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Chairman’s Overview
The exchange rate and stock market are two fundamental financial markets in the world. As the two 
markets have a crucial role in business all over the world, it is necessary to understand the 
relationship between the two so that the investors may be able to invest in a better way by taking 
minimum risk.

The dynamic linkage between exchange rate and stock prices has been subjected to extensive 
research for some time as it has attracted considerable attention from researchers worldwide.  
Although, no definitive relationship has been proven, there are plenty of correlations that have 
aroused traders' interests over the years. While the academics and analysts continue to try and 
understand the relationship between the two, we hope, our readers will enjoy our lead study on the 
subject.

The goods and services tax is undoubtedly the most significant economic reform of recent years in 
India. It replaced a host of indirect taxes being levied by the central and state governments, which 
has changed the taxation landscape. The underlying theme was to have a 'one nation one tax' which 
would improve ease of doing business for tax payers, bring in transparency, ensure timely 
compliance, and ultimately reduce the tax burden for the common man. As we have already 
completed the second year of GST in India, it is now a good time to take stock of the perceptions of 
the public on the implementation of GST. Our second lead study is on this topic.

The third lead article is a study that attempts to explore the impact of global financial crisis on Asian 
stock markets.

We also feature in this issue a number of learned articles on a range of topics such as Job Security in 
Dubai Industries, Socio-economic Variables and Quality of Work Life, Manufacturing Enterprises 
in India, Corporate Social Responsibility Disclosures, Personal Values of Rural People and the like.

I am confident that this issue will be truly informative and educative to our readers.

Dr. G. P. C. NAYAR
Chairman, SCMS Group of Educational Institutions.
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Editorial

Critical thinking and its expression as oral and written communication, are important 
skills required for business graduates in their careers, say executives.  Faculties in b-
schools vouchsafe this. Recruiters agree with executives and faculties. B Schools 
stake out this territory and introduce remedial components to reinforce b-courses.

MBAs who can think about problems and articulate solutions logically are preferred 
by recruiters.

Universally universities accepted the above views and initiated steps to start courses to achieve this 
goal. Stanford’s Critical Analytical Thinking (CAT), Yale’s Problem Framing Course (PFC), and 
Washington University’s Critical thinking for Leaders (CTL) are some of these courses.

Stanford’s CAT is a form of disciplined analysis. Critical thinking here focuses on the thinking and 
reasoning processes that underlie analysis and inquiry. The CAT has a vision to improve students’ 
reasoning and argument building skills, while helping them to read and listen carefully. The CAT 
develops these skills by helping students  to think about causal inference, ask the right questions, be 
more critical, work out the logic behind an argument, and uncover assumptions. The CAT employs a 
small group, seminar style format. The Course comprises seven weekly cycles.  Each week, students 
write a three page paper of one thousand words by Wednesday. Professors grade the papers and return 
them with comments on Friday. Writing coaches review the papers, offering detailed advice on 
everything from structure to pronunciation. Review by the writing coaches is mandatory for the first 
several weeks. It is optional later. The seminar groups meet on Thursday evening or Friday to discuss 
the topic on which students have written. Each week, the CAT builds different reasoning skills in the 
context of a single substantive topic. Throughout the course, students analyze, write about, and debate 
fundamental questions and phenomena that arise in many business and non-business settings.

To sum up, courses such as the CAT, the PFC, and the CTL help students practise the skills of oral and 
written communication that executives and recruiters found lacking in MBAs graduates.

Dr. D. Radhakrishnan Nair

Editorial Committee:

Prof. K. J. Paulose 
Prof. B. Unnikrishnan 
Dr. Praveena K.
Praveen Madhavan
Justin Joy

Co-ordinating Editor:  

James Paul

Asst. Editors : 
 
Dr. Mohan B.
Sudheer Sudhakaran

TO THINK CRITICALLY IS TO REASON    CLEARLY

SCMS Journal of Indian Management,  April-June - 2019
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This paper analyzes the symmetric and asymmetric impact of exchange rate movement over the equity Index in India 

using monthly observations from 1990 M4 to 2016 M3. Previous studies have justified the need to carry out a 

categorical evaluation of these two modeling techniques. Considering the probable asymmetry between the variables, 

approach here is accounted for nonlinear ARDL model offered by Shin et al. (2014) for time series data. Accordingly, 

the statistical approach had investigated and analyzed whether the BSE Index follows continuous long and short-term 

equilibrium relation with exchange rate or not. The symmetric version of cointegrating approach found no long-run 

relationships between stock and exchange rate returns. While the bounds test of the NARDL specification indicates 

the presence of cointegration among the variables. Stock return and exchange rate relation is sensitive to observation 

periods and change in exchange rate regimes. The study features the need for policy structuring to control exchange 

rate movement and stock market volatility.

Keywords: Cointegration, Long and Short-term Equilibrium, Stock Market, Exchange Rates, Symmetry, Asymmetry.
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The Exchange rate and stock markets of a country play an 
important role in determining the development of a country 
(Sevuktekin and Nargelecekenler, 2007, Wickremasinghe, 
G, 2012). Whether it is economic forecasting, formulating 
policies, or influencing the investment psyche a clear and 
sturdy associations serves an important implication due to a 
quick transmission of foreign exchange market to stock 
markets. Since, the international diversification, cross 
country hedge, reduction in the barriers of capital inflow, 
capital convertibility, and easing exchange rate mechanism 
have increased the interdependence between foreign 
currency and stock market in emerging economies (Aydemir 
and Demirhan, 2009). However, the scale of implication 
highly differs in previous related literature. Some reported a 
long run relationship between the stock price index and 
exchange rate (Ibrahim and Aziz, 2003; Kim, 2003). Others 
supported a short run equilibrium relationship (Bahmani-
Oskooee and Sohrabian, 1992; Nieh and Lee, 2001; Smyth 
and Nandha, 2003). There are few who did not find any 
relationship between exchange rate and stock returns 
(Solnik, 1984; Ozair, 2006). Moreover, the literature that is 
available with us disputed to the degree of interconnectivity. 
A positive connectivity between the variables is documented 
by some researchers (Sevuktekin and Nargelecekenler, 
2007), while others reported a negative relationship (Soenen 
and Hennigar, 1988; Kim, 2003). 

While establishing such relationship, one should also 
consider that relationship between economic variables is not 
too difficult to establish. They move up with positive news 
and fall with negative shock, but a change in one may have 
effect with varying degree on the other. For instance; a 
change in the exchange rate may affect the profitability of 
any multinational firm directly and hence its stock market 
prices. To an indigenous export/import oriented firm stock 
price could be affected since the firm has to deal with foreign 
transactions. 

Athough, plenty of work is available to agree or defy with the 
relationship between exchange rate and stock prices in India, 
but they all have one common feature. They were focused to 
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show the symmetric effect on one another. That means 
appreciation and depreciation of the home currency will 
have a symmetric effect on the stock market, i.e., a 
positive/negative change of the same degree. This might not 
be the case always, as the change of value in exchange rate 
would have dissimilar change of scale on stock prices. The 
same is also argued by Bahmani-Oskooee and Saha (2015) 
since most of the equity market players' takes investment 
decisions on their expectations, it is possible that exchange 
rate changes could have asymmetric effects on stock prices. 
Depreciation in currency may not make a similar change in 
the increase of stock prices as the appreciation of currency 
will make on the decrease in stock prices. Thus, 
asymmetrical effect of exchange rate on stock prices can be 
observed. Asymmetry of currency with stock return could 
exist in two forms: one, in terms of the sign; which implies 
that different sectors may react differently to an increase or 
decrease in the value of currency and second, asymmetry in 
terms of the degree; which implies different sectors react 
differently to the extent of change in exchange rate.

Therefore, the current work contribute to the existing 
literature by identifying such asymmetry and investigating 
the effect of exchange rate over variation in stock index of 
Indian capital market through Nonlinear Autoregressive 
Distributive Lag (NARDL) approach (Shin et al. 2014) and 
Autoregressive Distributive Lag (ARDL) approach to 
cointegration (Pesaran et al. 2001). The purpose is to present 
meaningful comparative evaluation between the proposed 
variables with the help of two approaches. Identifying any 
nonlinear dependence raises question on both the market 
efficiency hypothesis and the predictive models developed 
on the base of linear approach. We also aim to observe the 
relationship in the context of Indian economy and to examine 
whether the market circumstances make an effect over the 
relationship of exchange rate and stock returns or not the rest 
of the paper is presented as follows: section 2 reviews 
previous literature, section 3 illustrates data and 
methodology to be employed, section 4 brief the ARDL 
&NARDL process, section 5 present the empirical evidences 
and section 6 summarizes the conclusion. 

SCMS Journal of Indian Management,  July - September - 2019
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1. Literature Review

Extensive work is present on the dynamics of exchange rate 
and stock returns. Many support the ideology of increase in 
stock return when home currency depreciates compared 
with major world currencies. They argue that the export-
oriented firms' boost their competitiveness which makes an 
incremental increase in their profit margins, and add to the 
value of the firm (Joseph, 2002) and hence we see an 
increase in the stock returns (International trade effect). 
While a portfolio approaches suggest a stock price increase 
stimulate the investors demand for indigenous assets, which 
further give rise to the value of the home currency. Such 
engagements present a negative relationship between the 
share price and exchange rate (Yau and Nieh, 2006). 

Previous studies have shown linear dependence in various 
equity markets and for various economic and financial time 
series; however, non-linear relationship has been still 
remained a less researched area. Studies that exist in this 
area have focused over developed economies financial 
markets, fewer have been oriented towards developing 
economy's market in a nonlinear setting to show asymmetric 
effects, especially for Indian markets. However, plenty of 
work to show symmetric relationship between stock return 
and exchange rate have progressed in due course. These 
researchers often assumed symmetric adjustment between 
exchange rate and stock prices. A mix of studies who either 
believed on long-run equilibrium (Ibrahim and Aziz, 2003; 
Kim, 2003) or in short-term relationship (Bahmani-
Oskooee and Sohrabian, 1992; Nieh and Lee, 2001; Smyth 
and Nandha, 2003), or another group who did not find any 
related evidence (Solnik, 1987; Ozair 2006) exist in related 
literature.

With the advent of globalization, the portfolio approach (an 
increase in stock prices encourages market players in the 
home currency (Yau and Nieh, 2006)) is more accepted 
worldwide. Śmiech and Papież (2013) while analyzing the 
data for Germany from November 2001 to June 2012, 
produced evidence for two way causality between stock 
market index, exchange rate and fuel prices for the entire 
period except from 2006 to 2008. Tsagkanos and 
Siriopoulos (2013) examined the data from the European 
Union and America during the crisis and obtained causality 

from stock prices to exchange rate. They used cointegrated 
regression model to show the relationship. Tudor and Dutaa 
(2012) investigated the nature of the causal linkage between 
stock prices to exchange rate of 13 developed and 
developing economies.  A bidirectional causality effect was 
observed in South Korea. Brazil and England data shown 
causality from stock prices to exchange rate, while exchange 
rate to stock prices for US. No relation was observed in other 
countries. Alagidede et al. (2011) presented a causal effect of 
the exchange rate to stock prices in Canada, Switzerland, 
and UK. A non-linear-causality from stock prices to 
exchange rates in Japan and weak causality of the reverse 
direction in Switzerland was also documented by them. 
Walid et al (2011) investigated the volatility behavior of 
exchange rate changes on the stock market in four emerging 
markets, namely; Hong Kong, Singapore, Malaysia, and 
Mexico. Using weekly data and a two-regime Markov 
Switching EGARCH model he observed an asymmetric 
volatility spillover between two markets. Liu and Tu (2011) 
employed asymmetric nonlinear smooth transition 
GARCH‐M model to analyze the relationship between stock 
prices, exchange rates, and foreign capital markets for 
Taiwan using daily data from 2001 to 2007. The study 
revealed volatility in stock return and exchange rates are 
impacted by overbuying and overselling activities in the 
foreign capital market. They also observed asymmetric 
conditional heteroscedasticity in this market. Phylaktis and 
Ravazzolo (2005) examined five Pacific Basin countries, 
namely; Hong Kong, Malaysia, Singapore, Thailand, and 
Philippines over the period 1980-1998. They documented a 
positive relation between stock and foreign exchange 
markets and the inclusion of US stock market acting as a 
conduit for these links. During extreme high and low 
exchange rates the associations was observed to be negative 
by Tsai (2012). Yang et al. (2014) while investigating the 
relation for nine Asian markets over the period 1997 to 2010 

reported a negative correlation that is heterogeneous across 

quantiles. Oyinlola, M.A., and Oloko, T.F. (2018) revealed a long 

run but no short-run exchange rate asymmetry effect on the 

Nigerian stock market. Effiong, E.L. (2016) examined the nature 
of dependence between exchange rate and stock prices in 
Nigeria over the period 2000 to 2015. He presented 
bidirectional dependence between the variables. Further 

SCMS Journal of Indian Management,  July - September - 2019
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classifying the sample into boom, bust, and recovery phases 
he reported no relationship during normal times, but a 
unidirectional dependence from stock prices to exchange 
rate during boom, bust, and recovery period. 

Considering the relationship for Indian markets Abdalla and 
Murinde (1997), Smyth and Nandha (2003) reported a 
unidirectional causal effect of the exchange rate on stock 
prices. Kumar (2013) examined returns and volatility 
spillover between exchange rates and stock prices in India, 
Brazil, and South Africa. The study used Diebold and 
Yilmaz spillover VAR framework and multivariate GARCH 
with time-varying variance-covariance BEKK model and 
found bidirectional volatility spillover. Liang-Chun Ho and 
Chia-Hsing Huang (2015) studied weekly data from 2002 to 
2013 to examine the relationships between the stock indexes 
and exchange rates of Brazil, Russia, India, and China 
(BRIC). The observation is divided into two sub-periods 
with a 2008 global financial crisis structural break. The 
study revealed bidirectional causality for India and a 
unidirectional causal effect of the exchange rate on stock 
index in Brazil and from stock index to exchange rate in 
Russia. However, no causal relation was found in the 
Chinese market. Khan, R.E.A. et al. (2016) explored the 
direction of causation between the volatilities of exchange 
rate and stock market prices in India. Monthly time series 
data over the period 1992 to 2013 was used for the study. 
They reported bidirectional relationship between the 
exchange rate volatility and the variability of stock market 
prices. On the contrary, to all these Indian market studies 
Mishra (2004) presented no causal relationship between 
stock index and exchange rate for a sample period over 
1992-2002. Wickremasinghe, G (2012) observed that the 
variance of the stock price is explained by Indian rupee. 

The previous related literature that explored the associations 
between exchange rate and stock returns were majorly 
restricted to symmetric modeling. Shin et al. in 2014 
pioneered Nonlinear Autoregressive-Distributed Lag 
approach to document a long and short-run asymmetric 
impact of the real effective exchange rate of the Australian 
dollar on Australia's domestic production. After analyzing 
monthly dataset of 24 countries Bahmani-Oskooee and Saha 
(2015) observed the non-linear approach to be more fruitful 

than linear models. Ismail and Isa (2009) employed two 
regime Markov-Switching VAR model to find the state 
dependence between stock prices and exchange rates. 
Monthly data over the period 1990-2005 of Malaysia gave a 
conclusion that non-linear models are more appropriate than 
linear models. The superiority of nonlinear models was 
again evidenced by Cuestas and Tang (2017) while 
measuring the exchange rate exposure on Chinese stock 
market returns. They employed nonlinear autoregressive 
distributed lag (NARDL) model in Chinese industries to 
show the exposure of exchange rate on its stock market. 
Reason why asymmetric relation of the exchange rate with 
stock prices is more popular and accepted worldwide might 
be due to two reasons; one, due to the advantage of its 
functional setting of asymmetric hedging (Miller and Reuer 
1998) and another is that of default risk that causes 
asymmetry.

Previous literature that presented symmetric and asymmetric 
effect seems to vary in opinion. On one side many suggested 
that the exchange rate and stock prices have predictive ability 
for each oter, on the other hand, the result of no relations or 
difference in magnitude of relation also exist. Although the 
nature of causality depends on the characteristics of the 
country analyzed, data choice and methodology applied. But 
still, research for Indian markets with the help of nonlinear 
setting seems to be lacking. Hence, we offer comparative 
evaluation employing nonlinear ARDL along with the linear 
ARDL cointegration approach and use empirical models to 
support the result.

Research Gap:

After reviewing the earlier literature we found that 
examining the non-linearity of exchange rate on Indian 
equity markets is still unexplored. A lot of researches have 
been focused to show the symmetric effect of exchange rate 
and stock prices, which is less capacious to show the true 
association between the variables; as the change of value in 
exchange rate would have dissimilar change of scale on 
stock prices. To get a comprehensive and better 
understanding we offer the explanation through both linear 
and nonlinear ARDL methods which can further improve the 
accuracy and explanatory reach of the research.

SCMS Journal of Indian Management,  July - September - 2019



9

A Quarterly Journal    

Objectives

In contrast to previous studies, this paper specifically aims 
at detecting non-linear characteristics that may exist 
between stock returns and exchange rate changes in India 
for the period April 1990 to March 2016.On this subject, we 
also attempt to understand which econometric 
methodology; linear or nonlinear functions is better suited 
in relation to Indian economy. To our best knowledge, such 
relationship is not examined earlier in Indian context; hence 
we attempt to throw light towards this dimension.

3. Data and Methodology

We will be concerned with assembly of monthly data from 
April 1990 to March 2016.The variables used in this paper 
are the Bombay Sensitive 30 index for India and exchange 
rate (Indian Rupee per US dollar rate). The data of stock 
Index and exchange rates are obtained from BSE website 
and Handbook of Statistics on the Indian Economy and 
Reserve Bank of India Bulletin respectively.  Closing values 
at the end of a particular month of BSE Sensex have been 
taken to proxy the Indian Capital Market. Due to the large 
weights of US dollar in Indian economy, it is chosen to be a 
foreign currency against Indian rupee across the study 
period. 

3. 1 Proposed Econometric Approach 

This study employs stock index values and exchange rate at 
a monthly frequency to work on the objectives of our 
research. The equity returns are proxied by the Bombay 
Sensitive 30 index for India which is an adequate proxy of 
stock returns after natural log-transformation. The 
exchange rate (EX) is expressed in local currency per unit of 
the U.S. dollar (i.e. Indian Rupee per US dollar rate). For the 
purpose of dissecting the relationship, we started our 
research primarily from studying the attributes of data with 
graphical representation and Unit root test to decide which 
econometric approach can be useful to achieve the 
objectives of the study. To overcome the weaknesses of 
other methods such as Engle and Granger (1987)two-step 
cointegration procedure, Johansen and Juselius (1990) and 
to better understand the symmetric and asymmetric impact 
of exchange rate over stock returns a linear and nonlinear 
function captured by ARDL (Pesaran et al. 2001) and 

NARDL approach to cointegration(Shin et al. 2014)are 
employed. The optimum lag length is based on the Akaike 
Information Criteria (AIC) for the above-mentioned models. 
To support asymmetric ARDL structuring result for 
steadiness of long-run coefficients along with short-run 
dynamics we also performed a number of diagnostic tests

Model Building

ARDL

Related literature documents the standard cointegration 
approach of error correction modeling to seek a long-run 
relation between the projected variables like two-step 
cointegration (Engel-Granger 1987) procedure, multivariate 
cointegration approach (Johansen-Juselius 1988) and the 
autoregressive distributed (ARDL) model (Pesaran and 
Shin, 1999; Pesaran et al., 2001). But due to the 
inappropriateness of JJ and EG cointegration approach such 
as limited to the case of bivariate analysis, it requires all 
variables in the model to be integrated in the same order, we 
chose to adopt ARDL model for the reason being its 
feasibility with variables of any integrated order below two. 
We suggested two models to study contemporaneous 
linkages between exchange rate and stock returns; a linear 
model (following literature) and other models in nonlinear 
setting. The latter one includes the magnitude of change 
(positive/negative) i.e. asymmetry variation in stock return 
due to an appreciation and depreciation of the home 
currency. The linear model is used as a benchmark to 
compare the results with that of the nonlinear model and 
therefore, the objectives of the present study are better to be 
attained by using Bounds Test. The bound test of 
cointegration is developed on the Wald test, where the null 
hypothesis suggests absence of cointegration, H :γ 0, and 0 f= 

the alternative, H : γ≠0, where f= 1, 2, 3, 4…. indicate the 1 f

existence of cointegration. The joint statistics or Wald test is 
tested only where the result would show more than one 
short-run coefficient of the same variable. A comparison will 
be then made between the calculated F statistics value with 
the upper bounds critical table value (Pesaran et al. 2001). 
Value more than the upper bound table will indicate a null 
hypothesis and vice a versa. In case the calculated value will 
come to be neither above the upper bounds critical table 

SCMS Journal of Indian Management,  July - September - 2019
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value nor below lower bounds critical values, then the 
outcome becomes inconclusive and hence, the existence of a 
long-run relationship is concluded by error correction term 
(Kremers et al. (1992) and Banerjee et al. (1998)). where 

only a negative error correction term denotes long-run 
equilibrium.

Marked with the above-stated leads, the ARDL-UECM 
model employed in the current work has the following form:

Where 

BSE is proxy of Indian capital market

EX is the exchange rate

∆ express the first difference operator 

α  is the intercept0

β &β  resembles to long-run relationship and1 2

α &α  capturesshort-run parameters of the approach.1 2

e  resembles error term or residuals.

With a view to check the long run association between the 

chosen variables, the combined significance of the 

coefficients of the lagged variables F test is applied, i.e.  

H :β  = β  =0 against the alternate.0 1 2

Once cointegration is developed, the conditional ARDL 

t

This requires ARDL order selection (p, q) model using 
Akaike Information Criterion (AIC). In the next step, error 
correction model supplemented with long-run projections is 
used to obtain short-run dynamic parameters. The refined 
model (an error correction form of ARDL-ECM, 
unconstrained) can be described as follows:

Where φ is the rate of improvement and ECT is the left over 
realized from projected cointegration models of Equation (1) 

NARDL Model

Although, ARDL modeling seems to fit the present data 
requirements, but still there are certain restrictions that a 
researcher may face while forming a clear and broad long-
run and short-run relationship of the exchange rate with 
stock return. Moreover, such vague relationship may lead to 
incomplete interpretation. For instance; this linear modeling 

technique is unable to obtain the potential asymmetry that 
may exist between stock returns and exchange rate 
movements. Since the appreciation or depreciation of 
currency might impact different degree of change over stock 
returns. For example rise in stock return on export-oriented 
companies due to depreciation in home country's currency 
might be different with the amount of decrease in stock 
return due to appreciation in the exchange rate. Standard 
ARDL models are not able to capture such asymmetry. 
Therefore, to obtain the purpose of this study, initially we 
postulated following linear equation:

BSE  = β + β (EX ) + µ  …...............................................  (1)t 0 1 t t

Further, to examine the asymmetric relationship between 
exchange rate and stock index exchange rate decomposes 
into a partial sum of positive and negative changes and 
hence, long run equation will be stipulated as follows.

