applicant Amount 

Admitted 
Amount 
Realised 

Realisation as 
Percentage of 
Claims 

Of Liquidation 
Value 

Completed 
Electrosteel Steels 
Ltd. 13175 5320 40.38 183.45 Vedanta Ltd. 

Bhushan Steel Ltd. 56022 35571 63.5 252.88 Bamnipal Steel 
Ltd. 

Monnet Ispat& 
Energy Ltd. 11015 2892 26.26 123.35 

Consortium of 
JSW and AION 
Investments Pvt. 
Ltd. 

Essar Steel India 
Ltd. 49473 41018 82.91 266.65 Arcelor Mittal 

India Pvt. Ltd. 

Alok Industries Ltd. 29523 5052 17.11 113.96 

Reliance 
Industries Ltd. JM 
Financial Asset 
Reconstruction 
Company Ltd. 
JMFARC-March 
2018-Trust 

Jyoti Structures 
Ltd. 7365 3691 50.12 387.44 

Group of HNIs led 
by Mr. Sharad 
Sanghi 

Bhushan Power & 
Steel Ltd. 47158 19350 41.03 203.39 JSW Ltd. 

Under Process 
Amtek Auto Ltd. CIRP re-commenced 
Era Infra 
Engineering Ltd. Under CIRP 

JaypeeInfratech 
Ltd. Under CIRP 

LancoInfratech Ltd. Under Liquidation 
ABG Shipyard Ltd. Under Liquidation 
 

Source: Insolvency and Bankruptcy News IBBI, Sept-Dec.  2019 issue. Vol 13
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It is found from the above  study that seven out of twelve corporate debtors have been successfully
resolved and there is continuation of business. It is futher observed that the average realisation as
Percentage of Claims is 45.89 percentage which is much better than under the previous laws.The
realisation by all Claimants as a percentage of liquidated value (the price of an asset when it is allowed
insufficient time to sell in theopen market. It is typically lower than fair market value. The seller is
under extreme compulsion to sell) is about 221%. (IBBI 2020)

The average days taken for resolution, excepting in one case, is more than the mandated days of
270 days. In three cases it has taken more than 800 days and three cases are still under CIRP.  This
shows there are still some unresolved issues in the code which need to be addressed to make IBC
effective.  According to the Insolvency and Bankruptcy Board of India (IBBI) data, till September
2019, 156 CIRPs have yielded resolutions and the average time taken for resolution, including the time
excluded by the adjudicating authority (AA) is 374 days; if the time excluded by the AA is considered
then the average time taken would stand at 347 days. Either way, the time taken for resolution is more
than the government’s revised deadline of 330 days.

Table 8. Overall Corporate Insolvency Resolution Process

Quarter 
CIRPs at the 
beginning of the 
Quarter 

Admitted 

Closure by 
CIRPs at 
the end of 
the Quarter Appeal/Revie

w/Settled 

Withdrawal 
under Section 
12A 

Approval of 
Resolution 
Plan 

Commencement 
of Liquidation 

Jan-Mar, 2017 0 37 1 0 0 0 36 

Apr-Jun, 2017 36 130 8 0 0 0 158 
Jul-Sept,2017 158 235 18 0 2 8 365 
Oct-Dec,2017 365 144 40 0 7 24 438 
Jan-Mar,2018 438 196 21 0 11 59 543 
Apr-Jun,2018 543 250 22 1 14 52 704 
Jul-Sept,2018 704 242 32 27 29 87 771 
Oct-Dec,2018 771 276 10 39 18 82 898 
Jan-Mar,2019 898 376 35 22 20 86 1111 
Apr-Jun,2019 1111 300 22 24 27 95 1243 
Jul-Sept,2019 1243 565 23 18 32 153 1582 
Oct-Dec,2019 1582 561 14 4 30 134 1961 
Total NA 3312* 246 135 190** 780 1961 
 

Source: IBBI Newsletter Dec 31,2019
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Table 9. Clogging the Process (in Days)

Status of CIRPs No. of CIRPs 
> 270 days  635 
> 180 days ≤ 270 days  247 
> 90 days ≤ 180 days 537 
≤ 90 days 542 

Source: IBBI Newsletter Dec 31,2019

Table 10: CIRPS Orders for Liquidation

Sate of Corporate Debtor at the Commencement of CIRP 
No. of CIRPs initiated by 
FC OC CD Total 

Either in BIFR or Non-functional or both 215 249 97 561 
Resolution Value ≤ Liquidation Value 263 295 102 660 
Resolution Value > Liquidation Value 57 31 26 114 

Source: IBBI Newsletter Dec 31,2019

It is observed that the cases admitted by NCLT have grown at exponential rate. During April-June
2017, (in the initial days of IBC) there were only 36 cases admitted   but it is found that 561 cases were
admitted during October 2019 to Dec.2019. This is a rise of 15 times. But the rate of resolution of cases
is far behind therateof admission of cases at NCLT. This is evident from the fact that, against admission
of561 cases during last quarter of 2019, only 30 were resolved, 134 were liquidated, 246 have been
sent to Appeal/review/settled. Further looking at the numbers of disposal from the beginning of IBC,
60% cases are still under CIRP and More than 20% of cases admitted so far have already crossed the
initially mandated period of 270 days.

Table 11. India’ Relative in Insolvency Ranking

Parameter  India  South Asia OECD High Income 
Resolving Insolvency Rank 52 104 28 
Resolving Insolvency Score (0-100) 62 40.8 74.9 
Recovery Rate (Cents on the Dollar) 71.6 38.1 70.2 
Time (Years) 1.6 2.2 1.7 
Cost (% of Estate) 9 9.9 9.3 
Strength of Insolvency Framework Index (0-16) 7.5 6.5 11.9 

Source: World Bank’s Doing Business Report 2020
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The Big Picture: According to National Judicial Data Grid (NJDG.2018), the backlog of cases in
different courts in India is touching 3.3 crore. While 2.84 crore cases are pending in different subordinate
courts, the backlog which are clogging the High Courts and Supreme Court is 43 lakh and 57,987
cases, respectively. Of all the pending cases, 60% are more than two years old, while 40% are more
than five-year-old. In the Supreme Court, more than 30% of pending cases are more than five years old.
In the Allahabad High Court, 15% of the appeals have been pending since 1980s1. This is sufficient to
understand the judiciary eco- system of India. This is important because the insolvency resolution is
basically a judiciary process.  In a globalised economy, when the best economies of the world have an
insolvency resolution period of less than one year, the longer process of judiciary proceedings will
push the India downward in DB. All the previous laws were a kind of open-ended approach without
much of importance of time-bound resolution.  The major drawbacks of the previous laws are well
evident from the fact that 70,000 cases are pending in the Debt Recovery Tribunal involving more than
five lakh crores of rupees which has recently gone up to more than 1 lakh cases.

The bigger question here is that can IBC2016 be different from the previous Insolvency Acts? Can
it be different from the usual long litigation and delay that happens in Indian judiciary system? Can the
mandated 330 resolution period be really achieved?

Challenges for Effective Working of IBC: It is evident from the above analysis that the time
taken to resolve insolvency is critical as it has a direct impact over the percentage of recovery of the
debts from the corporate debtor. A major challenge to the resolution process under the IBC is clogging
of the 27 NLCT benches functioning around the country. There are various reasons for chocking the
CIRP. The main reasons are:

i. Due to market disruption there is a rising financial stress on the corporates leading to more
cases under IBC.

ii. A low threshold (the default of Rs 1 lakh) for the IBC process are attracting a greater number
of operational creditors to file cases under IBC.

iii. Lack of enough judiciary and technical personnel in NCLT
iv. Lack of adequate information asymmetry as resolution applicants often do not have complete

information.
v. Delays caused by multiple appeals and contradictory verdicts at different levels.
Strengthening of the Institutions: One of the major findings of this paper is that it is essential to

strengthen the institutions associated with the CIRP for effective and timely disposal of insolvency
cases. The institutionswhich needs to be strengthened are:

1. Insolvency and Bankruptcy Board of India. ((IBBI)
2. National Company Law Tribunal. (NCLT)
3. Insolvency professionals (IP)
4. Information Utilities. (IU)
1. IBBI: is the main regulator and is entrusted to implement the Insolvency and Bankruptcy Code

in the country.  IBBI also ensures that the resolution is made within the mandated time to get maximum
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gain from debtor’s assets to pay off the creditors. It handles the cases using tribunals i.e. NCLT and
NCLAT IBBI is also responsible for creating information utilities.  The IBBI is constituted by ten-
member committee which includes one chairman, three members from central government, one member
is nominated by RBI   and five members are nominated by Central Government The main challenges
before IBBI is to ensure the resolution within the mandated time. So, strengthening all the institutions
involved in the process i.e. NCLT, appointment of enough number of IPs and ensuring information
utility services are the major challenge before IBBI.

2. NCLT:  Presently there are sixteen of benches of NCLT including the principal bench. There
are 18 judicial members and 7 technical members. The experts are afterview that there should be at
least 64 members in the NCLT for handling increasing number of cases. As per the data provided by
National Company Law Tribunal (NCLT), 19771 cases were pending with NCLT benches ason
30.09.2019, out of which 1961 cases were filed under IBC 2016. So, with huge number of pending
cases in NCLT, the increase in number of both judiciary and technical members must be increased
substantially. Some also argue that a higher threshold limit for filing under IBC from the current level
of Rs 1 lakh maybe increased to regulate the number of cases.

3. Insolvency Professionals (IP): The IPs form a crucial pillar for timely functioning as well as
credibility of the entire edifice of the resolution process under IBC. The role of IPs encompasses a wide
range of functions, such as  identification of the assets and liabilities of the defaulting debtors, its
management during the insolvency proceedings, preparation of the resolution proposal, implementation
of the solution for individual resolution and  negotiation of deals as well as distribution of the realisation
proceeds under bankruptcy resolution. Since IPs are one of the most important pillars of the
implementation of IBC, they need continuous hand holding   support from insolvency professional
agency (IPA) who gives the registration to the IPs. IBBI, so far has recognised three IPAs i.e. Indian
Institute of Insolvency Professionals of ICAI, ICSI Institute of Insolvency Professionals and Insolvency
Professional Agency of Institute of Cost Accountants of India. There are now 2915IPsregistered with
these IPA till December,2019.  Sharing the experience, one of the IPs told the author that it is a lonely
fight of IPs without the support of IBBI and IPA. They need to guide the IPs as the they are all individuals.
The IPs feel sometimes harassed by the corporate debtors. Even if there is a non-cooperation clause in
the IBC to face such kind of CDs but there are sometimes grey areas where the IPA should come and
handhold the IPs for the smooth functioning of IBC.’

4. Information utility (IU):  Presently there is only one organization functioning as National e-
Governance Services Ltd. (NeSL) This is a professional organization, registered under section 210 of
IBC to provide authenticated information of debts and defaults of debtors. A major roadblock in the
resolution process under IBC is the lack of information regarding the assets, the list of claimants, contracts
are in operation of the CD and also on the financial transactions of the lender under one roof. The
Information Utility aims at providing relevant and authentic information to IP, NCLT and all other
involved in the resolution process. IU is expected to play a key role in sharing financial information of
the users helping the lenders in taking the informed decision and it would also make CD cautious as the
financial information is available with the utilities. But the major challenge is the getting authentic
information from the CD, financial creditors and operational creditors Mostly there is a resistance from
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CD, particularly regarding the contracts and other assets and liabilities associated with the CD. Sometimes
both CD and FI are resistant for the risk of exposure to data piracy and data theft.

Findings:
The study strongly suggests that timely resolution of insolvency cases leads to a better recovery of

debts across all countries of the world. It is found that when time taken for insolvency resolutions is
less, recovery of debt is more and vice versa is the case. So, the resolution process must be made
speedier which is the very purpose of the regime.

It is found from the study that seven out of twelve large accounts have been successfully resolved
and there is a continuity of business. The average realisationasapercentage of claims areapproximately
45 percentage which is much better than under the previous laws. The realisation by all claimants as a
percentage of liquidated value is about 221%.The average days taken for resolution excepting in one
case is more than the mandated days of 270 days. In three of these cases, it has taken more than 800
days and three cases are still under CIRP.  This shows there are still some unresolved issues in the code
which need to be addressed to make IBC effective.

The number of cases admitted by NCLT have grown at an exponential rate. But the resolution of
cases has not been able to keep up at desired pace. This is evident from the fact that, against admission
561 cases during last quarter of 2019, only 30 were resolved, 134 were liquidated, 246 have been sent
to appeal or review. Further looking at the nos. of disposal from the beginning of IBC, 60% of the cases
are still under CIRP. More than 20% of cases admitted so far have already crossed the initial mandated
period of 270 days.Therewere total numberof 19,771cases pending with NCLT benches as on 30.09.2019,
out of which 1961 cases were filed under IBC 2016.GoI must strengthen the institutions such as IBBI,
NCLT, IP and IU to make IBC really effective in long run.

The major reasons for rise in the case are due to market disruption leading to financial stress, a low
threshold (the default of Rs 1 lakh) limit for the IBC process, lack of sufficient number of judiciary and
technical personnel in NCLT and lack of adequate information services.

Conclusion:
The IBC 2016 is conceived to be a game changer code for insolvency resolutions in India. IBC for

the first time in the insolvency resolution process seeks proactive engagement with all stake holders
such as financial creditors, operational creditors, employees as well as the promoters. The main objective
of faster insolvency resolution and value maximization of corporate person and other business entities,
to promote entrepreneurship, availability of credit and balance the interests of all the stakeholders is
being realised to an extent. There is a visible change in perception now among the corporates, investors,
financial and operational creditors. The government is also largely contributing by bringing in timely
changes through necessary amendments to the code. It must also contribute further by way of
strengthening of all institution involved in the process. An eco-system must be created where competent
people must come and contribute to make sure that the process is completed on time. Otherwise, it will
meet fate of all previous laws relating to insolvency.
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ABSTRACT
Ports are the gateways for global trade and are crucial to economies around the world. But there

are also major sources of ship pollutions, vehicle emissions, dust, and noise which leads to Air and
Water pollution. Ports are often close to heavily populated urban areas exposing millions of populations
to pollution. Ports contain shipping vessels, powered machinery which runs on heavy fuel results in
elevated emission. The trucks supplying the materials in and out of the port also causes air and water
pollution like dust, smoke, and particulate matter. Air and Water pollution causes severe respiratory
problems, cardiovascular diseases, lung cancer, and premature death also. So, here the researcher
took two components i.e. “Awareness about Air & Water Pollution”, and “Challenges on Air & Water
Pollution” and collect the opinions from the 336 public persons who are from surrounding areas of
PPT. He analyzed it with some demographic factors by using regression analysis.

Keywords:Corporate Environment Responsibility (CER), Paradip Port Trust (PPT), Air, Water
Introduction:

Corporate Environment Responsibility (CER) is a modern idea/form of business-to-environment
cooperation. Environmental sustainability measures strategically take care of present as well as future
interest. The environmental responsibility of the corporation is comprehended as an extra-sensitive
engagement and significant contemplation since it regulates and directs the achievement of sustainable
practices. It also enables all living things in the Air and Water to share their distilled freedom of expression
and wellbeing in an equal part.The entire universe is scattered with an understated system of unseen
threads and every little vibration counts the gory of damage.

According to UNEP1, “Environmental pollution is one of the sternest and grave problems facing
humanity and other living beings today”. Air pollution globally destroys 3.5 million people’s lives a
year. A. Pruss-Ustun and C. Corvalan, (2006)2 told that “it is also possible to estimate an expected 24%
of total sickness and 23% of demises owed to ecological causes around the world”. As per EPI3, India
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2. Professor & Dean, FMS, Sri Sri University, Email:ss_pasumarti@yahoo.co.in Mobile:93481 45068
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has done very poorly on the environmental performance index and ranked out of 178 countries as
155thcountry. Chetan Chauhan (2011)4 said it was valued little, and initiate to be the world’s 7thecologically
dangerous nation. Ecological deprivation charges India around $80 billion a year, almost 6% of GDP
(Victor Mallet, 2013)5. It also has the worst air pollution in the world and has 13 of the twenty utmost
contaminated towns amongst the large markets. Ecological contamination stands a major problem both
globally and in India.

A port is simply a place of transfer through the water at which products are moved through one
means of transportation to another. During the context of increased global economy ports are
progressively undergoing transition land/sea functionalities to full providers of the logistics network.
This ensures ports have experienced many obstacles due to uncertain environmental changes and
irregularities in the shipment, storing, and supply chain businesses.The extent of destruction and
dysfunction the company is doing at a specific location negatively impacts the natural world and the
ecosystem’s transboundary effect. The running of water and the flowing air knows no boundaries. For
example, in 1984 Bhopal Gas Tragedy caused the deaths of people regarding corporate irresponsibility;
even 30 years of community movements can’t fix the perpetual misery of health and terrifying demise
and dreary subsequent dirge. There are many cases of company indifference that have caused significant
harm to the environment and human life.Such examples demand study focus on a critical issue such as
Corporate Environment Responsibility (CER) in the Ports.

Corporate Environment Responsibility relates to the sustenance of environmental sustainability
and ecological balance i.e. maintain quality Air, Water, Land, Aquatic animals, Flora fauna of the ocean,
etc. Generally, CER practices are like planting trees, sustainable use of resources, life cycle process,
renewable use of energy, recycling, green management, use of state-of-art technology, etc. are also
necessary for corporate to improve upon. Here the researcher takes Air and Water elements from the
total CERpractices particularly in the Paradip Port Trust and reviews it with related literature in the
following sections.
Air and Water Pollution:

Pollution including greenhouse gas emissions, acid deposition, water pollution, waste management
is considered as public health problems. Generally, elderly people, children, and pregnant women are
more prone to health issues. Long term exposure to the pollutants causing permanent health problems
in humans. Exposing to air pollutants causing severe breathing problems, exposure to hazardous waste
causes skin problems and some of the pollutants are even carcinogenic. Drinking polluted water causes
infectious diseases in living organisms.
Air and Water Pollution at PPT:

The port areas are highly polluted. Ships release 70% of the emissions within 400km of land with
the wind carrying them shoreward. Ship generated emissions are often the chief source of air pollution
and water pollution. Industrial activities at port areas and truck traffic are the major sources of air
pollution. Shipping vessels use heavy fuel oil and produce high pollution. Ports handle huge amounts
of bulk materials e.g.: foodstuffs, fertilizers, and these materials in dry and windy conditions cause dust
drifting into neighbouring areas. Ports face the challenge of maintaining water quality. Activities such
as boat repair, transportation, terminal operations, cargo handling, and storage all have a potential impact
on water quality. Due to changes in water quality, marine habitats can’t survive and they move to other
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places. Apart from the port activities, the domestic waste from the residential areas will also be released
into the sea which also has an impact on the quality of water.
Review og Literature:

Paradip is situated uniquely of twelve Odisha Industrialized Areas. Much of Odisha’s large-scale
factories are bright6. Both sectors in Paradip stand comprehensive and category red. Paradip area is the
natural home of fauna & flora. Nadiya Chand Kanungo (2013)7expressed that “This area of biodiversity
has been affected by the large-scale destruction of mangrove forests and vulnerable environmental
conditions caused primarily by rapid industrialization.”

“The survival of Hilsa fish and Olive Ridley has also been adversely impacted by industrialization.
The Paradip Port area is the place where horseshoe crabs mating and nest. A rare species of frogs
named F.cancrivora are also seen in this area. If adequate safety measures for the survival of these
creatures are not taken then they are exposed to industrial pollution.”8

K.O. Konhauser(1997)9 “Few factories contribute tremendous amounts of wastewater or agricultural
effluent polluting the Mahanadi River at the Atharbanki Creek confluence.”

“Fertilizer industry extracts (Paradip Phosphates Limited) in the form of gypsum waste threat
(calcium sulphate), are stored in the gypsum pool. Gypsum pond management needs to be performed
correctly or the negative effects would affect stakeholder lives. When heavy dumping happens, the
polluted water brings to a large degree pollutes the water source” (Manipadma Jena2008)10.

According to Orissa State Pollution Control Board11 “The fluoride content in the test wells exceeds
the permissible limit, whereas the groundwater quality outside the plant area is within the required
drinking limit.”

 K. Venugopala Rao (2000)12 said that “The amount of Suspended Particulate Material (SPM) here
is very troubling and beyond the defined requirement since a significant quantity of container dust in
the port area is widespread. So the industry’s Corporate Environmental Responsibility at Paradip raises
questions about their commitment to society and the environment”.

Claudio Comoglio& Serena Botta (2012)13 expressed that “Empirical research finding on
Environmental Sensitive Management (ERM) shows that performance enhancement and cost savings
are interrelated and also introduces a firm’s attention to improving environmental efficiency. Other
CER’s self-motivating activities like life cycle thinking, green attitude, and commitment to self-
regulation”. The opponents, who accept external forces as the driving force for successful enforcement
of CER, stress competition from creditors, regulatory authority, customer expectations, and intervention
from civil society etc. (Melanie Beth Oliviero and Adele Simmons, 2013)14.

Ports show a major part in many ways in the growth of nations’ economies and areas (Chang et al.,
2014)15. Because ports are worth generating supply chain centers (Robinson, 2002)16and an essential
portion of the business series scheme, their relevance develops far more critical for port operators.

Port authority in a nation thus needs wide-ranging legislation to ensure that ports are operated
efficiently, and ports support their customers and the interests of the public. Governments around the
globe use privatization and port governance strategies to ensure that ports consumers gain reliable and
cost-effective infrastructure and eventually make a full public profit (Baird, 2002)17.
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Ports and their officials are critical portals for economies of nations, just as the global maritime
market as a whole positions national and international expansion at a very central role in global
economics. Without it, transferring manufactured goods and equipment from the developed Western
world via the supply chain to the consumer markets of developing countries becomes
difficult(Chrizanosky, A., 1985)18.

From the above, all literature review researcher understands the importance and need for environmental
sustainability especially in the Ports. So, he decided to study the possibilities through Corporate Environment
Responsibility (CER) to maintain environmental sustainability and ecological balance in the Paradip Port
Trust (PPT). According to these in the cognizance and its significance, he takes two elements from whole
CER i.e. Air & Water, and developed the below research objectives for the study.
Objective of the Study:

• To identify the Air & Water quality parameters of Corporate Environment Responsibilityand
their impact on Environmental Sustainability in Paradip Port Trust.

• To suggest ways and means improve Air & Water quality for better efficiency of Paradip Port Trust.
Air and Water Management in PPT:

In Paradip Port Trust they gave more importance to environmental sustainability. For maintaining
ecological balance they prepare Environmental Management Plan (EMP) which was explained detailedly
in the following sections.

Environmental Management Plan (EMP) of PPT:
A significant key to ensuring a harmless and hygienic atmosphere or climate is the Environmental

Management Plan (EMP). Without a strategic strategy to ensure its correct execution and operation, the
expected outcomes from the environmental protection steps included in the project can not be
achieved.The detailed EMP method is shown in the below figure.

Fig. 1: Environmental Management Planning process in PPT

EMP was prepared to tackle these concerns as:Measures to monitor emissions/minimize the negative
impacts incurred during the project’s building and service process. Description of management plans
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such as air quality control devices/measures, use of treated effluents, plan for the disposal of solid
waste, etc. Establishments identified or recommended for implementation of the EMP. Per the project
management plan to be conducted for expenditure on environmental conservation initiatives and the
EMP bill. The EMP shall be prepared for the project’s construction and operational phases also.
Environmental Management for PPT Construction Phase:

The change in land use, however, and any associated flora loss, is definite. Modern equipment to
be implemented for emission management through the implementation process of a project, anytime
and where appropriate. Port site planning and construction on a vacant area of the Paradip Port complex
shall be undertaken.

• Air Environment: The major source of air pollution is increased vehicular movement
during the phase of project construction. Consequently, mitigation measures are
recommended following: In arid climate time, the dust disturbance caused by earthworks,
leveling, and transport operations (vehicle movement) must be controlled by water
sprinkling (dust removal). All equipment used in port building for containers, tugboats,
barges, launches, etc. shall be adequately managed for maximum fuel consumption and
air pollution mitigation. The daily sprinkling of water to be performed on the building
site for dust clearance. Appropriate plant species need to be cultivated within and around
the planned project site.

• Water Environment: Effect on surface water can be attributed to non-point sewage release
during construction period produced at the project site/campsite from the building workforce
stations. Therefore the demand for water and the supply of wastewater would be very low.
Provide adequate sanitation services for the construction workers. Sanitation services should
be made available for worker-generated sewage removal according to OSPCB guidelines.The
negative impacts of construction activities can be reduced by proper dig up equipment, silt
curtains, etc. Beach erosion may be avoided by proper consideration of the steepness of the
dredging slope and the shoreline divergence.Containers used for building purposes should
be removed from their buoyancy or ballast into the water body, but the same should be
discharged from the available ballast water treatment facility at the Paradip port.

Environmental Management for During PPT Operation Phase:
a) Air Environment: Preventive servicing of valves and other devices should be routinely carried

out. At the design stage, near installations will be designed to reduce workplace hydrocarbon exposure.
Continuous monitoring of the ambient air and monitoring of the workplace should be carried out regularly
under the guidelines of OSPCB/CPCB.