+ -BSE =θ  + θ (ex ) + θ (ex ) + ε    …...............................(2)t 0 1 t 2 t t

Where θ  is associated with the long-run parameters (co-integrating i

+ -vector that is to be estimated) Whereas ex ,ex  are the partial sums t t

of positive and negative changes exchange rate in Indian capital 

market:

….....................................(3)

….....................................(4)

Following equation (1), the formulation of our nonlinear 
Autoregressive distributed lagged model (NARDL) 
developed by Shin et al. (2014) is as follows

SCMS Journal of Indian Management,  July - September - 2019
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In equation (5) l, m, & n are lags orders. The long-run 

coefficients 

will represent long-run effects of exchange rate increase or 

decrease on a stock index,

captures the short run effect. The description of Equation 
(5) demonstrates that the model spots the nonlinearity function of 
short-run and long-run impact of exchange rate variations on the 
Indian stock market returns.

Empirical Results, Analysis, and Findings

As a primary exercise, we study the characteristics of the 
variables with graphical illustration, and unit root test. Fig. 1 

SCMS Journal of Indian Management,  July - September - 2019

shows that exchange rate looks stationary as the mean value 
is constant during the course of study. The constant change 
of mean in stock index possibly suggests the non-stationarity 
of the series. These observations are a general overview, for 
concrete results we need a formal test of stationarity. 
Therefore to examine whether the time series is stationary or 
not Augmented Dickey-Fuller Test and Phillips and Perron 
Test have been conducted. The results show non- stationarity 
(at level) of stock index  and hence integrated of order one 
I(1). The exchange rate is stationary at the level I(0). Clearly, 
both ADF and PP unit root tests show that there is no I(2) 
variable, this fulfills the requirement to proceed with the 
bounds testing procedure.

Table 1: Result of ADF and PP Unit Root test on level and first difference of Log Variables

Variables  

Level / first difference 

Augmented Dickey-Fuller test statistic Phillips-Perron Test Statistics  

t-value  
(intercept) 

t‐value 

(trend and
 

intercept)
 

t‐value (no 

trend no
 

intercept)
 

t‐value 
(intercept)

 

t‐value 
(trend and

 intercept)

 

t‐value (no 
trend no

 intercept)

 
LEX Level 

First 

difference 

-4.070*** -4.362*** -4.883*** -3.675*** -3.940*** -3.311*** 

LBSE Level 

First 

difference 

-1.300 

-12.02*** 

-2.976 

-12.13*** 

0.8690 

-11.61*** 

-2.1178 

-13.28*** 

-2.185 

-13.74*** 

0.7531 

-12.64*** 

 Source: Author's calculation with the help of software Eviews 8
[***] indicate rejection of the null hypothesis of a unit root at a one per cent level.

Figure 1: Visual inspection of the order of integration

Source: Developed for the current work by author with the help of software Eviews 8
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Further, we proceed with the bounds testing procedure 
(testing for cointegration in the nonlinear ARDL 
framework). In testing for cointegration, we estimate 
Equation (5) using the appropriate lag order. The bounds F-
statistics of the nonlinear ARDL models are reported in 
Table 3.

Table 3  Bound test for nonlinear cointegration 

      F-Statistics      lower Bound 95%   Upper Bound 95%     Inference 
 

Asymmetric ARDL 11.46  3.25         4.49      Cointegration 
 
Source: Author's calculation with the help of software Eviews 8

The result shows a long run cointegration between exchange 
rate and stock returns. The calculated F-statistic value 
(Pesaran et al. 2001) is more than the upper bounds 
criticalvalue at five per cent level of significance. A 
nonlinear long-run relationship (cointegration) is supported 
by the findings, unlike linear result. Therefore, we can move 
ahead to examine asymmetric relationship between stock 
returns and the exchange rate with ARDL specification. 

The result in Table 4 shows short-run asymmetric effect 
between the explained and explanatory variables. It suggests 

that previous month shocks in stock prices have significant 
negative impact on the future stock prices. The short run 
coefficient of partial positive effect in exchange rate and the 
short run effect of partial negative change in exchange rate is 
significant at five per cent, which recommend that there is 
short-run asymmetry between the stock return and exchange 
rate movements where stock return tends to increase with 
depreciation in Indian rupee but has a tendency to give 
decreasing returns when Indian currency appreciation in the 
short run.

Table 4. Nonlinear ARDL estimation result

 Variable    Coef.     S.E  

Constant     3.654    (0.563)  
lnsext-1

     -0.1240    (0.0218)**  
lnex+ 

t-1     0.1289    (0.0470)  **  

Cointegration: ARDL Bounds F-Test results (see table 2) for 
cointegration is built in equation (1).Null hypothesis is that 

there are at most cointegration vectors.The number of lags 
for conditional ARDL-ECM (Unconstrained) is determined 
by theAkaike Information Criterion. 

The outcome shows that the F- Statistics calculated value at 
2.58 is less than the upper bound value at five percent 
significance level. When we use level data, we cannot reject 
the null hypothesis that there are zerocointegration vectors 
at the five per cent level. There are no long-run relationships 
between stock index and exchange rate returns consistent 
with the findings of Nieh and Lee (2001) and Pan et al. (2007). 

Table 2: Results of ARDL Bounds Testing Approach 

Functional Form F- Statistics  Inference  

F(BSE/Gold, Crude, Ex. Rate) 2.58 No Cointegration  

Source: Author's calculation with the help of software Eviews 8
* indicates the critical Bound values at 95 percent confidence interval are 3.23-4.35. Asymptotic critical bound values are obtained 
from Pesaran et.al.(2001).

  
lnex-

t-1     0.3318    (0.0672)**  
∆lnex+

t     0.10    (0.5687)   

Note: The superscript “+” & “-” refers to partial sums of positive and negative changes.10 per cent level is identified by * and at the 5per cent level by ** and one 

per cent by ***
Source: Author's calculation with the help of software Eviews 8
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Table 5: Long-run asymmetric relationship.

Note: W  represents the Wald test for the null of long-run symmetry of exchange rate respectively. e

Value in [ ] are p-values. *Indicate significance at 10 percent level, respectively. ** Indicate significance at 5per cent level, respectively. 
Source: Author's calculation with the help of software Eviews 8

Variables     Coefficient    Std.Error  
lnex+     1.039     [.10987]   

lnex-     2.676**     [.0417]   

We     4.165     [0.0456]  

Table 6. Diagnostic Inspection.

Diagnostic test     χ2 (p-value)    Conclusion 

LM (serial correlation)    1.752             No serial correlation  
Jarque-Bera (normality)     0.775    Residuals are normal distributed 
Breush-Pagan Godfrey (heteroscedasticity)   0.478   not heterogeneous  
Ramsey RESET test (functional form)  0.894        Model is correctly specified 

Source: Author’s calculation with the help of software Eviews 8 

Conclusion

In this paper, we explored the symmetric and asymmetric 
impact of exchange rate movement over the equity Index in 
India. Previous studies have justified the need to carry out a 
categorical evaluation of these two modeling techniques. 
Considering the probable asymmetry between the variables, 
our approach is accounted for nonlinear ARDL model 
offered by Shin et al. (2014) for time series data. For a 
meaningful comparative evaluation, we also analyze the 
linear framework of the Panel ARDL cointegration model to 
observe whether the movements of exchange rate have a 
symmetric or asymmetric effect over stock returns using 
monthly observations from 1990 M4 to 2016 M3. 
Accordingly, the statistical approach has investigated and 
analyzed whether the BSE Index follows continuous long 

and short-term equilibrium relation with exchange rate or 
not. No recent study is available to measure the degree of 
asymmetric impact of exchange rates over stock returns in 
Indian context. Hence, this study fills the gap by assuming a 
linear and nonlinear relationship between variables so that 
the variation in results (if any) could be clearly captured. 
Considering the symmetric version of cointegrating 
approach we observed no long-run relationships between 
stock and exchange rate returns. While the nonlinear ARDL 
approach reveals stock prices tends to increase with 
depreciation in Indian Rupee and decrease when Indian 
currency appreciation in the short run. In long-run 
equilibrium relationship stock returns found to show an 
insignificant relation with an appreciation in the value of 
Indian rupee; only negative movements make an impact of 
positive reaction on stock prices.

Then we confirm the fitness of nonlinear setting to estimate 
long-run coefficients of the asymmetric ARDL with the help 
of Wald test. The outcome reveals rejection of the null 
hypothesis of long-run symmetry with positive and negative 
sign. The asymmetrically responding of stock index values 
to exchange rate movements in a long-run is different to its 
movements in short-run. Unlike the effect in short-run, stock 
returns found to show an insignificant relation with an 
appreciation in the value of Indian rupee; only negative 
movements make an impact of positive reaction on stock 
returns. Hence, both the results (table 5 and 6) indicate that 

exchange rate movements asymmetrically affect stock 
return in the short run and long run. 

To support asymmetric ARDL structuring result we also 
performed a number of diagnostic tests (see table 7). The 

2value of χ  (p-value) for LM and Breush-Pagan Godfrey tests 
are 1.75 and 0.478 respectively, which validates that there is 
no serial correlation and heteroscedasticity in the proposed 
model. Ramsey RESET value (0.89) is also statistically 
insignificant which suggests that our model is correctly 
specified. Value of Jarque-Bera test also indicates normality 
of residuals.
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Hence, the results indicate that exchange rate movements 
asymmetrically affect stock prices in the short run and long 
run. This portends that the Indian stock market is more 
susceptible to exchange rate shocks (positive/negative). We 
argue that while examining the associations between 
exchange rate and stock returns time series the data can have 
hidden cointegration which may not be obtained by linear 
settings. A nonlinear framework seems to be stronger and 
successful in capturing the asymmetry which is not captured 
by the linear test. These findings signify that lagged 
information from currency can be used to anticipate 
movements in the stock market in the short as well as in the 
long run.

Implication

The study results might be prominent input for monetary 
policy, trade policy, and investment management as the 
volatility can be transmitted from the exchange rate to stock 
returns. Trade freedom, currency convertibility, exchange 
rate regime could be the factors that affect long and short run 
cointegration relationship between the projected variables. 
Changes in the mentioned factors could affect the trade setup 
and financial environment, like liquidity requirement, 
capital flow, and competitive advantage.

Scope for Future Work

Present work can further be extended to examine the 
sensitivity that varies across different sectors and industries. 
The idea is to verify whether the sensitivity of shocks 
between exchange rate and stock returns is distinctly driven 
for export/import oriented companies or not. To add more 
value a multivariate analysis with added macrovariables 
such as inflation, interest rates, money supply, and GDP, etc. 
considering structural breaks can bring more meaningful 
outcome that might lead to broader and highly valuable 
inputs for policy formulation. These functional additions 
may be pursued as an area for further future research as a 
sequel to this study.
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India recently replaced their taxation system from Value Added Tax (VAT) to Goods and Service Tax (GST) with the 

hope of increasing the tax collection besides bringing down the price of commodities. In the process, authorities do 

anticipate initial difficulties in the implementation, including hike in prices; but hope to tide over these problems soon, 

to take the country to prosperity. In this context, it may be useful to evaluate the confidence of public on the 

implementation of GST by examining the perception of wholesalers, retailers and common man (consumers). The 

results of the study shows the perceptions of the public on the implementation of GST.
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axation is essential for any Government to meet the 
expenses for its various social welfare schemes and Tpublic services activities, which includes 

developing education and health sectors, besides carrying 
out various development activities in the country. However, 
people feel paying tax to Government as a burden and hence 
they often try to find out ways to evade it. Hence tax is 
defined as a monetary burden on an individual, firm or a 
company to support the Government in developing a 
country. The tax payment hence becomes an enforced 
contribution on the public instead of a voluntary donation. 
To change this attitude of tax payers, the public must have an 
awareness that the tax amount they pay is for their own 
benefits only. If this has to work out, the public must have a 
good faith on the taxation system followed in the country 
and on the Government. In addition to this, the taxation 
policy must be simple and convenient for making payments.

India recently revamped the whole taxation system by 
introducing the revolutionary Goods and Service Tax (GST) 
replacing the Value Added Tax (VAT) system. GST is 
expected to simplify the tax structure to one general rate in 
the whole country for each product or service instead of 
multiple rates. The new system is expected to make tax 
collection more efficient and fool proof thus minimising tax 
evasion. Authorities also expect GST to bring down the price 
of commodities, passing on the benefits to the consumers. 
The study aims to find out the perception of the public on the 
implementation of GST by analysing the difference in their 
perception and awareness among wholesalers, retailers and 
consumers. Thus, the study aims to find out the positive and 
negative changes happened in the taxation system in India.

Literature Review

The previous studies examine the effect of the 
implementation of GST in the economy and the perception 
of public on GST is discussed in this session:

Hopper and Smith (1997) inspected whether the income of 
persons makes any difference in their perception towards 
GST in USA and the results proved that there is a significant 
difference between their income classes. The results proved 
that lower income group had a significant negative impact 
than higher income group. Tan and Chin-Fatt (2000) 
interviewed students who are enrolled in a taxation course in 
an institution in Newzealand to study the linkage between 
tax knowledge and tax compliance attitude. The findings of 
the study point out that tax knowledge do not have a 
significant impact on the perception of tax compliance 
attitudes.

Norsiah (2002) analysed the perception of individuals in 
Japan on the implementation of GST and the findings of the 
study showed that individuals with positive attitude towards 
GST exhibited good faith in GST. Choong and Lai (2006) 
made an attempt to study the impact of GST on the life of the 
public in Malaysia. The study showed that GST had a 
negative impact on the lives of ordinary citizens. Mazni and 
Sharoja (2008) examined the awareness and their perception 
of the public in Malaysia towards GST and the results 
showed that their awareness on GST is low and this 
encouraged them not to support the implementation of GST. 
Saira et al. (2010) also made an interesting study on GST by 
examining the difference in the awareness level of GST 
among male and female tax payers in Malaysia and the 
results showed that females are less aware on GST when 
compared to the male tax payers. In a study by The 
Associated Chinese Chambers of Commerce and Industry of 
Malaysia (2010) on the perception of public on GST it was 
found that majority believe that GST will not help the 
government to increase the revenue of tax and that GST will 
be a burden on the poor. Rizal and Adha (2011) tried to 
identify the factors that cause the negative impact on the 
public in Malaysia. The study pointed out that hike in 
commodities' prices and consequent rise in cost of living are 
the major factors that drive a negative impact in the minds of 
the public. The study also showed that this negative 
impression of the public was uninfluenced by the 
information provided by the Government authorities on the 
benefits of GST. Ahmad et al. (2016) also proved that the 
implementation of GST had a negative impact on the lives of 
the citizens in Malaysia by examining the perception of 
selected teachers as respondents. The study also finds out 
that even the educated people were less aware about the 
benefits of GST.

Lignier (2009) examined the perception and awareness of 
GST among small business people in Australia and the result 
of the study pointed out that they were aware on financial 
affairs and record keeping system about GST. 

Research Gap

Public perception of GST has been the focus of study in 
many countries that have implemented GST. But such a 
study has not been undertaken in India so far. The present 
study aims to examine the difference in the awareness and 
perception of wholesalers, retailers, consumers and 
practitioners (Chartered Accountants, Company Managers, 
Income Tax Officers etc). The study also examines the 
change in price level of consumer's products before and after 
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implementation of GST and to find out the confidence level 
of the public on the success of implementation of GST.

Objectives of the Study

The study aims to find out the following objectives:

1. To analyse the difference in the awareness of 
wholesalers, retailers, consumers and practitioners 
towards GST,

2. To analyse the difference in the perception of 
wholesalers, retailers, consumers and practitioners 
towards GST,

3. To analyse the trend of change in price level of 
consumer's products before and after the 
implementation of GST, and

4. To find out the confidence level of public on the 
success of the implementation of GST.

Hypothesis

The hypothesis in the study is as follows:

H : There is no significant difference between the awareness 01

level among wholesalers, retailers, consumers and 
practitioners.

H : There is no significant difference between the 02

perception level among wholesalers, retailers, 
consumers and practitioners.

Methodology
The present study focuses on both primary data and 
secondary data. Primary data was collected from the 
wholesalers, retailers, consumers and practitioners in India 
through a structured questionnaire. The study employed 
quota-sampling technique to collect the data. Quota 
sampling technique was selected to collect equal number of 
respondents in each category (Wholesaler, Retailer, 
Practitioner and consumer). The study collected 400 
questionnaires. Secondary data was collected to analyse the 
confidence level of public on the implementation of GST. 
The study uses monthly data of CPI (Consumer Price Index) 
of rural, urban and overall (includes both rural and urban 
area) during the period February 2017 to November 2017. 
Quarterly data of Current Situation Index(CSI), Future 
Expectations Index (FEI) and Consumer Confidence Index 
(CCI) during the year December 2016 to November 2017 
were obtained from the Reserve Bank of India (RBI) 
database. CSI, FEI and CCI are indices constructed by RBI. 
CPI data is used to analyse the trend of the price level 
changes in the commodities especially during the month of 
GST, before implementing GST and for post GST period. 

CSI index is used to analyse the current situation of the 
economy according to the perception of public whereas FEI 
is an index, which represents the perception of the public 
about the future of the country's economic position 
according to the current economic decisions made by the 
Government. CSI and FEI indices are compiled on the basis 
of the parameters namely economic situation, income, 
spending, employment and the price level of the current 
period and for the year ahead. Based on these two indices 
their overall confidence level is measured on the basis of 
CCI index by looking at the difference between CSI and FEI. 
The equation for computing CCI index is given below

CCI = CSI – FEI --------- (1)

Whereas 

CSI : Current Situation Index

FEI: Future Expectation Index

CCI: Consumer Confidence Index

An increase in the value of the index during a quarter is taken 
as a positive impression and expectation on the economic 
policies of the Government during the quarter. As GST was 

stimplemented in India on 1  July 2017, the CSI index during 
the quarter is used to analyse the current perception of the 
public on the implementation of GST. FEI index during that 
quarter indicates the future expectation of the public. CSI 
index value on each parameter during the September quarter 
is also analysed to examine the deviation in their perception 
on the last quarter. Positive deviation is taken as a public 
mandate for the implementation of GST.  CCI index 
represents the overall confidence level of public during each 
quarter and if this confidence level increases in each quarter, 
their faith on the decisions taken by the Government during 
that quarter increases and vice versa. 

The study also used reliability test to inspect the 
trustworthiness of the questionnaire and employed 
descriptive statistics and ANOVA to test whether the 
difference in the attitude of wholesalers, retailers and 
consumers towards GST implementation in India.

The present study also compares the deviation in the CCI 
value during the time of introduction of GST and in the next 
quarter, to inspect the overall confidence level of public on 
the implementation of GST.

Results And Discussion

Out of the 400 samples collected, 100 respondents each 
represents from the four different categories namely 
wholesalers, retailers, consumers and practitioners. Detailed 
demographic profile of the respondents is illustrated in the 
table-1 given below:
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Sl.
No  

Demographic Basis  Wholesalers  Retailers  Consumers  Practitioners  Overall
Number  %  Number  %  Number  %  Number  %  Number %

1 Gender           
 Male  100  100  100  100  50  50  70  70  250 83.33

 
Female

 
0

 
0

 
0

 
0

 
50

 
50

 
30

 
30

 
50

 
16.67

 
Total

 
100

 
100

 
100

 
100

 
100

 
100

 
100

 
100

 
300 100

2
 

Age
          

 
Upto 30

 
23

 
23

 
18

 
18

 
50

 
50

 
10

 
10

 
91

 
30.33

 
31

 
& Above

 
77

 
77

 
82

 
82

 
50

 
50

 
90

 
90

 
209 69.67

 
Total

 
100

 
100

 
100

 
100

 
100

 
100

 
100

 
100

 
300 100

3

 

Marital Status

          
 

Single

 

24

 

24

 

22

 

22

 

48

 

48

 

15

 

15

 

94

 

31.33

 

Married

 

76

 

76

 

78

 

78

 

52

 

52

 

85

 

85

 

206 68.67

 

Total

 

100

 

100

 

100

 

100

 

100

 

100

 

100

 

100

 

300 100
4

 

Annual Income

          
 

Upto Rs 2.5 lakh

 

30

 

30

 

33

 

33

 

35

 

35

 

36

 

36

 

98

 

32.67

 

2.5 lakh to 5 lakh

 

48

 

48

 

45

 

45

 

30

 

30

 

38

 

38

 

123 41

 

5 lakh to 10 lakh

 

20

 

20

 

22

 

22

 

25

 

25

 

26

 

26

 

67

 

22.33

 

10 lakh and above

 

2

 

2

 

0

 

0

 

10

 

10

 

0

 

0

 

12

 

4

 

Total

 

100

 

100

 

100

 

100

 

100

 

100

 

100

 

100

 

300 100
5

 

Education

          
 

Upto SSLC

 

17

 

17

 

15

 

15

 

3

 

3

 

0

 

0

 

35

 

11.67

 

+2

 

62

 

62

 

63

 

63

 

17

 

17

 

0

 

0

 

142 47.33

 

Graduate

 

21

 

21

 

22

 

22

 

55

 

55

 

12

 

12

 

98

 

32.67

 

Post Graduate & 
Above

 

0

 

0

 

0

 

0

 

25

 

25

 

88

 

88

 

25

 

8.33

 

Total

 

100

 

100

 

100

 

100

 

100

 

100

 

100

 

100

 

300 100
6

 

Employment Status

          
 

Students

 

0

 

0

 

0

 

0

 

8

 

8

 

0

 

0

 

8

 

2.67

 

Salaried Class

 

0

 

0

 

0

 

0

 

29

 

29

 

50

 

50

 

29

 

9.67
Professionals 0 0 0 0 31 31 50 50 31 10.33

Business 100 100 100 100 0 0 0 0 200 66.67
Retired 0 0 0 0 15 15 0 0 15 5

Housewife 0 0 0 0 17 17 0 0 17 5.66
Total 100 100 100 100 100 100 100 100 300 100

Table-1
Showing Demographical Profile Of The Respondents

Source: Computed Data

To check the reliability of the study, Chronbach's alpha was 
done. Chronbach alpha with a value of 0.7 is acceptable as a 
cut off for suitability of the trustworthiness of the 
questionnaire (Hair et al., 2006 and Kline, 1999). The scale 
containing 23 items gave an Alpha value of 0.767. Hence the 
questionnaire is reliable. 