Monitoring functions are like, Ambient air quality checking posts would be arranged;Given the
proximity of the Paradip terminal, SPM, RPM, etc. should be continuously monitored to create the
database of ambient air quality; Meteorological parameters should be tracked. Testing at sites where
traffic emissions are high for external criteria, HC and Pb;PM10 and CO testing will be done periodically,
as these emissions directly impact the respiratory system; It is recommended that fugitive emissions
from welding and painting operations resulting in PM-10 particulates (RPM) and VOCs be minimized
at the open space and around potentially pollution sources inside the PPT.
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b) Water Environment: Sewage sludge from the dwelling house and sanitary use activities should
be treated and used for planting inside the port and premises of Paradip.Sewage treatment plants should
have an equalization tank with sufficient size to ensure consistent discharge into sewage treatment
plants.Appropriate housekeeping would be implemented to avoid spillage and polluted surface runoff
from running into stormwater drains.The prospect of recovery and reuse of the effluent by water
management initiatives should be researched and implemented.A stormwater control system will be
designed and installed in and near the areas allocated for processing material to prevent polluted surface
water and heavy metals from entering, infiltrating, and draining.
CER Initiatives in Paradip Port Trust:

According to Corporate Environment Responsibility, in PPTthe tasks and procedures are
ecologicallybalanced and dedicated to maintaining healthier and eco-friendly activities.The Port engaged
in several Green Port initiative activities/schemes. They are – After super-cyclone 1999 PPT planted 8
lakh trees in 250 hectares. Around the Port and township every year they planted one lakh trees. PPT
has provided 3kms long net barricade with a height of 12ZAqmtrs in the edge of the forbidden area for
eradicating air pollution that occurred by coal & iron ore dust.

To Reduce greenhouse gasesPPT developed various Parks, Gardens, and Nurseries in and around
the township.They check from time to timeand maintain the pollution level within the permissible limit.
For Water Management,through the Taldanda canal, the port fulfilled its water demand of 5.8 MLD.
For settling dust/silt etc. PPT constructs three resolving ponds and another three are under construction
of the capacity of 2 MLD two and one 2.5 MLD. Besides that, an Effluent Treatment Plant in the
Hospital premises is also under construction. Irrigation of port greenbelt and dust suppression will be
done by treated water. For rainwater harvesting structure PPT already invested Rs.0.29 crores. For Spill
management, PPT is adequately furnished through oil spill retort equipment and its controlling plan. It
is well-organized to switch any oil spill substitute.

These are all the different CER initiatives to control the Air and Water pollution and maintain the
Quality Air and Water in and around the PPT.

Methodology:
Primary data:Total population in Paradip is 68,585. Out of which persons having minimum

awareness on environmental impact around 80% of 49786 adult population is 39830 (approximately).
Thus, the sample size considered for this study based on the formula i.e., people who participated in the
survey are 336.

i) Sample Size Formula:
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With a population of 39830 assuming a 90% confidence interval with 5% precision level and with
estimated variation in the population assumed 50%(0.5). The response rate observed from the pilot
study is 80%.  Thus, the sample size obtained from the population is approximately 336 (which was the
actual sample size considered for the present study for the General Public questionnaire).The researcher
has considered all the categories of the respondents by considering above 18yrs of age respondents by
covering both the genders with different marital status. Also, the researcher considered different years
of stay in Paradip, different educational backgrounds, different types of respondents (Skilled and
Technical) as well as different primary activities of the respondents.The researcher, on completion of
the pilot study, has collected the required data using schedule, interview, and observation methods.

a) Scoring and Measurement of Variables:The multiple elements in the Questionnaire represent
specific scale factors, i.e. variables linked both to the dependent variable and to the corresponding
variables are given on a 5-point Likert pattern. Along with the numerical values assigned to them for
calculation purposes, the five answer groups are: Strongly Agree (5), Agree (4), Positive (3), Disagree
(2) and Strongly Disagree (1). Since the test used a five-point scale, average scores of 3 and above
suggest a mild propensity to this dimension and scores above 4 mean that there is a greater degree to
this dimension.

b) Data Interpretation:An effort is made to examine and consider the opinions of the survey
respondents in Delhi NCR regarding Organizational Leadership for Progress in the ICT Industry.

They feed the data to the machine. Tabulations and empirical tests were carried out using SPSS
(Statistical System for Social Sciences) version 16, MINITAB version-18, and Microsoft Excel 2010
for statistical measures such as basic percentages, normal mean values anomalies, etc. The student t-
test is conducted to assess the relevant mean discrepancy between the respondents’ two groups, such as
Sex. When more than two groups have been performed ANOVA tests to determine the major difference
between groups such as age, employment, profession, monthly income, monthly savings, and total savings
spent. The ANOVA analyses and T-tests are carried out using the multiple linear regression model,
based on the relevant findings found for the independent variables in each aspect of the current subject.

Regression analysis was carryforward by taking the dependent variables as dimensions related to
all the dimensions of all the three questionnaires with the demographic variables(Age, Years of stay in
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Paradip, Qualification, and Primary Activity). Data is verified with Normal assumptions. The response
given by the authorities follows the normal distribution. So, for this data student-tests performed for
the demographic variables age and qualification to know the difference in the opinion of the authorities
belonging to different age groups as well as different qualifications. For this non-normal data, Kruskal
Wallis tests were administered to know the significant difference in response among different categories
of the respondents by their respective age group, by their educational background, by their primary
activity and by their years of stay at Paradip on all the significant aspects related to the present research
based on the significant level(5%) observed from the regression analysis. The significance level is
considered 5% (P-value< 0.05) for all the statistical tests.

Secondary Data:The researcher has collected the information from various published sources about
the Corporate Environmental Responsibility in Ports. He collected huge information on Paradip Port
Trust from various libraries, internet, Government policies, Acts, etc.
Data Analysis:

Here the researcher took two components i.e. “Awareness about Air & Water Pollution”, and
“Challenges on Air & Water Pollution”with nine statements and collect the opinions from the 336 public
persons who are from surrounding areas of PPT and analyzed it in the following tables. He also compares
the results with demographic factors.

Awareness about Air & Water Pollution:
Here the researcher collected the opinions on the different statements of “Awareness about Air &

Water Pollution” from sample Public and depicted it in the following table.
Table 1: Opinion of the respondents on “Awareness about Air & Water Pollution”

 

Q. 
No. 

Awareness about Air & Water 
Pollution 

SDA DA N A SA Mean % 
Score 

1. Paradip Port main roads, inside 
port areas, and port residential 
areas are free from Trash, no 
dust accumulation on roads, no 
dust pollution, no unwanted 
smell, etc. 

129 
(38.4%)

132 
(39.3%) 

24 
(7.1%) 

47 
(14%) 

4 
(1.2%) 

2.0 25.1 

2. Paradip port is taking the 
necessary precautions to control 
the pollution. 

5 
(1.5%) 

137 
(40.8%) 

136 
(40.5%)

49 
(14.6%)

9 
(2.7%) 

2.8 44.0 

3. Air quality levels in Paradip are 
under safe limits. 

102 
(30.4%)

173 
(51.5%) 

37 
(11%) 

19 
(5.7%) 

5 
(1.5%) 

2.0 24.1 

4. Very good quality of drinking 
water available at Paradip. 

68 
(20.2%)

205 
(61%) 

33 
(9.8%) 

24 
(7.1%) 

6 
(1.8%) 

2.1 27.3 

5. PPT, Central, and State 
governments are already taking 
preventive measures to control 
air pollution? 

12 
(3.6%) 

90 
(26.8%) 

139 
(41.4%)

88 
(26.2%)

7 
(2.1%) 

3.0 49.1 
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Analysis of the statements:
1. Regarding the statement “Paradip Port main roads, inside port areas and port residential areas

are free from Trash, no dust accumulation on roads, no dust pollution and no unwanted smell,
etc.” 39.3% of the respondents disagree, 38.4% of the respondents strongly disagree and only
1.2% of the respondents strongly agree to the above statement. The percentage score of the
above statement is 25.1 which indicates most respondents are in a negative opinionon the above
statement.

2. When analyzed among the public in Paradip that “The Paradip port authorities are taking the
necessary precautions to control the pollution, 40.8% of the respondents disagree, 40.5% of
the respondents have a neutral opinion and less than 20% of the respondents have a positive
opinion. The percentage score of the above statement is 44 which indicates almost half of the
total respondents are positive on the statement, others are in negative opinion, some individuals
may not have any awareness,  and some may feel fear to express their views.

3. Regarding the statement that “Air quality levels in Paradip are under safe limits”, more than 3/
4thof the total respondents responded negatively and less than 10% of the total respondents
agree. The percentage score of the above statement is 24.1 which means most of them are in an
opinion that air quality levels in Paradip are not under safe limits.

4. Regarding the statement that “Very good quality of drinking water available at Paradip”, 61%
of the respondents disagree, 20.2% of the respondents strongly disagree, 9.8% of them have a
neutral opinion, 7.1% of them agree and remaining 1.8% of the respondents strongly agree to
the above statement. The percentage score of the above statement is 27.3 which means most of
them are in the opinion that a very good quality of water is not available at Paradip.

5. When analyzed among the public in Paradip whether “PPT, Central, and State government are
already taking preventive measures to control air pollution”, 41.4% of the respondents have a
neutral opinion and only 2.1% of the respondents strongly agree to the above statement. The
percentage score of the above statement is 49.1 which indicates most of the respondents are
not having a clear opinion on this statement.

Regression Analysis:Awareness about Air & Water Pollution vs. Age, Years of Stay in Paradip,
Qualification, Primary Activity.
Table 2:Model Summary of “Awareness about Air & Water Pollution” vs. Age, Years

of Stay in Paradip, Qualification, and Primary Activity

S R2 R2(adj) R2(pred) 
0.629757 49.31% 48.21% 45.61% 

The R2(Adj) value is below 60% which concludes that the data is not a good fit for the multiple
linear regression. The R2 value explains that the categorical/demographic variables(Age, Years of Stay,
Qualification, and Primary activity) explain around approximately 48% of variation on the factor
“Awareness about Air & Water Pollution”.
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Table 3:Coefficients of “Awareness about Air & Water Pollution” vs. Age, Years of
Stay in Paradip, Qualification, and Primary Activity

Term Coef SE Coef T-Value P-Value 
Constant 1.286 0.199 6.45 0.000 
Age 0.01639 0.00426 3.85 0.000 
Years of Stay in Paradip 0.00022 0.00566 0.04 0.969 
Qualification -0.0064 0.0309 -0.21 0.836 
Primary Activity 0.1648 0.0426 3.87 0.000 

The p-value of the demographic factors like Age(0.000) and primary Activity (0.000) plays a
significant role in the response given by the public on the dimension “Awareness about Air & Water
Pollution”.  For these variables, further Kruskal Wallis tests were carry forwarded to know which category
of age group and which category of primary activity public are opined more positively on this aspect
when compared with other categories of the public. Whereas other demographic variables like Years of
stay in Paradip and Qualification do not show any significant impact on “Awareness about Air & Water
Pollution”.

Table 4: Comparison of public opinion on Awareness about Air & Water pollution
by their Age and Primary activity

Demographic Category N Median Mean 
Rank 

H-Value P-value Decision 

Age Below 30Yrs 83 2.2 170.7 23.64 0.000 Significant 
30-35Yrs 84 2.2 165.6 
35-40Yrs 82 2.0 131.8 
Above 40Yrs 87 2.6 203.8 

Primary 
Activity 

Business 24 1.9 91.3 19.11 0.001 Significant 
Government 
Service 

18 2.2 144.9 

Private 252 2.2 174.3 
Self 
Employed 

17 2.2 187.2 

Others 25 2.4 188.6 

The above table depicts the comparison of public opinion on Awareness about Air & Water pollution
by their age and primary activity. The median value(2.6) and mean rank(203.8) of the public whose age
group is above 40years are having significantly more awareness on Air & Water Pollution when compared
to other categories of age groups at a 5% level of significance.  The median scores are below 3.00
which further confirms that the majority of the public does not have more Awareness about Air & Water
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Pollution. Further, the public who were belonging to others category of the primary activity of their
work is having significantly more Awareness on Air & Water Pollution when compare with other
categories of primary activity as per the significant p-value(0.001) of the Kruskal Wallis test(19.11)
with 95% confidence level.

Challenges on Air & Water Pollution:
Here the researcher collected the opinions on the different statements of “Challenges on Air &

Water Pollution” from sample Public and illustrated it in the following table.
Table 5: Opinion of the respondents on “Challenges on Air & Water Pollution”

 

Q. 
No. 

Challenges in air and water 
pollution 

SDA DA N A SA Mean % 
Score 

1. Pollution is the major reason for 
illness in Paradip. 

0 
(0%) 

11 
(3.3%) 

23 
(6.8%) 

239 
(71.1%) 

63 
(18.8%) 

4.1 76.3 

2. Air pollution in Paradip is due to 
port operation, Vehicle moment, 
chemical, and oil factories.  

2 
(0.6%) 

14 
(4.2%) 

188 
(56%) 

132 
(39.3%) 

2 
(0.6%) 

4.3 83.5 

3. 
 

A public committee is required 
to review the pollution levels 
and take control measures to 
maintain the air quality levels in 
the PPT area.  

1 
(0.3%) 

16 
(4.8%) 

131 
(39%) 

142 
(42.3%) 

46 
(13.7%) 

3.6 66.1 

4. The air/water/noise pollution 
levels are increasing due to port 
handling activities or port-based 
industries. 

1 
(0.3%) 

5 
(1.5%) 

27 
(8%) 

196 
(58.3%) 

107 
(31.8%) 

4.2 80.0 

Analysis of the statements:
1. Regarding the statement that “Pollution is the major reason for illness in Paradip”, 71.1% of

the respondents agree, 18.8% of the respondents strongly agree, and only 3.3% of them disagree.
The percentage score of the above statement is 76.3 which indicates most of the respondents
are aware that pollution is the major reason for illness in Paradip.

2. Regarding the statement that “Air pollution in Paradip is due to port operation, Vehicle moment,
chemical, and oil factories”, more than half of the total respondents have a neutral opinion,
39.3% of the respondents agree and 4.2% of the respondents disagree with the statement. The
percentage score of the above statement is 83.5 which indicates most respondents have accepted
the above statement.

3. When asked among the public residing at Paradip whether “A public committee is required to
review the pollution levels and take control measures to maintain the air quality levels in Paradip
area”, more than 50% of the total respondents have a positive opinion regarding that statement,
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less than 5% of the respondents disagree and Percentage score of the given statement is 66.1
which indicates most respondents agree that a public committee is required to review the
pollution levels.

4. When people residing at Paradip were asked whether “The air/water/noise pollution levels are
increasing due to port handling activities or port-based industries”, approximately 90% of the
respondents agree and only 1.5% of the respondents disagree with the statement. The percentage
score of the above statement is 80 which indicates most of the respondents agree with the
above statement.

Regression Analysis: Challenges in Air &Water pollution vs. Age, Years of Stay in Paradip,
Qualification, and Primary Activity
Table 6: Model Summary of”Challenges in air and water pollution”vs. Age, Years of

Stay in Paradip, Qualification, and Primary Activity

S R2 R2(adj) R2(pred) 
0.473467 52.08% 50.90% 50.00% 

The R2(Adj) value is less than 60% describing that the data is not a good fit for the regression
analysis. The R2 value reveals that the categorical/demographic variables(Age, Years of Stay,
Qualification, and Primary activity) explain 51% of variation on the factor “Challenges in Air and
Water pollution”.
Table 7: Coefficients of” Challenges in air and water pollution”vs. Age, Years of Stay

in Paradip, Qualification, and Primary Activity

Term Coef SE Coef T-Value P-Value 
Constant 4.119 0.150 27.48 0.000 
Age 0.00277 0.00320 0.86 0.389 
Years of Stay in Paradip 0.00047 0.00426 0.11 0.913 
Qualification 0.0174 0.0232 0.75 0.454 
Primary Activity -0.0737 0.0320 -1.89 0.062 

All the independent variables like age, years of stay in Paradip, Qualification, and Primary Activity
do not show any significant impact on “Challenges in Air &Water pollution”. Since, the p-value of
these variables is greater than 0.05, the level of significance.  i.e., the public belonging to different age
groups, different categories of the year of stay, different educational backgrounds, and different categories
of primary activity are opined consistently at a 5% level of significance on the said aspect.

Conclusion:
Based on the above data, from the opinion of the public, it is evident that there is a decrease in the

quality of Air & Water at Paradip. PPT area is polluted with a lot of dust, smoke and the people residing
in that area are facing a lot of health issues. There is no good quality of water and food supplied to
those residents. Accumulation of dust, trash, and unwanted smell causes a nuisance to the public as
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well it also causes serious ill effects. The port authorities can use various technologies and prevent the
release of effluents into the sea and air. They should also take proper care of disposing of the waste.
Health care facilities should be provided as well the government should give high priority to the public
residing in those areas by giving them the best quality of food and drinking water to improve their
health conditions. It is the responsibility of the public to take care of themselves as well as the
environment.

Suggestions:
Frequent monitoring of Air and Water quality should be done and necessary measures should be

taken to improve the quality of air and water.The health care professionals should educate the public
and provide awareness among them regarding the safety measure to be taken and quality food that
should be taken to avoid the health issues that occur due to various kinds of pollution. The pollution
control board team can work on the environment and the changes that occurred due to pollution and
come up with long term measures. Board will meet at regular intervals to draw up a plan and ensure the
enforcement of various measures; Public and Port should go for planting trees in the surrounding
areas.Port should release domestic waste through proper channels and use recyclable or eco-friendly
materials.The authorities should take necessary control measures to prevent air pollution from ships
and improve air quality.
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Celebrity Endorsement and Overexposure: A Case
Study of “Brand Virat”

Dr. Kishore Bhattacharjee1 & Dr. Shiv Shankar Prasad2

ABSTRACT
This study aims to discuss whether the surge in continuous exposure of the celebrities as an

endorserof brandscould lead to overexposure and ultimately have an adverse effecton the brand value
or not.The current study has taken the Indian cricket captain, the youth icon Virat Kohli as the case.
The marketing experts are of the view that the growing number ofinvolvement of Virat Kohli, with
multiple brands can hamper the seriousness of the endorsement in the long run.This study adopts a
mixed method where an exploratory design (case study method) has been followed at the beginning to
explore the current status of ‘Brand Virat’ and later a descriptive study has been conducted to measure
the current status of the effectiveness of the celebrity as an endorser. The study was confined to the
urban areas of Bihar and West Bengal.To get the intended outcome, the components of ‘tri-component’
model of source credibility have been taken as the independent variables and the attitude of the customer
has been taken as the dependent variable. The results have been collated on the basis of response
obtained from 222 customers/potential customers exposed to the advertisements endorsed by Virat.
The resultof regression analysis indicates that, the rising popularity of a particular celebrity might not
guarantee effective brand positioning over the long period.

Keywords: Celebrity Exposure, Overexposure, Brand Virat, Celebrity Attractiveness, Celebrity
Trustworthiness, Celebrity Expertise
Introduction:

In the globalized era of cut-throat competition (since late nineties), the Indian market has witnessed
a massive surge in the number of brands, fighting out to carve a strong position in the minds of the
consumers. To stay ahead of the competition and to occupy a strong position in the market, celebrity
endorsement is one of the pivotal instruments into the hands of the marketers.

The endorsers are considered as the celebrities who command a high degree of recognition, trust,
respect or awareness amongst the people. Such people advertise for a product lending by their names or
image. They are highly acclaimed persons in their respective field of profession(Friedman and Friedman,
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1979). It is the common belief amongst the advertisers that the personalities of such fame could generate
more appeal than that of the unknown faces. Marketers are investing huge amount every year in ‘celebrity
endorsement’ to promote their brands. The common belief is that celebrities are able to upgrade: brand
visibility (Friedman and Friedman, 1979; Tom, Clark, Elmer, Grech, Masetti and Sandhar, 1992, et.al.,),
levels of attention (Friedman and Friedman, 1979; Atkin and Block, 1983, et.al.,), positive attitudes
towards the product (Friedman and Friedman, 1979; Atkin and Block, 1983; Freiden, 1984; Kamins,
1989; Tripp, Jensen and Carlson, 1994, et.al.,) and greater purchase intentions (Friedman, Termini and
Washington, 1976, et.al.,). Marketers also believe that, it has a positive influence on brand recall (Schultz
and Brens, 1995) of the customers as well. Companies all around the world are spending huge amounts
to make their brands associated with the persona of such popular icons. India too is not an exception.
Indian corporates are also investing enormous amount to align their brands with the persona of the
celebrities from various fields.
Celebrity Endorsement in India: Highlights

Since the late nineteenth century, celebrity endorsement has played a substantial role in marketer’s
strategy formulation (Erdogan, 1999). The ultimate purpose is to give a ‘face’ to the brands; so to
penetrate deeper into the market and to uphold the market share to its best.

Over the last few decades, usages of celebrities in brand endorsement have been growing at a
steady speed in India. The reason for this could be attributed to the fan-following of the celebrities,
especially the film stars and the cricketers in the country. The attraction of the celebrities helps the
companies to tap the target market more effectively. It is a common belief that, the people have a
natural tendency to get attracted towards the stars either from the entertainment industry or from the
sports arena (Agam, 2017) and India is not an exception.
Highly acclaimed Brand Personalities

According to the Duff & Phelps report (2019), in the late nineteenth and early twenties, the most
popular celebs in India were in the likes of Amitabh Bachchan, Shah Rukh Khan, DeepikaPadukone,
Ranveersingh and many more(Table: 1). Although the cine-stars seem to bag the largest number of
deals, many of the sports personalities have also cut into the celebrity endorsements pie. Most popular
names with the top-most fan following among them were M.S. Dhoni, Rohitsharma, Virat Kohli and
few others. Currently the name sought after by most of the top brands is the Indian ‘youth icon’, the
Indian cricket captain; Virat Kohli.
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Table 1
Top Brand Endorsers and their Brand Value- 2018& 2019

Source: Duff & Phelps Report, 2019. Extracted From: https://www.duffandphelps.in/-/media/
assets/pdfs/publications/valuation/celebrity-brand-valuation-report-2019.ashx

A Snippet of ‘Brand Virat’
Over the last few years Indian cricket captain Virat Kohli became one of such prominent personalities

rising in Indian advertising landscape. With time he has became one of the most marketable brand
personalities. According to the Duff & Phelps report (2017) ‘Rise of the Millennials: India’s Most Valuable
Celebrity Brands’, he was the topmost brand endorser with a brand value of $144 million. Starting his
career in the early age, the numbers of endorsement offers under his belt started increasing and till the
end of 2019 Virat had endorsed more than 30 brands and the numbers are increasing till date.

With time the number of brands under his belt is getting increased at a rapid speed. He is endorsing
the brands of different product categories. Numbers of existing literatures have revealed the effectiveness
of celebrity endorsement on consumer buying behavior and some of them have supported the effectiveness
of such to attract the consumers (Khatri, 2006). Moreover, Zoubi and Bataineh (2003), Ranjbarian and
Shekarchizade (2009) revealed that attitude toward celebrity endorser has direct or indirect influence on
consumer attitude toward a brand. Erdogan (1999) opined celebrity endorsement as a two-edged sword
which can have a positive as well as the negative impact (if overexposed) on consumers.

In the light of this scenario, the question arises, whether the numbers and types of brands the youth
icon is endorsing is still adding value to the brands? Is it really making a positive effect on the attitude
of the consumers? Or with time and increasing numbers of brand association, it is creating an adverse
effect on the customer’sattitude? Whether the ‘Brand Virat’ is getting overexposed?
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Research Gap
While analyzing the utility of celebrity endorsements, it had been revealed that the increasing number

of brand associations of Virat might let him towards ‘overexposure’. As per the available literature, no
prior study has been found; which measures the effect of such exposure of any celebrity in the Indian
advertising arena, specifically; the effectiveness of such protuberant brand icon the ‘Brand Virat’, on
consumer attitude. The current study will measure whether the growing numbers of endorsement can
overexposethe celebrity or not.
Objectives of the Study

The study will focus light on the effectiveness of the brand icon in generating brand value among
the customersby analyzing the effect of the endorsements done by Kohlion customer’s attitude. This
research has taken ‘Brand Virat’ as the case to be studied. The purpose was to reveal the effectiveness
of such prominent celebrity icons when they advertiseover a long period of time, associates with various
product categories and when they become a very popular face in the advertising arena.

In the light of the above scenario the objectives of this study is to measure –
i. The effect of celebrity attractiveness (brand Virat) on consumer attitude
ii. The effect of celebrity expertise (brand Virat) on consumer attitude
iii. The effect of the trustworthiness of celebrity (brand Virat) on consumer attitude

Literature review:
A common phenomenon in human history is to express veneration to their heroes having the

astonishing superhuman abilities. In modern day scenario celebrities fulfill this role and are protuberant
in the marketing communications landscape (Sharma et al., 2019). It is evident from the literature that,
using celebrities as an endorser is one of the very popular tools into the hands of the marketers (Erdogan
et al., 2001; Mehulkumar, 2005) across different product and service categories (Doss, 2011). The rising
star of Indian cricket Virat Kohli became one of the most marketable brand personalities in the early
21st century. With time, he became the top most preference for many of the companies as their brand
ambassador. His brand value exhibited a tremendous growth over time.
‘Brand Virat’ – The Evolution

According to the Duff & Phelps report, during the period of 2016-17, Virat registered 56% growth
in his brand value and replaced the Bollywood star Shah Rukh Khan (SRK) from the peak. All his
achievements, success and business associations made him more popular and he became thenumerouno
celebrity endorser in 2017-18 with a brand value of $144 million. According to one report, Virat used
to earn about ‘32 million per brand and he was having 17 million followers on ‘Instagram’, as of
December 2017. He was the only Indian athlete to command such a high emolument. The Forbes ranking
of the world’s most valuable athletes ranked Virat seventh in 2017 and calculated his brand value at
$14.5 million.He is the only athlete from India in the Forbes World’s 100 Highest-Paid athletes list;
ranked 83rd in 2018 and 100th in 2019.