To test whether there is any significant difference between 
the awareness levels between wholesalers, retailers, 
consumers and practitioners ANOVA has been applied. The 
result of the test is showed in table-2 given below. 
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Table-2
Testing of the Difference in Awareness Level Among Different Categories of Respondents

Category Mean Score F-Test  P-Value  Homogeneity test
 

Levene’s  
Statistic  P-Value  

Wholesalers 2.46 

133.072
 

0.000
 

23.277
 
0.000

 
Retailers 2.68 

Consumers
 

3.13
 

Practitioners
 

3.73
 

Source: Computed Data

The results of the study showed that it is the practitioners 
who are more aware about GST followed by consumers, 
retailers and wholesalers. The less awareness among 
wholesalers and retailers when compared to consumers and 
practitioners is attributed to the high education level among 
consumers and practitioners and less educational 
qualification among wholesalers and retailers. To find out 
the observed difference in the awareness level among 
different categories is significant or not, ANOVA is applied. 
From the last column of the table-2 given above, it is clear 
that as P-value (0.000) is less than 0.01 null hypothesis is not 
accepted at 1% level of significance. Hence alternative 
hypothesis is accepted.

H : There is a significant difference between the awareness 11

level among wholesalers, retailers, consumers and 
practitioners.

For a detailed sub group analysis post hoc test has been done. 
To find out the suitable post hoc test method, first 
homogeneity of variance assumption has been tested. The 
result of homogeneity test is given in last two columns of 
table-2. As p-value (0.000) is below 0.01, null hypothesis is 
not accepted. Hence alternative hypothesis is not accepted at 
1% level of significance i.e., Homogeneity of variance is not 
assumed. Based on this Games-Howell test is applied as post 
hoc test for multiple comparison between the selected 
variables. The result of the Games-Howell test is shown in 
table-3 given below:

Table-3
Testing The Difference Between The Level Of Average Awareness Between Each Category

Dependent 
Variable

 
I Category

 
J Category

 
Mean 

Difference (I-J)

 
Standard Error

 
P-value

 

Average 
Awareness

 

Wholesalers

 Retailers

 

0.069***

 

0.069

 

0.008

 

Consumers

 

0.064***

 

0.064

 

0.000

 

Practitioners

 
0.076***

 
0.076

 
0.000

 

Retailers
 Wholesalers

 
0.069***

 
0.069

 
0.008

 

Consumers
 

0.061***
 

0.061
 

0.000
 

Practitioners
 

0.073***
 

0.073
 

0.000
 

Consumers 
Wholesalers

 
0.064***

 
0.064

 
0.000

 

Retailers 0.061***  0.061  0.000  

Practitioners 0.069***  0.069  0.000  

Practitioners 

Wholesalers 0.076***  0.076  0.000  

Retailers 0.073***  0.073  0.000  
Consumers 0.69***  0.069  0.000  
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The above table-3 proves that there is a significant 
difference between the awareness of all categories. The 
difference in the mean score of the awareness of wholesalers 
and retailers alone is not much strong as the p-value is 0.008 
when other categories p-value showed 0.000. But still as the 
p-value of all categories is 0.000 which is less than 0.01, 
awareness level of each category is significantly different at 
1% level.

The difference in perception of wholesalers, retailers, 
consumers and practitioners on GST implementation is also 
tested with the help of ANOVA. Table-4 given below depicts 
the result of the difference in perception of them towards the 
implementation of GST.

From the above results showed in table-4 it is clear that it is 
practitioners who is having more positive perception 
towards GST implementation followed by consumers, 
retailers and wholesalers. As the P-value (0.000) is less than 
0.01, null hypothesis is not accepted at 1% level of 
significance. Hence alternative hypothesis is accepted.

H : There is a significant difference between the awareness 12

level among wholesalers, retailers, consumers and 
practitioners.

Table-4
Testing of  the Difference in Perception Level Among Different Categories of Respondents

Category Mean Score  F-Test  P-Value  Homogeneity test  

Levene’s 
Statistic  

P-Value

Wholesalers
 

2.88
 

58.160
 

0.000
 

3.266
 
0.021

Retailers
 

2.94
 

Consumers
 

3.16
 

Practitioners

 

4.14

 
For a detailed sub group analysis post hoc test has been 
applied. The last two columns in the table-4 show the result 
of homogeneity test. As the p-value (0.021) is less than 0.05, 
it is proved that homogeneity of variance is not assumed at 
5% level of significance. Based on this Games-Howell test is 
applied as post hoc test for multiple comparison between the 
selected variables. The result of Games-Howell test is 
shown in table-5 is given below:

Source: Computed Data

Dependent 
Variable

 I Category
 

J Category
 

Mean Difference 
(I-J)

 Standard 
Error

 P-value
 

Average 
Perception

 

Wholesalers 
Retailers -0.060  0.115  0.953  

Consumers -0.280  0.115  0.076  

Practitioners -1.260***  0.101  0.000  

Retailers
 

Wholesalers 0.060  0.115  0.953  
Consumers

 
-0.220

 
0.116

 
0.232

 
Practitioners

 
-1.220***

 
0.101

 
0.000

 

Consumers

 

Wholesalers

 
0.280

 
0.115

 
0.076

 Retailers

 

0.220

 

0.116

 

0.232

 Practitioners

 

-0.980***

 

0.102

 

0.000

 
Practitioners

 

Wholesalers

 

1.260***

 

0.101

 

0.000

 
Retailers

 

1.200***

 

0.101

 

0.000

 
Consumers

 

0.980***

 

0.102

 

0.000

 

Source: Computed Data
Note: ***: 1% level of significance

Table-5
Testing the Difference Between the Level of Average Perception Between Each Category
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The above table-5 proves that the mean difference in the 
perception of wholesalers is significant with practitioners 
alone at 5% level and when compared with other categories 
such as retailers and consumers, it is not significant. The 
mean difference in the perception of retailers with other 
categories is also examined during Games-Howell test and 
the result showed that significant difference in the 
perception between retailers is only with practitioners. The 
result of comparison between consumers and other 
categories, is also similar to those of wholesalers and 
retailers because only significant difference between the 
perception of consumers, is with practitioners. But when the 
difference in the perception between practitioners and other 
categories such as wholesalers, retailers and consumers is 
examined, the result shows that there is a significant 
difference between each category at 1% level as the p-value 
is less than 0.01.

Year
 

Commodity Description
 

Rural
 

% change
 

Urban
 

%  
change  Combined

 
% change

 

Dec-2016 General Index  132.8  -  127.6  -  130.4  -  

JAN-2017 General Index  132.4  -0.30%  127.8  0.16%  130.3  -0.08%  

FEB-2017 General Index  132.6  0.15%  128.2  0.31%  130.6  0.23%  

MAR-2017 General Index  132.8  0.15%  128.7  0.39%  130.9  0.23%  

APR-2017 General Index  132.9  0.08%  129.1  0.31%  131.1  0.15%  

MAY-2017
 

General Index
 

133.3
 

0.30%
 

129.3
 

0.15%
 

131.4
 

0.23%
 

JUN-2017
 

General Index
 

133.9
 

0.45%
 

129.9
 

0.46%
 

132.0
 

0.46%
 

JUL-2017
 

General Index
 

136.2
 

1.72%
 

131.8
 

1.46%
 

134.2
 

1.67%
 

AUG-2017
 

General Index
 

137.8
 

1.17%
 

132.7
 

0.68%
 

135.4
 

0.89%
 

SEP-2017
 

General Index
 

137.6
 

-0.15%
 

132.4
 

-0.23%
 

135.2
 

-0.15%
 

OCT-2017
 

General Index
 

138.3
 

0.51%
 

133.5
 

0.83%
 

136.1
 

0.67%
 

Nov-2017
 

General Index
 

140.0
 

1.23%
 

134.8
 

0.97%
 

137.6
 

1.10%
 

Their present opinion of the success of GST implementation 
when compared to the old taxation system (VAT) 60% of 
them are not satisfied. When the difference between the 
mean score of awareness and perception of the people in 
different categories are observed it is clear that persons in 
each categories perception is more than their awareness. 
This indicates that they are keeping more faith and belief in 
the success of GST but in reality, they were not much happy 
with the success of the implementation of GST. This may be 
attributed to the less awareness about GST and greater 
expectation they gave in the beginning. 

The table-6 given below shows the trend of consumer price 
index (CPI) of rural area, urban area and for the whole 
country.

Table-6
Showing the trend of CPI of rural, urban and Whole India from December 2016 to November 2017

Source: Computed Data

SCMS Journal of Indian Management,  July - September - 2019



24

A Quarterly Journal    

The result of the study showed in the table-6 explains that 
generally there is always an increase in commodities' price. 
However, this could be due to inflation. However, the huge 
hike in CPI during the months of July and August 2017 when 

compared to other months can only be attributed to the GST 
effect. For a better understanding, graph-1 shows the trend of 
percentage of change in CPI as a line graph.

Graph-1

Graph-1 clearly explains that sudden hike in the price level 
during the period on July 2017 when compared to the 
previous months. This hike may be attributed to the GST 
effect on the price of commodities.

To examine the present satisfaction on the economic 
condition during each quarter, quarterly data of CSI, has 
been examined. For measuring the future expectancy on the 

present economic conditions based on the present economic 
policies, FEI has been measured. CCI index talks about the 
confidence level of public on the success of the major 
economic decisions during that quarter. Table-7 explains the 
perception of the public on spending habit and price level 
along with overall current perception (CSI), future 
expectation (FEI), and CCI during each quarter. 

Year

 Perception a year before GST

 
Year Before Expectations Comp ared 

with Current Situations

 
 

Spending
 

Price 
Level

 
CSI

 
Spending

 
Price 
Level

 
FEI

 
CCI

 

Dec-16
 

67.9
 

-66.2
 

102
 

72.4
 

-55
 

129.7
 

27.7
 

Mar-17
 

82.3
 

-80.7
 

98.7
 

85.4
 

-72.4
 

121.7
 

23
 

May-17 81.8 -78 100 84  -70.9  123.4  23.4  

Jun-17 79.8 -81.8 96.8 80.7  -66  120.8  24  

Sep-17 81.5 -84.1 95.5 83.8  -74.5  118.8  23.3  

Nov-17 84.2 -86.9 91.1 84.6  -76.2  114.7  23.6  

 

Table-7 
Perception of Public on The Present Indian Economy and their 
Future Expectation after One Year and their Confidence Level

Source: Computed Data
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The trend of satisfaction in spending behaviour of the public 
nd this compared with current and future period in the 2  and 5  

column of table-5. From the above table it is clear that there 
is a small increase in satisfaction throughout the period 
considered for the study. But at the same time, even though 
the satisfaction on spending increased initially, it falls 
gradually till June 2017. Thereafter the satisfaction level has 
again increased. But when the perception towards the price 
level of commodities during the current period is examined, 
it shows a negative value throughout the period and the 

satisfaction level on the present price level keeps on declining 
in each quarter. When compared to their future expectation, 
though they expect a slight improvement they perceive that 
satisfaction level is still in negative. This means the public 
are not satisfied with the present consumer price index trend. 
Though the authorities claim that the public will get benefit 
of GST, the results show that they do not expect a decline in 
price by the introduction of GST. For a better understanding 
of the trend of line of satisfaction on change in price level and 
spending, multiple line graph is plotted in graph-2.

The continuous fall of CSI index from June 2017 onwards 
itself is indication that public is not satisfied with the present 
economic conditions. But the positive sign on the 
implementation of GST is that they hope that after one year 
they will get benefits of GST. The last column of table-7 

explains about the confidence level of consumers on the 
overall economic policies taken by the Government during 
each quarter. The trend of CCI during the period considered 
for the study is illustrated in graph-3.

Graph-2

Graph-3
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Thus preliminary examination of the value of indices makes 
it clear that GST boosts the spending habit of people. The 
implementation of GST has escalated the prices of the 
commodities in rural, urban and the whole country as a result 
of which the perception of the public on the current price 
level changes has decreased. When the trend of CSI, FEI and 

CCI are observed by comparing their trends before and after 
GST, the difference is diminishing. But this difference need 
not be significant. To examine whether this difference is 
significant or not, paired t-test is applied for comparing 
before GST and after GST. Table-8 shows the descriptive 
statistics along with the results of paired t-test.

Table-8
Showing the results of GST Effect on Indian Economy

Variable Before/ After GST Mean Score t-statistics P-value

Spending Before GST
 

77.33
 

-1.180  0.359  

After GST
 81.83 

Price Level Before GST
 -74.97

 

2.636
 0.119  

After GST
 -84.27

 

CSI 
Before GST

 
100.23

 

3.454
 

0.075
 

After GST 94.47 

FEI 
Before GST 124.93

 
3.473  0.074  

After GST 118.10 

CCI Before GST 24.70 
.810  0.503  

After GST 23.63 

CPI Rural 
Before GST 133.10 

-12.223  0.000  
After GST 137.98 

CPI Urban 
Before GST 129.04 

-14.606  0.000  
After GST 133.04 

CPI Combined 
(Overall) 

Before GST 131.20 
-13.507  0.000  

After GST 135.70

Source: Computed Data

The table-8 given above inspects which all variables are 
significantly influenced by the implementation of GST and 
which are not. When the mean score of the variables before 
GST and after GST periods are examined, it is clear that 
public is having an optimistic perception on spending factor 
and having a pessimistic perception towards all other factors 
such as price, CSI, FEI, CCI, CPI rural, CPI urban and CPI 
combined. To inspect whether the mean difference between 
before GST and after GST period on these factors is 
significant or not, paired t-test is employed. The P-value in 

A Quarterly Journal    

the last column of table-8 explains whether the variables are 
significant or not. The study assumes there is no significant 
mean difference in any of the factor with respect to the 
implementation of GST. Except for the variables CPI rural, 
urban and combined all other factors' p-values are greater 
than 0.05. Hence, those variables are not much influenced by 
the implementation of GST. But CPI rural, urban and 
combined indices exhibit a significant difference at 1% level 
in their mean score before and after GST as their p-value 
(0.000) is less than 0.01. 
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Conclusion

Economic development of a country is driven not only on the 
basis of macroeconomic stability and low inflation; but also 
on the basis of the wealth of the Government in developing 
the economy of a country. The wealth of the Government is 
from the tax collected from the public. Tax amount paid by 
the public is not a voluntary contribution; but an enforced 
contribution made by the Government. Since the public is 
paying a small proportion of his hard earned income to the 
Government, most of them may have a tendency to evade 
this tax amount. So for successful tax collection, a good faith 
among the public on the new taxation system is most 
essential. 

In this regard, the present study analysed the confidence 
level of public on the newly implemented GST. For this the 
study initially examined the perception and the awareness of 
the public towards implementation of GST has been 
examined by segregating the public into four categories such 
as Wholesalers, Retailers, Consumers and Practitioners and 
the result showed that though their perception towards GST 
implementation is high their awareness level towards GST is 
not up to the expected level. When compared about testing 
the difference in the level of perception and awareness 
towards GST implementation between each category it is 
find out that Practitioners are having the highest level of 
awareness than others. These results show that public 
confidence level in GST is less that they had for the previous 
VAT. This could be attributed to the hike in prices of 
commodities consequent to introduction of GST. When the 
confidence of the public on the betterment of price in future 
was examined the results showed positive sign towards it. 
The spending habit of the people has also become optimistic 
with the introduction of GST. 

The study analysing the perception of the public by 
segregating them to different classes will help the authorities 
in getting a better insight into the topic and it helps them to 
take appropriate steps in improving the awareness level of 
the public and this will hope to increase tax collection 
without any compulsion on its citizens.
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The paper empirically investigates the impact of global financial crisis on five prominent Asian countries 

including India. The analysis of logarithmic return over a period of 18 years reveals that returns are 

negatively skewed and stationary. During crisis period, returns fall down drastically and correlation 

coefficients between different markets increase. Block exogeneity causality test evidence the 

unidirectional causality flowing from Indian stock market to other stock markets. Since the market returns 

found to be heteroscedastic, different ARCH based models have been tested to detect the impact of crisis. 

The results evidence significant impact of crisis period on the volatility of all markets except China. 
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olatility is an unavoidable market phenomenon in 
stock markets. It refers to the amount of risk Vinvolved in returns due to uncertain and precarious 

conditions of market. Whenever any positive or negative 
shock infuses into the market, it significantly affects the 
investor's sentiments. The stimulus to sentiments reflects 
into higher volatility particularly due to the herding 
behavior of investors (Ghufran et al., 2016). Higher 
volatility implies dramatic fluctuations in stock prices 
during shorter time span. In contrast, the period of low 
volatility indicates a steady pace over a period of time. 
Persistent rise in volatility is a matter of concern for the 
market regulators as after a certain point high volatility may 
cause severe losses to investor and also to the economy 
(Pryymachenko, 2003).That is the reason why volatility has 
always been a matter of interest for the researchers. Further 

in the present era of globalization, there has been an 
exponential growth in the number of factors that may lead to 
market volatility.

An international linkage of an economy is one of the 
prominent factors that broaden the fluctuation band of stock 
prices. Now the domestic market is not only influenced by 
the internal shocks but also gets affected by the external 
shocks. Every noteworthy stock price movement is followed 
by the investor's reaction immediately at the international 
front. The downturn swings of one country sometimes cause 
a massive failure of another market also. The financial crisis 
emanated from United States of America is no more 
exception to it. The US crisis became a global phenomenon 
in the late 2007 and its contagious effect led to market crash 
in many countries. Asian countries also experienced massive 
fall during 2008 (see figure 1). 
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Though the volatility linkages among Asian stock markets 
(China, India, Japan, Hong Kong, Jakarta, and Korea) is not 
high (Joshi 2011) yet all of the selected nations i.e. China, 
India, Indonesia, Japan and South Africa depicted volatile 
nature of market particularly during crisis period. During 
2007-09, all markets witnessed huge volatility and a 
significant downfall. However, it is worthwhile to note that 
these fluctuations were not prolonged for many years. 
Apparently, this reinforces the general notion that the 
volatility during global financial crisis is relatively short-
lived.

The volatility in developed stock markets has been 
comprehensively researched to assess the impact of 
financial crisis however developing stock markets have been 
explored lesser. In this context, the present study attempts to 
examine the effects of recent global financial crisis 
(occurred during 2007-08) over the volatility on five 
prominent Asian stock markets. The data has been taken 
from January 2000 onwards to avoid any possible 
impression of Asian crisis occurred during 1997-98. The 
study investigates the changes in the volatility over a period 
of 18 years and examines the correlations among different 
indices during pre-crisis period (2000-07), crisis period 
(2007-09) and post crisis period (2009-18). The study 
investigates any possible causal relationship among selected 
countries so as to enable the investor to park his money in 
internationally diversified portfolios for getting advantages 
of international diversification.

Literature Review

Though volatility shocks in stock market are short-lived 
(Bent and Morten, 2007) yet within a couple of days it can 
ruin the entire business empire and lead to unendurable 
losses to investors. Stock price volatility influences the cost 
of capital, profitability, industrial production, and ultimately 
the entire economy. It has a notable impact on portfolio 
allocation, asset pricing, and also market risk (Osazevbaru 
2014). Kiymaza and Berument (2003) studied the 
relationship between volatility and trading volume. The 
study found that volatility negatively influences trading 
volume. The study noticed that more volatile period 
experiences low trading volumes particularly because of the 
trader's unwillingness to invest. Choudhry (2003) 
investigated the influence of stock market volatility on GDP 
and the components of GDP. The results of error-correction 
framework confirm that stock market volatility has adverse 

effects on consumption and investment. Owing to the 
significant influence of volatility, it has always been a matter 
of concern to the market participants as well as regulators. 
The concept has always been a subject of great interest to 
finance experts. 

Different researchers have analyzed the market volatility in 
different contexts. Some researchers attempted to identify 
the forces that make a market volatile. Like Christiano et al. 
(2008) observed that the imperfect rationality of investors 
makes the stock markets to fluctuate more frequently than 
the market with rational investors. In an extensive study of 
40 countries, Diebold and Yilmaz (2008) established a clear 
linkage between macroeconomic fundamentals and stock 
market volatilities. The results revealed wide dispersion in 
volatilities across countries. The Granger causality test 
indicates stock market volatility does not cause GDP 
volatility however in sharp contrast; GDP volatility does 
cause stock market volatility. Bissoondeeal et al. (2014) 
concluded that investor's tendency to be risk averse is a vital 
force for the volatility. The risk-averse behavior motivates 
the investor to invest in assets deemed safer during 
heightened volatility. Some studies tried to explore 
appropriate models that could suit to the particular market 
conditions because when the return increases the volatility 
does not increase in equal measure (Kim and Singal 2000). 
The asymmetric, autoregressive and heteroscedastic nature 
of returns call for model competent enough to deal with 
ARCH effect. Engle and Rangel (2008) also explored the 
relationship between macroeconomic fundamentals and 
low-frequency volatility using ARCH based models. 

The recent two decades witness huge stock market volatility 
world-wide. Kose et al. (2003) suggest that increased 
financial integration is responsible for the increase in 
relative volatility. International diversification permits the 
volatility transmission from one country to another. 
Whenever any negative shocks hit one country, the same is 
amplified due to the market inter linkages. The crisis 
occurring in one country could spread wildly  to other 
countries due to the linkage of economies. For an instance 
the global financial crisis emanating from USA hit many 
stock markets brutally. Some countries have experienced ill 
effects for shorter duration while some others have to suffer 
for longer time period. Schwert (2011) reported that the 
volatility seen in United Kingdom and Japan during the year 
2008 crisis was relatively short-lived. Kishor and Singh 
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(2017) examined the volatility of BRICS stock markets 
during and after the subprime crisis. The results indicated 
that except Russian stock market all other BRICS market 
have been significantly affected by the global recession. The 
volatility has significantly changed during the crisis and 
recovery periods. However, the magnitude of change in 
different markets has not been observed to be uniform.

Research Methodology

The present study attempts to analyze the impact of global 
financial crisis on Asian countries. Though there is no 
concrete evidence as to the exact timeline regarding the 
inception of crisis period yet the same is believed to be 
emanated with the filing of petition for bankruptcy by New 
Century in April 2007. Similar to the inception date there is 
bit ambiguity with reference to the date by which impact of 
crisis mellows down. However most of the researchers 
assume it to be continued for a period over two years ending 
by March 2009 because from that period the leading indices 
like Dow Jones started to reflect the sign of recovery. Taking 
the same into consideration, the present study specifies the 
data over a period of April 2007-March 2009 as a crisis 
period and rest period as pre and post crisis period. The 
study covers a span of 18 years starting with January 2000 so 
as to avoid any impression of Asian crisis on the selected 
data. The data from January 2000 - December 2018 has been 
taken for top five Asian countries listed by IMF in terms of 
their GDP. The selected countries include China, India, 
Indonesia, Japan and South Korea. The closing values of 
leading indices of each country have been used to compute 
the returns using following formula: 

Where,  is the closing index value at day t and P  t-1

represents the closing index value of the previous day. 