The major brands he has been associated with are the likes of Footwear and Apparel brand- Puma,
Traditional Apparel brand- Manyavar, youth fashion items- WROGN, electronics brand - MuveAcoustics,
beverages- Pepsi, Royal Challenge, confectionaries- Yumm, watches- Tissot, Fastrack, energy drink-
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Boost, luggage- American Tourister, healthcare product- Vicks India, tyre manufacturer- MRF, cab service
provider-Uber India, money transfer services- Remit 2 India, lubricants brand- Valvoline. His association
has also been with the two-wheelers brand TVS, Beauty care brand Fair and Lovely, Foot ware Red
Chief Shoes, Clothing and Fashion accessories Flying Machine etc.

The numbers have increased at a steady rate and gradually Virat has become the apical choice for
most of the prominent brands in the country. However, experts believe that the association of one celebrity
with such large number of brandmight lead to overexposure and might lead to dilution of brand value.

‘Brand Virat’: Overexposed?
The professional success with his personal traits, made Virat the most sought after name in the

arena of Indian advertising. While analyzing the utility of celebrity endorsements, it has been revealed
that the increasing number of brand associations of Virat might let him towards ‘overexposure’. It was
evident from the ‘Meaning Transfer Theory’, proposed by Grant McCracken (1988), that every celebrity
encodes certain unique set of traits which, if skillfully portrayed can generate powerful communication
than that of lay endorsers. According to the theory, every celebrity possesses certain set of meaning
(personal traits) which could be listed as age, gender, race, wealth, personality or lifestyle. The personal
traits of the young Indian batsman placed him into the top of the list of exposure. The theory also
revealed that the increasing ‘exposure’ could be ascribed to the increasing ‘Air Time’ of a celebrity on
TV screen. The gradual increase of brands visibility/Air time is an indicating sign of ‘overexposure’ of
the great brand personality. As over the period;the number of brands has increased under his belt, the
study is an attempt to measure the impact of exposure of the celebrity (Virat) on customer attitude. To
identify the components to measure the credibility of Virat as an endorser the ‘Tri-component’ model
developed by Ohanian (1990) has been referred.

The Celebrity Credibility Sources – The ‘Tri-component’ model
Literature reveals that ‘source credibility’ is the blend of “communicator’s positive characteristics

that subsequently influence the receiver’s evaluation of the message” (Hovland and Weiss 1951; Ohanian
1991). An endorser, who is considered as a source of credibility has a positive impact on the purchase
intention of the consumer (Liu et al., 2007) and can also channelize their beliefs, opinion and attitude
through internalization process. This happens when receiver embraces a source of influence that is in
tune with their personal attitude and value (Erdogan 1999).

Using an endorser of repute may be a means to add credibility to the advertising message (Beltramini
and Sirsi 1992).Source credibility model contends that the efficacy of a message depends on the factors;
such as: the perceived expertise and trustworthiness of the endorser (Dholakia and Stemthai 1977;
Hovland, et al. 1953; Hovland and Weiss 1951; Ohanian 1991; Solomon 1996).

Expertise states to “the perceived level of knowledge, experience or skills possessed by an endorser”
(Hovlandet al. 1953), being this way perceived to be a source of valid assertion (Roozen, 2008). Ohanian
(1991) contends that the perceived expertise of a celebrity in the eyes of the consumers is more important
in explaining purchase intentions.

Trustworthiness, according to Ohanian (1990) is “the degree of confidence consumers place in a
communicator’s intent to convey the assertions s/he considers most valid.” Erdoganet al. (2001) also



86 Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

define trustworthiness as “the honesty, integrity, and believability of an endorser as perceived by the
target audience.” Marketers capitalize on the trustworthiness endorser characteristic by selecting persons
who are widely regarded as honest, believable and dependable (Shimp 1997). In terms of the effect of
trustworthiness on attitude change, Miller and Baseheart (1969) conducted an experiment and concluded
that, attitude change was more likely to occur when the perceived communicator’s trustworthiness is
high. Friedman and Friedman (1976); Friedman, Santeramo and Traina (1978) found that trustworthiness
had high association with the level of source’s expertise, source’s attractiveness and respondent’s
perceived similarity to the source.

In addition to trustworthiness and expertise, the attractiveness of the communication source can also
enhance the effect of the message conveyed (Canning and West, n.d). Attractiveness is understood to
depend upon whether the source is: classy, beautiful, elegant and attractive (Ohanian 1990). Thus, expertise,
trustworthiness and attractiveness are considered to be the components of source credibility. A tri-component
model was developed by Ohanian (1990) to measure and to assess a celebrity endorser’s perceived expertise,
trustworthiness, and attractiveness(Figure: 1). The present study has taken the three components of
Ohanian’s model to measure the customers/potential customers’ attitude for ‘Brand Virat’.

 

Attractiveness 

Trustworthiness 

Expertise 

Similarity 

Familiarity 

Likability 

Dependence 

Honest 

Reliable Sincere 

Truthful 

Skilled 

Qualified 

Knowledgeable 

Experienced 

Expert 

Figure 1: Source Credibility Model
Hypotheses of the Study

1. H01: There is no significant effect of celebrity attractiveness (brand Virat) on consumer attitude
2. H02: There is no significant effect of celebrity expertise (brand Virat) on consumer attitude
3. H03: There is no significant effect of the trustworthiness of celebrity (brand Virat) on consumer

attitude
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Methodology:
This study has taken a mixed method from research ‘onion’ approach (Saunders et al., 2007). The

initial section of the research is exploratory in nature; where, on the basis of extensiveliteraturereview;
the evolution and the current status of the endorser ‘Virat Kohli’ in the landscape of Indian advertising
has been explored.In the second section of the study a cross-sectional descriptive design has been found
most suitable to measure the effect of Virat’s credibility as the endorser on consumer’s attitude.

A survey has been conducted as a method of collecting data. The population of the study consists
of different age group people, specifically the young generation, exposes to the ads endorsed by Virat
Kohli. Aim for selecting the said population is that young people having keen interest and awareness
about what is being offered by advertisement and by whom it is being endorsed, so they can easily
recall for making linkages and respond correctly for presented questions (Pabalkar and Balgaonkar,
2014).The study was confined to the different urban and semi-urban respondents of Bihar and West
Bengal.A convenience sampling technique has been used to reach the respondents and they were
approached personally and through e-mails.

Following the recommendation of Roscoe (1975) (“number of items in a questionnaire * 10” i.e.
19*10 = 190) a sample size of 224was considered as appropriate and sufficient for the purpose. Over 600
questionnaires were distributed. A total of 318 filled in questionnaires were received. And finally, after
removal of outliers and incomplete responses, 222 responses were found usable and valid for further
analysis.Rest has been discarded due to non-response and missing value errors (Litte and Rubin, 1987).

A questionnaire based on five-point Likert’s scale has been developed as a tool for data collection.
The selections of the variables and the items in the questionnaire have been done with the support of
existing literature(Table 2).

Both descriptive and inferential analyses have been performed to analyze the valid data collected
through the survey and the analyses have been performed with SPSS 20.0.

Before going for actual data analysis and hypothesis testing, the data were screened to ensure that
the data get cleaned and ready for further analyses(Tabachnick&Fidell, p 139). Assumptions of
multivariate regression analysis (normal distribution of data, linearity, freedom from outliers and multi-
co-linearityetc.) have been confirmed at the initial level (Buyukozturk, 2002). Data was examined for
the presence of any missing values and outliers.Outliers were identified using Cook’s distance. A total
of 02 responses were deleted as they exceeded the threshold limit of 1. Questions with missing values
have been discarded.Normality of the data has been checkedwith a histogram and P-PPlotand found as
normally distributed.Linearity of the independent and the dependent variables have been ensured by
checking the correlation matrix.Freedom from multicollinearity has been tested by checking the Variance
Inflation Factors (VIF) and no such issues have been found (all VIF were found as <5)(Daoud, 2017).

Reliability of the Scales
Before analyzing the data, the reliability of the scales developed has been verified with the help of

Cronbach’s coefficient alpha value calculated for each of the scales.The Cronbach’s alpha of all the
constructs have been found well exceeded to 0.7 points(Table 2).It established a good internal reliabilityof
the scales (George &Mallery, 2003).The alpha values and the referred literatures for each of the scales
developed are listed as below-



88 Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

Table 2: Referred Studies for Item Selection

Factors Referred Research Papers No. of 
Items 

Cronbach’sAlpha  

 

Celebrity Attractiveness 

 

 
Syed Rameezul Hassan and Raja 

Ahmed Jamil (2014). 

 
3 

 
0.789 

Celebrity Expertise 

 

 
Antonio Filipe Esteves Miguel de 

Carvalho (2012). 

 
5 

 
0.873 

Celebrity 
Trustworthiness 

 
Okorie Nelson (2017). 

 
5 

 
0.839 

 
Customer Attitude 

 
OluwafunmitoJatto (2014). 

 
6 

 
0.839 

 Source: Authors Compilation

Validity of the Scales
Validity is the degree to which a measure accurately represents what it is supposed to (Hair at al.,

1998). The current study addressed the content validity through expert opinion and later through pilot-
testing of the instrument developed for data collection. The variables for the study have been adopted
from the instruments used in previous research, which has been modified purposefully as per the expert
opinion. Later a pilot-testing has been conducted to ensure the accuracy of the variables taken for the
study. Minor modifications have been done after the pre-testing of the instrument to make it more
meaningful and understandable.For the construct validity, Composite Reliability (CR) and Average
Variance Explained (AVE) have been computed. It has been found that all the constructs have CR more
than .7 (CR>.7) and AVE more than .5 (AVE>.5). This signifies that the scales adopted in this study are
valid (Hair, Black, Babin& Anderson, 2016)
Analysis and Results:

Demographic Profile of the Respondents
The demographic distribution of the respondents is depicted as below (Table 3):
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Table 3: Demographic profile
         Sample Size- 222

 
Gender Distribution of Sample Respondents 

 
Category Frequency Percentage (%) 
Gender   

Male 131 59 
Female 91 41 
Age Distribution of Sample Respondents 
 
> 30 104 46.84 
31-40 80 36.03 
41-50 25 11.26 
51-60 13 05.85 
Qualification/Education of Sample respondents 

 
Non-Graduate 42 18.91 
Graduate 129 58.10 
Post-Graduate 51 22.97 
 

Source: Authors Compilation

Table 3 shows the demographic characteristics of 222 respondents. The gender distribution of
respondents consisted 59 per cent males and 41 percent females. It also indicates that 83 per cent respondents
fell in the age group below 40 years, which shows that the respondent’s falls mostly in the young and
middle-aged category may have more chances of getting exposed to TV advertisements. Out of 222
respondents, almost 19 percent are non-graduate and rest 81 percent is having either the graduation or
post-graduation degree. The demographic profile indicates the true representativeness of the respondents.
Testing of Hypotheses

To test the hypotheses (H01, H02 and H03) Multiple Regression has been performed. The result
of the analysis is depicted as below-

Table 4: Model Summary

Model R 

R 

Square 

Adjusted R 

Square 

Std. Error of 

the 

Estimate 

Change Statistics 

Durbin-

Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 .892a .796 .793 .40173 .796 282.785 3 218 .000 1.588 

 
a. Predictors: (Constant), Expertise, Attractiveness, Trustworthiness
b. Dependent Variable: Attitude

Source: SPSS output
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Table 4 depicts high correlation (R = .892) between the independent and the dependent variables.
R-squared is 0.796, meaning that 79.6 percent of the variability of customer attitude is explained by the
expertise, attractiveness and trustworthiness in the model. The adjusted R square shows 79% of
predictability in Attitude is by the three independent variables.This again depicts a very good explanatory
result (Miles, 2014).

The standard error of the estimate (0.40173) measures the high accuracy of predictions made with
a regression line. It also shows possibilities of unexplained variability that could not be explained by
the independent variables taken in this study.

The Durbin-Watson statistics tests the correlation between unexplained errors. The Durbin-Watson
value in this caseis 1.588,which isbetween the acceptable region(1.5 to 2.5) and therefore it can be
interpreted that the data is not auto correlated(Field, 2011).

Table 5: ANOVAb

Table 5: ANOVAb 

Model Sum of Squares Df Mean Square F Sig. 

1 Regression 

136.915 3 45.638 282.785 .000a 

Residual 35.183 218 .161   

Total 172.097 221    

a. Predictors: (Constant), Expertise, Attractiveness, Trustworthiness
b. Dependent Variable: Attitude

Source: SPSS output

Table 5 reports the model fitness; which is highly significant (p=0.000, F= 282.785) and signifies a
good regression model for dependent and independent variables.

Table 6: Coefficients

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

Collinearity Statistics 

B Std. Error Beta Tolerance VIF 

1 (Constant) .389 .127  3.074 .002   

Trustworthiness .119 .049 .131 2.433 .016 .323 3.098 

Expertise .821 .030 .877 27.821 .000 .945 1.058 

Attractiveness -.063 .045 -.075 -1.398 .164 .322 3.108 

 
a. Dependent Variable: Attitude

Source: SPSS output



91Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

Table 6 explains the coefficients (Beta) of Independent Variables upon the Dependent Variable. The
three Independent Variables taken in this study show their relative importance for the prediction of the
Dependent Variable i.e. attitude. Attractivenessis found to be insignificant in predicting customer attitude.
(Attractiveness: p=0.164, t= -1.398). The other Independent Variablestrustworthiness and expertiseshows
a highly significant effect (Trustworthiness: p= 0.016, t= 2.433; Expertise: p=0.000, t = 27.821) on attitude.

Further the standard beta coefficients(â= 0.084, -0.065&0.920) depicts the relative strengths of the predictors.
Customer trustworthiness shows 13.1%predictability for attitude, whereas expertise was found to be most
significant with 87.7% predictability. To test the covariance between the independent variables the
multicollinearity test has been performed. The result for all the predictors (Trustworthiness: VIF=1.062; Expertise:
VIF = 1.058; Attractiveness: VIF = 3.108)are less than 5 (<5) indicates there is no/less chance ofmulticollinearity
exists(Daoud, 2017).Based on this table, the equation for the regression line developed is:

Customer Attitude = 0.389+ (0.119*Celebrity Trustworthiness) + (0.821*Celebrity Expertise)
Table 7: Result of Hypotheses Testing:

 
Null Hypotheses No. 

Test Results 

Accepted Rejected 

H01 Null Alternative  

H02 Alternative Null 
H03 Alternative Null 

 Source: Authors Compilation

To show the relational effect of the independent variables on the dependent variable, the conceptual
model developed is portrayed as below (Figure: 2):

ß= 0.131, p=0.016< 0.05 

Celebrity Attractiveness 

Celebrity Trustworthiness 

Celebrity Expertise 

Customer Attitude 

ß= -0.075, p=0.164> 0.05 

ß= 0.877, p= 0.000<0.05 

Figure 2: Conceptual Model
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Discussion:
This study was undertaken to measure the effect of increasing number of brand endorsement by the

Indian cricket captain Virat Kohli, on customer/potential customer attitude.The impact of Kohilis’
attractiveness, trustworthiness and expertise as an endorser of brands has been tested on customer
attitude. These three factors have been taken from the literature and considered as the essential antecedent
of attitude building (Seiler and Gunther, 2017).

The result indicates that,trustworthiness of Virat as an endorser is having positive effect on consumer
attitude and the finding is in the line of Shimp (1997), as he has also opined in the similar way.The
result is also showing that people still considers him as an expert endorser as celebrity expertise is
having significant relationship with the customer attitude. Pornpitakpan (2004) also argued that, expertise
might have its effect on customer attitude formation. Acelebrity who has sufficient expertise in the
field of the product advertised may create more favorable attitude because consumers can trust their
expertise to judge the product. (Kumar Rakesh, Kaushal, S. K., (2014).Seiler and Gunther (2017) also
found these two factors (trustworthiness and expertise) significant to create positive attitude among the
consumers.

On the other hand; the result reveals that, the attractiveness of Virat as an endorser is having no
effect on peoples’ (customer and the potential customers) attitude. This contradicts the findings ofOhanian
(1990), where the role ofattractivenesshas been found to be significant on customers’ attitude formation.

It is evident from theliterature that, the popularity of the Indian skipper was getting increased over
the past few years and he became the number one endorser in the list (Gupta & Jain, Duff & Phelps
Celebrity Brand Valuation Report, 2018). According to the findings of this study, the present day
popularity of the celebrity could be attributedonly to theexpertise and trustworthinessof Virat as an
endorser. The result of the current study alsoindicates that, the customers / potential customers are no
longer considering Virat as attractive.

The reason behind this contradictory result could be the irrelevant selection of brand for endorsement
by the Indian skipper (Hussain and Khan, 2015) or it is an indication of diminishing attractiveness due
to over-exposure of ‘Brand Virat’. The finding of the study indicates that the star cricketer has started
losing his impact among the customers.

It is evident from the source that over the last 10 years Virat had endorsed more than 25 brands of
different categories (Shukla, Akshata, 2019). He was advertising for apparel and fashion items for
beverages, electronic goods, mobile phones, healthcare products, automobiles, confectionaries, cab
services and many more.In expert’s opinion; when a celebrity endorses multiple brands (as Virat was
doing), it can lead to overexposure and can dilute the brand value as well (McCracken, 1989). The
result of this study is an indication of the same. From this study it can be predicted that the increased
visibility of Virat could also dilute the credibility of his brand persona. Moreover, the rapid growth in
the number of brand he was endorsing could also question the connectivity between the type of product
and Virat’s personality as the similarity of features from the celebrity and the product, targets the sense
of the customer more positively (Michael, 1989).The possible reason behind losing the attractiveness
could also be the increasing level of education and awareness of the consumers about the brands. It is
evident from the literature that, the physical attractiveness of the celebrity has positive impact on the
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consumer attitude towards the advertisement (Said and Napi, 2015). Although; the current study reveals
that, increasing number of endorsement might have an adverse effect on consumer attitude.
Significance of the Study

 Contribution to the Literature
This study contributes to the Celebrity Endorsement and Customer Attitude literature. This research

contributes to the body of existing knowledge by providing a substantive understanding of the impact
of celebrity overexposure and customer attitude formation.

 Managerial Implications
Singh (2014) argues that to create a unique positioning of their brands or products in the minds of

their target audience andto promote sales faster,companies endorses celebrities to position their brands
distinctively to their customers.The findings of the current study suggest that the companies / marketers
need to be conscious while selecting the celebrities as their endorsers. Mere popularity of the celebrity
sometimes might have the adverse effect on their brand positioning as well. It indicates that, rising
popularity of a particular celebrity might not guarantee effective brand positioning over a long period
of time. So, the findings would be helpful for the marketer’s strategic decision making while promoting
their brands.
Limitations of the Study

The inherent limitations of the study can be summarized as below:
The geographical area chosen is limited to the state of Biharand West Bengal only and the sample

size considered for the studymay not be sufficient to generalize the findings. Moreover, number of
variables chosen for the study might not be exhaustive.

Apart from this, the study is confined to only one celebrity (Virat Kohli), so; a detailed study on
large number of celebrities might lead to a different scenario. It is also a fact that respondents may rate
celebrities according to their own liking and disliking of celebrity.
Avenues for Future Research

Several issues, linked with the limitations intrinsic in the current study, require additional research
considerations. Future research should concentrate on improving the conceptual model as there is enough
scope to add other decision-making variables to enrich the empirical findings of this study. Even though
the current study provided encouraging and promising preliminary results, supplementary results are
required to appraise the research model’s stability and applicability across different market segments,
geographical areas, products, and industries and more importantly among the celebrity fraternity at
large.
Conclusion

Using celebrities for building brands became the trend over the decade and the professional success
with his personal traits, made Virat Kohlione of the most sought after names in Indian advertising
landscape. Moreover, the findings of the study indicates that for protectingthe brand persona the
celebrities need to be conscious with the numbers of brands and the types of brandthey are endorsing.
The companies also need to be careful while selecting the celebrities to promote their brands. Otherwise;
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it may lead to over-exposure as the sign of such is evident in the current study. Ultimately the over-
exposure may lead to loss in the positioning of the brands in the long run. The media experts have also
opined in the similar line, that;”Virat should avoid the danger of over-exposure. Doing too many
endorsements, indiscriminate choice of brands, creative not consonant to his own brand image … all
to be avoided”(Laghate, Gaurav, 2016).
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Is Homogeneity a Hurdle for Introducing Tea
Futures in India?
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ABSTRACT
Commodity derivatives market plays a significant role in the economy through price discovery and

risk management mechanism. A wide number of agricultural commodities have secured place in the
derivatives market, despite the inherent issues of homogeneity or standardisation in terms of quality whereas
derivative trading in tea is yet to start in the exchanges. A commodity to be eligible for trading in exchange
needs to fulfil certain conditions, and standardisation or homogeneity is one of such pre-requisites for the
futures trading. However, coffee being a substitute of tea has found its place in the derivatives market.
This paper attempts to examine the feasibility of tea futures on the grounds of homogeneity. For this
purpose, different grades of tea are studied in relation with coffee. Also the quality specifications of coffee
futures are taken into consideration. The observations of the study indicate the fulfilment of homogeneity
based criteria for tea and thereby make it conducive for the trading of tea futures.

Keywords: Coffee, Commodity derivatives, Futures, Homogeneity, Tea.
Introduction

Commodity derivatives have played an important role in the economy of India by extending the
mechanism of price discovery and price-risk management. Various reforms have been made for the
growth and development of this market over the years which include introduction of futures and options
in the Indian market.

At present, there are five exchanges in India offering commodity derivative contracts. These are:
Multi Commodity Exchange of India Ltd. (MCX), National Commodity Derivatives Exchange Limited
(NCDEX), Indian Commodity Exchange Limited (ICX), National Stock Exchanges of India Ltd. (NSE)
and Bombay Stock Exchange Ltd. (BSE). NSE and BSE offer derivative contracts in both equity and
commodity segments whereas the others offer derivative contracts in commodity segment only. MCX
offers contracts in bullion, base metals, energy and agricultural products. NCDEX offers trading primarily
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in agriculture products whereas ICX offers derivative contracts in agri-products including plantation
and non-agri products (diamond and steel). The total turnover in the commodity derivatives market in
India was ¹  60,22,530 crores in the financial year 2017-18 (SEBI Annual Report, 2017-18) which signifies
the importance of derivative market. The commodities found in the Indian derivative markets are shown
in Table 1. There are a good number of commodities being traded in the Indian derivatives market. However,
the inclusion of newer commodities in the derivatives market would certainly extend the benefits to the
various stakeholders. In this context ‘tea’ is one of the products having all potential and inclusion of
which may extend the benefits to various stake holders. India is one of the largest producers and consumers
of black tea in the world with a substantial share of 23 per cent of the world tea production and yet tea has
not entered the derivatives market so far. However, coffee has established itself in the derivatives market
in India irrespective of the fact that it is similar to tea in many commercial aspects.

Table 1: Trading Commodities in Indian Derivative Market

MCX 
 

NCDEX ICEX NSE BSE 

• Metal 
• Bullion 
• Fibre 
• Energy 
• Spices 
• Plantations 
• Pulses 
• Petrochemicals 
• Cereals 

• Cereals and 
pulses 
• Fibres 
• Oil and oil 
seeds 
• Spices 
• Plantation 
products 
• Gold  
• Silver 
• Steel 
• Copper 
• Crude Oil 
• Brent Crude    
Oil 
• Polyvinyl 
chloride 

• Gold 
• Silver 
• Copper 
• Lead 
• Crude oil 
• Natural gas 
• Mustard 
• Soyabean 
• Soyabean oil 
• Jute 
• Menthe oil 
• Iron 

 Gold 
 Silver  
 Brent 

 Turmeric 
 Guar seed 
 Almond 
 Cotton 
 Gold 
 Silver 

 
Source: Official websites of the respective exchanges.

A review of the existing literature on commodity derivatives have revealed the focus areas of research
which mainly revolve around – studying the evolution, growth and performance of such markets;
exploring the relationship between spot and futures price; highlighting the importance of behaviour in
decision making concerned with trading in commodity exchange; investigating the feasibility of
introduction of new commodities in the derivatives market. Brorsen & Fofana (2001), Shim (2006),
Hosseini-Yekami, Zibaci & Allen (2009), Zhang (2012) and Qehaja (2014) have concentrated on the
various factors influencing the success or failure of futures contracts, especially in case of agricultural
commodities in countries other than India. But very little work is found on tea and it remains one such
genre which has been barely explored and more so, in the Indian context. Damodoran (2000) had
examined the feasibility of tea-futures and suggested for the introduction of tea-futures, but the
recommendations could not be materialised. Bhattacharjee & Mahapatra (2020) in their work have
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raised the question and examined the feasibility of tea futures in India at the backdrop of another popular
beverage – coffee which has a remarkable presence in the derivatives market, both at national and
international level. They found a considerable market demand and supply along with adequate price
volatility for introducing tea in the futures market.

Raipuria (2001), in the study Report on the Group of Forwards and Futures Markets, has identified
certain essential pre-requisites, to consider suitability of a commodity for futures trade – one of them
being homogeneity. The commodity should be homogenous or alternatively it must be possible to specify
a standard grade and to measure deviations from that grade. This condition is necessary for the futures
exchange to deal in standardized contracts.

Homogeneity means the quality or state of being all the same or all of the same kind. It is a vital
feature to be present in the commodity to be incorporated in the derivatives market. In order to standardize
the lots of commodity there must be a uniformity or similarity in the quality of the commodity on
which derivative trading is to be made. Simply stated, the existence of a scope of standardization or
homogeneity makes a commodity fit for being traded or introduced in the derivatives market.

The concept of Quality is very subjective and differs from person to person. Therefore, to determine
a standard as the benchmark for quality of anything and a commodity in particular is not an easy task.
Launching of a derivative product is largely dependent on the possibility or scope of standardisation of
the product. The production of agricultural commodities is dependent on numerous factors inclusive of
both controllable and uncontrollable factors. There are many differing views as to what constitutes
‘quality’. But it can be said that the quality of a parcel of coffee comes from a combination of the
botanical variety, topographical conditions, weather conditions, and the care taken during growing,
harvesting, storage, export preparation and transport. Botanical variety and topographical conditions
are constant and therefore dominate the basic or inherent character of a coffee. Weather conditions are
variable and cannot be influenced, resulting in fluctuating quality from one season to another
(International Trade Centre, 2011).