At the outset, the distribution pattern of the data has been 
studied through Jarque-Bera test that examines the null 
hypothesis of normal distribution through skewness and 
kurtosis. The interrelation among different indices has been 
analyzed through correlation and Block exogeneity 
causality test. The block exogeneity causality test carries out 
pairwise granger causality to examine the joint significance 
of each of the lagged endogenous variables through Chi-
squared (Wald) test statistic. The test is employed to assess 

Pt

whether inclusion of the lagged variable is beneficiary to 
explain the dynamics of other variables in the multivariate 
frame work (Ahmed 2011).The block exogeneity causality 
test also verifies whether an endogenous variable can be 
treated as an exogenous variable.

The possibility of unit root has been tested through 
Augmented Dickey Fuller test (ADF). The null hypothesis 
of the test is that the data is not stationary i.e. there is a 
presence of unit root. If the null hypothesis is rejected i.e. if 
data is found to be non-stationary, same is required to be 
transformed for further analysis. In the present study all 
return series observed to be stationary at original level and 
therefore we may proceed for further analysis without any 
transformation. Since the financial time series usually 
characterized by heteroscedasticity, the residuals have been 
examined for possible heteroscedasticity through Lagrange 
Multiplier test. The results evidence that return series are not 
homoscedastic and we have to apply autoregressive 
conditional heteroscedastic (ARCH) based models to 
capture the volatility. 

The present study applies four commonly used ARCH based 
models. Initially Generalized autoregressive conditional 
heteroskedasticity (GARCH p, q) model propounded by 
Bollerslev (1986) has been applied. GARCH model is a 
generalization of ARCH model that allows p to be more than 
zero. Unlike ordinary least square analysis the model 
doesn’t assume constant volatility. The process allows the 

2current s  variance to depend upon the past variance i.e.  t
2and lagged disturbances i.e e .t-j

2s t-j

GARCH model restricts the negativity of the coefficients i.e. 
asserts that a  According to Nelson (1991) the 1  

non-negativity constraints of linear GARCH model are too 
restrictive. To avoid these rigid restrictions, he proposed an 
exponential form in the form of EGARCH model. The 
model allows the conditional variance to be an asymmetric 
function of lagged disturbances. Asymmetry parameter 
denotes the presence of leverage effect which implies that 
the market volatility is high in case of negative shocks              
(e  than the good news  The g represents the -

leverage parameter. If the value of gis negative i.e. g<0,  the 
asymmetric function is assumed otherwise symmetric 
function is concluded.

> 0, b > 0.1 

< 0)  (e < 0).t 1  t-1  
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Zakoian (1994) introduced Threshold ARCH (TARCH) 
model to capture the asymmetric function. The model 
divides the distribution of the innovations into disjoint 
intervals i.e. positive shocks (good news) and negative 
shocks (bad news) on the volatility. The impact of good news 
is ¥  
volatility is assumed to be symmetric i.e. bad news doesn't 
have leverage effect. However, if  g ¹0  the impact is 
assumed to be asymmetric.

and th bad news has an impact of ¥+g. If g =0 the 

Ding, Engle and Granger (1993) proposed Asymmetric 
power ARCH (A-PARCH) Model. This model changes the 
second order of the error term into a more flexible varying 
exponent that allows for the leverage effect. A-PARCH 
model implies asymmetric effects if the coefficient of 
gamma is not equal to zero (gI  

Condition:

¹ 0.)

The term d represents the parameter for power term. It is 
worth mentioning that if the value of d is equal to two, the 
PARCH model becomes a classic GARCH model that 

Finding and Analysis

The present paper examines the behavior of stock markets of 
five leading Asian countries viz., China, India, Indonesia, 
Japan and South Africa (SA). The entire study period from 
January 2000- December 2018 has been divided into three 
sub-periods viz., pre-crisis period (January 2000 – March 
2007), Crisis Period (April 2007-March 2009) and post-
crisis period (April 2009 – December 2018). During the 
crisis period, every stock market experienced massive 
downfall in returns. Japanese stock market experienced the 
highest hit and the same was followed by China, India, 
Indonesia and South Africa respectively. It is also 
worthwhile to note that Japanese stock market recovered 
quickly than the other markets. Indonesian and Indian stock 
markets also registered signs of recovery. Negative skewness 
of all markets has been observed for all markets except 
marginal exceptions (Chinese stock market during pre-crisis 
period and Indian market during post-crisis period). Further 
all the return series found to have high value of kurtosis. 
Table 1 depicts the descriptive statistics of selected data.

Particulars  China  India Indonesia Japan SA China India Indonesia Japan SA 

Total Period Pre-crisis Period 

Mean (%)  0.05  0.19 0.22 0.01 0.08 0.20 0.23 0.26 -0.01 0.11 

SD (%)  3.32  3.09 3.01 3.03 3.26 2.96 3.30 3.11 2.78 3.94 

 Skewness  -0.28  -0.56 -0.87 -1.08 -0.56 0.45 -0.79 -0.24 -0.31 -0.23 
 Kurtosis   5.81   6.40  8.50  10.76  8.53 5.00 5.72 3.50 3.47 4.79 

Crisis Period Post-crisis Period 
Mean (%)  -0.26  -0.22 -0.19 -0.65 -0.12 0.01 0.24 0.28 0.16 0.09 

SD (%)  5.33  4.97 4.87 4.62 4.97 3.01 2.34 2.38 2.77 2.03 

Skewness  -0.11  -0.38 -1.45 -1.95 -0.79 -0.79 0.22 -0.18 -0.41 -0.70 

 Kurtosis  3.20  3.71 7.54 13.49 7.40 6.58 5.30 6.38 4.26 5.36 

allows for asymmetry. Further equal to one, leads to the 
estimation of the conditional standard deviation. The present 
paper has applied all the above-mentioned models to capture 
the volatility and also to assess the impact of financial crisis. 
To detect the influence of global financial crisis on market 
volatility a dummy variable has been used in all models. The 
most suitable model has been identified using two most 
popular information criterions viz., Akaike Information 
Criterion and Schwarz Information Criterion. 

d 

Source: Author's calculation

Table 1: Descriptive Statistics
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During the study period from 2000-18, the average return 
from Indonesian stock market found to be highest followed 
by Indian, South African, Chinese and Japanese stock 
markets. Asian Development Bank (2009) also reported that 
the South-East Asian equity markets like Indonesia have 
improved their performance as well as fundamentals and 
this attracted foreign portfolio investment in East Asia. 

The Chinese stock market has reported highest variance and 
the same is followed by South African, Indian, Japanese and 
Indonesian stock market. None of the selected stock market 
observed to follow normal distribution. The results of 
Jarque-Bera statistics reject the null hypothesis of normal 

distribution of the data. Similarly, Augmented Dickey Fuller 
test statistics rejects the null hypothesis of presence of unit 
root and we may infer that the return series is stationary at 
original level. Therefore the return series have been used for 
further analysis without any transformation. 

Since financial time series usually violate the condition of 
constant volatility, the ARCH effect has been conducted to 
check for the possible heteroscedasticity of the data. The 
results of JarqueBera, unit root test and ARCH test have been 
reported in table 2. All the test statistics have been analyzed 
at 5% level of significance and rejection of the null 
hypothesis has been marked as * mark.

Country China India Indonesia  Japan  South Africa  

Jarque-Bera Statistics  338.29*  526.84*   1374.29*   2677.54*   1314.19*  

ADF Statistics -29.29* -19.77* -32.38*  -31.88*  -33.97*  

ARCH Statistics 19.80* 29.59* 12.28*  14.99*  116.92*  

Table 2: Results of Jarque Bera, Unit root and ARCH test

Source: Author's calculation

The results of ARCH test indicate that null hypothesis of no 
ARCH effect cannot be accepted and we may deduce that 
the return series for all stock markets are autoregressive 
conditional heteroscedastic.  Since the volatility is time 
varying in nature that GARCH models are needed to be 
applied to capture the conditional volatility behavior. 

The study of correlation between different sets of two 
markets reveals that correlation coefficient was higher 
during the crisis period. During the entire study period, the 
coefficients among the market indicate that there exists low 
to moderate degree of correlation between markets (table 3). 

Initially Japanese and South African market has been found 
to be more correlated in comparison to other market 
combinations. However, during post-crisis period the 
coefficient has started to get normalized. Although the 
correlation between Indian and Chinese stock market are 
found to be least correlated during the total period yet is 
showing improvement from 9%-19%-20% during different 
sub-sample periods. The correlation of Indian market with 
Indonesia and South Africa has reported a drastic fall during 
crisis period and couldn't reach to the level of pre-crisis 
period.

Country

Total Period Pre-crisis Period

China

 

India

 

Indonesia

 

Japan

 

SA

 

China

 

India

 

Indonesia

 

Japan

 

SA

China 1
 

1
 

India 0.15
 

1
 

0.09
 

1
 

Indonesia
 

0.20
 

0.43
 

1
 

0.11
 

0.25
 

1
 

Japan 0.21 0.49 0.39 1 0.11  0.41  0.25  1  

SA 0.20 0.54 0.44 0.59 1  0.10  0.45  0.32  0.54  1

Crisis Period Post-crisis Period  
China 1

 
1

 
India 0.19

 
1

 
0.20

 
1

 
Indonesia

 
0.31

 
0.65

 
1

 
0.20

 
0.47

 
1

 Japan 0.19

 
0.65

 
0.68

 
1

 
0.29

 
0.47

 
0.33

 
1

 SA 0.26 0.68 0.64 0.78 1 0.32 0.57 0.50 0.59 1

Table 3: Correlation Coefficients

Source: Author's calculation
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The correlation coefficients fail to explain the degree of 
causality among different stock markets. To explore the 
possible causality among selected variables, Block 
exogeneity test has been conducted (table 4). Since the data 
is already stationary at level therefore no differencing has 

been made and the causality has been examined on the 
original dataset. The rejection of null hypothesis of no 
causality at 5% level of significance has been represented by 
* mark and rejection at 10% level has been reported as **.

Table 4: Results of Block Exogeneity Causality Test

 Countries  China  India Indonesia Japan South Africa 

Total Period  
China  NA  0.08  2.6 0.11 2.26 
India   6.56**  NA  21.93** 14.26** 19.77** 
Indonesia   0.39  1.06  NA 6.24** 3.68 

Japan   0.11  1.87  0.62 NA 5.90* 

South Africa   0.07  1.2  3.14 7.45** NA 

All  11.69  4.12  47.40** 22.00** 35.76** 

Pre-crisis Period  

China  NA  1.98  3.81 0.95 1.93 
India   1.72  NA  6.77** 6.18** 6.53** 

Indonesia   0.42  1.02  NA 2.06 1.72 

Japan   0.15  0.53  0.09 NA 0.4 

South Africa   0.75  1.58  1.86 2.73 NA 

All  2.69  6.67  20.43** 9.97 11.52 

Crisis Period  

China  NA  1.16  0.13 1.3 1.82 

India   3.31  NA  3.14 5.52* 4.17 

Indonesia   0.15  1.48  NA 3.78 1.99 
Japan   0.63  9.57  6.46** NA 24.86** 

South Africa   1.26  8.59**  5.56* 4.03 NA 

All  11.66  14.47*  20.64**  14.51* 39.35** 

Post-crisis Period  

China  NA  1.37  0.18 2.18 0.63 

India   1.28  NA  20.68** 3.85 6.41** 

Indonesia   0.82  5.43*  NA 0.92 0.81 

Japan   0.17  2.91  1.3 NA 1.65 

South Africa   1.25  5.21*  2.85 6.07** NA 

All  4.23  17.01**  25.33** 10.36 9.29 

Source: Author's calculation
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The results of Block exogeneity causality test have 
evidenced the unidirectional causality flowing from Indian 
stock market to other stock markets. This represents the 
global strength of Indian stock market. During the crisis 
period unidirectional causality has been observed from 
South Africa to India and Indonesia. Further Japanese 
market also has reported unidirectional causality from 
Indonesian and South African markets. Bidirectional 
causality between India and Indonesia as well as India and 
South Africa has been found after the crisis period. During 
post-crisis period, Japanese stock market witnessed 
unidirectional causality running from South African market.

To analyze the volatility pattern with an intervention of 
global financial crisis the present study applies four ARCH 
based models viz., GARCH, EGARCH, TARCH and 
APARCH. To select the most suitable model for a country, 
Akaike information and Schwarz information criterion have 
been used. The criterions recommend the model that has 
least values for these criterions. Table 5 summarizes the 
results of the two information criterions. The least values 
have been highlighted in bold.

 Country GARCH EGARCH TARCH A-PARCH 

Akaike information criterion 

China -4.171 -4.170 -4.170 -4.170 

India -4.338 -4.345 -4.339 -3.731 

Indonesia -3.786 -4.366 -3.775 -3.783 

Japan -3.772 -4.287 -3.761 -3.769 

South Africa -4.352 -4.362 -4.361 -4.364 

Schwarz information criterion 

China -4.146 -4.140 -4.140 -4.135 

India -4.314 -4.315 -4.310 -3.696 

Indonesia -3.762 -4.336 -3.745 -3.748 

Japan -3.748 -4.257 -3.731 -3.734 

South Africa -4.327 -4.332 -4.331 -4.329 

 

Table 5: Results of information criterions

Source: Author's calculation

The results of information criterions indicate GARCH 
model has been recommended for China whereas for rest 
four countries, EGARCH has been endorsed through 
Schwarz criterion. Akaike information criterion suggests 
the use of APARCH model for South Africa and EGARCH 

for rest three countries i.e. India, Indonesia and Japan. None 
of the criteria suggested the advantage of using TGARCH 
model therefore the results of TGARCH has not been 
represented. The results of the recommended models can be 
understood through table 6.
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Particulars  China  (GARCH)  India
 

(EGARCH) 
Indonesia 

(EGARCH) 
Japan 

(EGARCH) 
South 

Africa(EGARCH) 
South Africa 

( APARCH) 

ω  0.0000*  -0.2927* -1.0165* -2.1260* -0.4757* 0.0004 

α  0.1054*  0.1411* 0.2725* 0.2188* 0.2362* 0.1227* 

β  0.8523*  0.9755* 0.8896* 0.7283* 0.9598* 0.8647* 

ϒ  -  -0.0481* -0.0612* -0.2057* -0.0804* 0.3562* 

Crisis  0.0001  0.0439* 0.1556* 0.1379* 0.0498* 0.0005 

δ  -  - - - - 1.2633* 

Table 6: Results of models selected using information criterion

Source: Author's calculation

The application of GARCH model to analyze the stock 
market condition of China reveals that it is a highly persisted 
market because 85.23% information comes from the 
volatility of the previous day and the present shocks have 
low reaction of 10.54%. EGARCH model depicts that ϒ 
estimate for all four countries i.e. India, Indonesia, Japan 
and South Africa is less than zero and significant at 5% level 
of significance.  Therefore, we may conclude that stock 
returns of selected nations have leverage effect and we 
cannot accept the null hypothesis of symmetric impact for 
these markets. APARCH model also expresses the 
significance of leverage effect. According to the null 
hypothesis of the model, the zero value of ϒ represents the 
absence of asymmetry effect. But in the present study a non-
zero value has been recorded for ϒ which endors the 
information asymmetry in the respective stock market. The 
model also has observed significant value for δwhich is not 
equal to two therefore we may safely conclude that the 
classic GARCH model is not applicable to South African 
stock market.

To identify the impact of crisis on stock market 
performance, a dummy variable has been included in every 
model. The impact of crisis on the volatility of stock market 
is apparent from the results. The coefficient of crisis has 
been found significant for all selected nations except China. 
In the case of South African stock market, no impact has 
been indicated by APARCH model but EGARCH model 
advocates the notion of significant influence of crisis over 
stock markets. Indonesian market has been affected most 
during the financial crisis and the same was followed by 
Japan, Indonesia, and India respectively. Even during Asian 
crisis also foreign direct investment inflows into Indonesia 

collapsed. The net inflows in the country were found to be 
negative for many years until 2003 (Porter and Ketels, 
2008).Chinese stock market has exposed no significant 
influence of crisis over the market volatility. Bystrom (2011) 
also has reported that the link between news and impact on 
the volatility has been strongly present for the world but 
weak for the Chinese stock market. 

Conclusion

The present study empirically examines the stock return 
behavior during 2000-18. Since during the selected span 
most of the global markets experienced financial crisis, the 
present study attempts to investigate the impact of global 
financial crisis (if any) over five prominent Asian countries 
viz., China, India, Indonesia, Japan and South Korea. The 
stock returns of all markets observed to have negative 
skewness, high kurtosis, stationary and autoregressive 
conditional heteroscedasticity. The variance of Chinses 
stock market was highest followed by South Africa, India 
and Japan. The variance of Indonesian market was least. The 
markets have been found to have low to moderate degree of 
correlation with each other. Indian stock market has been 
found to have moderate degree of correlation except with 
Chinese stock market. Highest correlation was noticed 
between South Africa and Japan followed by South Africa 
and India. All markets have revealed downfall during 2007-
09. The statistical significance of crisis intervention on the 
market volatility has been assessed through four models 
namely GARCH, EGARCH, TARCH and PARCH. The 
Akaike and Schwarz information criterions have suggested 
the application of GARCH models or Chinese stock market. 
For rest of the markets, EGARCH was recommended on the 
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basis of Akaike information. However, Schwarz has 
suggested PARCH for South African market and EGARCH 
all rest three markets. The results of EGARCH model 
indicate the significant positive impact of global financial 
market over the stock market. Indonesian market has 
maximum effect followed by Japan. The results are useful to 
design international portfolio for reaping the benefits of 
diversification.
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Considering its economic interest, a country may decide to adopt Ultra Low Interest Rate Policy (ULIRP) or Negative 

Interest Rate Policy (NIRP) or a standard economic policy. The current study aims at understanding the dynamics 

between some critical macroeconomic variables (Interest rates, GDP, Exchange rate, Inflation, and FDI) in local 

Indian context with special reference to international ultra-low and negative interest rates (USA and UK economies) . 

One of the significant finding was the negative connectedness between Indian FDI and US interest rates.
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nderstanding the dynamics of macroeconomic 
parameters is a major challenge for policy makers. UThe central bank can set the monetary policy rule 

depending on interest rate reaction due to change in 
macroeconomic variables in the economy [Parking and 
King, 1995]. In recent times, different countries across the 
globe are maintaining different levels of interest rates, and 
the co-integrated economies affect each other’s interest 
rates, which further effects local economy [Ahmad, 2015]. 

During the global financial crisis in 2008 that caused by the 
burst of the housing bubble and led to contract the US 
economy for 18 months, and consequently affected both 
developed and developing economies, for example, 
economic activity in the G7 countries dropped by more than 
5% and EU economies spiraled into a debt crisis [Wang, 
2017: 7]. 

Central banks in several economies respond by declining 
interest rates sharply till it hits to zero boundary and they 
believe to be the lowest boundary, however these economies 
remained stagnant and were looking for stimulus 
[Dougherty, 2009]. Therefore in 2009, for the first time  one 
of the central Banks in EU countries goes to NIR territory, 
when the Swedish Riks bank announced a -0.25% deposit 
rate. Where it keeps the rate of deposit 50 basis point below 
its rate of repo, in order to regulate the liquidity in the 
market, therefore as repo rate was lowered to 25 basis points 
the negative rate was consequently simple logic [Ward, 
Oakley, 2009]. 

When Fisher estimates the relationship between real and 
nominal interest rates under inflation, he defines the interest 
rate as a price paid for the supply of savings and it is 
determined by the intersection of demand and supply of 
capital. He argues that real interest rate falls as inflation 
rises, unless nominal interest rate goes up at the same rate as 
inflation. Therefore, monetary policy must focus mainly to 
manage the excepted inflation for maintaining interest rate 
at stable level which stimulate saving and investment 
[Fisher, 1933].

1  Such as: for year 2018 the current interest rate in Australia (1.5%), South 

Korea (1.75%), Denmark (0.05%), Japan (-0.1%), Sweden (-0.25%), 

Switzerland (-0.75%), and Israel (0.25%).  [World Bank database, 2018]

Keynes defines the interest rate as purely “a monetary 
phenomenons.” caused by money's superior liquidity 
premium and it is determined by the demand for and supply 
of money. He clarifies that there is a floor interest rate below 
which the interest rate cannot fall. This minimum interest 
rate indicates absolute liquidity preference of the people. 
This is what Keynes calls   “Liquidity trap” [Keynes, 1936: 
356].

Hicks who develops Keynes' general theory, states that 
“interest rates have a “natural” zero lower bound, implying 
that they could never by negative,” and if we neglect the costs 
of holding money, it will always be profitable to hold money 
rather than to lend it. If the interest rate is not greater than 
zero; the interest rate should always be positive [Hicks, 
1937:150]. Later on, the economist Milton Friedman 
formalizes a variant of Hicks assumption in what is called 
the Friedman rule. He postulates that the optimal level of 
nominal interest rates is zero, which means that there is 
neither a tax nor a subsidy on cash. [Friedman, 1969].

The concept of Negative Interest Rates (NIR) is credited to 
Silvio Gesell, who was the founder of NIR in the late of 19th 
century, when he proposed the concept of Stamp Scrip in his 
book 'The Natural Economic Order' which aims at creating a 
truly competitive market that would ensure the justice in 
distribution of income via money taxation. [Gesell, 1985: 
15].  Fisher promotes the NIR in his book on Stamp scrip, 
where he shows that applying taxing money concept through 
“Stamp Scrip” is a feasible tool in order to reduce the real 
interest rate on liquidity for reflating the economy in 
emergency periods such as the great depression [Fisher, 
1933], while Keynes does not believe in the concept of 
stamp scrip when he dedicates Gesell's theory in his book or 
“the general theory of employment, interest and money.” 
Form his point of view “Gesell's theory  is half theory of 
interest” because it fails to understand the uncertainty role to 
determine liquidity preference and hence the interest rate. 
Moreover “NIR is not feasible in the form in which he 
proposed it” [Keynes, 1936:357].

From the mid of 2014, the EU Central Banks applied a series 
of schemes to easing its monetary policy for fighting a 
falling inflation and supporting economic growth, in 
addition to discouraging  capital flows to reduce the pressure 
on exchange rate appreciation. These schemes include 
gradually lowering of the interest rate facility of deposit 
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taking it into negative territory. This policy key of interest 
rate that had stood at 0% since July 2012, was declined to -
0.1% in the mid of 2014, then to -0.2% in September 2014, 
and to -0.3%  in the end of 2015, and reaching a low 0f -0.4% 
in March 2016. [Pereo and Kashama, 2017: 43]

In 2016, the Bank of Japan (BOJ) adopted a negative interest 
rate policy using uncollateralized interest rate and massively 
increasing the supply of money by buying long-term 
Japanese government bond [Yosino, Hesary and Miyamoto, 
2018].  

The Reserve Bank of India (RBI) formulates and 
implements various instruments of monetary policies for 
keeping price stability and adequate supply of money within 
the economy. Repo rate is one of the main monetary policies 
tools that affects the liquidity of banking system, and 
influence the different macroeconomic variables such as 
economic growth, inflation, foreign direct investments, and 
foreign exchange rate. [Ahmad and Nasrin, 2017]. Recently, 
India's central bank lowered its benchmark interest rate to 
6% compared with 6.25% due to a drop in consumer prices 
and an overall slowdown in economic growth. The decision 
by the RBI to cut the repo rate by 25 basis points especially 
after inflation fell to 1.25% [RBI, 2018]

The current study aims at investigating the dynamics and 
behavior of macroeconomic variables for India over the 
period 1960-2015 with reference to prevailing low and 
negative interest rates in other economies.  The rest of the 
study is organized as follows, literature review in section 
one. Section two presents the data, methodology and 
variables. The empirical results are presented in section 
three and then the conclusion is drawn.

1.  Literature Review: 

Many economists argue about general monetary policies 
and interest rate, but few of them have written about NIR in 
particular along with low interest rates. This may be as this is 
not a widespread phenomenon. This current research 
focuses on these two economic variables and their impact of 
economic variables using advance econometrics.

For Indian, Palakkeel (2007) uses the wealth adjustment 
process as an analytical framework in order to explain the 
monetary policy transmission, to examine the relationship 
between handholds' portfolio allocation and interest rate 

through regression model. Suthar (2008) adopts OLS 
regression method on monthly time series data from April 
1996 to June 2007, to estimate the effect on RBI's bank rate 
policy and the interest yield differentials between India and 
USA securities. He concludes that RBI policies, the short-
term and long-term domestic interest differentials and the 
growth rate of foreign exchange reserves largely determine 
the rupee-dollar exchange rate. 

Kapur and Behera (2012), employ small macroeconomic 
model technique to examine the impact of interest rate 
policy on economic growth and inflation in India by using 
quarter data for the period (2010-2012). The regression 
estimates show that nominal interest rate policy has negative 
signficant effect on non-agriculture growth and non-food 
manufactures products inflation in the long-term, where 
increasing nominal interest by 100 bps reduces non-
agriculture growth by 50 bps, and non-food manufactures 
products inflation by 25 bps. When the real interest rate 
policy is applied rather than nominal interest rate, the effect 
on growth is sensitive to the way the computing of real 
interest rate. They conclude that interest rate schemes has 
significant effect on growth in India compared to that in 
major developed and emerging economies, while its  effect 
on inflation is modest and subject to lags. While Ahmad and 
Premaratne (2018) study the effect of negative and low 
interest rates between US, UK and Indian, and Sri Lankan 
economies and they find out that interest rates affect both the 
set of economies and that the effect has a lag of eight years. 

Lam (2011) adopts an event study approach to evaluate the 
effect of monetary easing measures used by Bank of Japan 
since late 2009 on financial markets. He find that the policy 
was effective on lowering yields on bond and improving 
prices of equity that support investors' risk appetite, but it 
was not effective on inflation expectations. He concludes 
that, the positive effect from purchasing asset should be 
weighed against potential risks of undermining the BOJ 
independence and private transactions crowding out in the 
fanatical markets.  Similarly, Yosino, Hesary and Miyamoto 
(2018) adopt quantitative approach and find that the zero 
interest rate policy has signifcant effect in terms of lowering 
and stabilizing interest rate but it has no significant influence 
on inflation rate for long run.  

Arteta et al. (2016) study the NIR policy sources and 
implications in both developing countries and emerging 
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markets in order to investigate the immediate and long-term 
impact of this monetary policy. They find that the NIR policy 
spillover implications are similar to those of other 
unconventional monetary policy measures. They conclude 
that NIR policy has its advantage but it should be handled 
carefully and wisely.  Rognlie (2016) finds that NIR is more 
feasible to stabilize aggregate demand   and come close to 
the optimal level of output. The gain from NIR depends 
inversely on the level and elasticity of currency demand. He 
concludes that the option to set NIR lower the optimal long 
run inflation target, and that canceling paper currency could 
be optimal if the demand for currency is more elastic, and 
finally NIR has some costs, the urge to avoid a loss from 
subsidizing cash, mitigates the effect.

Ball et al. (2016), aim to identify if central banks have 
effective instruments that stimulate the economy when 
nominal interest rates reach zero. The main conclusion of 
the study is that central banks can make nominal interest 
rates as negative as needed to spur recoveries from 
recessions.  On the other hand, even when nominal interest 
rates have fallen to below zero, there is more that central 
banks can do to stimulate economic growth and inflation. 
Furthermore, there are policy options available that could 
reduce the likelihood of hitting zero again in the future. 

Gylych (2016) examines the effect of interest rate on 
Nigerian's economy growth rate of over the period 1990 to 
2013. The study finds that interest rate has negative 
significant impact on economic growth, and therefore the 
lower interest rate will increase investment and rapid 
economic growth; therefore, the policy makers in Nigeria 
should complete   interest rate reforms that would enhance 
the lower interest rate role to mobilize funds for investment 
purpose. Heider et al. (2016) find that when the interest rate 
is positive, the rates of deposits are  closely linked to policy 
rates, while, if the interest rates become negative, banks, 
which depend on deposit funding, are fearing to  reduce 
rates fearing which will lead to losing funding base. In cases 

of sticky deposit, interest rates reduce lending margins, and 
banks tend to move its activities to fee-based services.  

Molyneux et al. (2017), employ a bank level dataset for more 
than sixteen thousands bank working in thirty-three OECD 
countries during the period 2012 to 2016. They aim at 
comparing among the NIR adopted countries and that did 
not apply the policy in terms of changing in bank lending. 
The study concludes that bank lending was weaker in NIR 
adopted countries than other countries. Similarly, Lopez et 
al. (2018) use cross- country panel of over five thousands 
banks in twenty-seven European countries in addition to 
Japan for the period (2010-2016), they compare the NIR 
with low positive rates, and they find heterogeneous effects 
of NIR in case of applying floating exchange rate, small 
banks, and banks with low deposit ratios. Moreover, there is 
only little difference between high and low deposit- ratio 
banks; changes in interest expenses, high deposit banks is do 
not seem disproportionately vulnerable to negative rates.

2.  Data, Methodology and Variables:

The study is based on time series data covering the period 
from 1960 through 2016. Primarily sources of data are 
statistic bulletin, annual reports and economic indicators 
reports issued by the Reserve Bank of India, while the 
missing observations are gathered from the database of the 
World Bank. The study adopts the analytical and 
econometric approaches in order to understand the 
dynamics and behavior of macroeconomic variables for 
India over the period 1960-2015 with reference to prevailing 
low and negative interest rates in other economies.  The 
study uses Gretl software for econometrics-based analysis in 
addition to SPSS 16.0 software for other analysis. Table (1) 
shows the variables of the current study, while chart (1) 
compares the historical interest rates for India, UK and 
USA,  and chart (2) presents the economic parameter for 
India during the study period.
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Table (1) research variables   
 

Gretl code
 

Variable
 

Unit
 

Description   

UKIR
 

Interest rates for United Kingdom
 

%
 

Interest rates that determined  by the 
Bank of England (BOE)

 

USIR
 

Interest rates for United States of America
 

%
 

Interest rates that determined  by the 
Federal Reserve Bank (Fed)

 

InflationIndia

 

Inflation rate for India

 

%

 

The annual  rate of increase in   GDP 
deflator (2010=100)

 

GDPINDI

 

GDP growth rate for India

 

%

 

The annual  percentage growth rate  in  
Real GDP (2010=100

 
U.S $) 

 

ERINDIA

 

Foreign Exchange Rate for India

 

Amount

 

the exchange rate of rupee against 
basket of currencies  which determined 
by national authorities 

 
IRINDIA

 

Real Interest Rates for India 

 

%

 

The lending interest rate adjusted for 
inflation

 

FDIINDI

 

Foreign Direct Investment for India

 

Amount

 

The sum of
 

foreign 
 

equity capital, 
reinvestment of earning and other 
capital 

 

 Chart (1) the historical interest rates for India, UK and USA
    

 Source: World Bank Database
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Chart (2)  Graphical representation of  economic parameter for India

Source:  Reserve Bank of India's Annual Reports and World Bank Database 

3. Empirical Results And Discussion

Descriptive analysis 

A descriptive analysis of the data conducted and presented 
in table (2) that shows the volatility and distribution of 
analyzed parameters. GDP growth rate and real interest rate 
are negatively skewed, while all distributions are leptokurtic 

which indicate non-normality of the five variables. The 
coefficient of variation was found to be highest for FDI 
indicating that is a most volatile amongst all variables and 
lowest was found to be for real interest rates in India.Table 
(2) Statistical properties of variables under study for the 
period (1950-2015)

Variables 
 

Inflation.India
 

GDP.INDIA
 

ER.INDIA
 

IR.INDIA
 

FDI.INDIA
 

Mean
 

7.65
 

5.29
 

24.20
 

6.17
 

8.90E+09
 

Median
 

7.53
 

5.71
 

13.44
 

6.41
 

2.14E+09
 

Minimum
 

-7.63
 

-5.24
 

4.76
 

-1.06
 

-3.61E+07
 

Maximum
 

28.60
 

10.26
 

64.15
 

10.77
 

4.42E+10
 

Standard 
Deviation

 

5.07
 

3.09
 

18.76
 

2.52
 

1.39E+10
 

Coefficient    
of Variation

 

0.66
 

0.59
 

0.78
 

0.41
 

1.56
 

Skewness
 

0.85
 

-1.06
 

0.52
 

-0.91
 

1.41
 

Kurtosis
 

4.57
 

1.46
 

-1.26
 

1.17
 

0.44
 

Table (2) Statistical properties of variables under study for the period (1950-2015)

Source : Authors' Calculations
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Table (3), shows the correlation matrix of the variables 

under study. The correlation is high and positive between 

interest rate of US and UK.  FDI and GDP were negatively 

correlated to both UK and US interest rates while inflation 

and interest rates for India were positively correlated with 

Table (3) Correlation coefficients for all variables

Table (3) Correlation coefficients for all variables  

  UK.IR  US.IR  

Inflation  

India  GDP India  ER India  IR India  FDI India 

UK.IR  1  .762**  0.2  -0.18  -0.02  .453**  -0.288 

US.IR  .762**  1  0.301  -0.18  -.336*  0.267  -.443** 

Inflation.India  0.2  0.301  1  -0.01  -0.02  -.409*  0.099 

GDP.India  -0.182  -0.183  -0.009  1  .435**  0.198  0.27 

ER.India  -0.018  -.336*  -0.02  .435**  1  -0.115  .715** 

IR.India  .453**  0.267  -.409*  0.198  -0.1  1  -0.271 

FDI.India  -0.288  -.443**  0.099  0.27  .715**  -0.271  1 

*Signficant at 5%  & ** Signficant at 1%  (2-tailed)  

UK and US rates. Indian interest rates were significantly 

correlated with UK interest rates. Exchange rates were found 

to be positive correlated with GDP (moderate) and FDI 

(high) in Indian economy. Table (3) Correlation coefficients 

for all variables

Co-Integration and Regression Analysis: 

Initially Indian interest rates were regressed over US and UK 
interest rates and it was found that together US and UK 
interest rates were able to explain 21% (R-squared) of 
variance in Indian interest rates. This effect was 10% with 
'only' US rates and increased to 20% when UK rates were 
added to the regression. No such causality was found when 
Indian GDP was regressed with US and UK interest rates 
which had a low R-squared value (3.6%) and negative, 
insignificant regression coefficients. Considering Indian 
foreign exchange rate, 21% variance was explained by US 
and UK rates, combined, and US regression coefficient was 
negative, which also had a negative correlation coefficient. 
Considering the effect of US and UK interest rates on Indian 
FDI, 19% R-squared and negative beta coefficient for US 
rates was found which was higher 21% when regressed 
'only' with US rates. This highlights the connectedness of 
US economy with Indian economy. 

Subsequently, the five variables used in the research were 
regressed over one another by running bivariate regression 
using OLS regression method. The results are given in table 
(4). In order to identify the existence of autocorrelation in 
the model, the study uses the Durbin-Watson (D-W) test that 
has a value between 0 and 4. A D-W value of 2 indicates that 
the regression model has no autocorrelation problem. Co-
integration is found by looking at the time series graphs of 
the residuals of respective regressions. Here, level means the 
differentiation level that done to find the level of 
cointegration. So for the five variables, there were ten 
regression equations formed. Apart from analyzing and 
reporting co-integrations measures, table (4) also indicates 

2the measures for OLS regression. The low R  values is a 
concern area in these bivariate regressions as the maximum 
was reported at 51% between Indian exchange rate and FDI 
flows for which correlation was also highest at 0.715. This 
indicates that these variables should not be studied in 
isolation. 
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Table (4) Results of  Co- integration and regression  analysis  

Dependent 
variable 

Independent 
variable 

Co-integration  
and level 

R-squared at 
level 0  

DW-statistic at 
level 0 

Regression 
coefficient at level 0 

Inflation.India GDP.India  Yes, Level 0  0 1.4 -0.01 

Inflation.India ER.India Yes, Level 1  0.39 0.73 -0.14 

Inflation.India IR.India Yes, Level 1  0.16 1.2 -0.51 

Inflation.India FDI.India Yes, Level 1  0.10 1.4 2.78962e-011 

      

GDP.India  ER.India Yes, Level 0  0.20 2.2 0.07 

GDP.India  IR.India Yes,  Level 1 0.40 1.6 0.21 

GDP.India  FDI.India Yes, Level 1  0.70 2.1 5.44918e-011 
      

ER.India IR.India Yes, Level 2  0.10 0.4 -0.8 

ER.India FDI.India Yes, Level 2  0.51 0.18 9.23336e-010 

IR.India FDI.India Yes, Level 1  0.70 1.7 −4.80970e-011 

Vector Auto Regression (VAR) analysis: 

To understand the lag effect of the five macroeconomic 
variables in Indian context, and the interdependencies 
among these variables, the study adopts VAR based analysis 
as proposed by Sims (1980), which is a multi-equation 
system where all the variables and their respective lags are 
treated as dependent variables. We analyzed VAR system at 
different lags and the best VAR system was selected based 
on Akaike Information Criterion (AIC) [Akaike, 1981]. 
Because of insufficient degree of freedom, VAR system 
can't be generated for more than six lag of variables. For 
respec t ive  VAR sys tems,  D-W s ta t i s t ic  and  
heteroscedasticity (ARCH) is analyzed based on the p-value 
accepting the null hypothesis of (H : No ARCH effect). The 0

five variables in the VAR systems were considered as 
endogenous variables as each of them is expected to 
influence the other in the system. In each VAR equation, one 
of the five variables (GDP, FDI, Exchange rate, Inflation, 
Interest rate) was treated as dependent variable and the 
remaining variables as independent variables , at respective 
lags.  The VAR system with lag 5 was the best fitted 
regression based on lowest AIC value criteria, Table (5). 
Also, all the five regression equations, at lag 5, had 

maximum R-squared values in comparison with other lags. 
D-W statistic was also good for all the five regression 
equations at lag 5 indicating a low effect of multicollinearity. 
The R-squared values indicate the explanative power of a 
regression model while adjusted R-squared values indicated 
that whether the explanative power can be generalized for 
the population. The less the gap between two values, the 
better it is for the model. The Standard Error of Regression 
(SER) is also an indicator about the fitness of a regression 
model. Since it is a measure of error, so the minimum is the 
better. The regression at lag 5 was found to be good in terms 
of Standard Error of regression (SER) values which were 
found to be on the lower side in comparison to other lags. 

Out of the five variables, 'Interest rates' as dependent 
variable, was found to be lowest in terms of p-value and 
indicated presence of ARCH effect also. This is the variable 
which was found having low R-squared values and high gap 
between R-squared and adjusted R-squared at all the lags. 
Thus, lag five was found to be ideal lag (using Akaike 
Information Criteria) to study the macroeconomic variables 
in India and all the five variables were found to predict other 
variables at a lag 5 but this relationship was found to be 
weakest for interest rates at this lag.

SCMS Journal of Indian Management,  July - September - 2019



46

A Quarterly Journal    

Table (5) Summary of VAR system  

Lag and 
AIC values 

Dependent 
variable 

R-
squared 

(%) 

Adjusted R-
squared (%) 

DW-
statistic  

P-value  Standard Error 
of Regression  

ARCH effect 
present  

Lag 5, AIC 
value 60.33 

Inflation 90 55 1.52  0.09  2.02  No  

GDP 92 64 2  0.05  1.26  No  

Exchange rate 99.7 98.6 2.5  Almost 
zero  

1.84  No  

Interest rate 87 41 2.1  0.19  1.68  Yes at 10% level 
of significance.  

FDI 98 93 2.1  Almost 
zero  

3.89e+09  No  

        

 Conclusions:

The current study aims at understanding the dynamics 
amongst macroeconomic variables in Indian economy and 
the impact of interest rates of connected economies like US 
and UK on these economic variables. The study results show 
that FDI was the most volatile economic variable for India 
while interest rates were found to be least volatile. Indian 
interest rates were found to be moderately positively 
correlated with UK and US interest rates implying that 
ULIRPs or NIRPs are likely to affect Indian economy and it 
has to take precautionary measures accordingly. 
Furthermore, the US and UK interest rates were found to be 
highly positive correlated with each other indicating an 
enhanced combined effect (20% R-squared) on Indian 
interest rates.  One significant finding (21% R-squared and 
negative beta) was the negative connectedness between US 
rates and FDI in India. The policy makers in India need to 
keep a watch on US and UK interest rates for better economy 
management. 

Analyzing Indian macroeconomic variables, the VAR 
systems (with lagged variables) were found to explain the 
variables better than regressions on absolute data (level zero) 
indicating the importance of lag effect. This lag was found to 
be five years. About 87% variance in Indian interest rate was 
explained by four Indian macroeconomic variables (GDP, 
exchange rate, inflation, and FDI) at a lag of 5. Exchange 

rates were found to be positive correlated with GDP 
(moderate) and FDI (high) in Indian economy validating the 
economic rationale and the connectedness between 
international transactions with local transactions. The 
research and findings suggest a VAR based analysis (using 
lag effects) for macroeconomic issues to policy makers. 
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The  study evaluates job security perceptions in three prominent employment sectors in Dubai: 

construction, banking and retail industries. The study has compared the job security perceptions between 

the sectors, between the managerial and non-managerial employees and between the Emirati nationals 

and expatriates. The research has found that neither perception about the overall employment scenario in 

the organization significantly differs among the employees of different industries nor the magnitude of job 

security perceptions significantly differs according to the specific industry engagement levels. Even the 

level of job security perception is not found to be significantly different according to the employee 

positions. The study further reveals that the factors like employment scenario, scope of growth and 

learning, employers' compliance with rules and organizational practice play significant role in influencing 

job security perceptions of the employees in Dubai.
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he perception of job security has evolved over the 
years. From the concept of stability of employment T(Herzberg, 1968; Mowday et al., 1979), it has been 

interpreted as organizational commitment, loyalty and trust 
of the workers in the situation of emerging difficulties 
affecting the current roles (Armstrong and Stassen, 1994; 
Brockner and Grover, 1998), and security of finding an 
alternative job in case of current job loss, security against 
arbitrary employment procedures, safety at work and 
working conditions, opportunities to gain and retain skills, 
scope of having a voice in the process of decision making, 
security of sufficient stable income from the job (Kets de 
Varies and Balazs, 1997). Sanding (1997) has also classified 
the perceptions of job security into labour market security, 
employment security, work security, skill reproduction 
security, income security and representation security. 
According to him, labour market security denotes adequate 
employment opportunities through high levels of 
employment ensured by macroeconomic policies; whereas 
employment security has been explained as protection 
against arbitrary dismissal, regulation on hiring and firing, 
employment stability etc. Protection against accidents and 
illness at work through safety and health regulations etc. 
have been identified as work security, Sanding has also 
explained skill reproduction security and income security as 
widespread opportunities to gain and retain skills through 
innovative means as well as employment training and 
provision of adequate incomes respectively. Finally, 
representation security has been highlighted in the same 
research, where protection of collective voice in the labour 
market through the independent trade unions and employers' 
organizations and social dialogue institutions. 

Construction, banking and retail industries were three key 
sectors; those were severely affected by economic recession 
during the period of 2000-2012. According to David and 
Richard (2013), total number of approximately 6000 
workers and employees from construction industry lost their 
jobs. However, Khalid et al.  (2013), Ramalingam and 
Murali (2014) have given more liberal figures on the number 
of employment loss in the construction industry in UAE 
during 2007-2012. According to Khalid et al.  (2013), 
approximately 9000 employees, including blue and white 
collar workers have lost their jobs, whereas approximately 
8000 job losses in the construction industry has been 
reported by Ramalingam and Murali (2014). In the service 

  

sector, the worst hit .industries was banking. According to 
Richard et al. (2012), approximately 2000 jobs were 
terminated from these sectors. Retail industry was also badly 
affected as approximately 2000 employees lost their jobs 
during the same time (Ktrick, 2015). However, both the 
construction, banking and retail industries have witnessed a 
upswing since 2014. As on 2017, with a total of 4,000 active 
projects worth an estimated $313.6 billion (Dh1.15 trillion) 
underway, Dubai's projects industry trends look set to 
remain upbeat (Khaleej Times, 2017). Positive trend has also 
been forecasted throughout 2017-2020 period in banking 
and financial sectors in UAE. It has been estimated that 
banking sector will witness a growth of approximately 4.6%. 
Retail industry has also witnessed a phenomenal growth 
since 2015 and as per the projection the industry will witness 
approx. 12 percent growth throughout 2016-2020 
(Economic Review, 2015). 

Employment scenario in selected industries in Dubai

With the 2020 FIFA World Cup in Qatar and 2020 World 
exposition in Dubai, the real estate sector is witnessing an 
ascent in ongoing growth and development. According to a 
report on economic impact of World Expo 2020 (Oxford 
Economics, 2014). Dubai is expected to have 277,000 jobs, 
with 77,149 being created between 2013-2021. As per the 
present scenario, approximately 13% of the total workforce 
of Dubai is employed in this sector, which is approximately 
19% of total workforce of UAE. In banking industry, the 
growth of employment in the year 2017-18 has been 
predicted 8%. In retail industry also, projected growth has 
been identified as approximately 6% per year till 2018. 