Thus, in order to establish the quality or a standard of quality certain parameters need to be
ascertained. These parameters would facilitate the assessment of a standard quality which in turn
incorporates homogeneity or uniformity to the derivative contracts on the commodity to be dealt with.
Objevtive og the Study

The introduction of commodities in the derivatives market needs the fulfilment of certain
characteristics by the commodity. One of the vital features is homogeneity which provides scope for
standardization of the commodity. The objective of this paper is to examine whether there is a possibility
of establishing homogeneity or some uniformity/standard in the quality of tea which may pave the way
of introducing tea in the commodity futures market.
Methodology

Absence of homogeneity poses a challenge to the introduction of tea futures in the market. As there
are no futures on tea, the homogeneity aspect can be examined by a detailed study of various types of
tea and correlating to some similar commodity where future trading already prevails. Coffee is a world
beverage which is a good substitute to tea and has a close resemblance to tea in many aspects. The
present study puts special emphasis on the parameter - homogeneity or scope of standardisation of tea
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vis-a-vis coffee which has a place in the derivatives market. In doing so, quality has been considered
for the standardisation purpose. The current research work relies mostly on secondary data collected
from various reports and published journals. However, the primary sources also include interview/
conversation with few officials of the tea manufacturing concerns. The various secondary data sources
used for the study are: (i) Coffee Board of India and (ii) Indian Tea Association. The present work is
exploratory and descriptive in nature. The study is exploratory in the sense that it tries to examine the
homogeneity aspect of tea, which is one of the essential conditions for the introduction of tea futures.
This study being novel one, inferences are drawn through discussions based on logical reasoning.

Observations and Discussion
The task of examining the quality is a difficult one because of wide variation in case of any agricultural

commodity either by species or by type of processing. The concept of quality is also very subjective. The
various grades contain specifications for the particular commodity which usually represent its distinguishing
quality. The product may be having several classifications and the price of the product will differ on the
basis of its product gradation. A particular grade of product should also have demand and large volume of
trading. It is essential to have an understanding of tea processing so as to gain idea on the quality of tea.

Quality of Tea
The quality of tea is largely influenced by the plantation and processing system at different stages.

Production and processing systems influence quality. The components and inputs that make up consistent
quality are not certain at all the times, yet the basic norms in climate, soil and other agricultural factors
in the growing areas are responsible in influencing the quality of the tea. The initial stage rests with the
tea growers. The quality depends on the clone of the garden and their maintenance which includes
plantation of original seeds for the upgraded biological factors of tea bushes and leaves. This is followed
by the practices of plucking, pruning and others which influence the quality of tea at a later stage.
Processing of the tea leaves in the factories is the secondary factor that contributes to the quality of the
tea. The tea factories procure the tea leaves from the tea growers. On transhipment of the same, the
total volume of the produce is weighed at the door gate and a sample (45% - 60%) of the same is sorted
in order to assess the fine leaves from the lot. Fine leaves are those having two leaves and a single bud
while the rest consists of single leaves. The proportion of the same in the sample is assumed for the
entire lot and the lot is priced accordingly.

The moisture content of tea leaves plays a significant role for determining and maintaining quality
of final tea. The first step in the processing of tea leaves is known as withering. This process entails drying of
the leaves and reducing the moisture content. This may be done either through natural process by drying out
in the sunlight or exposing the leaves to gases in troughs. Here the tea leaves are subject to around 70 percent
withering which implies reducing the moisture content by 30 percent and retaining 70 percent of the moisture.
The single leaf (also known as baanji in colloquial term) along with the hard leaf is also put to withering.
Usually, the hard leaves are separated but if the hard leaves somehow pass through production, it results in
the presence of black matter in the final produce which is not a good fit. Once the withering is completed, the
withered leaves are passed to the machinery for a treatment known as Cut-Tear-Curl (CTC) to turn into tea
granules. In this process, most of the extraneous matters present in the tea leaves are removed.
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The next stage involves the fermentation process. In this stage, the tea granules are chemically
treated with water and oxygen leading to the black colour of tea. The objective of this oxidization is to
standardize the moisture content. This process exudes the bloom (lustre) and briskness (harshness) of
the tea granules. The shiner the produce, the better is the quality.

The lot is then passed into the dryer whereby the moisture content is further standardized to a range
of 2.7% to 3.1%. Once this is done, the tea granules are then further processed for sorting and grading.
Here, the tea granules are sorted on the basis of their size and extraction of the fibre present in the lot.
Based on their size, the granules are sorted into different grades namely, Pekoe (P), Flower Pekoe (FP),
Broken Pekoe Souchong (BPS), Broken Orange Pekoe Large (BOPL), Broken Orange Pekoe (BOP),
Broken Orange Pekoe Small (BOPSM), Broken Pekoe (BP), Broken Pekoe Small (BPS), Pekoe Fannings
(PF), Orange Fannings (OF), Broken Orange Pekoe Fanning (BOPF) and Dust. All these grades are
further divided into primary and secondary – the former has basically clean and sharp cut granules
with very little or no fibre content and fetches a higher price while the latter has greater fibre content
with comparatively less price than the former. The produce is then packed as per the various grades and
put for private sale or auction sale.

Grades of Tea
Tea has its variety consisting of Black Tea (Orthodox and CTC) and Green Tea and others. India is

a major producer of Black CTC Tea. After the processing, Black Tea is segregated and is graded
accordingly. The Tea Board recognizes the following standardised grades of Orthodox and CTC Tea as
enlisted out in Table 2.

Table 2: Grades of Tea

CTC 
Broken Leaf Fanning Dust 

FP 
BPS 
Pekoe 
BOPL 
BOP 
BOPS 
BP 
BPS 

OF 
PF 
BOPF 

 

Pekoe Dust 
Dust 
Churamoni Dust 
Golden Dust 
Super Red Dust 
Fine Dust 
Super Fine Dust 

 
ORTHODOX 

Whole Leaf Broken 
Flowery Pekoe 
Fine Tippy Golden Flowery Orange Pekoe  
Tippy Golden Flowery Orange Pekoe 
Tippy Golden Flowery Orange Pekoe 1 
Golden Flowery Orange Pekoe 
Flowery Orange Pekoe 
Orange Pekoe 

Broken Orange Pekoe 1 
Golden Flowery Broken Orange Pekoe 
Broken Orange Pekoe Soucheng 
Golden Broken Orange Pekoe 
Flowery Broken Orange Pekoe 
Broken Orange Pekoe 

Fanning Dust 
Golden Orange Fanning 
Flowery Orange Fanning 
Broken Orange Pekoe Fanning 

 

Orthodox Churamani Dust  
Orthodox Pekoe Dust 
Broken Orange Pekoe Dust 
Broken Orange Pekoe Fine Dust 
Fine Dust 
Dust A 
Special Dust 
Golden Dust 
Orthodox Dust 

 

Source: Indian Tea Association, www.indiatea.org
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Table 3: Summary of Tea Grades

Tea Grades / Sub-grades Orthodox CTC Total 

Whole leaf 7 - 7 

Broken 6 8 14 

Fannings 3 3 6 

Dust 9 7 16 

Total 25 18 43 

Source: Indian Tea Association, www.indiatea.org

With a total of 43 varieties of sub-grades of tea based on the processing system as reflected in
Table 3, the question of establishing homogeneity on the basis of quality becomes a little difficult. For
this purpose, we shall be comparing the variants/grades prevailing in case of coffee at a later stage.

While marketing tea, the packed tea granules from the factories are sent to the warehouses and a
sample of the same, according to the various grades are also sent to the tea brokers. The brokers play a
vital role in marketing of the produce especially for sale through auction. They are the intermediaries
between the buyers and sellers of tea. The brokers are responsible for fetching the right buyer and price
for the lot. In order to further the process, they make an evaluation report on the quality of the tea
granules after proper tasting of the cup prepared. This report contains the following elements:-

(i) Appearance – The following aspects are carefully considered here:
a. Size and colour of raw tea
b. Fibre content
c. Bloom or glow or shine or lustre
(ii) Infusion – This pertains to the remains of tea grains after boiling. The purpose of this is to

check the appearance or colour of the tea granules which speaks about the fermentation process. A dull
or dark colour of the remains reflects a negative quality.

(iii) Liquor – This entails the taste of the tea cup prepared i.e., liquid tea. The following aspects are
observed hereunder:

a. Briskness – harshness in taste
b. Strength – capacity to hold the briskness
c. Cup colour – shiny colour of the liquid tea after pouring milk.
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The broker mentions all these features of the tea produce regarding the various grades separately
and based on such factors estimates the value or price that it should fetch. Based on the report, the
broker sends lots to the various buyers and tries to fetch as much value for the lots which is revealed in
the auction process. This makes the role of the brokers very pivotal for determining the quality of the
tea and its commercialization. Damodaran (2000) had also suggested a framework for the issue on
homogeneity in his Report to the Tea Board of India ‘…a framework for commodity based futures
contracts in tea could work out by segregating more than 50 grades on which such contracts could be
traded. The tea brokers would be the key to shaping up the quality regulation mechanism’.

Coffee Quality and Grades
Coffee includes 500 genera and over 6,000 species but only two of them are currently of real

economic importance- Arabica and Robusta. Coffee Arabica, referred to in trade as Arabica accounts
for 60-70 per cent of the world coffee production while Coffee Robusta accounts for 30 – 40 per cent of
the world coffee production. Two other species are also traded, but to a very limited extent – Coffea
liberica and Coffea excelsa.

The above classification of coffee is based on the bean size. The grades of coffee are made on the
basis of the size of the coffee beans. The theory behind classification based on bean size is that coffees
of the highest altitudes are more dense and larger in size than those produced at lower altitudes. Similarly
coffees develop more slowly at higher altitudes and often have the best flavour profiles. The size and
size distribution of beans also has an impact on the optimization of roasting conditions. Each producing
country has developed its own classification and grade charts, often used to set minimum standards for
export.

Quality doesn’t only mean exceptionally good looking (visually perfect) bold beans. Small beans
coffee can also show excellent quality. Conversely, visually perfect bold beans could in fact hide very
unpleasant cup characteristics. In reality, there exists a market for everything- from expensive top quality
to qualities at the other end of the spectrum. There is room in the marketplace for just about anyone
who honours their contractual obligations and who adequately satisfies the market’s quality expectations
for the type of coffee they produce.

The coffee is generally classified on the basis of their economic importance into two viz., Arabica
and Robusta, but it has quite a few variants under the two mentioned classifications and is graded as
shown in Table 4.
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Table 4: Grades of Coffee

Commercial Grade 

Arabica Robusta 

(i) Washed Arabica  Plantation 

Grade Designations –  

Plantation PB 

Plantation A 

Plantation B 

Plantation C 

Plantation Blacks 

Plantation Bits 

Plantation Bulk 

(i) Washed Robusta Parchment 

Grade Designations –  

Robusta Parchment PB 

Robusta Parchment AB 

Robusta Parchment C 

Robusta Parchment Blacks/Browns 

Robusta Parchment Bits 

Robusta Parchment Bulk 

 

(ii) Unwashed Arabica–Arabica Cherry 

Grade Designations –  

Arabica Cherry PB 

Arabica Cherry AB 

Arabica Cherry C 

Arabica Cherry Blacks/Browns 

Arabica Cherry Bits 

      Arabica Cherry Bulk 

(ii) Unwashed Robusta Cherry 

Grade Designations –  

Robusta Cherry PB 

Robusta Cherry AB 

Robusta Cherry C 

Robusta Cherry Blacks/Browns 

Robusta Cherry Bits 

Robusta Cherry Bulk 

Robusta Cherry Clean Bulk 

 

Premium Grade Contd...



106 Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

Premium Grade 

Arabica Robusta 

(i) Washed Arabica – Plantation 

Grade Designation –  

Plantation AA 

      Plantation PB Bold 

(ii) Unwashed Arabica – Arabica Cherry 

Grade Designation –  

Arabian Cherry AA 

Arabian Cherry A 

Arabian Cherry PB Bold 

(i) Washed Robusta Parchment 

Grade Designation –  

Robusta Parchment A 

      Robusta Parchment PB Bold 

(ii) Unwashed Robusta Cherry 

Grade Designation –  

Robusta Cherry AA 

      Robusta Cherry A 

      Robusta Cherry PB Bold 

 

Speciality Coffee 

Arabica Robusta 

(i) Mysore Nuggets Extra Bold 

(Arabica Plantation Washed) 

(ii) Monsooned Malabar-Arabica 

Coffees 

Monsooned Malabar AAA 

Monsooned Malabar AA 

Monsooned Malabar A 

Monsooned Malabar Arabica 

Triage 

 

 

(i) Robusta Kaapi Royale 

(ii) Monsooned Malabar 

Robusta Coffees  

Monsooned Malabar 

Robusta RR 

Monsooned Malabar 

Robusta Triage 

 

Miscellaneous Grades 

(i) Liberia Bulk 

(ii) Excelsia Bulk 

Source: Coffee Board of India, www.indiacoffee.org
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 A summary with regard to the variants of coffee has been presented in Table 5, which shows that
there are 44 varieties of coffee in the Indian market with 23 grades in Arabica and 21 varieties in
Robusta. The size-based classification of coffee beans has enabled to assess the homogeneity of the
product and thereby making it conducive for the introduction of coffee futures. The presence of a number
of sub-grades in each of the two broader grades of coffee – Arabica and Robusta – reflects the diversity
in quality of coffee.

Table 5: Summary of Coffee Grades

Coffee Grades 
/ Sub-grades 

Arabica Robusta 

Washed Unwashed Total Washed Unwashed Total 

Commercial 
grade 

7 6 13 6 7 13 

Premium 
grade 

2 3 5 2 3 5 

Speciality 
grade 

- - 4+1=5 - - 1+2=3 

Total 23 21 

Source: Coffee Board of India, www.indiacoffee.org

The Homogeneity Criterion
The summary of the foregone discussion is presented in Table 6 and it is observed that the number

of broad classifications and the basis of such classification in both tea and coffee are similar. Tea is
broadly classified into two categories – CTC & Orthodox, based on the size of the granules, which are
further grouped into Primary and Secondary with due regard to the fibre content and clean cut of the
granules. In a similar manner, Arabica & Robusta are two broad categories of coffee based on the size
of the beans, and are further grouped into Washed and Unwashed on the basis of the method of processing
involved. In both the cases, the classification owes its origin to the processing system involved. Again,
it is found that tea has been segregated into 43 grades while there are 44 different grades of coffee; each
with different quality specifications. The presence of 43 varieties of tea based on the processing system
may pose a challenge to establish homogeneity of tea and thus it may not be feasible for introduction of
tea futures. As per our observations made with regard to coffee, a similar constraint in coffee has been
successfully resolved. And considering the number of varieties prevalent in coffee which stands around
44 - more or less similar to the number of tea varieties/grades, coffee futures have been doing well in
derivative market. Further, coffee in itself is not a standardised commodity. The quality differs from lot
to lot but these are clearly recognized and valued. Inter-governmental Group on Tea (2012) pointed out
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that ‘…coffee sector participants have become used to thinking of their product in relation to a somewhat
abstract ‘standard contract’ rather than existing in isolation.’ A similar mechanism could be adopted
for tea also to be considered for the introduction of tea futures. It is evident from the discussion that
there is not much divergence in case of tea and coffee with respect to quality specification and regulation.
Hence, it can be said that the issues involved in terms of quality are more or less similar for both the
commodities. If the future trading in coffee has been performing successfully with so many variants,
we may conclude that a good number of tea variants may not be the hurdle to introduce tea futures.

Table 6: Comparative Statement on Homogeneity

Issues on Quality Tea Coffee 

Broad classification CTC & Orthodox Arabica & Robusta 

Sub-classification 43 grades 44 grades 

Basis of classification Size of Tea Granules 

Primary & Secondary  

Size of Coffee Beans 

Washed & Unwashed 

In augmentation, a case of coffee futures introduced in the NCDEX is undertaken in order to draw
a reference to the quality specifications based on which trading of coffee futures was initiated. In spite
of the varying grades in quality of coffee, the introduction of coffee futures has been facilitated with
certain specifications.

The contract grade for delivery of Arabica Coffee futures contracts made under NCDEX Regulations
shall be Plantation A or B Arabica Coffee conforming to the quality specification as follows:

Quality Specification of Plantation A
(i) A minimum of 90% by weight of the coffee shall stand on a sieve with round holes of 6.65 mm

(screen no. 17)
(ii) A maximum of 1.5% by weight of the coffee may pass through a sieve with round holes of

6.00 mm (screen no. 15)
(iii) The coffee may contain ‘Pea Berry’ subject to a maximum of 2% by weight.
(iv) The coffee may contain a ‘triage’ subject to a maximum of 2% by weight.
(v) Black beans should not exceed 0.25% by weight.
(vi) Maximum permissible moisture 11.0%
(vii)Should be totally free from foreign and extraneous matter.
Quality Specification of Plantation B
(i) A minimum of 7.5% by weight of the coffee shall stand on a sieve with round holes of 6.0 mm

(screen no. 15)
(ii) A maximum of 1.5% by weight of the coffee may pass through a sieve with round holes of

5.50 mm (screen no. 14)
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(iii) The coffee may contain ‘Pea Berry’ subject to a maximum of 2% by weight.
(iv) The coffee may contain a ‘triage’ subject to a maximum of 3% by weight.
(v) Black beans should not exceed 0.25% by weight.
(vi) Maximum permissible moisture 11.0%
(vii)Should be totally free from foreign and extraneous matter.
The contract grade for delivery of Robusta Coffee futures contracts made under NCDEX Regulations

shall be Robusta Cherry Clean Bulk or Robusta Cherry AB conforming to the quality specification as
follows:

Quality Specification of Clean Cherry Bulk
(i) A minimum of 98.5% by weight of the coffee shall stand on a sieve with round holes of 5.0

mm (screen no. 13)
(ii) A minimum of 50% by weight of the coffee may pass through a sieve with round holes of 6.00

mm (screen no. 15)
(iii) The coffee may contain ‘Pea Berry’ subject to a maximum of 25% by weight.
(iv) A maximum of 0.5% by weight of the coffee might be blacks and browns.
(v) The coffee may contain a ‘triage’ subject to a maximum of 3% by weight.
(vi) Maximum permissible moisture 12.0%
(vii)Extraneous matter and mould not to exceed 0.2% by weight.
Quality Specification of Cherry AB
(i) A minimum of 90% by weight of the coffee shall stand on a sieve with round holes of 6.0 mm

(screen no. 15)
(ii) A minimum of 25% by weight of the coffee may pass through a sieve with round holes of 6.65

mm (screen no. 17)
(iii) A maximum of 1.5% by weight of the coffee may pass through a sieve with round holes of

5.50 mm (screen no. 14)
(iv) The coffee may contain ‘Pea Berry’ subject to a maximum of 2% by weight.
(v) A maximum of 0.5% by weight of the coffee might be blacks and browns.
(vi) The coffee may contain a ‘triage’ subject to a maximum of 1.0% by weight.
(vii)Maximum permissible moisture 12.0%
(viii)Extraneous matter and mould not to exceed 0.2% by weight.
It is essential to ensure standardization of commodity or develop delivery standards before offering a

commodity for derivatives trading. However, wide quality variations in farm produce within a state and
even wider variations across states become a challenge for putting up common quality parameters for a
commodity before the same has been offered for futures trading. Under such circumstances, there may not
be a reliance on offering standardized contracts alone, and may also consider offering trading of customized
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contracts. Plantation A or B of Arabica coffee and Cherry Clean Bulk or Cherry AB of Robusta coffee was
launched with further specifications pertaining to quality for futures trading in NCDEX.

As in the case of coffee, conforming tea to certain specifications, in similar fashion, with adherence
to its processing and tasting in terms of appearance, infusion, liquor and specifying the criteria could
be made possible for the introduction of tea futures. Instead of specifying all the grades, a limited
number of grades of tea futures could be traded in the derivatives market as is the case with coffee
futures traded in NCDEX. The role of the tea brokers would be very vital in this regard.

Furthermore, the Committee on Commodity Problems (2012) in its Report had suggested an
alternative framework comprising of developing an index based futures contract where the index could
be an auction average price for a defined category of tea. The advantage of this would be total
transparency of the asset price at closing and absence of any disputes regarding quality issues. The only
thing critical for the success of this futures market is the selection of the correct index.

Conclusion
Though many agricultural commodities are traded in the Indian derivatives market, some of the

important products have not entered this market. Tea is such a product which does not have a place in
the commodity exchanges in India so far. Coffee being a similar kind of product has a strong position
in the derivative market at national and international level. The quality aspect of agricultural crops
makes agri-derivatives somewhat complex and believed to be a deterrent factor in introduction of ‘tea
futures’. The question of homogeneity is always a persisting issue when it comes to launching derivatives
on agricultural commodities. Both coffee and tea have quite a large number of grades and sub-grades
with different quality specifications. However, there are similarities on the classifications, sub-
classification and the basis of classification as evident from our observation in the study. The huge
number of grades did not hinder the introduction of coffee futures. As coffee is getting traded in NCDEX
with certain parameters of quality specifications, the quality specifications of tea could also be assessed
and made suitable for introduction of ‘tea futures’.

In conclusion it can be said that there is scope of standardisation on tea and the problem of
homogeneity is less likely to be a hurdle for introduction of tea futures in India. However, further
investigation is necessary on development of standard specifications for tea as well as fulfilment of
other requisites like durability or storability, market coverage, value chain, price control/regulations
and correlation with the international market.
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Relationship Between Demographic Variables and
Awareness on Cybersecurity Threats: An Empirical

Analysis
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ABSTRACT
Trillions of transactions are hit every day by the online mode of Banking. As the number of

transactions is exponentially increasing, there is an increase in cybersecurity breaches resulting in a
financial loss to the customers. For any risk to get materialized there is some vulnerability left open by
the users which are triggered by the external threats by attackers. The first point of the target is always
the human being in any attack, and how he responds to that always decides the level of losses after the
incident. E-banking channels is a boon in today’s digital world when operated safely with due care,
and following all norms of distancing from cybersecurity threats. Scheduled Urban Cooperative Banks
in India has a major stake in the banking sector providing all E-banking services to its customers.
Using primary data this paper attempts to assess the relationship of demographic variables on
cybersecurity measures adopted by users of E-banking holding bank accounts in Scheduled Urban Co-
operative Banks in India. The study reveals that users across all age groups, education levels, and
gender are strongly susceptible to cybersecurity threats, and vulnerabilities. Bank’s effort to educate
users through education emails and messages is not sufficient to improve the awareness of users about
various types of threats, and security lapse. Banks are urged to go beyond mass mailing, and propagate
personalized safe protocols to adhere during E-banking.

Keywords: Cybersecurity, E-Banking, Threats, Vulnerabilities, Cyber Frauds, Urban Co-
operative Banks

Introduction
Technology has changed the way of customer service in Banks from former branch banking to the

E-banking modes, and fraudsters have also changed the ways of making theft in Bank accounts. E-
banking is flourished through various channels of Internet Banking, Mobile banking, UPI (Unified
Payment Interface) for customers for speed, convenience, and cost of delivery is concerned, but alongside
it has brought many risks and more security challenges. It has also ushered new orientation to risks,
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and innovative forms of risks.
With the ongoing digital drive in India, the number of users opting for online banking is increasing

exponentially. The number of mobile banking payments across India in the fiscal year 2019 accounted
for approximately 6.2 billion. This was a tremendous increase compared to the previous fiscal year
having 1.8 billion transactions. The Indian digital payments market is estimated to reach the one trillion
U.S. dollar mark by the year 2023 (Keelery, 2020). As per NPCI out of 144 banks that were live on the
UPI, cooperative banks formed a substantial chunk, and more than 360 cooperative banks live on IMPS
(Immediate Payment Service). Thus, customers of cooperative banks are also opting for digital banking
channels for performing financial transactions. As more individuals access their bank accounts on mobile
apps more cyber risks are emerging from mobile apps, and due to careless/unaware handling of mobile
devices. This study attempts to assess how demographic variables influence the cybersecurity measures
adopted by E-banking users.

Hackers use various innovative ways, and advanced techniques to mimic the customers to become
victim of the attack by luring the information security implemented by banks. Cyber-attacks are becoming
more sophisticated, and cybercriminals continue to develop insidious ways to breach networks.
Maneuvering ways to gain access to customer’s private and sensitive data includes social engineering,
phishing, spoofing, and malware attack, is on the rise. A breach can lead to online fraud, identity theft,
and corporate account takeover causing extensive non-irrecoverable financial damage. In all these attacks
the customer’s response plays a critical role. How the customer responds to suspicious activities like a
phone call, fake/spam mail, or fake link determine the extent of damage. Vulnerabilities left open by
the customers like weak passwords, storing sensitive information on the device, not using the auto-lock
/ timeout feature of the mobile device are most attack prone and make them susceptible. The security of
any cyber infrastructure primarily depends on how users exercise self-protective information security
behavior, and on how users implement the definition of cybersecurity in the context in which they
operate.

Literature Review
Important research work in the domain of cybersecurity has been reviewed to identify the research

gap. The summary of the selected reviews is discussed hereunder in brief.
Gratian, (2018) has correlated human characteristics with cybersecurity challenges intentions to

present a comprehensive study that examines how risk-taking preferences, decision-making styles,
demographics, and personality traits influence the security behavior intentions, and demonstrated that
the influence of individual differences on security behavior intentions can vary between environments.
The differences, and/or relationships in the awareness level of individuals towards cybersecurity issues,
considering four basic demographic factors: Gender, Age, and Education of students are studied by
Barrera, (2019). The study proves that there is no relationship between the cybersecurity awareness
level of individuals, and their age, in an academic setting in higher education.

Customer’s expectations about the modern digital banking channels were studied by Rajan, et al.
(2018), and found that the majority of the customers are opting for use of ATM, Internet Banking,
Mobile Banking, and Tele Banking as their channel of interacting with banks. But there is a need to
increase customer’s awareness about cybercrimes when dealing with online Banking, and sensitive
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financial data was pointed by Ali, et al. (March 2017) in their study on the effects of cyber threats while
dealing with online banking services. The increase in the attack has led to a decrease in the use of
online Banking, and has negatively reduced consumers’ trust in the ability of financial bank institutions
to protect them is mentioned in the study of Williamson, et al. (2006).  E-banking users face common
attacks like social engineering, phishing, password cracking, Trojans, DOS-Denial of Service, etc. DOS
is an attack-type in which legitimate users are unavailable with the required services of E-banking.
There are various defence mechanisms required to be implemented by Banking organizations that include
enabling network security firewalls and enabling policies, implementing secure socket layer, password
policies, and auditing security logs. Zachary (July 2012) studied the challenges in electronic banking
for security issues to maintain the privacy of information, and the ways of subsequent misuse of
consumers’ confidential information for recommending security measures. Information security threats
in terms of technology, human traits, and organizational vulnerability were examined by Jacob, et al
(Sept 2016). This study concluded with the fact that human-related threats pose more security issues
when comparing to other types of threats. Therefore, there is an urgent need for employee orientation,
and reorientation to address this critical issue by encouraging effective training, and education programs
on information security. Potential dangers threatening the security of e-Banking services were observed
in Anica & Liana (2010) through a comprehensive investigation of the cyber-attacks to identify the
tools and methods that can ensure the consumers’ protection in E-Banking. Cybersecurity risks of internet
banking in emerging countries was analysed by the Alghazo & Kazimi (2017) to propose a novel model
to reduce the cybersecurity risk to bridge the gap between banks, and customers which mainly emphasizes
the security guideline required to be followed by Banks, and customers. The guideline includes using
the trusted device to ensure the identity of the users while the user is logging on, sending an SMS alert
to confirm if it was the intended user, providing security warnings on Bank websites, and using Artificial
Intelligence to judge the user behaviour with continuous user Education to ensure safe Internet banking
experience. Marshall (2010) has mentioned the negative impact, and data integrity consequences with
endless degradation of sensitive commercial, and personal financial information due to internet hackers
getting access to unsecure financial systems online if cybercrimes using technology bombs like malicious
code Trojans directed at financial institutions is not minimized, and standard global, and domestic policy
regulation requirement for all financial institution’s information system security along with legal
enforcement for is non-compliance is needed.

Various information security threats faced by the Indian banks were studied by Priya (2018) showing
that phishing and DoS has been a major threat to Indian banking organizations, and further proposed
practical suggestions for managing the information security threats as Banks shall give adequate training
on information technology fundamentals, and basics on the technical aspects of information security to
all staff along with a regular review on their policies related information security, and conduct audit
exercises at appropriate time duration. Research work of Adholiya & Adholiya (August 2019) points
out that most of the e-banking users have now gained a good level of awareness or knowledge about
the cybersecurity threats, and issues, and tips, and practices to deal with the potential cybercrime in
their electronic or online banking but how frequently they follow the guidelines of the banks, and at
what extent their approach of building the complete awareness is influenced by their socio-economic
profile which may lead into formulating the effective online banking services usage policies for the
bank customers based on their socio-economic variables. The use of radio advertisements has also been
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proposed after finding that bank customers are vulnerable to all cybersecurity risks and threats by Olalere
et al. (2014).

Research Gap Literature review gives an insight that Banking customers are opting for E-banking
channels for ease of transactions. Nevertheless cybersecurity threats looms large that can be exploited
to execute an attack. Considerable research is done to suggest cybersecurity measures to be undertaken
by Banking organizations but the review asserts that human-related threats pose more security issues
when compared to other types of threats.

Scheduled Urban Cooperative Banks have a significant presence in the states of Maharashtra, Gujarat,
and Goa in India. Customer base of Scheduled Urban Banks is different compared to the private, and
public sector banks. They are less technical savvy but more enthusiastic to adopt new techniques. Few
studies have been done to understand the relationship of demographic factors with cybersecurity for
customers, and employees of private, and public sector banks. However, customers of Urban Co-operative
Banks have not been studied elaborately where the risk is the same for all E-banking users. Given this
backdrop, the gap is identified to focus on the customers of Scheduled Urban Cooperative Banks for
their awareness about cybersecurity threats, and vulnerabilities. This study will fill up the gaps and add
to a new body of knowledge.

Objectives of the Study
1. To study the level of awareness for cybersecurity threats, and vulnerabilities among the users

of e-banking facilities.
2. To analyze the responsiveness of cybersecurity risks among the users of E-banking facilities.

Research Hypotheses
In accordance with the above objectives, the following hypotheses have been formulated and

examined for the study:
H1- There is significant difference among the respondents in different age groups towards

susceptibility to cybersecurity threats.
H2- There is significant difference among the education level and vulnerability for cyber attack.
H3- There is significant difference between the gender and their exposure to cyber security risk.

Research Design
There are a total of 54 Scheduled Urban Cooperative Banks in India out of which 37 banks are

registered in Mumbai region. A focus was given to identify the Banks which are providing online services
including Internet Banking, IMPS and UPI to their customers from Mumbai region. Out of these, we
selected customers of 2 banks having their head offices in Pune and providing online services for data
collection. Using random sampling technique equal number of questionnaires were circulated to the
target respondents of these two Banks located in Mumbai, Pune and Kolhapur districts.

A structured close-ended questionnaire was designed addressing cybersecurity threats, vulnerabilities,
and security awareness. The questionnaire was vetted from bank experts. Respondents were asked to
rate on the 5 point Likert scale questions number 1 to 6 which captured information on their awareness,
and knowledge of vulnerabilities, and threats. For studying the security awareness of customers 8
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questions were asked on a 5 point Likert scale; the responses ranging from 5 Strongly Agree to 1 for
Strongly Disagree.

Out of the 156 responses received, 140 responses were found to be complete in all regards and
thereby used for the study.
Data Analysis and Discussion

The demographic characteristics of the respondents are summarized below:
Table 1: Profile of the respondents:

Total responses: 140

 
Parameters Categories Number of 

Respondent (%) 
 Gender Male 70 (50%) 

Female 70 (50%) 
 Age group 
  
  

18-25 Years  43 (31%) 
25-35 Years 42 (30%) 
35-45 Years 32 (23%) 
45-55 Years  18 (13%) 
Above 55 Years 5 (4%) 

Educational Background 
  
  
  

12th pass 12 (9%) 
Graduate 69 (49%) 
Post Graduate 54 (39%) 
Doctorate 1 (1%) 
Others 4 (3%) 

 E-banking mode Used Internet Banking  63 (25%) 
POS 22 (9%) 
Mobile E-banking 61 (24%) 
Payment Wallet  26 (10%) 
UPI 77 (31%) 

Period of using E-
banking mode 

Less than 1 month 11 (8%) 
1 month to 6 month  8 (6%) 
6 month to 12 months 12 (9%) 
More than 1 year 109 (77%) 

Source: Primary Data

The analysis of the profile indicates that the age group of 18-25 years constituted the highest number
of respondents accounting for 43 percent of the sample size followed by 42 percent amongst the age
group of 25-35 years of customers who are availing E-banking channels for making transactions.
Maximum customers of 49 percent are graduate followed by 39 percent of customers who are
postgraduate whereas 9 percent of respondents were undergraduate. All of these respondents were familiar
with the use of E-banking channels. Each of the customers was using one or more of the modes for



117Orissa Journal of Commerce, Volume XXXXI, April- June-2020, Issue No-II

making online banking transactions. The highest number of respondents of 31 percent of the total have
marked UPI as their mode of transactions followed by Internet Banking mode with 25 percent use. The
sample shows that E-banking is no more a new methodology for the customers but it has gained its
popularity since 77 percent of people are using any of these channels for more than a year. Only 8
percent of customers are new to E-banking modes registered within a month at the time of data collection.

Analysis for Hypothesis 1
H1- There is significant difference among the respondents in different age groups towards

susceptibility to cybersecurity threats.

Table 2: Response of different age group customers towards external threats.

Sl. No. Type of external threat F value p value  

1 Use of free public wi-fi, and access the internet in public places. 2.793 .029 

2 Perform online-banking transactions using free public Wi-fi. 4.643 .002 

3 Jailbreak or root to customize operating system utilities of the 
mobile device. 

3.133 .017 

4 Download apps where maximum incentives and discounts are 
offered. 

3.760 .006 

5 Open links received from emails, and social media platforms. 3.277 .013 

 Source: SPSS output

As per evidence thrown by the sample in Table 2, we accept the H1, as the p value is less than 0.05.
We are 95% confident that respondents in different age groups have different susceptibility to various
cyber security threats discussed above. Users in the age group of 18 to 35 are more susceptible to the
threats of use of free public wi-fi, and to access the internet in public places. Free public wi-fi is made
available on the airports’ railway stations, hotels, coffee shops, etc but it exposes the customer to several
disguised vulnerabilities. Free wi-fi access points may also be “rogue access points” tricking victims
into connecting to what they think is a legitimate network because the name sounds reputable, and
known. Downloading unknown apps where maximum incentives and discounts are offered and threat
of jailbreak or root the mobile device to customize operating system is also more exposed to the
youngsters in the age group of 18 to 25 years. They want to gain more access to the device to use the
additional features without knowing security risks. Jailbreaking in iOS, and root access in android
gives the privileged administrator access allowing using many interesting features of the device. At the
same time, it makes them more susceptible to malicious attacks. The operating systems of mobile devices
are locked by the manufacturer to provide minimum privilege access to the users. This is designed for
the user to stay safe against malicious attacks. If a user has administrator access, any attack that is
specialized enough will have the same access to a user account, and consequently total control to do
anything with data. Users in the young age respond to phishing mails by opening unknown links received.
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These are social engineering tactics where criminals impersonate trustworthy sources to get customers
to click on a link or download an app that contains malware. When user clicks on unverified links or
download suspicious apps they increase the risk of exposure to malware. Users in the age group above
35 years are more reluctant to download new apps or respond to any links or mails and so make
themselves safe from these attacks. Statistics reveal age has a significant role while responding to these
threats.

Analysis for Hypothesis 2
H 2- There is significant difference between the education level and vulnerability for cyber attack.

Table 3: Education and exposure to vulnerabilities for cyber attack

Sl. No. Type of vulnerability F value  p value 

1 Use an auto-lock or time-out feature on your mobile phone. 1.148 .337 

2 Change online bank passwords after accessing the internet through 
public wi-fi. 

1.649 .166 

3 Upgrade the operating system to latest versions, and regularly 
update patches for the operating system 

1.020 .399 

4 Installation of antivirus software in your phone device. 1.145 .338 

5 Storing sensitive data (debit card, Aadhar, Pan Card) on the mobile 
device 

.766 .549 

6 Password protection to sensitive data stored (debit card, Aadhar, 
Pan Card) on your mobile device  

1.434 .226 

 Source: SPSS output

As per evidence shown by the sample in Table 3, p value is greater than 0.05 in all the parameters
and therefore we reject H2. For ease of use and simplicity in operations, customers do not auto-lock
their mobile devices of all education levels. They do not change their passwords even after making
banking transactions using public wi-fi. Customers do not understand the risk behind the credentials
which get captured through public wi-fi and thereby increase chances of cyber frauds. Cybercriminals
may buy special software kits, and even devices to help assist them with eavesdropping on Wi-Fi signals.
This technique can allow the attackers to access everything that people are doing online, any information
they may have filled out while visiting webpage to being able to capture login credentials and even
hijacking the accounts. Hence entering credentials to perform online banking transactions with free wi-
fi is extremely dangerous.   Particular care is necessary to change the login credentials immediately
after completing the transaction on public wi-fi. Online Banking users are reluctant in upgrading their
operating system of the mobile device to latest versions, and regularly update patches for the operating
system. All users keep their system equally vulnerable by not installing proper antivirus software in
their mobile device. Education does not make any difference when all users normally store their sensitive
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data (debit card, Aadhar, Pan Card) on the mobile device for future use without password protection in
unencrypted form. Thereby we conclude that Education level does not have significant difference on
the exposure to vulnerabilities for cyber-attacks.

Analysis of Hypothesis 3
H3- There is significant difference between gender and their exposure to cyber security risk.

Table 4: Gender and responsiveness to security awareness while using E-banking
channels.

Sl. No. General security awareness tips F  value  p value 

1 Providing Bank credentials on phone calls. .580 .677 

2 Check for security and authenticity of any website before entering any personal 
or financial data. 1.419 .240 

3 Awareness about phishing, malware, etc circulated through emails. .391 .759 

4 Reconciliation of Bank statements with the SMS alerts received from the bank. 1.830 .127 

5 Online E-banking passwords are kept simple for easy recall. 2.336 .059 

6 Sharing passwords with bank personnel for performing online transactions. 2.441 .050 

7 Sharing passwords with friends/family/colleagues for performing online 
transactions. 2.211 .071 

8 Immediately changing the passwords in case it is shared with others. 0.193 .942 

Source: SPSS output

We studied the relationship between gender and responsiveness to security awareness while using
E-banking channels. As per evidence thrown by the sample in Table 4, we are 95% confident that both
genders are equally exposed to cybersecurity risks. There is no difference in the awareness of following
the tips for secured E-banking transactions based on gender.  As the p value is greater than 0.05 in all
the cases, we accept H 3.

Both gender customers can become the victim of fraudulent calls. When cyber criminals purport as
legitimate bank personnel and seek confidential information people concede to request easily. Customers
do not check for security and authenticity of any website before entering any personal or financial data.
They keep simple passwords for an easy recall which can be breached effortlessly by the brute-forcing
attacks. People become victim of social engineering attacks. People are less aware of phishing, malware,
or any other type of cybersecurity attack that may occur through their mobile devices resulting in financial
losses. Phishing mails are most common weapon used for executing online frauds where the sender
pretends as known person or Bank or government body asking for confidential credentials. The result
shows that gender does not make any difference while responding to such phishing mails which then
perform various malicious activities like executing malware, or Trojan to steal the data.
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Customers of both genders are less aware of basic security guidelines of changing the passwords
once it is shared with someone or reconciling bank statements with the online transactions and checking
the transaction alerts generated on the mobile devices. Banks mandatorily send SMS alerts on the
registered mobile number and email id of the customers. These alerts are the best navigator to spot
fraudulent activity for users. For any suspicious alert received on the activity not done by the user, if
reported faster in minimal time to the Bank call center or helpdesk number, the bank may be able to
resolve it sooner and restore any missing funds to customer’s account. It may also block the account
immediately to prevent further attack. Our study finds that general security awareness is lacking in
both the gender equally.

Conclusion
This study largely signals that general users of e-banking channels are unaware of the inherent

cybersecurity threats, and vulnerabilities as they perform online banking operations. Despite having a
higher educational degree most users do not realize the unseen threat camouflaged under freebies,
discounts, and look alike authentic sites of government authorities, banks, etc. There exists a high
probability that the negligent customers might not realize funds being usurped from their account. For
failing to immediately reconcile bank SMS alerts with digital passbook balance to check for authorized
transactions, customers tend to lose the battle as fund reversal is not feasible due to being time-barred.

When educated people fall easy prey to cyber-criminal attacks, it raises questions on the security
of E-banking transactions and makes the E-banking system vulnerable.  An increase in the growth of
online banking suffers challenges due to attacks, and the risk of fraud (phishing) data compromise.
Urban Co-operative banks may lose customer trust if cyber frauds remain unchecked.  Continuous
Customer education and reinforcement of safety protocols to be followed while using E-banking channels
need to be constantly harped upon the users.

Recommendations
Short quizzes with rewards attached to cybersecurity threats like social engineering, Phishing,

Vishing, Trojans, Malware attacks may help to increase individual awareness. Providing proper, and
adequate information regarding security best practices to the customers on Bank websites or while
logging into the digital application can be a step towards reducing the risk of fraud occurrence. There is
a need for incorporating compulsory topics on cybersecurity in the academic courses in all education
levels to increase the awareness about security. Extensive use of social media to propagate security
measures to be integrated as a lifestyle measure while using e-banking channels should be done by the
banks. Mandatory training clips about cybersecurity guidelines, and various possible threats in vernacular
language should be provided to the customers in higher age groups, and customers having low education
levels when they register for E-banking applications. E-banking channels is a boon in today’s digital
world when operated safely with due care, and following all norms of distancing from cybersecurity
threats.
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 ABSTRACT
Port vis a vis the logistics and transportation & other allied sectors are critical to the economic

prosperity of an economy. The ports are the gateways to the global market.  The state of Odisha is
known for its maritime history and overseas trade for centuries. The economic history especially the
cotton route legacy reveals the contribution of this trade to the prosperity of the state. Probably, because
of successive invasions and British occupation this activity did not get patronage, subjected to subjugation
and therefore, it could not flourish. Even after independence and five year plans this sector was deprived
of its due importance. The world witnessed the role of ports in economic upsurge of different countries
including our neighboring countries. Therefore, the government of India after 2014 started the project
Sagarmala to strengthen this sector. Fact remains that, Odisha’s is known for its geological endowments
and whatever economic development has been achieved so far in the state, and its contribution is
significant. At the same time the state is also equally strong in its geographical features. A synergistic
and strategic convergence of these two will help the state to emerge as an economic power- house of
the country. This paper, therefore, discusses the geographical feature, especially how to harness its
benefits. As port is one such crucial asset. This paper, therefore, discusses the geographical feature that
is the imperatives of port, port infrastructure and the enabling legal framework that can boost the trading
activities of the region.

Keywords: Port, Logistics, Transportation, Economic Development, Legal framework

Introduction
High quality public infrastructure accelerates growth and prosperity of an economy. Therefore

designing a strategic vision of type and quality of infrastructure is very crucial. Integrated infrastructure
planning is sin quo non for regional development. One of the very important infrastructure planning is
efficient ports with better throughput which is supported by a network of transportation and logistics.
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There are evidences where many economic benefits’ have accrued to many countries. The countries
have become prosperous because of well functioning multimodal   ports and its hinterlands. Empirical
results also show that the countries have experienced their bilateral trade volume has increased
significantly because of raising the efficiency of ports. Even there was a marked difference in the
economic value addition and surprise increase in employment.

The port plays an important role in global supply chain and act as facilitation of trade. For that
matter ports need to be more competitive if a region or a country needs to be benefitted. Ports can be
competitive by strengthening their maritime links, ancillary infrastructure and operations apart from
hinterland connections. Just  for one example: Shenzhen which was once a small fishing village turned
into world’s largest metropolis through an export driven growth, triggered by free trade zone enabled
by an ultra modern port. Further, (a) Economic Value Addition (EVA) created by ports and port related
industries are substantial; (b) There are four different types of impacts of port; direct, indirect, induced
and catalyst. Direct impacts are jobs and income generated by construction and operation of the port.
Indirect impacts are the employment and impact on the suppliers of goods and services. The catalyst
impact is the income and employment generated by the port as driver of productivity growth and
incentivizing and inviting new firms. And the induced impact is the employment& income generated
by the consumption of goods and services by the employees.

Odisha’s maritime heritage is known for its rich maritime advantages with a long coast line of 470
kms. The economic history of Kalinga (earlier name of Odisha) reveals its glorious maritime trade with
South East and South East Asian countries. This trade route was known as “Cotton Route”. Once upon
a time the traders with the patronage of the Gajapati and other kings contributed to the prosperity of
this kingdom. The merchandise traded ranged from cotton and silk textile to various types of spices and
handicrafts of wood, horns, stone, silver filigree. With the advent of Mughals and British occupation
over centuries, this trade got a setback. There were systematic attempts to destroy the activities. During
that time, historians report that, there exist more than 15 ports in the state on the Bay of Bengal which
were connected through river ways. Now efforts are being made to promote bilateral trade, ties with
these countries leveraging the Diasporas linkage and ethnocentric linkages. Considering the potential
of trade, an integrated planning is very much essential. A good and vibrant industrial base keeping in
mind the local resources, efficient transport connectivity and strong logistics sector, Ports in India and
Odisha can deliver economic wonders if it has proper logistics.

Review of  Literature
Musso E, Benacchio M, Ferrari C (2000) in his research paper “Ports and Employment in port

cities” found that port attracted industries can represent a relatively large share of employment and
value added of port regions. According to them a functional approach is to be used to capture the port
attracted industries. Input and output models should be frequently used to identify the inter-sectoral
links of these industries with the port.  This study has found that 10% of employment and 16% of value
added of the main port regions in North West Europe. Korinek.J.,Sourdin P (2009) in his research
paper “Maritime transport costs and their impact on trade policy” discusses that  a higher maritime
transport costs are related to lower external trade volumes and doubling of maritime transport costs
between two countries is associated with a decline in the value of  imports and a decrease in the trade
volume. Olaf Merk (2010) in his research paper “The competitiveness of global port cities” discusses
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that many economic benefits are associated with a well functioning port like they lower the cost of
trade, generate value added and employment and attract certain economic sectors. He analyzed that
doubling the port efficiency of two countries is found to increase their bilateral trade volume and firms
in other regions also benefit from efficient ports when exporting and importing and links with other
sectors mostly takes place outside the port region. He discussed that the ports can also be made more
competitive by strengthening their maritime links, port operations and hinterland connections. Merk,
Ducruet, Haezendonck, Dooms (2011) in their research paper “Competitiveness of port cities: The
case of the Seine Axis” explains that the value added creations by ports and port related industries can
be substantial. It includes both direct and indirect value added. Even higher shares of regional and
national GDP are attained for the port cluster of Le Havre representing more than 21% of regional GDP
in 2007 and the case of the port cluster Antwerp that generates 3% of national GDP. Ferrari, Merk,
Bottaso (2011) in their research paper “Ports and regional development: An European perspective” In
general four different types of impact are distinguished direct, indirect, induced and catalytic impact.
Direct impacts are job and income generated by the construction and operation of the port. Indirect
impacts are the employment and the impact by the suppliers of goods and services and the induced
impact is the employment and income generated by the spending of incomes by employees created by
the direct and indirect, Catalytic impact is generated by the port as a driver of productivity growth  and
attractor of new firms. Mohammad Monirul Islam Monir (2017) in his research paper “The role of
port Chittagong on the economy of Bangladesh” analyzed and found that performance of Chittagong
port authority is considerably low. There will be shortage in the capacity in near future without creating
new capacity and performance improvement. Average ship turnaround time is 4.26days and dwell time
for a container is 17.48 days. Moreover the port has some natural limitations because of this reason the
port cannot provide services to larger vessels. CPA is lacking with the use of IT system as result casting
a lots of mismanagement and unnecessary delays. They have also issues of lack of skilled labour and
lack of modern cargo equipment at the port.

Relevance of the Study
There is no denying the fact that the industrialization contributes significantly to both the GDP of

the country and the per capita income. The industries of the country need to be competitive which is
dependent on the logistics and the port sector. According to the Ministry of Shipping, around 95% of
India’s trading by volume and 70% of value is carried out through maritime transport. The Indian ports
and shipping industry is the life line of country’s economic prosperity. The country occupies 16th position
in the world with regard to maritime activities and coast line length.  Realizing the contribution of this
sector Govt. of India opened up for 100% foreign direct investment through automatic route along with
a ten year tax holidays. Hence study is mandatory on the economic prosperity of paradeep port.

Scope of the Study:
Port sector in India were driven by high growth in External trade. In the year 2019, traffic at major

ports of the country reached 699.05 million tones. Many countries with large coastlines like China
have leveraged ports for aiding industrialization. India has a long coastline about 7,517 km with more
than 200 ports, providing ample opportunities for the port sector.  Special Economic Zones (SEZs) are
also being developed in close proximity to ports. India is striving to improve its manufacturing
competitiveness with the “Make in India” initiative. Ports are the drivers of socio- economic change
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and aid long term growth trajectory of the economy. The Government is making effort towards developing
ports into manufacturing eco-systems which attract trade as well as investments. Ports also aid in creating
employment and economic and industrial growth of an entire region. The major ports are performing
well financially, despite their shortcomings and inadequacies. It also underlines the significance to
improve on these inadequacies at the earliest so that the stakeholders, especially the users are benefited
by the improved efficiency in terms of cost and time.

Objectives
On the premise of this proposition this paper discusses and analyses the following.
(i) To analyze the status of the infrastructure and the services rendered by the Paradeep port.
(ii) To analyze the trade volume transacted through port to verify whether the modernization of

port is a stimulating factor to promote trade and manufacturing in the state.
Research Design

This study is purely based on secondary data. Only a time series analysis has been made with
regard to the transactions effected through this port from 2014 to 2019. At the same time the present
infrastructure status of the port was also assessed. Most of the information was collected from the
Paradeep port website and Export promotion Board of Odisha. The study postulates a hypothesis that,
port mordnisation accelerates the economic activities in the region and not vice versa. Therefore attempts
are made to correlate the two

Analysis and Interpretation
Table 1:  Showing value (in lakhs) of GSVA and GSDP of Odisha from the year 2011-12 to

2019-20

 
2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 

Primary 65832.8 80098.6 85433.6 92601.2 90256.2 107159.5 112066 135669.9 148843.8 

Secondary 69517.3 72239 85276.4 81259.6 82442.7 106682.4 114327.4 131921.6 137051.1 

Tertiary 84881.6 96825.5 109732.6 121340.8 131807.1 141892.7 161595.3 179888.7 194675 

Gross State 
Domestic 
Product 

230987.1 261699.6 296475.4 314250 328549.5 393562.4 434769.2 495840.1 533822.5 

Percentage  

GSVA/GSDP 
0.95 0.95 0.95 0.94 0.93 0.90 0.89 0.90 0.90 

Source: Self compiled
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Table1 stated the showing the value and percentage of GSVA and GSDP of Odisha, during the year
2011-12 to 2019 -20. The percentage of GSVP and GDP 2019 -20 is 0.90 % which shows that the growth
is steady as compared to the previous year. As we can see the tertiary sector is growing in terms of value
so rapidly as compared to primary and secondary sectors of previous years. Which means Odisha
contribution in the GSDP needs to be improvised more specially in primary and secondary sectors?