Review of Literature

In the present study, job security has been discussed under 
individual experience of job security and measurement of 
job security. The explanation on individual experience of job 
security has evolved over the years from a very simplistic 
approach towards the understanding of extent of stability of 
employment at the workplace (Herzberg, 1968; Mowday et 
al., 1979) to a different dimension of organizational 
commitment, loyalty and trust of the workers in the situation 
of emerging difficulties affecting the current roles 
(Armstrong and Stassen, 1994; Brockner and Grover, 1998). 
Another dimension of more comprehensive research on job 
security (Kets de Varies and Balazs, 1997) has however 
focused on more diverse forms of socio-economic security 

SCMS Journal of Indian Management,  July - September - 2019



51

A Quarterly Journal    

(security in the possession of a specific post or career path), 
labour market security (security of finding an alternative job 
in case of current job loss), employment security (security 
against arbitrary employment procedures), work security 
(safety at work and working conditions), skill reproduction 
security (opportunities to gain and retain skills), 
representation security (scope of having a voice in the 
process of decision making) and finally the income security 
(security of sufficient stable income from the job). In 1999, 
ILO further added occupational security, which indicates 
the ability to follow a specific chosen profession, to these 
dimensions. 

Measurement of job security has been another major area of 
contemporary research. The subjective and objective 
techniques of job security have been the earliest 
measurement approaches. In the research domain however, 
the subjective experience on the level of job-security has 
been given more prominence than the objective 
measurements. Burke (1991); Armstrong and Stassen 
(1994) and Barling and Kelloway (1996) have used single-
item based measurement criteria (direct queries) to measure 
the level of job security of the employees. Scholars like 
DeWitte (1999) and Mohr (2000) have focused on 
probability than negativity in preparing their queries. That 
means the job-security can be subjectively measured based 
on individualistic experiences, which may arise in between 
the objective situation and subjective characteristics. They 
have used quantitative oriented scales in measuring the job-
security in the respective engagements. Instead of universal 
standard, multi-dimensional patterns of queries have been 
included covering a wide spectrum of issues to measure 
individual's perception of job-security. Borg and Elizur 
(1992) have classified the measurement of job-security into 
cognitive job-security and affective job security. According 
to them cognitive job security measurements focus on 
likelihood of the loss of the job itself and is measured by the 
queries like likelihood of termination, likelihood of early 
retirement, likelihood of demotion, chances of impaired 
working condition and apprehension of long-term job-
insecurity. Whereas, the affective measurement criteria of 
job-security focuses on the impact or effect of  job-loss on 
individual in terms of abolition of different characteristics 
like financial benefits, promotional opportunities, career 
improvement chances etc. Hellgren et al. (1999) made a 
distinction between quantitative job insecurity (means 
worries about losing the job itself) and qualitative job 

insecurity (means worries about losing important job 
features). Probst and Tahira (2003) have developed and 
validated two scales measuring job security: the Job 
Security Index (JSI) and Job Security Satisfaction (JSS) 
scale. JSI has been designed to assess an individual's 
cognitive appraisal of the future of his or her job with respect 
to the perceived level of stability and continuance of that job 
and has been developed on the basis of selected phrases of 
previous research on the discipline. The second measure, the 
Job Security Satisfaction (JSS) scale, has been designed to 
assess satisfaction with job security. The JSS consists of a 
series of adjectives or short phrases describing the various 
evaluative responses one might have to a perceived level of 
job security. Patrice and Gelinas (2006) have measured the 
job-security from the approach of quantifying the monetary 
value of job-security. Clark and Postel (2009) in their 
research have constructed indicators of the perception of 
job-security, security based on the effectiveness of 
employment. After going through the available literatures on 
construction, banking and retail industries in Dubai in 
particular and UAE in general, no exploratory study to 
investigate the nature of  job security issues has been found 
by the researcher. Hence, it can be considered as the serious 
research gap relating to the present study.

Research Objectives
From the above research gap, the current research sets the 
following objectives:

i) To analyse the overall perception of employment 
scenario in the selected industries in Dubai,

ii) To measure the magnitude of difference in job 
security perception across the categories of 
employees,

iii) To identify the magnitude of difference in the 
perception of job security in the selected industries in 
Dubai,

iv) To identify the relative importance of factors 
contributing to the job security perceptions of the 
employees,

v) To recommend necessary initiatives to address the 
plights of the employees,

Research Methodology

Present study has adopted 'quantitative research approach' 
and 'descriptive research design' as there are many 
respondents and information from each respondent has been 
obtained only once. In the process of present research, five 
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major aspects of the investigation have been identified, 
which encompass defining the sampling design, data 
collection, data analysis and interpretation of results. The 
population of the Present study has been defined as the entire 
workforce comprising both managerial and non managerial 
employees of the three key industries of Dubai. The sample 
was drawn from the total number of 280 employees 
employed in construction, banking and retail industries of 
Dubai.  Convenience sampling technique has been adopted 
to choose the sample from respective organizations. 
Personal acquaintances have helped the researcher to collect 
data from the respondents. Structured questionnaire has 
been used to collect the feedback, where, the scaling has 
been designed in reference to studies by Standing (1997), 
Kets de Varies and Balazs (1997),  Probst and Tahira (2003). 
Collected data have been further analysed through standard 
statistical tools. To test the hypotheses, ANOVA method 
followed by Post Hoc analysis is performed as per the 
requirement of the study. Traditionally, ANOVA is one of the 
very powerful tools used in the social sciences to study the 
opinion differences among the respondents in a multi-group 
situation and to test the null hypothesis of equality of means, 
though it is criticised by several social scientists (Schmidt, 
1996). Several researchers have used ANOVA and 
subsequently Post Hoc analysis to determine specific 
difference in opinion among the respondents for multiple 
comparisons (Patel, Naik, and Patel, 2015; Weinberg and 
Abramowitz, 2002). Exploratory Factor Analysis technique 
followed by CFA is used to economize the variables into 
convenient number of factors, which shows the relationship 
among the variables (Reio and Shuck, 2014). These factors 
are used to have an in depth overview of the scenario related 
to the job security and employment conditions in Dubai. 
Structural Equation Modelling provides an insight about the 
relationship between the factors and finally tests the effect of 
those factors towards creating a perception about the job 
security scenario among the respondents. SPSS 21 and 
AMOS 21 have been used as statistical tools to analyze and 
interpret the data.

Hypotheses Formulation

Different hypotheses have been framed at different stages of 
the present research. Accordingly the following hypotheses 
have been prepared for the furtherance of the study. It has 
been found as per the available literature and report, job 
termination has been different in different industries in UAE 

in the past. It is therefore understood that impact of past 
developments in the respective organizations may influence 
employee perceptions to job security in the selected 
industries in UAE.  Borg and Elizur (1992), in their study 
have also related the cognitive job security measurements 
focus on likelihood of the loss of the job to direct or indirect 
experience in the same organization or industry and the 
magnitude of the same can differ in different industries or 
organizations. It has also been found that job abolitions in 
the selected three industries of Dubai have experienced job-
cuts at different levels in the past and therefore, the 
magnitude of difference in employee perception to job 
security in these industries can be assumed as different. 
Moreover, according to one of the key research objectives, 
following hypothesis can be formulated for further testing. 
Martin and Donald (1981), Kelman and Drugg (2000) in 
their studies have observed that job security perceptions 
significantly differ between the managerial/executive 
employees and operational staffs. 

Therefore from the above discussions, following hypothes 
can be formulated:

H1: Perception about the overall employment scenario in the 
organization significantly differs among the employees of 
different industries of Dubai.

H2: Magnitude of job security perceptions significantly 
differs according to the specific industry engagement.

H3: Level of job security perceptions is significantly 
different according to the employee positions.

Designing of Questionnaire

The present study has adopted the technique of data 
collection through especially developed close ended 
structured questionnaire administered through face-to-face 
interaction with the employees of selected organizations. 
The research survey questionnaire has been prepared by 
combining the nominal scale and the itemized rating scale, 
especially through the five point Likert scale. Nominal scale 
has been used to collect the respondents' information, 
whereas the Likert scale has been used to get the responses 
on different attitudinal and behaviourial dimensions. The 
rationale of adopting Likert scale in measuring the 
attitudinal and the behaviourial dimensions lies in the nature 
of queries made in the questionnaire. The respondents have 
been asked to respond to each of the questions in terms of 
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five degrees of assessment. For example, the responses to the 
questions on job security have been measured through 5 
point Likert scale. However, parameters on the scale have 
been carefully chosen according to the types of questions 
asked. For example, once the issue of  level of adequacy 
employment opportunities, 5 point likert scale has been 
designed and used by adding the scales like 1=extremely 
inadequate, 2=moderately inadequate, 3= no idea, 4= 
adequate and 5=Extremely adequate. On the question of 
possibility to get an alternative/better employment in future, 
measurement scale has been designed by incorporating 
Highly impossible, Impossible, No idea, Possible and Highly 
possible. The third, fourth, and fifth questions were asked on 
the present government policy in terms of creating large 
scale employment opportunities, the future employment 
scenario and the present employment scenario respectively,  
responses to those have been recorded on extremely 
negative, somehow negative,  no opinion,  somehow positive 
and extremely positive. Answers on frequency of arbitrary 
dismissal from job in the respondents' industry and in the 
respondents' organization have been sought through sixth 
and seventh questions and responses have been captured on 
the parameters like never, sometimes, no opinion, regularly 
and always.  Job security scenarios in the specific industry 
and the respondent's present organization have been 
questioned and responses have been captured through the 
scales of extremely poor, moderately poor, no opinion, high 
and extremely high. Likewise, answers of all the questions 
have been sought and recorded through proper measurement 
scales.  A total number of 24 questions were incorporated in 
the questionnaire. Items covered through question 1-3 of the 
questionnaire were taken from the research work by 
Amstrong and Stassen (1994), whereas items 4-7 have been 
adopted from the findings of Patrice and Gelinas (2006). 
Items covered in the questions/statements numbering 8-15 
have been adopted from 'Job Security Index (JSI) developed 
by Probst and Tahira (2003) and items from 15-24 have been 
taken from Sanding (1997). Approximately five months' 
time was spent to collect feedback from the respondents 
during December 2016 –April 2017.

Descriptive Statistics of the Respondents:

The present study has finally considered the responses of 
total number of 280 respondents from three key sectors-
construction, banking, and retail. It was found that maximum 
numbers of respondents are from construction industry 
(40%/112 responses), followed by retail (approx. 35%/ 98 
responses), and banking (25%/70 responses). From the 
respondents, approximately 21.42% from construction 
sector, i.e. 24 were employed in managerial/supervisory 
positions.  39 respondents from retail industries, which 
comprises of approx. 40% of the total samples covered from 
that industry were employed at the supervisor/managerial 
levels. Finally, approximately 58% of the respondents from 
the banking industry, which stands 41 in actual number of 
respondents, were working in executive/managerial 
positions in at the time of survey. Cross tabulation on 
respondents' origins shows that majority of supervisory/ 
executive respondents from construction industry were an 
expatriate, which is about 92%, i.e. 22 in actual numbers. In 
retail industry also 36    of 39 managerial respondents (92% 
approx.) were found to be expatriates. However, in banking 
industry, the share of local nationals, i.e., the Emirati 
nationals of the respondents from executive or managerial 
positions seems to be comparatively higher than other two 
industries. Approx. 46% respondents, i.e. total number of 19 
respondents from 41 managerial/executive participants in 
the present study have been found to be the nationals of 
UAE.  

Hypothesis testing: 

H1: Perception about the overall employment scenario in 
the organization significantly differs among the employees 
of different industries of Dubai

To establish the hypothesis the item selected under study is 
“Perception the overall employment scenario with your 
present organization.” “The responses are described 
through” the graphical representation of data are organised 
from the questionnaire administered as depicted here under 
(Refer figure 1).
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Figure: 1: Perception about the overall employment scenario

The data set is distributed almost equally in different 
industry in Dubai. To understand the nature of the data 
further, a One way ANOVA is conducted over the data set to 
understand if there is any difference between the 

Table 1: Perception about the overall employment scenario in the present organization

respondents across the industry or not. To understand the 
difference of opinion pair wise, a Post Hoc test is conducted 
further.  To understand the nature of distribution, basic 
descriptive statistics are calculated. 

Table 2: Perception about the overall employment scenario in the present organization

 

Industry of employment
 N Mean  Std. Deviation  

Construction 110 3.23  .945  

Retail 90 3.11  .854  

Banking 80 3.21  .852  
Total 280 3.19  .889  

Source: Primary Data
 

It is apparent from the table above that the responses from all 
three industries are almost showing equal mean but a 
slightly different standard deviation and the data set contains 

no missing values. However, this is not sufficient to infer that 
the perception of the population of respondents from all the 
industry is same. 

Sum of Squares df Mean Square F Sig. 

Between Groups(Combined) .748 2 .374 

.472 .624 Within Groups 219.595 277 .793 

Total  220.343 279  

Source: Primary Data 
 

A One – Way ANOVA is  performed on the responses to 
understand whether there is any difference of opinion 
among the respondents from various industries. The 
statistical significance is .624, which rules out the 
alternative hypothesis and accepts the null hypothesis that 
there is no perception difference among the respondents 

from various industries about the overall employment 
scenario in Dubai.

The table 3 examines the Levene's test of equality of error 
variance. This is done to test the null hypothesis that whether 
the error variance of the dependent variable is equal across 
groups or not.
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Table 3: Levene's Test of Equality of Error Variances a 

 

Dependent Variable: Perception about the overall employment scenario in the organization  

F df1 df2 Sig. 

1.967 2 277 .142 

 

Source: Primary Data

 

 

The p value > 0.05 (i.e. 0.142), interprets that the variances 
are equal among the industries. The outcome of the sample is 
very likely under the null hypothesis of homoscedasticity. 

So the assumption for ANOVA is satisfied. Now to test the 
difference in opinion patterns among the respondents 
ANOVA between the subject effects are calculated in Table 4.

 
Table 4: ANOVA Tests of Between -Subjects Effects 

 
Dependent Variable: Perception about the overall employment scenario in the organization 

 
Source Type III Sum of 

Squares 
df Mean Square F Sig. Partial Eta 

Squared 
Corrected Model .748a 2 .374 .472 .624 .003 
Intercept 2789.411 1 2789.411 3518.607 .000 .927 
Industry .748 2 .374 .472 .624 .003 
Error 219.595 277 .793    
Total 3062.000 280     
Corrected Total  220.343 279     
a. R Squared = .011 (Adjusted R Squared = .004) 
 

Source: Primary Data
 

 The p value is .624 > 0.05, which accepts the null hypothesis 
of equal population means. The changes in opinion in 
different industries are amounts only to 0.3% as indicated by 
the partial eta squared value. Though it is evident from the 
above discussions that there is no difference in mean 

responses among across the industry, the data is examined 
further to understand that whether there is any slight 
differences in opinion among the respondents industry to 
industry.

 
Table 5: Multiple Comparisons by  Tukey HSD 

 

Dependent Variable: Perception about the overall employment scenario in the organization 
(I) Industry of 
employment 

(J) Industry of 
employment 

Mean 
Difference (I-

J) 

Std. Error Sig. 95% Confidence Interval 
Lower Bound Upper Bound 

Construction 
Retail .12 .127 .629 -.18 .41 
Banking .01 .131 .993 -.29 .32 

Retail 
Construction -.12 .127 .629 -.41 .18 
Banking -.10 .137 .739 -.42 .22 

Banking 
Construction -.01 .131 .993 -.32 .29 
Retail .10 .137 .739 -.22 .42 

Based on observed means:  The error term is Mean Square (Error) = .277. 
 
Source: Primary Data  
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The p values for all the comparisons are showing greater 
value than 0.05, which means there is no statistically 
significant difference of opinion among the respondents 
from various industries. The confidence levels are also 
including “0” means that a zero difference in the means are 
quite likely. The test shows “Construction Industry” is 
showing a 0.12 points more positive trend than “Retail 
Industry” and 0.01 points more positive scenario than 
“Banking Industry”, though the differences are not 
statistically significant.

Hence it is concluded that perception about overall 
employment scenario in diverse organizations does not 
significantly differs among the employees of different 
industries of Dubai and therefore, the statement of 
hypothesis has not been accepted.

To get an insight about the opinions regarding job security 
across various industries and across the level of 
employment, two hypotheses are tested consecutively.

H2:  Magnitude of job security perceptions significantly 
differs according to the specific industry engagement

One –way ANOVA with Post Hoc analysis is performed to 
test the opinion pattern related to job security across 
different industry. The item selected for the purpose: 
Perception about Job security scenario in your industry. The 
responses are observed against their specific industry of 
employment.  

Table 6: Descriptive statistics for variables  
 

Job Security in Industry 

Industry of employment N Mean Std. Deviation 

Construction 110 3.21 .847 

Retail 90 3.23 .822 

Banking 80 3.14 .896 

Total  280 3.20 .851 
Source: Primary Data

 

Fig 2: The graphical representation in the figure below shows the nature of the data
Source: Primary Data
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The table above depicts almost equal mean and standard 
deviation. However, to understand whether there is any 
difference of opinion across the industry or not, a Levene's 

test is done to understand Tests the equality of error 
variances (Refer table 7).

 
Table 7: Levene's Test of Equal ity of Error Variances a 

 Job Security in Industry
 

F df1 df2 Sig. 

.300 2 277 .741 

Source: Primary Data

 

 

The p value = 0.714 > 0.05 Hence, the null hypotheses of 
equal variances is accepted. The assumption of 
homoscedasticity accepted and the variances are found  not 
to be different.

To have a deep insight into the scenario, the effects between 
the subjects are studied further (Table 8). 

Table 8: Tests of Between - Subjects Effects: Dependent Variable: Job Security in Industry 
 

Source Type III Sum of 
Squares 

df Mean Square F Sig. Partial Eta 
Squared 

Corrected Model .418a 2 .209 .287 .751 .002 

Intercept 2806.400 1 2806.400 3852.606 .000 .933 

Industry .418 2 .209 .287 .751 .002 

Error 201.778 277 .728  

Total 3063.000 280  

Corrected Total 202.196 279  

a. R Squared = .002  
 

Source: Primary Data  

 
As the p value is 0.751> 0.05, the null hypothesis of equal 
population mean is accepted. With the variation in the 
industry, the variances in the responses of the respondents, 

amount to be 0.2%, which is indicated by partial eta squared 
value. So to find out where the difference lies among the 
responses from various industry, Tukey's HSD Test are done. 

Table 9: Multiple Comparisons under Tukey HSD: 

 Job Security in Industry

(I) Industry of 
employment

 (J) Industry of 
employment

 Mean 
Difference (I-

J)
 

Std. Error
 
Sig.

 
95% Confidence Interval

Lower Bound
 

Upper Bound

Construction Retail  -.02  .121  .978  -.31  .26
Banking  .07  .125  .836  -.22  .37

Retail Construction  .02  .121  .978  -.26  .31
Banking  .10  .131  .745  -.21  .40

Banking Construction  -.07  .125  .836  -.37  .22
Retail  -.10  .131  .745  -.40  .21

Based on observed means: The error term is Mean Square (Error) = .728.  

Source: Primary Data
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It is found from the data as administered through 
questionnaire from three different industries, that there is no 
statistically significant difference (as the p value are greater 
thn 0.05 )  between the paired industries: “Construction 
Industry” and “Banking Industry”, and “Retail Industry” 
and “Banking Industry.” The mean value for “Construction 
Industry” is 0.07 points higher than the mean value of 
“Banking Industry” responses. Similarly, The mean value 
for “Retail Industry” is 0.10 points higher than the mean 
value of “Banking Industry” responses, which is evident 
from the histogram also. 

Consequently, to conclude, magnitude of job security 
perceptions does not significantly differs according to the 
specific industry engagement and therefore, the statement 
of hypothesis is not accepted.

H3: Level of job security perceptions is significantly 

different according to the employee positions

To understand the perception of the respondents further, the 

perceptions of the employees in different industry are 

observed. The diagrammatic view followed by a one-way 

ANOVA is conducted on the administered questionnaire: 

“Job security scenario in your present organization” across 

the level of employment. The nature of the data set is as 

shown in the figure (figure 2) below:

Figure 2: Job security in organization

 
Table 10: Descriptive Statistics  

 
Job security in the Organization

 
Level of employment  N  Mean  Std. Deviation

Executive/managerial  100  3.44  .499  
Non-executive/non-managerial  180  3.41  .650  
Total

 

280

 

3.42

 

.599

 
Source: Primary Data
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Table 10 depicts that the data set is distributed over two 
levels of employment: Executive/ Managerial and Non-
executive/ non-managerial. The data set though showing 
equal means but the standard deviations are showing slight 

Table 11:  ANOVA table for Perception of job security across the level of employ ment  
 

Job security in the Organization  
  

Sum of Squares  
 

df  
 

Mean Square  
 

F  
 

Sig.

Between Groups  .826  1  .826  1.203  .274
Within Groups  190.760  278  .686  
Total

 

191.586  279

Source: Primary Data
 

difference in their pattern of varying. The N value confirms 
no missing values. However, this is not sufficient to infer that 
the perceptions of the population of respondents from 
various employment levels are different.  

The p value = .274> 0.05, which accepts the null hypothesis 
of equal population means. So it is evident that there is no 

opinion difference among the respondents across the 
different levels of employment. 

Hence it is concluded that Perception level of job security is not 
significantly different according to the employee positions in 
different industries of Dubai and therefore, the statement of 
hypothesis is not accepted. 

Hence, the overall result of hypothesis testing can be 
presented in the following table (Table 12)

Number of 
hypothesis Statement of hypothesis

 
Statistical tools used

 
Results

 

H1 Perception about the overall employment 
scenario in the organization significantly 
differs among the employees of different 
industries of Dubai 

One way Anova, Anova tests 
of between-subjects, 
Levene’s test of error 
variances, Multiple 
comparison by Tukey HSD 

Hypothesis not accepted 

H2 Magnitude of job security perceptions 
significantly differs according to the 
specific industry engagement 

Levene’s test of error 
variances, Multiple 
comparison by Tukey HSD 

Hypothesis not accepted 

H3 Level of job security perceptions is 
significantly different according to the 
employee positions. 

Anova Hypothesis not accepted 

 

Table 12: Description of testing of hypothesis

Source: Research analysis

An exploratory factor analysis followed by a confirmatory 
factor analysis is conducted on the data to illustrate the pattern 
of the responses and the internal relationship among the items, 
as obtained from the study through administration of 
questionnaire. The study contains 23 items to study the 

perception of the respondents from three different industries: 
Construction, Retail and Banking. 5 point Likert type scale is 
used as research tool. A factor analysis is conducted over the 
items understudy and 23 items were economised to five factors. 
The internal consistency of the data is calculated from the value 
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of cronbach alpha which is 0.969, which  ensures the reliability 
of the items. The sample adequacy test is done through Kaiser-
Meyer-Olkin (KMO) Test, which turned up as 0.953 and 
according to the thumb rule, the higher the value of KMO, 
establishes that the data is adequate for factor analysis (Sharma 
& Jyoti, 2009 ) as it  indicates that the variables are sufficiently 
associating to measure a common factor. The Bartlett's Test of 

Sphericity value is obtained as 7226.506, significant at 0.01 
level. The result and is sufficient to proceed further. The total 
variance explained by the extracted factors through a varimax 
rotation is 84.285, which justifies the economization process of 
23 items to five factors. The rotated factor matrices is found to 
have adequate communality values for each items (Table: 12) 
with lowest value of communalities 0.768. 

Table 13: Table of Communalities  
 

Items
 
Extraction

 
Items

 
Extraction

 
Items

 
Extraction

 
Items

 
Extraction

 
A1

 
.819

 
A7

 
.845

 
A13

 
.821

 
A19

 
.894

 
A2

 
.814

 
A8

 
.768

 
A14

 
.814

 
A20

 
.845

 A3
 

.798
 

A9
 

.841
 

A15
 

.837
 

A21
 

.861
 A4

 
.825

 
A10

 
.865

 
A16

 
.887

 
A22

 
.880

 A5
 

.895
 

A11
 

.860
 

A17
 

.898
 

A23
 

.799
 A6

 
.812

 
A12

 
.850

 
A18

 
.858

   
 Extraction Method: Principal Component

 
Analysis

 
 Source: Primary Data

 

Table 14 describes the factors and the factor loadings for each item

Table 14: Description of the Factors
 

  Factor Variabl
e 

Items Mean SD Factor 
Loadings 

Employment 
Scenario 
 
 
(Cronbach 
alpha = 0.955) 

A1 Adequacy of employment opportunities 3.12 .870 .806 
A2 possibility to get an alternative/better employment in 

future 
3.09 .863 .766 

A3 Favourable Government policy  in creating large scale 
employment opportunities  

3.25 .876 .794 

A4 Future employment scenario of the country  3.32 .963 .735 
A6 Pattern of loss of employment in the specific industry 3.19 .871 .744 
A8 Job security scenario in the specific industry 3.20 .851 .678 

A23 Perception the overall employment scenario in specific 
industry  

3.19 .889 .742 

Scope of 
Growth and 
Learning  
 
 
 
(Cronbach 
alpha = 0.967) 

A5 Government approach to industry in creating opportunity 3.08 .876 .818 
A16 Scope of learning new skills in your present role 3.16 .959 .805 
A17 Scope of continuous learning and overall development 

in your present role 
3.08 .912 .829 

A18 Scope of  career progression with any learning 
opportunity within  organization 

3.14 .917 .792 

A19 Scope of  career progression with any learning 
opportunity outside 

3.12 .898 .795 

Job security  
(Cronbach 
alpha = 0.939) 

A9 Job security scenario in present organization 3.31 .829 .808 
A12 Stability in present employment   3.28 .893 .746 
A20 Income security  in present role 3.24 .870 .808 
A21 Family Dependency  on income  3.23 .886 .761 
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Employers’ 
Compliance 

with rules 
 

 (Cronbach 

alpha = 0.927) 

A7 Frequency of arbitrary dismissal in respective 
organization 

3.32 .893 .802 

A13 Protection policy by employer against occupational 
illness and accidents at the workplace 

3.30 .941 .721 

A14 Frequency of health and safety check-ups 3.26 .964 .737 

A15 Acceptance of compliant on the issues of employee 
health regulation 

3.34 .918 .769 

Organizational 

Practice  

 
(Cronbach 
alpha = 0.921) 

A10 Employer’s compliance   with separation regulations  3.13 1.014 .827 

A11 Practice of proper separation benefits given at your 
organization 

 

3.10 .991 .828 

A22 Scope of participation in management  decisions related 
to employment decisions 

3.11 .957 .834 

Source: Primary Data

 

The cronbach alpha value for each factor indicates the 
reliability of the data and the association of the items to the 
factor are specified by high factor loading values, which 
establish the hidden factors with observable variables. To 
establish the objectives of the study a Confirmatory factor 
analysis is conducted between then factors: Employment 
Scenario, Scope of Growth and Learning, Employers' 
Compliance with rules, Organizational Practice with 23 
variables, 56 distinct parameters and 276 sample moments. 
The degrees of freedom for the model is (276 – 56) =220.  
The CMIN Chi – square value is calculated as 563.568 with 
probability 0.000. The model is accepted if the NFI values 
are more than 0.90 (Bentler and Bonnet, 1980; Byrne, 1994) 

or  0.95 (Hu and Bentler, 1999;  Schumacker and Lomax, 
2004). The NFI value for the model stands out to be 0.924. 
CFI value is 0.952. There is opinion difference among the 
researchers related to the value of RMSEA to indicate the 
goodness of fit for the model, MacCallum, Browne, & 
Sugawara, 1996, indicated the value of RMSEA equals to 
0.01, 0.05 and 0.08 as excellent, good and moderate fit of the 
model. RMSEA value for this model is calculated as 0.07, 
which shows the model is moderately fit and the covariance 
structure of the data set are also indicating that the data fits 
well with a significant relationship between the factors 
(Table 15). 

Table 15: Inter Item Covariance Values

  
Employment 
Scenario 

Scope of 
Growth and 
Learning  

Job 
security 

Employers’ 
Compliance 
with rules 

Organizational 
Practice 

Employment Scenario 
     

Scope of Growth and Learning  0.430**     

Job security 0.405** 0.409**    

Employers’ Compliance with 
rules 

0.440** 0.422** 0.357**   

Organizational Practice 0.391** 0.455** 0.370** 0.444**  

 

Source: Primary Data

                                                                           ** Covariance is significant at the 0.01 level (2 -tailed) 
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The scaled version of covariance is measure of correlation, which calculates the association between two variables. The 
table 16 shows the correlation among the factors:

Table 16: Inter Item Correlations 
  

 Employment 
Scenario 

Scope of 
Growth and 
Learning   

Job 
security  

Employers’ 
Compliance 
with rules  

Organizational 
Practice  

Employment Scenario      

Scope of Growth and 
Learning  

0.702**     

Job security 0.747** 0.703**    
Employers’ Compliance 
with rules 

0.758** 0.676** 0.572**    

Organizational Practice 0.516** 0.624** 0.645**  0.641**   

Source: Primary Data                                                                                                                        ** Correlation is significant at the 0.01 level (2-tailed)

The scaled version of covariance is measure of correlation, which calculates the association between two variables. The table 
16 shows the correlation among the factors:

 

 Employment 
Scenario 

Scope of 
Growth and 
Learning  

Job 
security  

Employers’ 
Compliance 
with rules  

Organizational 
Practice  

Employment Scenario      

Scope of Growth and 
Learning  

0.702**     

Job security 0.747** 0.703**    

Employers’ Compliance 
with rules 

0.758** 0.676** 0.572**    

Organizational Practice 0.516** 0.624** 0.645**  0.641**   

Table 16: Inter Item Correlations 

The correlation and covariance structure establishes a high 
association between the factors: employers' compliance 
with rules and employment scenario, whereas the 
perception of job security is found to be mostly influenced 
by the factor Employment Scenario in Dubai. Hence it is 
found the measurement model is confirmatory in nature, 
where the relationship between the observed variables and 
their latent variables are significant and inter related. 

The NFI, CFI and AGFI for the structural model are 
calculated as: 0.924, 0.952, 0.815 and RMSEA 0.07 which 
indicates the moderate fitness of the model. The extracted 
factors and the observed variables are showing strong and 
significant correlation. The inter item correlation for the 
structural model is shown in the table (table 17) below:

Source: Primary Data                                                                                                                      ** Correlation is significant at the 0.01 level (2-tailed)
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Table 17: Inter Item Correlations for structural model

 Employment 
Scenario 

Scope of 
Growth and 
Learning   

Employers’ 
Compliance 
with rules  

Organizational 
Practice  

Employment Scenario     

Scope of Growth and Learning  0.702**    

Employers’ Compliance with rules 0.758** 0.676**    

Organizational Practice 0.576** 0.624**  0.641**   

Source: Primary Data                                                                                                                           ** Correlation is significant at the 0.01 level (2-tailed)

 The standardised regression weights 

  Factor Variable  Items Factor 
Loadings

 
Employment 

Scenario 
 
 
 

A1 Adequacy of employment opportunities .869*** 

A2 possibility to get an alternative/better employment in future .887*** 
A3 Favourable Government policy  in creating large scale employment 

opportunities  
.836*** 

A4 Future employment scenario of the country  .899*** 
A6 Pattern of loss of employment in the specific industry .863*** 
A8 Job security scenario in the specific industry .871*** 

A23 Perception the overall employment scenario in specific industry  .841*** 

Scope of Growth 
and Learning  
 
 
 
 

A5 Government approach to industry in creating opportunity .927*** 
A16 Scope of learning new skills in your present role .918*** 
A17 Scope of continuous learning and overall development in your 

present role 
.934*** 

A18 Scope of  career progression with any learning opportunity within  
organization 

.902*** 

A19 Scope of  career progression with any learning opportunity outside .940*** 

Job security  
 

A9 Job security scenario in present organization .868*** 
A12 Stability in present employment   .911*** 
A20 Income security  in present role .880*** 
A21 Family Dependency on income  .904*** 

Employers’ 

Compliance with
rules 

 

  

A7 Frequency of arbitrary dismissal in respective organization .864*** 

A13 Protection policy by employer against occupational illness and 
accidents at the workplace 

.883*** 

A14 Frequency of health and safety check-ups .867*** 

A15 Acceptance of compliant on the issues of employee health 
regulation 

.876*** 

Organizational 

Practice  

 
 

A10 Employer’s compliance  with separation regulations  .890*** 

A11 Practice of proper separation benefits given at your organization  .878*** 

A22 Scope of participation in management  decisions related to 
employment decisions 

.910*** 

***. Regression weights are significant at the 0.01 level (2-tailed).Source: Primary Data

Table 18: Standardised Regression Weights for estimates
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The following table (table 19) shows the standardized regression estimations.

 Job Security 
Employment Scenario 

0.451*** 
Scope of Growth and Learning  

0.297*** 
Employers’ Compliance with rules 

0.036*** 
Organizational Practice 

0.104*** 

Source: Primary Data **. Regression weights are significant at the 0.01 level (2-tailed).

Based on the above analysis, regression weights for the 
estimates and constructs are found to be significant. It is 
evident from the responses obtained from the questionnaire 
administered that Job security perception is highly 
influenced by the employment scenario in Dubai. The latent 
construct “Employment Scenario” is found to be highly 
influenced (regression weight 0.451) by  the variables such 

Fig 4: The model showing the Influence of different factors on perception about Job security 

as:  Possibility to get an alternative/better employment in 
future, Future employment scenario of the country, etc. On 
the contrary, the scenario of employers' compliance with 
rules is showing a very meagre association with Job security 
perception among the respondents. The same can be 
depicted through figure 4, as shown here under.
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Findings: 

Based on the research, it is found neither perception about 
the overall employment scenario in the organization 
significantly differs among the employees of different 
industries nor the magnitude of job security perceptions 
significantly differs according to the specific industry 
engagement levels. Even the level of job security perception 
are not found to be significantly different according to the 
employee positions. The study further reveals that the 
factors like employment scenario, scope of growth and 
learning, employers' compliance with rules and 
organizational practice play significant role in influencing 
job security perceptions of the employees in Dubai.

Limitation of Study:

Though a comprehensive research has been attempted 
covering 280 samples from three major employment 
generating sectors in UAE, still the same cannot be claimed 
as the final authority in the discipline. It is indeed a 
pioneering work to evaluate the job security perception 
scenario in the financial hub of middle east, i.e. Dubai; 
though it can be further improved by increasing the sample 
size and by incorporating few more sectors. In the present 
research every possible attempt has been made to collect the 
independent unbiased opinion on different issues of job 
security perception. But, the same has been done through 
single source questionnaire and a minor chance of 
duplication of feedback cannot be completely ignored.

Conclusion:

The research has attempted to open a new aspect of the 
investigation in the areas of job-security perceptions, mainly 
in a location, which has witnessed extreme growth in 
employment scenario as well as large scale downscaling of 
manpower in several industries from time to time. Therefore, 
a research of the present type can be useful in future to frame 
and modify several important strategies and policies 
pertaining to progressive HR related practices by the 
concerned authorities and stakeholders. 
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Quality of work life (QWL) of an employee connotes relationship between the employee and various 

components comprising his work life. These components include pay, job security, physical environment 

at work, social support, work load, job autonomy, recognition etc. Work and non-work life of individuals 

cannot be studied in isolation from each other as both these spheres of life are interrelated. In this context, 

the present study aims to examine the relationship between socio-economic variables and QWL. The 

sample of the study constitutes 483 bus drivers working in State Road Transport Undertakings (SRTUs) in 

Punjab, India. Multiple regression technique has been applied to examine this relationship. Findings of the 

study suggest that income and type of job are most important variables which significantly influence 

QWL. Besides, qualification has also been found to be significantly related to QWL. 

Key Words: Bus Drivers, Income, Socio-economic, Transportation, Quality of Work Life
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Work has become an inseparable and indispensable part of 
human life today. It is the work which provides feeling of 
identity, self fulfillment and social belongingness to human 
beings.  The result of engaging into work is not confined to 
earning of livelihood only rather non monetary aspects 
related to work have gained prominence in contemporary 
world. “Work is not a simple instrument or a mean of 
subsistence anymore; it is now a multifactor process in 
which human being is placed as a driving centre” (Timossi et 
al., 2008) and “it is at the very core of contemporary life for 
most people, providing financial security, personal identity 
and an opportunity to make a meaningful contribution to 
community life” (NAMI, 1999). However, on the contrary it 
should also be borne in mind that distress and 
disappointment (Blustein, 2008; Howorth, 2010) may 
emerge as a result of work if the characteristics of work 
environment, work itself and the organization are not suited 
to one's life requirements. Work life is a complex 
phenomenon which emerges out of interactive relationship 
between an individual and the environment of organisation 
in which work activities are undertaken. It is worth noting 
here that on one hand individual who performs work gets 
enabled to fulfill his own material and non-material desires 
and on the other hand organization in which individual 
works gains reputation, profitability and wealth.

Genesis of the term 'Quality of work life' (QWL) 

The term quality of work life (QWL) was coined to mark 
development towards humane considerations in the 
organizations. Job design under scientific management 
comprising rigid structures, standardization, and sole focus 
on efficiency resulting into certain labour issues indicated 
the need for humanitarian approach in the organizations 
(Vetrivel, 2012). “The mechanist or quantitative approach 
provided by scientific management resulted in frustration to 
workers which paved way for human relations movement 
and later socio-technical systems which became bases for 
QWL” (Pujari, 1992). The term QWL was used by 
Bluestone in 1960's to describe the level of worker 
satisfaction in General Motors and United Auto Workers 
(Goode, 1989; Martel and Dupuis, 2006; Coculová and 
Svetozarovová, 2014). However, the term QWL gained 
significant attention of academicians and researchers after 
International Conference on QWL held from September 24-
29, 1972 at Arden House, Harriman, New York (Gani and 
Ahmad, 1995; Martel and Dupuis, 2006; Rose et al., 2006; 
Kheradmand et al., 2010).

Over the period of time different meanings have been 
assigned to the term QWL. From psychological point of 
view, Guest (1979) stated that “QWL is a generic phrase that 
covers a person's feelings about every dimension of work 
including economic rewards and benefits, security, working 
conditions, organizational and interpersonal relationships, 
and its intrinsic meaning in a person's life”. An employee 
joins an organization to satisfy his material as well as non 
material needs (self-respect, contentment, opportunity to 
use talent, make a contribution, and an environment for 
personal growth) and QWL is the extent to which these 
needs get satisfied (Dessler, 2007). QWL has also been 
defined as the interactive relationship between employees 
and the environment in which they work where such 
relationship contributes towards employee satisfaction and 
organizational effectiveness (Carayon et al., 2003; Ali and 
Zilli, 2013; Monkevicioius, 2014). 

Different viewpoints as to conceptualization of the term 
QWL exist due to the fact that it is an abstract term which can 
be assigned meaning in context to the psychological settings 
of an individual and as such overall QWL cannot be 
evaluated on scientific parameters like pure sciences. 
“Quality is an abstract term which can be defined only in 
context of the particular phenomena” (Sojka, 2014). When 
quality is considered in relation to work life of an individual 
it comprises various components of the working 
environment, physical and psychological in which an 
individual performs work related activities. “It also involves 
such efforts and strategies which are undertaken to reduce 
absenteeism, build the environment of mutual trust in the 
organisation, and ensure individual participation” (Katz et 
al., 1982). “It is a two way process wherein both the parties, 
organization as well as employees respect each other's 
interests and try to harmonise their interests to the best 
possible extent” (Randhawa & Arora, 2016). So, it can be 
viewed as a multi-faceted concept in organisational settings.

Review of related studies

Kanagalakshmi and Devei (2003) examined the perceptions 
of QWL and their relationship with demographic variables 
among 210 textile manufacturing workers in Tirunelveli. 
Results revealed that age, education and income level of 
employees was found to be significantly related to QWL 
whereas experience, size of family and wealth status did not 
show any relationship with QWL. Bolhari et al. (2011) 
found age, work experience, and income of employees has 

SCMS Journal of Indian Management,  July - September - 2019



 

69

A Quarterly Journal    A Quarterly Journal    A Quarterly Journal    A Quarterly Journal    A Quarterly Journal    A Quarterly Journal    A Quarterly Journal    A Quarterly Journal    

significant relationship with QWL. While assessing the 
relationship of QWL with demographic variables of nurses 
working in Jazan region of South Arabia Alkami, Fitzgerald 
and Clark (2012) found that there was significant difference 
in perceptions of QWL of nurses with respect to 
demographic variables of gender, age, marital status, 
dependent children, dependent adults, nationality, nursing 
tenure, organizational tenure, positional tenure and payment 
per month. However considering education level of nurses 
and location of primary health care centre no significant 
difference were found. As far as income level of employees 
is concerned, its relationship with QWL was further 
confirmed by a study conducted on employees in insurance 
industry in Tamil Nadu by Balachandar et al. (2013). Type of 
family and educational qualification were also found to be 
significantly correlated with QWL of employees. However 
no significant relationship could be found between 
demographic variables and QWL for employees working in 
a technical institution in a research study conducted by 
Nanjundeswaraswamy & Swamy (2013).

While assessing the impact of various components of QWL 
on demographic variables Shafi and Sritharan (2014) found 
that income level of employees significantly influenced their 
opinion about different components of QWL except for 
growth and development. Employees with higher level of 
income perceived better QWL as compared to others. Age, 
too, significantly influenced opinions of employees 
regarding various components of QWL as employees with 
higher age perceived better QWL. Elamparuthi and 
Jambulingam (2015) conducted a study among 290 
professionals working in IT sector in Chennai to examine the 
relationship between QWL and demographic variables. 
Findings of the study revealed that there was significant 
relationship among age, work experience, income and 
QWL, however, relationship between gender and QWL was 
not found to be significant. Similarly, Gupta (2015) reported 
that older employees with high experience and high salaries 
were more satisfied with their QWL. Work environment 
component of QWL was found to significantly correlated to 
age, marital status, and management and supervision 
component with education level (Parveen, Maimani and 
Kassim, 2016).

Studies also reported that age influences number of 
accidents (Useche et al., 2017; Useche et al., 2018) and job 
strain among professional drivers. On the other hand, 
driving hours per week influence decision making, 

psychological demands and job strain. Driver’s anger has 
found to be significantly and negatively correlated to 
experience and positively correlated to driving hours per 
week. Driving hours per week has shown to be negatively 
correlated to job stress (Montoro et al., 2018). Results of a 
study conducted by Abbasi et al. (2019) revealed that age, 
gender, marital status, experience and monthly income have 
significant association with work related quality of life. 

The Present Study

State road transport undertakings (SRTUs) have a special 
role in fulfilling certain responsibilities assigned to them by 
their respective state governments (Randhawa and Arora, 
2019) and this in turn enhances the duties and 
responsibilities of bus drivers working in these 
organisations. Bus driving presumed to be a highly 
demanding activity involving time pressures, risky work 
environment, low autonomy and ergonomic problems 
(Whitelegg, 1995; Grabarek, 2002; Payal and Deepa, 2011). 
Socio-economic variables do influence perceptions of an 
individual whether these perceptions belong to work or non 
work life. Social factors comprise age, driving experience, 
marital status, living conditions etc. influence driver's ability 
to drive the vehicle efficiently (Pogotovkina and Agoshkov, 
2013). The present study aims to find out relationship 
between socio-economic variables and QWL of bus drivers. 
To understand how these variables influence their QWL 
many research studies have been conducted to find out this 
relationship, however, negligible research has been 
conducted in case of bus drivers particularly in Punjab state 
of India.

Objective 

To examine the relationship between socio-economic 
variables and QWL of bus drivers in Punjab.  

Research methodology

The present study is mainly based on primary sources of 
data. The universe of study consists of bus drivers of SRTUs 
in Punjab comprising Punjab Roadways, PUNBUS and 
PEPSU Road Transport Undertaking. The sample has been 
selected using convenience sampling. Initially 650 
questionnaires were distributed to bus drivers out of which 
483 questionnaires were found to be duly filled by the 
respondents. A structured questionnaire was designed firstly 
in English language and then translated into Punjabi to 
facilitate understanding of the respondents. 
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Table 1: Socio-economic variables and their categories of the respondent bus drivers.