Figure-1: Showing GSVA and GSDP of Odisha from the year 2011-12 to 2019-20

Figure1.1—highlights the Gross State Value Added (GSVA) by economic activity at current prices for the
year starting from 2011-12 to 2019-20.

Economic Features of  Odisha:

Table 2: Showing the GDP, FDI and infrastructure of Odisha and India

Parameter Odisha India Percentage 
of Odisha 

GDP as percentage of all states GSDP 2.5 100 0.025 
GSDP growth rate(%) 10.28 9.8 1.049 
Per capita GSDP(US$) 1438.74 1456.76 0.988 
Industrial Infrastructure     
PPP Projects(Operational) 6 740 0.008 
SEZ(Operational) 4 222 0.018 
Physical Infrastructure     
Major and minor ports 1+2=3 13+187=200 0.015 
Airports 2 125 0.016 
Installed power capacity(MW) 7338.42 3433788.39 0.002 
Wireless Subscribers(Feb 2018) 33044432 1156867852 0.029 
Internet Subscribers(Dec 2017) 10440000 445960000 0.023 
National Highways (Length) 5413 115435 0.047 
FDI INFLOWS     
Cumulative FDI equity inflows since April 2000(US 
$ billions 0.425 368.05 0.001 

Source: Self Compiled
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Table: 2:  the above table depicts the indicators of the economy of the state in percentage terms
such as: GDP, Infrastructure and FDI during the year 2019. From the figures it is construed that the
GDP growth of the state is positive and higher than the national average. Many factors have contributed
to this growth like the industries, transport, port, agriculture and services sectors.  Except the GSDP in
all other indices, the industrial and physical infrastructure Odisha’s picture is gloomy. So far port and
FDI are concerned the state has a very discouraging picture where the cumulative FDI is only 0.001
percent. Investment in infrastructure both from the state and private sources need to be augmented to
match with other developing states of the union.

Table: 3: Showing the Traffic handled capacity of Paradeep port from 2010-11 to 2017-2018
in MT (Million Tones)

 

Year Overseas Coastal Total  
Unloaded  Loaded  Total Unloaded  Loaded  Total Unloaded  Loaded  Traffic Percentage increase 

2010-11 12826 13951 26777 836 10904 11740 13662 24855 38517 --------- 
2011-12 15103 14793 29896 1751 10790 12541 16854 25583 42437 10.177 
2012-13 18482 15181 33663 1409 11340 12749 19891 26521 46412 9.366 
2013-14 27509 17206 44715 1666 10630 12296 29175 27836 57011 22.836 
2014-15 29655 14489 44144 1565 9821 11386 31220 24310 55530 -0.0259 
2015-16 33790 7507 41297 2203 10754 12957 35993 18261 54254 -2.297 
2016-17 36848 2098 38946 2268 15338 17606 39116 17436 56552 4.235 
2017-18 38509 7346 45855 2163 19985 22148 40672 27331 68003 20.248 

Source: Self Compiled

Table: 3 discusses the traffic handled by Paradeep Port from 2010 to 2018. It indicates the average
growth of coastal and overseas traffic growth at Paradeep Port. It is observed from the data that the
growth of traffic of both overseas and coastal is more or less unstable.  However, the average growth of
2013-14 and 2017-18 are very impressive with 22 and 20 percent growth over the previous years.
Therefore, it can be construed that efforts are being made to enhance the traffic in times to come.
Increase in traffic means increase in the business activities in the state.

Table 4:  showing the commodity wise traffic handled (percentage wise) in Paradeep  port

Commodity 2014-15 2015-16 2016-17 2017-18 
Coal 52.60% 40.60% 41.50% 48.80% 
Petroleum, Oil&Lubricants 26.60% 31.10% 33.10% 25.10% 
Others 13.60% 9.10% 7.50% 9.90% 
Iron 1.00% 12.40% 11.90% 8.70% 
Fertilizers 6.00% 5.00% 4.40% 5.50% 
Container 0.20% 0.10% 0.10% 0.20% 
Total 100.0 100.0 100.0 100.0 

Source: Self Compiled
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Table: 4. Shows the commodity wise traffic handled by Paradeep port from the year 2014-15 to
2017-18 in percentage terms.. The data reveals the fact that only coal dominates the total traffic handled
by the port followed by Petroleum products. Iron ore traffic has picked up gradually after a shrink in
2014-15. In the year 2017-18,  But what is the cause of concern is the gradual  fall in the traffic of other
commodities, which constitute handicraft, handloom, minor forest produces ,agri produces etc.  The
traffic handled in fertilizers, has increased in the year 2018-19 to 5.50% which is satisfactory as compared
to the previous years but below the percentage of 2014-15.. Container has gradually given a satisfactory
result in the year 2018-19 with 0.20% as compared to the previous years. The results of the traffic of
commodities might be fluctuating in percentage terms but in monetary terms there was a significant
increase, as indicated in table 1.3

Table 5: Table showing the percentage and value of exports made through Paradeep port
from the year 2013 -14 to 2017- 2018 (In Crores Rupees )

Item 2013-2014 2014-2015 2015-2016 2016-2017 2017-2018 
Metallurgical products 7682.25 

 (40.89%) 
10836.98 
(55.42%) 

13132 
(66.07%) 

25185.93 
(61.62%) 

31566.46 
(61.00%) 

Engineering, chemical and 
allied products 

3531.21 
(18.70%) 

3383.49 
(17.30%) 

1294.79 
(6.51%) 

4478.72 
(10.96%) 

5892.73 
(11.18%) 

Mineral products 3546.78 
(18.89%) 

634.00 
(3.24%) 

539.44 
(2.71%) 

8389.53 
(20.53%) 

8117.91 
(15.41% 

Agriculture and forest 
products 

02.92 
(0.02%) 

04.39 
(0.02%) 

07.58 
(0.03%) 

16.51 
(0.04%) 

165.22 
(0.31%) 

Marine products including 
Fish and shrimps products 

1699.41 
(9.05%) 

2069.00 
(10.58%) 

1969.00 
(09.90%) 

2508.32 
(6.137%) 

3086.97 
(5.86%) 

Handloom 0.64 
(0.003%) 

0.84 
(0.004%) 

0.87 
(0.004%) 

235.16 
(0.57%) 

0.53 
(0.02%) 

Handicraft products 0.85 
(0.004%) 

0.67 
(0.003%) 

0.22 
(0.001%) 

2.73 
(0.006%) 

1.63 
(0.003%) 

Textiles 10.00 
(0.053%) 

40.29 
(0.20%) 

17.23 
(0.08%) 

5.44 
(0.013%) 

15.31 
(0.029%) 

Pharmaceutical 0.93 
(0.004%) 

2.52 
(0.012%) 

2.31 
(0.01%) 
 

6.30 
(0.015%) 

13.67 
(0.025%) 

Electronics 2300.46 
(12.24%) 

2567.17 
(13.13%) 

2902.21 
(14.60%) 

5.65 
(0.013%) 

3776.11 
(7.16%) 

Gems and Jewelry NIL 0.54 
(0.002%) 

0.50 
(0.002%) 

NIL NIL 

Others (Service Provider) 10.00 
(0.053%) 

12.01 
(0.061%) 

09.62 
(0.04%) 

37.90 
(0.092%) 

40.55 
(0.076%) 

Total 18785.45 
(100.00%) 

19551.90 
(100.00%) 

19875.77 
(100.00%) 

40866.54 
(100.00%) 

52677.09 
(100.00%) 

Source: Self Compiled
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Table 5; Table showing the percentage and value of exports made through Paradeep port from the
year 2013 -14 to 2017- 18. From the value we can analyze that the export of metallurgical products in
the year 2013-14 was Rs. 7682.25 cr has gradually increased in 2015-16 to Rs. 13132.00 cr  then  in
2016-17 it increased to Rs. 25185.93 cr and 2017- 18 it has increased  to Rs. 31566.46 cr .The export of
engineering, chemical and allied products in the year 2013-14 was Rs. 3531 cr where has in the year
2017-18 the total export was Rs.5892.73 cr is encouraging. But it needs more attention. The export of
mineral products in the year 2013 -14 was Rs. 3546.78 cr it had a remarkable increase in the year 2016-
17 , and in the year 2017-18 the value was Rs. 8117.91.The export of agriculture and forest product in
2013-14 was 0.02% where as it has increased in 2017-18 to 0.31%. This is an encouraging trend that
exports of agricultural and forest products from the state are increasing. Both the activities provide
livelihood to approximately 60% of the total population of the state.

Therefore, it is construed that such increase in exports of such commodities from the state contributes
to the economy of the households as well as to the state. The export of marine product in the year 2013-
14 was 9.90% it increased in the year 2014-15 to 10.58% then it declined in the year 2017-18 to 5.86%.
Again, there is a great potential of marine products trade which could not be achieved. Again the export
of handloom, handicraft in the year 2013 -14 was Rs.0.64 cr while the export of these product was not
in a satisfactory position towards the year 2017- 2018 was Rs. 0.53 cr. Thus these products need a
special attention. The export of textile product in the year 2013-14 was Rs.10 cr. And it increased
rapidly in the year 2014-15 to Rs. 40.29 cr. And gradually decreased in the coming year of 2015-16 to
Rs.17.23cr and decreased to Rs. 5.44 cr. in the year 2016-17. But again the export of textile product
increased Rs.15.31 cr. in the year 2017-18. The export of pharmaceutical product has given a satisfactory
growth from the year 2013-14 to 2017-2018. From the table we can see that the export of pharmaceutical
product in the year 2013-14 was Rs. 0.93 cr. it gradually increased during the year and in the year
2017-18 the value of export increased to Rs.13.67 cr. which is quite satisfactory. The export of other
products from paradeep port during the year 2013-14 was 10 cr. and it increased in the year to 2017-18
to 40.55 cr. which is satisfactory.

Findings
The key issues of current times for India are how to create the globally competitive India and to

ably surge ahead leading economy of the world. In order to mature into a developed economy from an
emerging economy the country has to reduce its biggest problem, unemployment and poverty. Here in
this paper the infrastructure and services rendered by Paradeep port has been analysed from the year
2011 to 2018 for a period of 8 years and found that the external trade between the countries is dependent
on maritime transaction costs. The cost and volume of trade by the land locked countries have always
higher costs of trade. A study of 97 developing countries by researchers Prof. Radelet & Sachs (1998)
found that 17 countries from the group are landlocked and their transport and insurance costs are twice
high in comparison to the coastal countries.

Conclusion
This study reveals an important positive correlation between port infrastructure expansion and

economic activities being carried out in the state. But, one disheartening fact was marked while
enumerating the composition of commodities exported. That the commodities and activities which are
maximum economic multipliers are not performing up to the mark. The export potentiality of the products
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belonging to agriculture, forest, textile, handloom, handicraft, electronics, pharmaceuticals etc are huge.
The Atma Nirvar Bharat, the Start up and Stand up India initiatives can be leveraged by the state to
derive the benefits.   The ports and the necessary infrastructure will play a catalyst as the economic
booster.
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A Study of Economic Impact of COVID-19
Pandemic on the Tea Growers of Assam

Uddipana Gogoi1 & Prof. Rama Chandra Parida2

ABSTRACT
The tea industry of Assam is 172 years old and it contributes significantly to the economy of Assam

in terms of production, revenue, employment etc. The tea industry in Assam provides average daily
employment to more than 6.86 lakh persons in the State(Economic Survey of Assam, 2018). Assam
alone produces more than half of India’s tea production. Due to outbreak of the pandemic, the tea
gardens of Assam have been closed down since 24th March 2020. Due to the continuation of lockdown
during the peak season, the stakeholders of the tea industry of Assam will face huge hardships in terms
of production, revenue and employment. Even tea garden labour force would face the samemusic. The
NETA figured out that estimated loss of total crop yield will be about 80 million Kg. and estimated total
revenue loss worth of Rs. 1,218 cores for the state.

In this paper an attempt has been made to study the impact of COVID-19 lockdown on the financial
health of tea industry of Assam. The research is descriptive in nature. Three variables i.e., production,
revenue and employment are considered for the study. Data source is secondary which are collected
from Annual Reports of Tea Board, Economic Survey of Assam, reports of NETA, WHO, Tea Market
Research Report and related research articles, newspaper articles and websites. Data are analysed
with the help of tables, diagrams, correlation and regression analysis. The study highlights about
economic loss suffered by the stakeholders due to decline in production, revenue and employment of
the industry. It also highlights the measures taken by the Tea Board and the Ministry of Industry and
Commerce for revival and minimisation of financial impact (Covid impact) among tea growers of state.

Keywords: Tea Industry of Assam, COVID-19, pandemic, economic impact etc.

Introduction
In India the tea industry was set up by the British Rulers in the nineteenth century which now

occupies a significant position in the economy (Gogoi, U.). Tea is one of the industries which is controlled
by Tea Board and the board is created by an act of Parliament. Tea is cultivated in 15 states in India
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comprising Assam, West Bengal, Tamil Nadu, Kerala, Tripura, Himachal Pradesh, Uttarakhand, Bihar,
Karnataka, Arunachal Pradesh, Manipur, Meghalaya, Mizoram, Nagaland and Sikkim. Tea produces of
Assam, Darjeeling, Nilgiri and Kangra are world famous for their finest quality, delicate flavour, strength
and brightness (Tea Board). Indian tea is primarily sold through Tea Auction Centres including  Darjeeling
tea, Assam tea, Nilgiri tea, Kangra tea, Munnar tea, Dooars-Terai tea, Masala tea and Sikkim tea. The
Tea Board of India has allowed license to some of the producing states to market and sell their products
under their own brand like Assam Orthodox, Assam CTC, Nilgiri Orthodox, Sikkim Tea Organic, Munnar
Green Tea, Dooars-Terai Tea, Kangra Tea and Tripura Tea. Moreover, the small tea growers of Assam
also produce and sell  small amount of tea varieties like green tea, oolong tea, orthodox black tea,
dheki-made tea, white tea, golden tea etc.

Status of Assam in Indian Tea Industry
Assam is one of the major tea producing state of the country. According to the 64th Annual Report

(2017-18) of Tea Board, India ranked second position in the world tea production by producing 1,322
million kgs of tea where share of Assam is 676.31 which account for 51.16 per cent of total tea production
of India. During  2018-19, India produced 1350.04 million kgs of tea out of which Assam contributed
701.35 million kgs of tea which accounts for 51.95 per cent of total tea production of the country. Here
the contributions of big tea growers of Assam are 389.80 million kgs. which  accounts for 55.57 per
cent and small tea growers of Assam produced 311.55 million kgs. which  accounts for 44.42 per cent
of the total tea production of the state (Tea Board Statistical Report). The Tea Board figured that Assam
has the highest number of tea gardens i.e, 1,01,850 which accounts for 48.08 per cent out of total
2,11,794   tea gardens in the country.  Here, the number of big tea gardens of the state are 765 which is
being cultivated in 2,32,399.35 hectors of land and the number of small tea gardens in the state are
1,01,085 cultivated in 1,05,291 hectors of land. The tea cultivated land area of the state is also highest
i.e. 53.04 per cent of total tea cultivated land area of the country.

The tea industry in Assam provides average daily employment to more than 6.86 lakh persons in
the State, which is more than 50 per cent of the total average daily number of  labour employed (on an
average 11.1 lakh labour employed per day) in the country as a whole under tea industry (Economic
Survey of Assam, 2018).  The tea industry employs 1.2 million permanent workers making the industry
largest employer in formal private sector (Saha, D., Bhue, C. & Singha, R.). It provides livelihood to
tea estate owners, professionals, tea garden workers, owners of small tea gardens and home based micro-
mini factories, tea agents, tea shop owners, sellers of equipment, chemicals, pesticides etc., employees
of research institutions and other related institutions. Tea gardens provide employment both on permanent
and temporary basis. Permanent workers are mainly engaged in clerical, factory and garden assistants,
supervisory work etc. While temporary workers are engaged in plucking, helper, cleaner etc. Moreover,
a good number unemployed youths of the state are engaged in the small scale tea farming for their
livelihood and gradually it becomes a promising home based industry as well as a source of livelihood
in the rural economy of Assam. The 64th annual report (2017-18) of the Tea Board figured out that
there are 87, 675 of registered small tea growers in the state which is highest among all tea growing
states of the country and they contributed 44.42 per cent of total tea production of the state.

India ranked fourth position in the world tea export by exporting 256.06 million kgs of tea (Tea
Board statistical report). Although India is the second largest producer of tea in the world it ranked
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fourth in world tea export because around 80 per cent of such production of the country goes for domestic
consumption (Tea Board). During  2018-19, the figure is 80.74 and in 2017-18 it  was 80.63 (compiled
from Tea Board statistical report). The total export of the country for the year 2018 is 2,56,060 thousand
Kgs. which valued Rs. 53,3,53,260 (thousand). The exported tea varieties are bulk tea, instant tea,
packet tea and tea bags (Tea Board Statistical Report). The exports are generally made to European
countries, Middle East countries, USA, UK, Sri Lanka, Pakistan, Bangladesh, Taiwan, Malaysia, China,
Japan etc. The average annual world auction price for Indian tea is US$ 2.03/Kg. Assam has sizable
contribution of the total tea export of the country The Auction Data 2018-19 of Tea Board figured that
the Guwahati Tea Auction Centre sold total 1,53,470 thousand Kg. tea at annual average price of
Rs.148.07/kg. The total Assam Tea sold through Tea Auction centres during the year 2018-19 was
2,89,311 thousand Kg. at an annual average price of Rs.158.87/Kg. generating revenue of Rs.
4,59,62,838.57 thousand for the state.
COVID-19 Pandemic and Tea Growers of Assam

The COVID-19 pandemic has spread over 213 countries and globally the number of reported
confirmed cases is 3,0,90,445 and confirmed deaths are 21,7,769 (as on April 30, 2020, WHO). Due to
outbreak of the pandemic, nationwide lockdown was called by the Government of India from midnight
of 24th March, 2020 and since then the operation of tea gardens of Assam have been completely
suspended. Due to the continuation of lockdown during the peak season, the stakeholders of the tea
industry of Assam   face huge hardships in terms of production, revenue and employment in days ahead.
The Tea Association of India reported that the country will loss estimated 110 million kg. tea due to on-
going lockdown. The lockdown will cause an estimated loss around 150 million kg. of tea and revenue
loss of 12 per cent for the state of Assam and West Bengal (The Assam Tribune dated 1st April, 2020).
The North Eastern Tea Association (NETA) figured out that estimated loss of total crop yield will be
about 80 million Kg. and estimated total revenue loss will be about Rs. 1,218 crores for the state. The
Ministry of Industry and Commerce, Assam reported that the state has incurred a loss nearly Rs.600
crore due to decline in production estimated at 32 million kg. during the lockdown. The employment of
workers and employees also become uncertain due to non-operation of the tea gardens.
Objectives of the Study

The study of Covid impact on tea growers of Assam has been made with the following Objectives;
1.4.1 To examine of the impact of COVID-19 pandemic on the production, revenue and

employment of tea growers of Assam.
1.4.2 To figure out the role of government and Tea Board to minimise the economic loss of

the tea growers of Assam.
Research Methodology

The present research study is descriptive in nature. Three variables i.e., production, revenue and
employment are considered for the study. The population of study is tea growers of Assam including
both big growers and small growers. Data source is secondary which is collected from Annual Reports
of Tea Board, Economic Survey of Assam, reports of NETA, WHO, Tea Market Research Report and
related research articles, newspaper reports and websites. Data are analysed with the help of tables,
diagrams, correlation  analysis, ANOVA, regression analysis  by using SPSS.
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 Results and Discussions of the Study
The results and discussions of the study are made under the headings like (i) impact of the pandemic

on tea production, (ii) impact of the pandemic on tea revenue, (iii) impact of the pandemic on employment
and, (iv) role of the government and institutions for the tea sector of Assam in view of Covid 19 pandemic.

Impact of the pandemic on tea production of Tea Growers of the study area
Due to break out of the pandemic the nationwide lockdown has been implemented in phases by the

Government of India. The on-going lockdown temporarily suspended all economic activitiesof the
country except some selected emergency service sectors. The tea industry sector of the country also
completely suspended their operations since 24th March, 2020. Although the State Government allowed
for commencement of operations of tea gardens of Assam with only 50 per cent of workforce from 15th
April, 2020, it also led to crop loss due to insufficient workforce. During these lock downs, the tea
garden owners faced huge losses of their crop productions because the first flush season begins during
this period and even such loss will continue till May 2020. Because there is a necessity for skiffing1 of
overgrown tea leaves to maintain proper plucking of tea. It also leads to loss in manufacturing of made
tea of the state and the country as a whole.

To figure out the probable loss of green tea leaves production in Assam due to the lockdown, the researchers
have estimated productions for the month of March and April for the current year (2020) by considering last ten
year’s productions of respective months with the help of correlation  analysis. The table-1, table-2, table-3 and
table-4 are related to the estimated production of Assam for the month of March, 2020.

The table 1 (correlation) shows that value of Person Correlation is .670 which indicates high positive
correlation between the dependent and independent variables. The P value is .034 which is less than .05
implying that correlation is significant at  .05 level of significance.

Table 1: Correlations

 Year Production of March 

Year 
Pearson Correlation 1 .670* 
Sig. (2-tailed)  .034 
N 10 10 

ProductionofMarch 
Pearson Correlation .670* 1 
Sig. (2-tailed) .034  
N 10 10 

Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)

Table 2: Model Summary

Model R R Square Adjusted R 
Square 

Std. Error of the 
Estimate 

 
1 .670a .449 .380 7.31851 

Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)
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The model summary table 2 revealed that the R square value is .449 implying that independent
variable (i.e. year) is 44.9 per cent responsible for variance in dependent variable (i.e. production of
March). The ANOVA test (table 3) provides that the regression is significant (i.e. P value of .034).

Table 3: ANOVAa

Model Sum of 
Squares 

df Mean 
Square 

F Sig. 

1 

Regression 349.603 1 349.603 6.527 .034b 

Residual 428.484 8 53.561   

Total 778.087 9    

Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)

Table 4: Coefficientsa

Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 

1 
(Constant) -4126.378 1623.167  -2.542 .035 

year 2.059 .806 .670 2.555 .034 

a. Dependent Variable: Production of March 2020
Source: SPSS outcome (calculated by usinglast ten years statistical data of Tea Board)

From the values of co-efficient table (table 4), the estimated production for the month of  March
2020 is calculated by using the appropriate equation-

Here, dependent variable (y) = estimated production of March
Independent/predictor variable (x) = year(i.e. 2020)
Constant (m)=2.059
And, beta value (b)= -4126.378
Therefore, the equation is y =mx+b
Y= 2.059*2020+(-4126.378)
   = 32.802 (approx)
Thus, the estimated production of Assam for March, 2020 in Assam is approximately 32.80 million

kg. which is lost by the tea growers of the state.
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The table-5, table-6, table-7 and table-8 are related to the estimated production of Assam for the
month of April, 2020. The correlation table 5 revealed the value of Pearson correlation is .647, implying
that the dependent and independent variables are highly correlated with each other. The correlation
coefficient is significant as P value (.043) which is less than .05.

Table 5: Correlations

 Year Production of April 

Year 
Pearson Correlation 1 .647* 

Sig. (2-tailed)  .043 
N 10 10 

ProductionofApril 
Pearson Correlation .647* 1 

Sig. (2-tailed) .043  
N 10 10 

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

Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)

The model summary table 6 reveals that the R square value is .419 implying that the independent
variable (i.e. year) is 41.9 per cent and is responsible for any variance in dependent variable (i.e.
production of April). The ANOVA test (table 7) highlights that the regression is significant as P value is
.043.

Table 6: Model Summary

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

1 .647a .419 .346 5.62062 

 a. Predictors: (Constant), year
Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)

Table 8: Coefficientsa

Model Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 

1 
(Constant) -2955.266 1246.595  -2.371 .045 

year 1.485 .619 .647 2.400 .043 
 
a. Dependent Variable: Production of April

Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)
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From the values of co-efficient table (table 8), the estimated production for the month of April
2020 is calculated by using the appropriate equation-

Here, dependent variable (y) = estimated production of April
Independent/predictor variable (x) = year (i.e. 2020)
Constant (m) = 1.485
And, beta value (b) = -2955.266
Therefore, the equation is y = mx + b
Y= 1.485*2020+ (-2955.266)
   = 44.43 (approx.)
Thus, the estimated production for April, 2020 in Assam is approximately 44.43 million kg. which

is lost by the tea growers of the state. The total estimated crop production loss for the tea growers of
Assam during the month of March and April, 2020 is nearly 77.23 million kg. This led to a huge reduction
in the annual production of the State and it also significantly influenced on annual production of the
country because Assam is the major tea producer of the country.

Impact of the Pandemic on Revenue of Tea Growers
The tea growers of Assam and the state government earn sizable revenue from the tea industry of

Assam. But the huge production loss and closure of tea Auction Centres in the state during the lock
down periods has led to huge revenue loss for the stakeholders of tea industry of Assam.  The table-9
shows estimated revenue loss of the tea industry of Assam due to close down of their operations for
continued lock downs in the beginning of the season. The estimated production loss of Assam tea industry
for the year is 77.23 million kg.

As per Tea Board figure all India average tea auction price of Assam Tea for previous year is Rs.
158.87 kg.  Hence estimated revenue loss for the tea growers of Assam is approximately Rs.12269.53
thousand(Rs.158.87/kg. x 77.23 million kg.)which is a huge attack on the economy of Assam as it
hampers the state GDP.

Table-9: Estimated Revenue Loss for Tea Growers of Assam

Sl. 
No. 

Estimated Production 
Loss(million kg) 

All India Average Auction 
Price of Assam Tea(2018-
19) (Rs./kg.) 

Estimated Revenue 
Loss (thousand Rs.) 

1. 77.23 158.87 12,269.53 (approx.) 

Source: Calculated by authors

Impact of the Pandemic on Employment of Tea Industry
A sizable population of Assam is directly or indirectly dependent on tea industry of the state. Being

a labour intensive sector, there are more than 6.86 lakhs daily wage earners engaged in the tea industry
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(Economic Survey of Assam, 2017-18). It provides direct employment approximately to four lakhs
people and indirectly to approximately 20 lakhs people (The Assam Tribune dated May 7, 2020). The
outbreak of covid-19 pandemic brought  economic crisis to all these people as they are unable to generate
earnings due to the suspension of activity during the season. With permission of State Government 50
per cent of the workforce get back to employment. The State Labour Welfare Minister has ordered all
employers and management to pay wages on due dates and also the rations to labourers without any
deduction. Recently the State Government has ensured the payment of full wages to all workers and
employees of Assam Tea Corporation Limited (ATCL) for the lockdown period. The tea labourers having
PMJDY have been credited in their accounts of Rs.500 and those who do not have ration card or bank
account have been given Rs.1000 each. Although such financial relief packages are provided by the
government, but their employment security is still uncertain. The owners of small tea gardens of Assam
have been already suffering from financial crisis and liasoning  with the State Government over the
years for financial packages and other benefits. And now the Covid 19  has further aggravated    economic
crisis to them.

Government and Institutional role for the Tea Industry of Assam
The measures and strategies adopted by the Central/State Government and Tea Board to minimise

the economic losses of the tea industry of the study area are;
a) The state government allowed tea gardens to resume the operations from 15th April, 2020with

50 per cent workforce with various health safety conditions.
b) A Standard Operating Procedure guideline for Tea Sector COVID-19 is issued by the Tea Board

for implementation of various preventive measures by the tea gardens during their work time.
Some of them are

 All Estates (big and small growers) have to adhere to the guidelines issued from time to time
regardingthe preventive measures for COVID-19 outbreak by the Central/ the State Government.
The garden management should ensure the screening of health parameters of their workersand
staff deployed in the field operations, and provide basic protection care such as handgloves,
notified face masks, protective uniforms, sanitizers, water facility (in fields, crèches)for hand
wash with soaps etc.

 Only minimum number of workers have to be deployed (as prescribed by the StateGovernment/
District administration from time to time) in production activity and due consent from each
worker/staff shall have to be obtained. Details of workers, such as name, age, medical history
of their family members have to be maintained in a separate register. Proper social distancing
norms have to be adopted during the field operations and otherduty hours within the estate and
factory premises as directed by the respective State healthdepartment/ District Administration.

 The migrant workers must be properly screened before they are deployed for the field operations.
Their details such as travel history, previous nature of work, general health conditions etc.,
shall also be recorded, maintained and shared with the respective District administration.

 Depending upon the pruning cycle, the un-pruned sections may be skiffed so that the over
grown tea leaves are discarded to get the new shoots.
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 Minimum handling of green leaves and proper hygiene shall be ensured while plucking and
handling of green tea leaves. The agriculture equipment used in the garden operation shall
properly be sanitized before and after use.

 The management may organize health awareness camps in the gardens to disseminate various
regulations issued by the State Government/the Central Government regarding prevention of
COVID-19 out break among the workers.

 The management should furnish the list of vehicles and workers with necessary information
such as registration number, name and designation of worker, etc., to obtain vehicle pass and
exemption permits from the respective District Administration.

c) The Tea Board conducts random checking of auction teas to check the compliance of Food
Safety and Standards of India (FSSAI) so that sellers able to realise better remunerative price
to minimise their loss occurred during lockdowns.

d) The Consultative Committee of Plantation Associations (CCPA), the largest apex body of Tea
Association of India (TAI) has cited to the Government of India about the crisis situation of tea
industry due to the lockdowns and asked liberal financial support from Central Government
during this situation.

e) The Kamrup (metro) District Authorities permitted the Guwahati Tea Auction Centre (GTAC)
to restart and conduct e-auctions in a limited manner from 20th April, 2020.

f) In order to help sellers during the lockdown GTAC has decided to reduce “waiting time for
sellers” to 17 days instead of 19-21 days. Now, the producers need not to wait for usual 19-21
days to sell their crops and it will reduce their cost of warehousing.

Conclusion
Tea industry of Assam has a great influence in the economy of our country as it occupies highest

position in terms of production, quality, demand, area of cultivation, export and employment among all
tea producing states of the country.  Assam tea has a good demand in international market for its quality,
liker and good aroma. A sizable amount of local population and also from outside the state people are
directly or indirectly earning livelihood from the tea industry of Assam. But due to outbreak of the pandemic
the economy of the tea industry like all others is badly affected. The covid-19 pandemic is considered as
threat for the whole tea industry since    nationwide lockdowns, during beginning of peak season of tea
industry, cause decline in production, consumption, export, revenue and employment rate. As it is a primary
source of livelihood of many rural people, it also declined   per capita income and finally GDP of the state.
The state Government, Central Government, Tea Board, GTAC etc. have adopted  some measures minimise
the negative impact of the pandemic by issuing health safety norms, societal norms, financial relief packages,
tea garden operation procedures etc. The collective effort of government and the society as a whole will
certainly help to overcome the economic losses in the days ahead.
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Appendices
Table A.1: Actual Production of Assam Tea for the month of March and April (2010

to 2019)

Years Production of March 
(Million kg.) 

Production of April 
(Million Kg.) 

2010 14.79 38.17 
2011 23.67 37.02 
2012 11.74 30.13 
2013 9.38 42.46 
2014 15.53 27.17 
2015 11.87 35.14 
2016 31.29 32.38 
2017 21.09 44.24 
2018 33.35 48.31 
2019 32.91 44.92 

 
Source: Compiled from Tea Board Statistical data
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Table A.2: Variables Entered/Removeda

Model Variables 
Entered 

Variables 
Removed 

Method 

1 yearb . Enter 

a. Dependent Variable: ProductionofMarch a. Dependent Variable: ProductionofMarch
b. All requested variables entered.

Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)

Table A.3: Variables Entered/Removeda

Model Variables 
Entered 

Variables 
Removed 

Method 

1 yearb . Enter 

a. Dependent Variable: ProductionofApril
b. All requested variables entered.
Source: SPSS outcome (calculated by using last ten years statistical data of Tea Board)

*****
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Qualitative Study of Employee Perception on
Retention Strategies:

 A Case of Bule Hora University, Ethiopia
Dawit Udessa1 & Prof. Kishor Chandra Meher2

ABSTRACT
The purpose of the study is toassessperception of employee on organizational work force retention

strategies at Bule Hora University, Ethiopia. The study adopts qualitative research with interpretative
phenomenology approach. From those population of study of staff, purposive sampling techniques has
been adopted for data collection throughsemi-structured questions for the interview of the respondents
and focus group discussions.The data has been collected, grouped, coded, analyzed and interpreted
through narrative study. Findings of the study reveal that mutual expectation of employer and employee
is binding contract between employees and organization. Further, understanding employee expectation
before developing retention strategy is helpful to develop acceptable strategies. Although Bule Hora
University has good employee retention strategies, there is still employee dissatisfaction because of
inclusiveness problem of major strategies and unfairness in employee handling system.The study
contributes to the management of the University in redefining the staff retention strategy in the light of
the findings.

Keywords: Employee Retention, Employee Perception, Retention Strategies, Employee
Satisfaction.

Introduction
Employees are the most important, valuable and productive asset of an organization and needed to

be retained for the betterment of the organization (Singh, 2019). The best organizational retention
strategies begin from hiring the right categories of people who consider themselves as valuable asset of
organization and deserve their commitment for organizational goal achievement (Lincoln (1996). Boxall
and Purcell (2003) suggestthat organization need to attract and retain high quality people in order to
gain a competitive advantage.
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Effective employee retention is the systematic effort by the employers to generate and promote an
environment that encourages existing employees to stay behind employed by having policies and practices
in place that address their varied needs (Mitala, 2003&Gary, 2008). Best way to enhance employee
retention is to understand what the employees require from organization and providing them. Pitiris
(2009) suggests that if the strategies developed is aligned with the expectation of the employees and
communicated well to them; they are most likely remaining to be employee of the organization. His
main idea here is that organization need to understand employees’ expectation to succeed with employee
retention. The means through which understanding employees’ expectation is assessment of employee
perception about organizational employee handling practices. Therefore, this study isconducted to assess
employee perception on Bule Hora University work force retention strategies.

Literature Review
Perception is a personal manifestation of how one view the world which is colored by many socio

cultural elements (Mc Donald, 2011). Dictionary meaning of perception is the ability to see, hears, or
become aware of something through the senses. Psychological definition of perception is the
neurophysiologic processes, including memory, by which an organism becomes aware of and interprets
external stimuli.It is also defined as a process of take in sensory information from our environment and
uses that information in order to interact with our environment.  Perception is personal interpretation of
observed phenomena in the environment after experiencing situation. People can give their perception
about what they saw or heard by selecting, organizing and interpreting their sensory stimuli into
meaningful information.

Importance of Knowing Employee Perception
Assessing and knowing employees feeling about the retention strategies; support organization not

to invest in ineffective strategies that cannot yield comparative advantage, because most of the retention
strategies practiced by organization required an additional investment either in the form of cash or in
the form of time and commitment. James and Mathew (2012) stated that having better understanding
about why the employees are leaving or want to leave organization is bases to develop effective retention
strategies. Leign (2002) forwarded that companies have to understand employees’ expectations in the
work place before implementing retention strategies in order to achieve desired objectives of employee
retention.

Employee Retention Strategies
Employees are the most important, valuable and productive asset of an organization and needed to

be retained for the betterment of the organization (Singh, 2012). The long term health and success of
any organization is the result of competent employees in the organization. The best organizational
retention strategies begin from hiring the right categories of people who consider themselves as valuable
asset of organization and deserve their commitment for organizational goal achievement Lincoln (1996).
Boxall and Purcell (2003) suggested that organization need to attract and retain high quality people in
order to gain a competitive advantage. According to this view the investments on recruitment, training
and salary costs expected to be returned in the form of organizational performance improvement
(Hammersak, 2002). If the right person is appointed, costs relating to training will be minimized, delivery
breaks decreased, production or services increased and putting organization in the position of achieving
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its key performance objectives (Slack, Chamber and Johnson, 2007). According to these scholars if
organization did not hire right person for the job, retention is not good as it may affect organization
negatively by having inefficient employees for long period of time.

Types of Employee Retention Strategies
Many researchers studied about employee retention strategies and identified different types of

strategies. Walker (2001) identified seven factors that encourage employees to stay with organization:
compensation and appreciation of the work performed, the provision of challenging work, opportunities
to learn, positive relationships with colleagues, recognition of capabilities and performance contributions,
good work-life balance, and good communication within the organization. Echols (2007) argued that
not only strategies identified by Walker (2001) is sufficient to retain employees but he suggested that
when it combined with selective promotion and salary action, the learning and development process
then itis strong retention activity. Hytter (2007) concluded that employee retention strategies are
workplace factors such as rewards, leadership style, career opportunities, training and development of
skills, physical working conditions, and work-life balance. An others researchers such as Arnold (2005),
Herman (2005)and Hiltrop (1999) stated that effective training, and opportunities to learn and
development is key strategies to retain talented employees. Some authors argued that providing
promotion and career development opportunities to individuals make employees stick to organization
(Kellough and Osuna, 1995). Mitala (2003) identified primary retention strategies into five major
elements namely employee compensation strategies, working environment strategies, employee growth
strategies, employee relationship strategies and employee support strategies. According to the findings
of this scholar, under each category of strategies there are sub elements that need to be addressed to
retain employees.

Employee Compensation Strategies
According to Mitala (2003) competitive compensation benefit packages include financial and non-

financial incentives. Financial rewards are the rewards given for employees in the forms ofcash and
expected to assists the employees to boost their financial and social status. It includes bonuses given to
employee who have achieved given assignment and increased profitability or customers satisfaction
beyond expectation (Khan, W. & O. Mufti,2012).   Non-financial rewards arethe rewards thatgranted
to employees to increase their morale like recognition through an appreciation letter. This appreciation
is in any form from the supervisor, customer or colleagues will foster employees’ loyalty with their
organization (Walker, 2001).  Gomez-Mejia, Luis and Balkin (1992), Scott, Morajda and Bishop (2002)
identified reward as one of the motivating factors to retain workforce. Heneman and Judge (2003)
argued that reward is retention strategy if and only if it is large and unique that its difference is noticeable
for it to be meaningful, create confidences between employees and organization and fair and justifiable.

Working Environment Strategies
Working environment strategies include physical structure, surrounding and atmosphere of the

workplace (Mitala, 2003). Working environment is considerable important to retain employees for
long periods of time. Hytter (2008) discussed in his study about working environment as industrial
perspective, focus on aspect that is noise, toxic substances exposure and heavy lifts. An environmental
issue of the organization is dependent on nature of the job. Ramalall (2003) indicated that people
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prefer to work in and stay with the organization that provide positive work environment, where employees
perceived work environment is good and different from others.

Work life balance is one of the working environment strategies, which includes flexible hours,
telecommuting, dependent care, alternate work schedules, vacation and wellness (Freyermuth, 2007).
Robert (2005) suggested that it is comparatively a recent trend that being used by various organization
to promote healthy balance between individual personal and professional life to retain talented work
forces. In the current increased work demand and complex work environment balancing employees
work environment with personal life is help employees to cop up with their issues of elder and child
care, and many other issues of life (Spinks,2004). The stress due to load of work or imbalance between
personal and professional life is resulted in frustration of employees and lead to decline in employee
performance that overall affect organizational effectiveness and competencies (Devies, 2001).

Employee Growth Strategies
Employee growth strategies include advancement prospect and development on the job and

organization (Mitala, 2003).
Training and development is one of the employee growth strategies that teach existing employees

new knowledge, skills and abilities to ensure their continued usefulness to the organization and meeting
their personal desires for advancement. When employees are provided training, they feel that organization
is interested in them and want to develop their career(Villegas, 2006).He suggested that they feel
organization consider them so important and capable that is why the employer is investing on them.
This leads to employee retention.   Most of the organization offer training considering it as advantage
for organization to retain and to use improved skills and advanced knowledge for organizational goal
achievement, but few authors argued that training and development can have negative impact on
employee retention if it is not managed properly as it may open opportunities to join other organization
by the skills gained from training or learning (Sommer, R.D, 2000).

Some authors argued that promotion and career development opportunities make employees stick
to the organization (Kellough and Osuma, 1995 and Rawat, 2013). According to them, having promotion
strategy is essential in retaining organizational workforces as they are looking for advancing their career
goals. Moncarz et al, (2009) stated that Organizations that focus on employees’ career development
and give promotion on regular bases are more effective in retaining their employees. Authors such as
Rawat, (2013), Pargamit and Veum (1989), Meyer et al, (2003), prince (2005) and Eyster, et al (2008)
forwarded that career development important strategy to retain employee.
Employee Relationship Strategies

Employee relationship strategies include mode of interactions existing between employer and
employees, superior and subordinates, subordinates and subordinates, organization and outside world
(Mitala, 2003). Greenhaus (2004) suggested that the relationship between supervisor and worker play
important role in employee retention as employees views regarding organization are strongly concerned
to their relationship with supervisor. According to him, if supervisor support, open communication and
have good relationship with employees, the intentions of employees to leave organization are likely
less and more engaged with organization. Bratton and Gold (2003) argued that supervisor feedback
helps employees to feel more confident and empowered to deal with organizational matters and being
organizational staff.
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Employee Support Strategies
Employee support strategy is about giving assistance to the needy of the employee in order to

develop trustworthy in the employees as they feel organization is their home (Mitala, 2003).  This
strategy involves giving people the tools and equipment to get the job done. Employees felt accepted
and recognized if they receive a range of support for their work aid from top level management of the
organization. People feel happy when they have what they need to perform and when they give supportive
materials for their job accomplishment. This will increase employee job satisfaction make them stick to
organization. According to Greenhaus, (1994) Expected employee supports are learning support,
providing written documentation, employee handbook and operating manuals to assist them how to
know more about the job they assigned to. He further suggests that employees become more engaged
and involved in their tasks if they have an open and transparent communication with their bosses.
Statement of Problem

Employee retention requires different measures to be take in order to encourage employees let
them to stick to organization for the long period of time. It is not ease task for organization to apply and
succeed in retention strategies because of individual differences and preferences among the employees.
Mello (2011) stated that the significant challenges to retain employees is the fact that the different
employees motivated by different factors in relation to their desire to stay with organization.

Different scholars have studied aboutemployees’ retention strategies at different organization and
time.All of the studies conducted on the matter of employee retention are reflecting importance of
strategies to retain talented workforce regardless of the differences in strategies.Boxall and Purcell,
(2003), prince (2005), Hytter (2008), Greenhaus, (2004), and chapman (2009)conformed importance
of strategies to retain talented work force and its implication on organizational growth and
development.All of the scholars stated above whom conduct research on retention strategies are give
focusonly to show importance of retention strategies by overlooking employee feelings on strategies
and strategy implementation.

James and Mathew (2012) stated that having better understanding about why the employees are
leaving or want to leave organization is bases to develop effective retention strategies. Leign (2002)
forwarded that companies have to understand employees’ expectations in the work place before
implementing retention strategies in order to achieve desired objectives of employee retention. Despite
of stating importance of understanding employee expectation before strategy development and
implementation; two scholarshave not included employee feeling or perception in their study.

Most of the researches have studied about employee retention strategies are out of Ethiopia but
very few research has been done in Ethiopian context. Thus the study takes cognizance of setting gap
because the results of these studies may not be applicable in the context of Bule Hora University. There
is also evidence of methodological gap, because methodology used for that study is not applied for this
study.Therefore, this motivates the researcher to conduct study at Bule Hora University to fill the
identified gaps.
Research Questions

The purpose of the study is to explore employee perception on organizational work force retention
strategies and the following questions are framed for the study.
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1. How do the employees perceive work force retention strategies of the organization?
2. How do the employees think of post implementations of retention strategies?
3. How do the employees feel about the challenges of strategiesimplementation?

Specific Objectives
1. To assess how employees perceive organizational work force retention strategies
2. To explore how employees think of post implementations of retention strategies by the

management
3. To examine employees feelings about the challenges of implementation of retention strategies.

Research Methodology
The Study approach employed in this study is qualitative phenomenological research designto

investigate employees’ perception and attitudes about University retention strategies and practical
application. Qualitative phenomenological approach help the researcher to describe human behavior at
work place through observation and it also assist research to understand attitude, feeling and perception
of the people about Bule HoraUniversityretention strategies.

The totalPopulation of the study is 2910 staff of Bule HoraUniversityboth academic and administrative.
The sample size of the study was 22 from which 14 are for interview including two middle level managers’
and8participants for focus group selected by purposive sampling technique.Source of data was primary
sources and data collected through semi-structured question with probing. All information has been collected
through note taking during interview and focus group discussions. The data collected are organized, grouped
and coded according to its similarities and analyzedby explanation and narration.

Results and Discussion
To maintain confidentiality and for the sake of simplicity of data analysis and presentation, the

information gathered from respondents are grouped into themes and coded. The information collected
for this study is grouped into three themes: General retention strategies and employee perception, post
implementationof the retention strategies and employee perception, and Challenges on implementation
of retention strategies. Each and every question asked for data collection are grouped under its theme
and coded into two broad categories: Codes according to the categories of respondents and according
to responses from them. The codes as per respondents are used to analyze data from different categories
of respondents to triangulate results for the credibility assurance, and codes according to the responses
areclubbed in one place where different responses are given for single question. Accordingly codes are
given as follows. Individual respondents have been given the code of (IR), Focus Group Discussion
given the code of (FGD)and leaders’ respondents are coded as(LR). Individual respondents have been
given further codes because of multiple responses obtained for single question. Individual response
category one (IRC1), individual response category two(IRC2) and so on are coded for all questions if
respondents answer are different for single question.

Employee Expectation and Organizational Practices
Employees have certain expectations regarding their employers, such as the provision of satisfactory

working conditions, adequate remuneration for the work done, open communication channels.
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Respondents were asked about their expectation of Bule HoraUniversity while they join it. IR replied
that they havehigh expectation about employees handling system of Universityas it is a federal
government institution that accommodatesall nations and nationality of the country and the place where
employees are treated well.Responses of FGDshow that, employees expecting Bule HoraUniversity as
the place where (institution in which) Ethiopian federal Civil Servant proclamation are really practiced
and employees are treated fairly. As the view of Leadersemployees prefer Bule HoraUniversitybecause
ofeducational opportunity.

Expectation gaps consequently may affect the employee’s motivation and the decision to acceptthe
offered job and to meet employer’s expectation (Presti&Pluviano, 2015).  Lotko, Razgale and Vilka(2015)
have stated that the expectations gap is the phenomenon which can be a factor of an employee’s negative
experience or the employer’s inadequate offering. According to the IRC1Actual practices in the Bule
Hora University are more than their expectation, because University providing themfree educational
Scholarship and 80% discounted rate of payment in continuous education program, as well as, discounted
rate of payment for their children in community school. In opposite viewIRC2replied that actual practices
of the Universityare not asmuchthey expected. They said “University is federal institution that acts
internationally, but there is high sense of localization during assignment of positions and placement in
higher job post. According to the FGD responses, there is the gap between expectation and what
experienced, because in our Universitythey said “disciplinary procedure is not as per the proclamation,
but higher officials take the measure they like without consent of immediate supervisor”. As the view
of leaders, Bule HoraUniversityemployee handling system is better than employees’expectation.

Employee Experiences of Retention Strategies
Employee Retention Strategies refer to policies and practices that an organization uses to satisfy

the diverse needs of employees and create an environment that encourages them to stay with the
organization.

Respondents were asked about employee retention strategies of the University and replied as follows.
IR said, Bule HoraUniversityhas good employee retention strategies, especially educational and
promotion strategies are the most important strategies that employees are happy with. Most of the
respondents expressed as they are happy with University retention strategies, but very few said, Currently
designed and implemented strategies are not sufficient, but it need additional strategies to retain highly
skilled and competent employees, especially academic staff.

FGD expressed that Bule HoraUniversity retention strategies are good, but there are some actions
that make employees dissatisfied. They said further as they are happy with Bule HoraUniversity employee
retention strategies, but they commented on employees placement issues as it is not good because, they
said,employees placement during JEG (Job Evaluation and Grading) redeployment are not based on
the employees profession, rather it were based on higher officials interest to assign someone at the
position where they want to place him/her. LR replied as management of theUniversity designed and
implemented different types of strategies in both wings according to the nature of the jobs they assigned
to. What they consider as retention strategies are Housing services for academic staff, community school
for children of all staff with discounted payment, free scholarship and 80% discounted payment in
continuous educational program for admin staff and transportation and staff cafeteria services as core
strategies, employees’ supportive services and beautification of the working environment.
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Employee Feeling About Retention Strategies
Denton (2000) argued that employees who are satisfied with their current jobs are more committed

towards their work and always put their best efforts to improve their organizational effectiveness as
well as focus on better customer’s satisfaction. While formulating retention strategies the employers
should keep into consideration some of the basic expectations that almost all the employees have from
their employer. IR replied that the feeling of all employees of the University is somewhat good, but
there is mixed feeling, because those employees who are placed out of their professions during JEG
redeployment are not happy with retention as they are not satisfied with the position they assigned on.
The members of the focus group agreed upon the feelings of the most employees are good, but lower
level employees who have no access to educational opportunity because of their current educational
level are not happy with the retention strategies, because even though they have been learning in private
college or Bule Hora TVAT College University didn’t support them. Regardless of their low salary
payment, they pay full amount of educational fee for their respective colleges. Hence they arenot happy
with employee handling system of the University.Leaders have opined thatemployees feeling are good
with employee retention strategies of the University.

Strategy Implementation and Employee Perception
Respondents were asked about implementation of specific employee retention strategies of Bule

HoraUniversity to assess deep feeling about employees handling practices of the University and replied
as follows.

Working Environment and Employee Perception
Tajammal and Sana (2013) conformed that providing an attractive and healthy physical environment

at the workplace helps in creating a positive energy in the organization which ultimately enhances
overall productivity and satisfaction of employees. Accordingly respondents were asked about physical
working environment ofBule HoraUniversityand replied; IR said thatphysical working environment of
the Bule HoraUniversityis dramatically improved and becoming attractive now, but before one or two
years it was bad because of dust at winter and mud in the rainy season. The conjunction at one small
room for expertise and teachers are disgusting before two or three years, but it has been improved now
especially for administrative expertise. Even though there is a shortage of offices and office facilities
for teachers till now, things are hopefully improving and employees feel good. FGD members are agreed
that physical working environment is improved and safe for health of employees. LR also confirmed
that physical working environment has been improved than before and it is progressively improving.

Work Life Balance and Employee Perception
Vimala (2012) forwarded that the role of work life balance is important in everybody’s work life.If

the organization cares about it, employee will be more satisfied, committed and engaged with the
organization and there is no point in leaving the organization.Answer from respondents about Bule
HoraUniversity work life balances strategy implementation are as follows.IRC1said work life balances
are good, becauseBule HoraUniversity facilitates work shift schedule for employees who work in stressed
environment like employee cafeteria services, Library, Dormitory and security services. IRC2argued
that work life balanceis not good because of levelof salary paid for employees comparing to high living
standard of the area.FGD argue that, work life balance is good in relation to the Universitystrategies;
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because University gives relief for employees to readjust their workload life by resting time provided
them with work shift schedule. LR believes that work life balance is good with respect to University
strategies rather thanhigh living cost of Bule Hora town.

Growth Strategies and Employee Perception
Employees work in an organization to achieve their personal as well as organizational goal.

Employees’ priority is to work for themselves and later on for the organization and if they are notsatisfied
with their growth, they will not be able to contribute in the organization’s growth (Lewis and Sequeira,
2012).

Employees have replied about Bule HoraUniversity employee growth strategies as follows According
to the responses of IR, career development opportunities is good before two or three years, but now no
career development for administration staff. FGDhas raised issues about free scholarship and discounted
rate of payment as the best retention strategy, but they have agreed that learning strategy is not inclusive
because lower educational level employees who are following their education out of Bule HoraUniversity
are not considered and supported. LR says, growth strategy is good regarding education opportunity,
but there is inclusiveness problem training and development program is there, LR argues as Bule
HoraUniversity annually invests huge financial resources on training and development program to build
capacity of employees with necessary skills.  They said about employee career development as it isstopped
because of Job Evaluation Grading (JEG) redeployment.

Employee Relation Strategies and Employee Perception
Patricia (2015) suggested that having good relationships with superiors as well as colleagues tends

to create a positive work environment and a special bond amongst the employees where they trust and
support each other to deliver the best of their performance. All respondentsreplied as Bule HoraUniversity
employee relation is good.

Supportive Strategies and Employee Perception
Employee support strategy is about giving assistance to the need of the employee in order to develop

trustworthinesswithin the employees as they feel organization is their home (Mitala, 2003). It involves
giving people the tools and equipment to get the job done.  Samuel (2008) suggested thatemployees
feel accepted and recognized if they receive a range of support for learning and working including job
aids, written documentation, employee handbooks, operating manuals, or even software tools for
independent learning.

Respondents were asked about Bule HoraUniversity employee supportive strategy and replied.
According to IR Bule HoraUniversity employee support services are good, but most of the administrative
staffs have reservation as there is no balancing between administration and academic staff and academic
staffs are privileged than admin staff. As evidence they raised issues of housing services and housing
allowance for all academic staff and none of admin staff are paid even directors and office holders.
They said also administrative directors and team leaders are not paid even position allowance that paid
for academic director at similar positions leading to disparity. The members of focus group are agreed
as employee supportive services are good. Even if the ideas about differences in supportive services
between admin and academic staff are raised during discussion, members of group are agreed as strategies
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derived at University level are not different. So they conclude that strategies of the University regarding
employee support services are good. For their evidence they raised about transportation services to and
out of the University to their home, community school for children of the staff with discounted rate of
payment, all working materials supply in office like computer, cleaning materials such as soap and soft
and like. LR replied, University has good employee supportive system.

Compensation Strategies and Employee Perception
The employees always have high expectations regarding their compensation packages. So an

attractive compensation package plays a critical role in retaining the employees.Mitala (2003) identified
competitive compensation benefit packages include financial and non-financial incentives. IR replied
that in Bule HoraUniversity there is no compensation system. They further argued that salary level of
the university is not even attractive than local institutions’ salary. FGD also agreed with the ideas of IR,
as Bule HoraUniversity has no good strategies regarding employee compensation. Leaders also confirmed
that as University currently has not compensation packages such as bonus and rewarding system.

Challenges of Strategy Implementation
Respondents are asked about their attitude, opinion, perception and believe on Bule HoraUniversity

employees’ retention strategyimplementation challenges and replied as follows. IRC1 said, currently
everything is good, but for the future there will be challenges because of the saturation of University
job structure. Today most of the employees are learning in continuous education program to upgrade
their educational status and they need better job position after their graduation. According to their
argument currently providing educational access for employees is good retention strategy, but for the
future it may be challenging if compensating strategy haven’t developed side by side. IRC2said,
Employees retention strategies implemented by University is good, but there are challenges of assigning
right person at the right positions during redeployment, as the result, the employees placed without
their professions are not happy with the positions they are  assigned to.

As per the view of FGD, employee retention strategies of the Universityaregood;but there are
practices that make employees dissatisfied and challenging implementation of the strategies. They
discussed about and agreed upon the disciplinary measure which is not good, because higher officials
take disciplinary measure immediately as they are informed by someone without clarifying issues by
asking about offence from immediate supervisor or from employee suspected to be penalized. They
immediately suspend employees from job and salary without further inquiry. According to their argument
most of the employees are dissatisfied with such cases and fear that they may also suffer from similar
action.

Leaders replied that the challenges of the implementation of the retention strategies are behaviors
of the employees at workplace. As per their argument, employees expecting and requesting thatUniversity
currently can’t afford them. When they are not provided with what they were asked, they may not
happy. Theyreplied about employee complaint on redeployment issues and said, the problem of JEG
redeployment is because of the mistakes of redeployment committee. During the redeployment,
committee needs to refer personal documents of each and every employee, but at a time they didn’t
refer it. As the result, employees were misplaced out of their professions.
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Summary of Findings
The result of the first research question, which is about opinion and expectation of employees on

retention strategies of the University reveal that employees have very high expectation from
Universityduring the application and joining theUniversity for Employment. As their argument,
University is federal government institution in which all employees over all the country are taking part
in and treated fairly and equally, but the results from respondents reveals that there is a tendency of
inclination to localization, especially during job position assignment.

Regarding the employee retention strategies the study reveals that Bule HoraUniversity has good
employee retention strategies such as employee education policy for staff and children of the staff,
housing provision policy for academic staff, facilitation of working environment both physical and
psychological. As the findings of the study, working environment is bad before two years, but now it
has dramatically changed and in fast phases it is improving. Employees are provided with shifting
schedule to balance their life with burden of the job because of nature of the job they assigned to. The
study also reveals that Bule HoraUniversity employee relation and support services are good.

The results of assessment about implementations of employees’ retention strategies reveals that
employees feel happy with implementations of strategies like working environment both physical and
psychological, employee relation and employee supportive services. Employees are not happy with
compensation strategies at all. Regarding growth strategies there are mixed reaction amongst the
employees of the University, because there are some groups of the employees that not taking advantage
from University educational policy. Those employees who get access to educational policy are happy
and consider implementation of growth strategy is good, but others not. As per the finding, there is a
gap in inclusiveness of the policy. Employees who have not graduated with diploma or not having
Level 4 COC (Centre of competency) certificate are not included in the policy, but more than half of
the University administrative staff are within this category of employees.

Findings of the study also reveals that the strategies designed and implemented are good, but practical
activities and action taken at the level of University management create challenges of implementation,
because most of the employees are dissatisfied by disciplinary action taken by University management
by breaking discipline procedure. Another challenge is employee placements out of their professions.

Conclusion
Organizational success highly depends onhiring and retaining competent and talented

workforces.Successful employee retention is required having viable strategy that attract and retain
competent employee to an organization. The study concludes that understanding employee expectation
and perception can help organization to develop viable strategies that hold employees for long time
with the organization. Not only having good strategies retain employees, rather employees are more
satisfied when they are treated fairly and equitably. Researcher also conclude that employees are eager
and happy more for their handling (treatment) than tangible and affordable strategies given to
them.Employees of Bule HoraUniversityareprovided with number of retention strategies from University,
but most of themstill unhappy with slight deviationof activities or action from its normal procedure.
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Implication of the Study
This study will assist Bule HoraUniversity management to develop important and acceptable

employees’ retention strategies, as it has identified gaps with existing strategies. If the management of
the University accept and use the findings of the study it would contribute more for University goal
achievement. Because, this study has identified important issues which make employees happy if
implemented properly. If employees happy with University handling system they will serve the
management well and this will improve organizational acceptability among the community.

Limitation and Direction for Future Researchers
This study has methodological limitation as it used pure qualitative research approach that cannot

evaluate relation between variables; so that the findings of this study need further study to fill gaps
resulted from research approach. This study is not including impact assessment of retention strategies
to evaluate how retention strategies reduce employee turnover and how University get benefited from
strategies it implemented. Further research studiesmay be necessary to assess both negative and positive
impacts of retention strategies of the University.
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Leadership Role and its Effectiveness for Exploring
Benefits of Implementing Human Resource

Development Programs
Dr. G. P. Mishra1, Dr. J. K. Chandel2 & Dr. K. L. Mishra3

ABSTRACT
This article explores the role of leadership toward realizing financial benefits of implementing

Human Resource Development programs by contemporary organizations. Views and findings of different
leading authors like James Adetunji Odumeru, Oladele AyodejiIlesanmi, Bob Hill, Richard A. Swanson,
Yongmei Liu, James G.Combs, David J. KetchenJr., R. DuaneIreland, Jerry W. Gilley, Steven A. Eggland
and Ann Maycunich Gilleyhave been discussed in this article. The findings shows that line and staff
managers in financial firms use a consultative Leadership style, with staff managers being more
consultative than line managers. The statistical test confirms the findings.

Keywords: Human Resource Development, Return on Investment, Human Capital, Financial
Benefits, Leadership, effectiveness

Introduction
Leadership has become the most important topic for research in recent times (Yukl, 2002), this

study does not show that the research is done at managerial levels. Various researches on leadership
suggest that it is the key determinant of organizational success (House, R.J & Podaskoff, P.M., 1995).
Leadership is the process whereby one individual influences other group members toward the attainment
of organizational goals (Yukl, 2002). Employees are required to follow their leaders (in our case
managers) as they provide direction to the organization (Cialdini, R.B., 1988) but why employees or
followers respect and admire the leaders and what is the leaders position across managerial levels, this
is not clear from the previous research done by many researchers, hence there was need to find the
cause of it for which this research is done. Thus we may say that every individual is different to each
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other and that each individual possess different characteristics (Geier, J.G, 1969). According to Great
person theory, leaders possess key traits that totally different from other and they possess special traits
that distinguish them from others (Barker, R.A. 2001). In this theory role across is not incorporated but
some researchers have different views than stated above (Argyris & Schon, 1996). In this research the
effects of independent variables on dependent variable was not known, hence there was need to do
research. In a study of leadership behavior, Ganguli (1964) found that majority of the managers preferred
the autocratic style and almost 31 % also showed their preference toward autrocratic style of leadership.
Similar results are reported by Myers. But these researches were not conducted across the managerial
level. The role of Indian culture has also been emphasized in describing the leadership orientation of
managers. Chattopadhyay (1975) and Moddie (1968) described Indian managers as authoritarian and
hierarchical.  This attitude in the Indian culture is also reported by Kalra (1975). He found that 75 % of
the managers studied expressed their concern on this issue. In an experimental study of three cultures,
namely, India, Africa and South America, Meade and Whittaker (1967) found Indians to be highest in
authoritarian than any other group.  Another reason of their being authoritarian is that most of the
managers are young and are from the marketing function. This is also shown in a study by Pinder and
Pinto (1974) that young managers tend to be more autocratic and inclined to make quick and independent
decisions. In the same study, they found that managers from sales department demonstrate orientation
towards autocratic style. None of the researchers tried to find the effectiveness across the managerial
level, hence there was need to take this study.

The research findings of Meade (1967) , Kakar (1971) , Ganguli (1964) , Thiagrajan and Deep
(1970), Meade and Whittakar (1967), Reilly and Roberts (1978), assert the importance of authoritarian
style for the division and effectiveness of the organization. Calvin Hoffman and Harden, (1957) Lippitt
and White (1989), Katz, Maccoby and Mores (1950); Kidd and Cristy (1960) found that authoritarian
style leads to better performance. In a field study, Litwin and Stringer (1968) examined the influence of
leadership styles on organizational effectiveness.

Objective
The objective of the study is to find Leadership role and its effectiveness in financial firms toward

realizing financial benefits of implementing Human Resource Development programs and leadership
effectiveness of Line and Staff Managers with reference to Financial Firms

Sample size
50 Managers (Males and females) were selected for the study. 92.7% were male and 7.3% were

females. Among the male managers 97.6% were married and 2.4% were single. Among the female
managers 53.8% were married, 23.1% were single and 23.1% were divorced. As far as educational
qualifications of the managers, 57.9% were post – graduates, 38.2% were graduates, 3.9% were
undergraduates and 77.5% were certified associates of the Indian Institute of Bankers. As far as the
respondents student – life details is concerned, 52.2.% had excelled in academics, 39.3% were class
monitors, 20.2% held positions in student union and 48.3% perceived themselves as leaders.

Design of Questionnaire
Dichotomous questions and Multiple-choice questions were circulated to ascertain the basis on

which managers had chosen financial firms as their career. The findings shows that 49.4% of the managers
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adopted this profession by chance, 24..2% of the managers had the liking for the profession, 13.5% had
the attitudes for the job, 11.2% had no options and 1.75% adopted this profession as family tradition. In
a nutshell the Indian Bank Managers are well educated and professionally qualified. They have an
excellent scholastic record. Nearly 40% held Leadership positions during their student days and the
female managers have a less stable marital status than the male Managers.
Hypothesis

Thus we hypothesize that the association among the Superior’s position within an organizational
set up and their Leadership style, with lower subordinates adopt a more participative Leadership style
as compared to their participation with their senior Managers.
Variables:

Organizational effectiveness and Leadership styles
Findings of  Financial Benefits of HRD

Many authors have researched on cost-benefit analysis of Human Resource Development. During
1970’s, Alexander (1971) had proposed cost–benefit analyses of Human Resource Development
initiatives. Pyle (1970) had suggested using Human Resource Accounting (HRA) to calculate ROI from
human resources. Cheek (1973) had described cost-effectiveness assessments of personnel development
programs. According to King (1970), there are three different accounting models which are essential
for assessing HRD programs: (1) a cost model (2) an effectiveness model(3) a synthesizing model. The
aim of cost model is to recognize firms’ direct cost and losses during production time. The aim of an
effectiveness model is to measure and validate the effects of the project on work environment expressing
its effect on financial terms. The aim of synthesizing model is to understand and explore association
with leadership stylesa dn benefits derived from human resource development program. Herrick, (1975)
identified a group of non-productive behaviourswhich are likely to be influenced by human resource
development programs and suggested cost-cutting measures for unproductive behaviours.
Top of Form

One of the famousarticles discusses the optimization of human capital (Crawford & Cabanis-Brewin,
2005). Employees require HRD initiatives that build their self-actualization. Maslow (1965) describes
self-actualization as the intrinsic motivation exhibited by individuals to take initiative and full devotion
to the work provided. Crawford and Cabanis-Brewin (2005) describe a self-actualizing employee as
the one who is motivated by continuous learning, social interaction and new challenges. Individuals
with this skillset are able to build intellectual capital and contribute to the organization’s strategic goals.
Liu et al. (2007) provide specific examples for building human capital through individual and group
incentives,behaviours and resultsbased performance appraisals.
Financial Benefits of Human Resource Development by Richard A. Swanson

Swanson (2001) posits that the financial benefits of human resources development complement an
organization’s processes and offerings to bring value to consumers. Further, according to Swanson, it is
important for HRD activities to be assessed from financial perspective in order to assign a value to
these activities.  Monetary values speak in terms that organizational leaders and stakeholders are able
to understand and support. Swanson provides several methods to assist in assessing the cost of activities
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associated with human resource development.The approximation method is one of three methods.
Swanson (2001) identified the method “as the lowest-cost and highest-gain method of the three
presented”.  A case described the process of approximation by answering a question. The question –
“Did you make any sales as a result of your participation in the sales communication program?” (p.
125) – provided an opportunity for employees to assign a dollar value to sales made as a result of
participation in HRD activities. Approximating presents several difficulties. It works when assigning a
value to general outcomes but it is more complex when approximating performance. First, it is difficult
to navigate the diverse characteristics of clients, in regards to processing time. Personalities and job
variety also make it difficult to determine a consistent unit of work performance. Finally, a consensus is
required to assign value to the unit of performance.

In one of the article,Swanson (2001) presented a very interesting and easy to read text addressing
the financial benefits of HRD.  Swanson (2001) asks three questions in order to assess the financial
benefits of HRD dealing with forecasting financial benefits, actual financial benefits, and approximate
financial benefits (p. 5).  HRD professionals need to demonstrate the performance value of inclusion of
HRD in financial planning alongside the other departments in an organization (Swanson,
2001). According to Swanson (2001), “the HRD professionals should either be tuned into the business
of making money or be prepared to keep expenses to an absolute minimum” (p. 28). This highlights the
importance of being able to demonstrate the financial benefits associated with HRD. The financial
benefits of HRD are important component of justifying continuing to devote organizational resources
to them (Jacobs, Jones, & Neil, 1992, p. 31). Rowden (2005) conducted a study to capture financial
benefits associated with training programs. Rowden (2005) used return-on- investment calculations to
demonstrate the value of training programs to an organization (pp. 33-34). Jacobs et al. (1992) also
conducted a study investigating the financial benefits of HRD, in this case of on-the-job training (OJT).
The findings showed that structured OJT provides nearly twice the amount of financial benefits to an
organization than non-structured OJT (Jacobs et al., 1992, p. 138). The conclusions from both Rowden
(2005) and Jacobs et al. (1992) demonstrate the financial benefits that different HRD programs can
have for organizations. HRD practitioners, who can demonstrate the financial benefits associated with
HRD programs, will be able to justify the importance of HRD to modern organizations.

All HRD functions, roles and responsibilities intendto improve performance and performance results
in financial benefits (Swanson, R. A., 1995). Schwoerer et al. (2005) are of the view that HRD is aimed
at developing employee skills, abilities and proficiencies to accomplish efficiency and meet performance
related expectations which in turn leads to increase the turnover of the firm.

A positivecorrelation exists between a HRD and a firm’s financial performance (Garavan, T. N.,
Costine, P., &Heraty, N., 1995, Katou, A. A., 2009 and Macky, K., &Boxall, P., 2007). Many of the
researchers state that for an improved financial performance, organisations must engage in HRD
initiatives on a regular and consistent basis to transform employees into effective and efficient contributors
(James Adetunji Odumeru1 & Dr. OladeleAyodejiIlesanmi, 2013).
Financial Benefits of HRD by Bob Hill

Hill (2014) suggests that during global financial crisis that HRD should not be illuminated as the
critical element that could save the day as the “mithridate” (antidote to poison, had to look that one
up).  Instead, HRD planning should be conducted in concert with the other department planning, just as
Swanson (2001) suggests. 
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Keeble-Ramsay &Armitage (2015) reported in the United Kingdomthat from 2000-2008 during
the “Global Financial Crisis” (p. 86), HRD investments were reduced and/or ignored during the planning,
matching the premises outlined in Swanson (2001).  Interestingly findings of Swanson published in
2001 and Keeble-Ramsay &Armitage in 2015 in the UK matches. 
Financial Benefits of HRD by James Adetunji Odumeru and Oladele Ayodeji Ilesanmi

The findings from Odumeru and Ilesanmi (2013) determine financial performance. As stated in
their conclusion, these factors are some of the factors that improve financial performance. This article
brought a topic common to HRD: Knowledge, Skills and Abilities (KSA). They state that in the last
decade a vast number of organizations invested huge amount of money in HRD programs with little
results.  They account this to the HRD programs forgetting about the most important resource i.e. people. 
If the HRD interventions don’t include the inputs of the people they are attempting to affect there is
little success (Odumeru and Ilesanmi, 2013).Odumeru and Ilesanmi (2013) state that development of
human capital builds competitive advantage for organizations. Their specific discussion on project
management brings unique perspectives to the idea of building human resources. In regards to project
management, they state that it assists in focusing “attention on the training, rewards and career path of
the project professional” (p. 14). However, the insights provided in this text also build understanding
on developing human resources to contribute to the organization’s financial assets. Through the
development of the professional, organizational effectiveness increases through better project, portfolio
and strategy management.
Financial Benefits of HRD by Yongmei Liu, James G. Combs, David J. Ketchen Jr.
and R. Duane Ireland

Liu et al (2007) expound on activities and practices that enhance Knowledge, Skills and Attitudes.
Selection practices including structured interviews, cognitive aptitude and ability tests, and follow-up
studies of recruiting sources improve selection to enhance person-organization fit. Compensation levels
also enhance human capital by attracting highly skilled employees. Finally, training attracts employees
with high KSA by offering access to skills to advance their professional careers.Liu et al (2007) also
found three factors which influence the effectiveness of HRD practices. Vertical alignment between
human resources and organizational goals are important. Also, horizontal alignment between practices
with HR and work context impact effectiveness. The article concludes that HRD activities add value to
an organization by increasing performance, which in turns connects to increased financial benefit.As
noted in Lui, Combs, Kethen, & Ireland (2007), executives had wondered for decades prior if
appropriating funds to HRD would make a difference in the financial performance of the organization
(p. 503). Their study looked at over 19,000 organizations and found that indeed, there was evidence
that applying funds to HRD programs improved performance.  Swanson (2001) presented three models
for assessing the financial benefit of HRD programs in their forecasted, actual, and approximated models.
Financial Benefits of HRD by Jerry W. Gilley, Steven A. Eggland and Ann
Maycunich Gilley

Gilley, Eggland, and Gilley (2002) define human resources as “the people employed by an
organization” (p. 5). In other realms of business, liquid and fixed assets are easier to define.  But people
are the most important resource of an organization and enhancement of human capital has potential to
deliver better financial results as well.
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Leadership Effectiveness
There are many authors which are associated with  leadership effectiveness like (Katz and Kahn

1966, Friendlander and Pickle 1968; Yuchtman and Seashore 1967, Jobson and Schneck 1982, Whetten
and Cameron 1981) and Cunnigham 1977). They believe that the effectiveness of an organization depends
upon the effectiveness of leadership styles.

Findings
The finding shows that both line and staff managers have consultative style of Leadership while

the managers holding staff positions scored higher within the consultative range. Table 1 shows the
Leadership style (Likert) score of Line and Staff Managers

Table 1 Leadership style of Line and Staff Managers

Job 
Specialization 

Number of 
Managers 

Mean Standard Deviation Standard error of 
Mean 

Line 82 3.28 0.75 0.08 
Staff 78 3.80 0.87 0.09 

The analysis of Variance (ANOVA) also proves that there is a statistically significant difference in
the Leadership styles of Line and Staff Managers. Table 2 shows the ANOVA test

Table 2 ANOVA Table

Source of variability Sum of Squares Degrees of Freedom Mean Square 
Between job means 10.93 1 10.93 
Within jobs 104.39 158 0.66 
Total 115.32 159  

Since the obtained value of f is higher than its critical value, a statistically significant difference in
the Leadership style of line and staff managers of financial firms has been established.

The t – test to estimate the significance of the difference in the means of the Leadership style
scores of line and staff managers confirm the findings that the Leadership styles of line and staff managers
differ as shown in table – 3

Table – 3 Difference in means of Leadership styles of Line and staff managers

Job specification Mean Difference in Means t statistic 
Line Managers 3.28  

0.52 
t (158) = 4.333 
p < 0.05 Staff Managers 3.80 
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The findings of the study indicate that both line and staff managers had a consultative style of
Leadership, but the staff managers scored higher within the consultative range, and this difference was
proved to be statistically significant. This difference may be on account of line positions in financial
firms being more strait - jacketed and rule – bound than staff assignments giving line managers less
freedom of action and making them mare task – oriented. An example of line assignment in a commercial
financial firms is the position of a Branch Manager, who operates under many internal and external
constraints, line staff problems, budgetary goals, customer expectations etc., all of which cut into the
freedom of action and make him task – oriented. Compared to this, a development manager at the Head
Office, which is a staff position, has broad goals of business development assigned to him and enjoys a
fair degree of freedom of action. In such a position, There are greater chances of the manager soliciting
the views of his subordinates before making decision. The study is relevant with Ohio study on foreman
Leadership measurement and training, using “initiating structure” and “Consideration” ads the major
indices of effectiveness. This study is often quoted for the doubt it threw on the value of human relations
training for foremen, but it is rarely remembered that this research also discovered a very important
difference in Leadership style between production and non – production departments. In production
departments, or departments working under time constraints, “initiating structure” correlated positively
and “consideration” negatively with proficiency, while the reverse relationship held for non – production
departments. In another study it was found that the Directive style was effective in the case of highly
structured groups.

Contribution (Theoretical)
The findings shows that line and staff managers in financial firms use a consultative Leadership

style, with staff managers being more consultative than line managers to realize financial benefits of
implementing Human Resource Development Programs.. The ANOVA and t test had confirmed the
findings. This difference in the degree of consultative behavior of line and staff managers could be
because the former, by virtue of the nature of the jobs they handle, enjoy less freedom of action than
the latter.

Contributions (Practical)
None of the financial firm managers have an exploitative authoritarian style of Leadership. The

ANOVA and t test confirmed the research hypothesis that as managers move up in hierarchy their
Leadership styles become more consultative and participative. This could perhaps indicate that senior
managers are more self – assured and confident than junior managers and are therefore, willing to
allow subordinates to participate in decision making.

Future Directions
We did not use leadership style and personality interchangeably as done in Hersey and Blanchard

model, this could be explored further in future. The industries surveyed were of mixed categories and
hence further research can be done taking each organization separately. Further research could be done
by inducing Knowledge management taking each leadership style separately and its affect on the
organizational effectiveness in financial firms for exploring financial benefits of Human Resource
Development.
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Conclusion
It seems counterintuitive that big businesses pounce on the latest fad or theme that is promised to

provide huge returns-on-investment but often forget the most crucial part that they wish to influence
the process. Thus we conclude that cost-benefit analysis is very important to understand the real value
of Human Resource Development in any organization.
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