Results
Descriptive results

S. No. Socio-economic variables Categories Frequency Percentage 

1 Age (years) up to 30 

31-40 

41-50 

Above 50 

34 

233 

160 

56 

 7.04 

48.24 

33.13 

11.59 

2. Educational Qualification Below  Matric 

Matric 

10+2 

Graduate 

96 

230 

125 

32 

19.87 

47.62 

25.88 

6.63 

3. Experience (years) 0-9 

10-19 

20-29 

Above 29 

161 

236 

74 

12 

33.33 

48.86 

15.33 

2.48 

4. Marital status Married 

Unmarried 

459 

24 

95.03 

4.97 

5. Number of dependents 0-3 

4-6 

More than 6 

178 

276 

29 

36.85 

57.15 

6.00 

6. Nature of employment Permanent 

Contract/Temporary 

182 

301 

37.68 

62.32 

7. Type of family Joint 

Nuclear 

269 

214 

55.69 

44.31 

8. Weekly hours spent on the 
job 

up to 57 

58-67 

68-77 

Above 77 

53 

260 

115 

55 

10.97 

53.83 

23.81 

11.39 

 
Agewise profile of the bus drivers show that majority of bus 
drivers (48.24 percent) belong to the age group of 31-40 
years followed by 33.13 percent bus drivers belonging to age 
group of 41-50 years. Only 7.04 percent bus drivers belong 
to age group of up to 30 years whereas 11.59 percent bus 
drivers belong to the age group of above 50 years. 
Considering educational qualification of the bus drivers, it is 
revealed that majority of them (47.62 percent) are matric 
pass. However, 25.88 percent bus drivers are 10+2 and 19.87 

percent bus drivers are below matric. Only 6.63 percent bus 
drivers are graduates. The minimum qualification for the job 
of a bus driver is middle standard. So far as experience is 
concerned 48.86 percent bus drivers are having an 
experience of 10 to 19 years whereas 33.33 percent of the 
bus drivers have an experience of 9 years or below. 2.48 
percent of the bus drivers are having an experience of bus 
driving for more than 29 years.
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Data reveals that majority of the bus drivers (37.69 percent) 
are earning income up to ̀ 10000 per month only followed by 
148 bus drivers (30.64 percent) earning monthly income in 
the range of ̀ 25001 to ̀ 40000. 25.26 percent bus drivers are 
earning income between `10001 and `25000. Only 6.41 
percent bus drivers are earning monthly income above 
`40000. Table 1 shows that 95.03 percent bus drivers are 
married and 4.97 percent bus drivers are unmarried. 
Majority of the bus drivers (57.15 percent) have four to six 
dependents followed by 36.85 percent bus drivers having up 
to three dependents. Few bus drivers (6.0 percent) have more 
than six dependents. Regarding type of family 269 (55.69 
percent) bus drivers live in joint family whereas 214 (44.31 
percent) bus drivers have nuclear family.

Table 1 depicts that majority of bus drivers i.e., 301 (62.32 
percent) are working on contract/temporary basis whereas 
182 (37.68 percent) bus drivers are permanent employees. 
Weekly hours spent denote the number of hours spent on bus 
driving per week. Majority of bus drivers (53.83 percent) 
spent 58-67 hours in a week in bus driving followed by 115 
bus drivers (23.81 percent) who spend 68-77 hours in bus 
driving per week. 11.39 percent bus drivers spend more than 
77 hours in bus driving per week whereas 10.97 percent bus 
drivers spend up to 57 hours in bus driving per week. 

Multiple Regression Results

Relationship between socio-economic variables and QWL 
has been examined using multiple regressions technique. 
QWL has been taken as dependent variable and various 
categories of socio-economic variables have been taken as 

independent variables. Table 1 depicts various categories of 
socio-economic variables along with number of respondents 
in each category. Dummy variables have been created for 
different categories of various socio-economic variables. 
For age, three dummy variables were created for age group 
up to 30 years, 41 to 50 years and above 50 years taking age 
group 31 to 40 years as reference category; for educational 
qualification three dummy variables were created for 
categories below matric, 10+2 and graduate whereas 
educational qualification of matric has been taken as 
reference category; for marital status, one dummy variable 
for category unmarried was created taking married category 
as reference category; for type of family, one dummy 
variable for nuclear family has been created taking joint 
family as reference category; for monthly income three 
dummy variables have been created for category income 
below `10000, income between `25001 to `40000, income 
above ̀ 40000, and income group ̀ 10001 to ̀ 25000 has been 
taken as reference category; for number of dependents, 
dependents below 4 and above 6 have been coded into 
dummy variables taking dependents between 4 to 6 as 
reference category; for nature of employment dummy 
variable have been created for category permanent taking 
temporary/contractual category as reference category; for 
experience, three dummy variables have been created for 
experience, up to 9 years, experience from 20 to 29 years, 
and experience above 29 years, taking experience from 10 to 
19 years as reference category, and for weekly hours spent 
three dummy variables have been created for hours up to 57, 
hours 68-77 and hours above 77 considering weekly hours 
spent on job from 58 to 67 as reference category.

Table 2: Model summary of Multiple Regression Analysis (taking QWL as Dependent 
Variable and Categories of Socio-economic Variables as Independent Variables)

R R Square
 

Adjusted R Square
 

Std. Error of the Estimate
 

Durbin-Watson

.651 .317 ..290 19.76964  1.166

Table 2 shows model summary of multiple regression 
results. The value of R square as shown in the table is .317 
which means socio-economic variables explain 31.7 percent 
of variance in QWL. Value of Adjusted R Square is .290 
showing the difference of .027 from the value of R Square 

which indicates minimal over fitting problem due to 
inclusion of many independent variables. Durbin Watson 
value is within the range of 1.5 to 2.5 indicating no serious 
problem of autocorrelation (Garson, 2012). 

Source: Computed through SPSS.
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Table 3: Analysis of Variance for the Regression Model

Model Sum of Squares df Mean Square  F  Sig.  

Regression 

Residual 

Total 

84035..074 18 4668.615  11.945  .000a  

181349.179 464 390.839    

265384.253 482    

Source: Computed through SPSS.

Table 4: Multiple Regression Coefficients (taking QWL as Dependent 
Variable and Categories of Socio-economic Variables as Independent Variables)

 
Model

 

Unstandardized 
coefficients

 

Standardize
d 
coefficients

 

t

 

Sig.

 

Collinearity 
statistics

 

B

 

S.E.

 

Beta

 

Toleran
ce

 

VIF

 

 

(Constant)

 

138.61
7

 

2.709

  

51.16
2

 

.000

   

 

Monthly Income up to `10000 
(reference category)

 
       X1

 

Monthly Income ` 10001-

 

` 25000

 

20.782

 

2.388

 

0.385

 

8.701

 

.000

 

.636

 

1.572

 X2

  

Monthly Income ` 25001 -

 

` 40000

 

12.409

 

5.550

 

0.244

 

2.236

 

.026

 

.105

 

9.554

 X
3

 

Monthly Income above ` 40000

 

28.804

 

6.121

 

0.301

 

4.706

 

.000

 

.304

 

3.285

 

 

Age 31-40 years (reference
category)

 
       

X4

 

Age up to 30 years
 

2.173
 

3.645
 

0.024
 

0.596
 

.551
 

.788
 

1.269
 X

5

 

Age 41-50 years
 

3.686
 

2.156
 

0.074
 

1.709
 

.088
 

.665
 

1.504
 X6

 

Age above 50 years
 

1.877
 

4.498
 

0.026
 

0.417
 

.677
 

.330
 

3.027
 

 
Weekly Hours Spent 58-67 

 (reference category)
 

       
X

7

 

Weekly Hours Spent up to 57
 

0.097
 

3.169
 

0.001
 

0.031
 

.976
 

.698
 

1.432
 X

8

 

Weekly Hours Spent 68-77
 

1.623
 

2.450
 

0.029
 

0.662
 

.508
 

.629
 

1.589
 X9

 

Weekly Hours Spent above 77
 -4.623

 
3.107

 
-0.063

 

-
1.488

 

.137
 

.703
 

1.422
 

 
Experience 10 -19 years (reference 
category)

 
       

X
10

Experience up to 9 years
 -0.573 2.230 -0.012

-
0.257

.797 .620 1.613

Table 3 shows ANOVA result of multiple regression model. 
The value of F ratio has been found to be significant. So, it 
can be inferred that overall model is a good fit. Estimated 
regression coefficients and their significance have been 
shown in the Table 4. First of all, Variance Inflation Factor 

(VIF) values for various independent variables were 
inspected to examine any possible threat of multicollinearity 
among independent variables. As VIF value of less than 10 
indicates no serious problem of multicollinearity, for all the 
independent variables, values of VIF were found to be below 3. 
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X11

 

Experience 20-29 years
 -0.084

 
3.367

 
-0.001

 

-
0.025

 

.980
 

.466
 

2.147
 

X12

 

Experience above 29 years
 -2.075

 
6.598

 
-0.014

 
-
0.314

 

.753
 

.649
 

1.540
 

 
Number of dependents 4-6

 
(reference category)

 
       

X13  
Dependants up to 3

 
3.036

 
1.874

 
0.062

 
1.620

 
.106

 
.838

 
1.193

 
X14  

Dependants above 6
 

7.199
 

3.719
 

0.073
 

1.936
 

.053
 

.878
 

1.139
 

 Nature of employment Temporary 
/Contractual (reference category)  

       

X15  Nature of employment Permanent  15.030  5.281  0.311 2.846 .005 .105 9.561 

 Type of family Joint  
(reference category)  

       

X16  Type of family Nuclear  1.591  1.824  0.034 .872 .384 .834 1.199 

 Marital status Married (reference 
category)  

       

X17  Marital status Unmarried /Divorced  -2.591  4.158  -0.024 -.623 .533 .839 1.192 

 Educational level Matric (reference 
category)  

       

X18  Education level below Matric  5.295  2.289  0.090 2.313 .021 .821 1.218 
X19  Education level 10+2  3.040  2.504  0.057 1.214 .225 .570 1.755 
X20  Education level graduation  11.207  3.943  0.119 2.843 .005 .712 1.404 

 

-tailed).

     

 

Discussion

The most important socio-economic variable in predicting 
QWL is income with all the categories having significant 
values for estimated regression coefficients. Bus drivers 
who are earning more have shown significant difference in 
the perceptions about their QWL than those earning less. 
Overall analysis of socio-economic variable income shows 
that income significantly and positively contributes to the 
prediction of QWL of bus drivers. This result is consistent 
with the findings of studies conducted by Alkami (2012) and 
Pugalendhi et al. (2010) which showed significant 
relationship between income and QWL. However, in 
contrast to the findings of present study, Malarvizhi et al. 
(2012) and Jerome (2013) found insignificant relationship 
between income and QWL. 

Another socio-economic variable which has shown 
significant and positive influence on prediction of QWL has 
been nature of employment. It can be inferred from the table 
4 that perception for QWL significantly differs for those 
who have been permanently employed as compared to those 
who have been working on contract or temporary basis. The 
reason for this could be attributed to higher income, job 

security and other facilities available to permanent 
employees as compared to temporary employees. Further, 
considering education level of the respondents, it has been 
found that QWL scores have been significantly different for 
respondents having education below matric and graduation 
level as compared to education level of matric. Amin (2013) 
and Moradi et al. (2014) also found significant relationship 
of educational qualification with QWL. However, in 
contrast, Anyoku (2016), and Dargahi and Seragi (2007) 
found insignificant relationship between educational 
qualification and QWL.

The results further reveal that age, hours per week, 
experience, number of dependents, type of family and 
marital status have insignificant contribution towards 
perception of QWL. Various studies have found similar 
results that there is no significant relationship between QWL 
and age (Malarvizhi et al., 2012; Vinod et al., 2011); QWL 
and working hours per week (Singh and Deepak, 2014); 
QWL and experience (Mohanasundaram, 2011; 
Nanjundeswaraswamy and Swamy, 2013) and QWL and 
marital status (Mehdipour et al., 2012; Balachandar et al., 
2013). However, in contrast to the findings of present study, 

Source: Computed through SPSS.
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Shome and Khurana (2003) found significant relationship 
between age and work experience of bus drivers with their 
QWL. Pugalendhi et al. (2010) found significant difference 
in different categories of age and work experience with 
respect to QWL in teaching environment. Swapna (2015) 
found significant impact of marital status on QWL.

Conclusion

In nutshell, the present study examined the relationship 
between socio-economic variables and QWL of bus drivers 
in Punjab state of India. Income, nature of employment and 
qualification has been found as significant socio-economic 
variables. Income and permanent employment are always 
main consideration for any employee so organizations 
should pay due attention on fulfilling these basic 
requirements of bus drivers. Adequate pay has been 
recognized as one of the most important dimensions of 
QWL by numerous researchers (Walton, 1973; Orpen, 
1981; Okpara, 2005; Gupta and Sharma, 2011; Vinopal, 
2012; Ambily, 2014; Garg and Dhingra, 2014; Rahman et 
al., 2014). Klott et al. (1985) identified pay and stability of 
employment as one of major issues in QWL. Undoubtedly, 
getting adequate compensation to maintain a reasonable 
standard of living is an important consideration in any kind 
of job. Majority of staff employed by the three SRTUs in 
Punjab is contractual and gets consolidated pay. Further, 
there is a huge gap between the pay received by contractual 
bus drivers and permanent bus drivers thus provision of 
satisfactory pay should be a major concern for SRTUs. 
Limitations and directions for further research

The present study examines the relationships of QWL and 
socio economic variables of bus drivers working in state 
road transport undertakings only, so the findings of the study 
cannot be generalized for bus drivers working in private 
transportation companies. Further studies can include bus 
drivers working in private transportation companies also. 
Another limitation of the present research is that it has 
focused on studying the relationship of socio-economic 
variables with QWL, it can be extended to examine the 
relationship of socio-economic variables with different 
components of QWL namely, work life balance, 
interpersonal relations, job autonomy, career advancement 
opportunities, workload etc. in future.
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This study is going to establish a relationship between performance management system (PMS) and Organizational 

Effectiveness (OE). Data were gathered from 54 companies from Indian manufacturing sectors using a structured 

questionnaire. Factor analysis, reliability and regression tests in SPSS 22.0 have evaluated data. The results show that 

the practices of PMS have a significant relationship with organizational effectiveness. Findings reveal a positive 

association between many of identified system of Performance Management such as Organization vision and mission 

and goal setting measures. This study has presented implications for both managers and practitioners.  Limitations of 

the study, and directions for future research are discussed.
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Before designing a Performance Management System 
(PMS), there needs to be a clear definition of performance 
management. The purpose of this section is to identify the 
key activities included in the performance management 
process, by reviewing different definitions of performance 
management that exist in the literature. Management 
literature has been searched by using keywords such as 
'definition of performance management,' 'define 
performance management', 'performance management 
system.'

The term 'performance management' has come to replace the 
phrase 'performance appraisal' in many organizations. In the 
process of Performance appraisal system highlighted the 
assessment of performance of the employee. The concept of 
Performance management has been one of the most 
important and positive developments in the field of Strategic 
HRM. All organizations are interested in superior 
organizational effectiveness. This research study explores 
the relationship between Performance Management 
Systems (PMS) and organizational effectiveness (OE), 
using a survey of the perceptions of senior executives in 
Indian manufacturing organizations. 

Litreture Review

Performance Management System (PMS)

When a successful performance management system is 
implemented, it helps in evaluating and improving both 
individual and company performance against pre-defined 
business strategies and objectives, at an organizational level 
of analysis. This research assumes that an organization that 
is performing well is one that is successfully attaining its 
objectives; in other words, one that is effectively 
implementing an appropriate system. The following 
definitions are taken into account with consideration to 
Performance management as a system.

There are some researchers who object to associating the 
word 'system' with performance management because of its 
association with the notions of the mechanism.Williams 
(1998) highlights two models of performance management:

Ÿ Performance management as a system for individual 
performance. 

Ÿ Performance management as a system for managing 
organizational performance.

The following definition of what performance management 
systems are provided by many authors. According to Bevan 
and Thompson (1991), “performance management systems, 
objective-setting and performance appraisal are at the centre 
of a step-by-step cycle that starts with planning, followed by 
review, feedback, and appraisal, and finally rewards for 
achievement.”

Lee (2005) defined that “Performance management systems 
should be designed to generate information and data 
exchange so that individuals involved can properly dissect 
performance, discuss it, understand it and agree on its 
character and quality.”

Ferreira and Otley (2009) defined that “Performance 
Management refers to the use and design of PMS to manage 
organizational performance. As such, it comprises of formal 
and informal mechanisms, processes, systems and networks 
used by organizations for conveying the key objectives and 
goals elicited by management, for assisting the strategic 
process and ongoing management through analysis, 
planning, measurement, control, rewarding, and broadly 
managing performance, and for supporting and facilitating 
organizational learning and change.”

Performance management systems start with purposes and 
objectives and its process begin with the development of 
vision and mission at the organization, team and individual 
level and vision and mission statements. In Performance 
Management system (PMS), a set of key performance 
indicators should be developed, and both short and long-
term targets for each measure needs to be planned (Otley, 
1999; Armstrong, 2009). 

Strategic Human Resource Management (SHRM) theory 
suggests that aligning business and HRM strategies leads to 
improve organizational performance (Schuler & Jackson 
1987, Delaney & Huselid 1996, Ulrich & Brockbank 2012). 
In spite of a great deal of research, there is no clear agreement 
and understanding of how SHRM leads to improve 
performance (Bosalie, et al. 2005, Becker & Huselid 2006, 
Guest 2011). Savaneviciene, A., & Stankeviciute, Z. (2015) 
said that a variety of empirical studies little attention has 
been paid on the concept or understanding of the 
mechanisms through which “HRM practices influence 
organizational performance”.
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Here, assuming PMS influence on Organizational 
effectiveness, and shows the relationship between PMS and 
organizational effectiveness.

Current Study and Hypothesis

The main objective of this study is to discuss the question of 
whether there is a connection between the PMS and 
organisational efficiency (OE) at the industry level. The 
response is not straight forward. In addition, we could not 
recognize empirical research directly linked to PMS-OE in 
manufacturing companies in an examination of the literary 
content conducted for this research.

There may be methodological challenges that make it 
difficult to demonstrate this kind of link, but the approach 
that scholars in this area have traditionally taken may be an 
important reason as to why it has been difficult to establish 
this link. Thus, a review of the literature has demonstrated a 
relationship between HR practices, system, policies, and 
firm performance, and discusses how this research can lead 
to a conclusion to establish a relationship.

In the early 1990s, a number of studies appeared where the 
authors argued that HR practices should form a basis for 
competitive advantage, as long as those practices were 
aligned with firm strategy (Wright & McMahan, 1992). 
Soon, there was some empirical work establishing 
relationships between HR practices and financial and non-
financial performance (MacDuffie, 1995), and the strategic 
HR management literature was born (Jackson, et al., 2014). 
It was primarily Huselid's (1995) study, though, that 
signaled a major change in the way scholars and 
practitioners looked at this issue. Altarawneh, I. I. (2016) 
point out that “Many research studies have been conducted 
to establish links between (HRM) functions and 
organizational performance. Arthur, J. B. (1994) had done a 
study on the impact of Human Resource Systems on 
manufacturing Performance and financial Turnover of the 
organization. 

Huselid (1995), who examined the relationship between HR 
practices and performance indicators like corporate 
turnover, profitability, and market value. He collected 
responses from senior HR executives in a sample of 968 
publicly traded corporations in the US regarding HR 
practices a high-performance work system (HPWS). 

Sivasubramaniam & Venkataratnam (1998) studied “the 
relationship between HRM and firm performance in 52 
companies in India. This research gives evidence of the 
relationship of HRM with firm performance. 

A Quarterly Journal    

Ichniowski and shaw (1999) study on a comparative study of 
the United States and Japan. Data collected data from 41 
steel production lines  assess the effects of Japanese and U.S. 
human resource management (HRM) practices on worker 
productivity. They found that the Japanese lines are 
significantly more productive than the U.S. lines. 

Singh, K. (2003) in a study of 84 Indian firms that analyzed 
the relationship between strategic HR practices and 
organizational performance. These HR practices were 
defined as the alignment of HR selecting, planning, 
evaluating, compensating, developing, and staffing 
practices with the strategies of the firm. 

Kasturi, Orlov, and Roufagalas (2006) examined the 
relationship between HRM systems' architecture and firm 
performance for small and medium-scale enterprises located 
in Tamil Nadu in India. The study showed that the 
philosophy that employees are part owners and should have 
a share in the profits was positively related to profit while the 
employee as decision makers and employee as tools were 
negatively related to productivity.

Katou and Budhwar (2007) in their study of 178 Greek 
manufacturing firms found support with the Universalistic 
model and reported that HR policies of recruitment, training, 
promotion, incentives, benefits, investment, and health & 
safety are positively related to organizational performance.

Singh, Singh, and Bhattacharya (2008) examined the 
relationship between organizational performance and HR 
policies and practices. The data were collected from 49 
organizations consisting of 18 public sectors and 31 private 
sector enterprises representing a diverse set of industries. 
Kumar, P., Nirmala, R., & Mekoth, N., (2015) found 
significant relationship between performance management 
and organizational performance. 

Prior research (Huselid 1995, Delaney and Huselid 1996, 
Youndt, et al. 1996), in the area, suggested that the 
Universalistic approach is the best approaches to study for 
research in the area of the relationship between HRM and 
organizational performance. This research also adopt 
universalistic approach and attempts to explain the essential 
practices that may impact Organizational effectiveness in 
the manufacturing industries. In line with prior research the 
only one hypothesis are developed for this study:-

Hypothesis: There is a positive relationship between the PM 
system and organizational effectiveness

SCMS Journal of Indian Management,  July - September - 2019



A Quarterly Journal    

80

Method

Sample size: The sample of firms represented a variety of 
manufacturing areas including fabrics, wood, electronics, 
machinery, metal, plastic, packaging, food, paint, and 
printing. Our initial sample included 100 respondents who 
filled out our questionnaires and demographic information. 
Only 54 participants were retained in our final sample after 
case-wise deletion was applied. For example, Paul & 
Anantharaman (2003) studied 34 Indian software 
companies to develop a model linking HRM with 
organizational performance. Also, Nigam, Nongmaithem, 
Sharma, and Tripathi (2011) examined the relationship 
between SHRM and performance in 25 companies firms in 
India. In almost the same way, Ichniowski and shaw (1997) 
managed study of the United States and Japan with data from 
41 steel production lines. 

Controls variables: 

Size: Participants consisted of 77.8% small and 22.2% large 
manufacturing enterprises, (Mean age= 2.22, SD = .4196). 
PM System Existing PM practices were measured on a 
Likert-type scale ranging from 1 very little to 5 very much.

Validity of the Instrument: There are certain performance 
management variables which have a bearing on 
organizational effectiveness. The data collected from the 
respondents on the first 18 items are subjected to factor 
analysis (Rotated Component Matrix) using SPSS. The 
exploratory factor analysis done with the 18 independent 
variables resulted in 4 factors and (one factor is loaded with 
only single item, and it has to be removed explaining 78.8 
percent of the total variance. 

The Kaiser-Meyer-Olkin Measure (KMO) of Sampling 
Adequacy was .860 which is close to threshold limit 1 (one) 
value for Barlettt's Test was significance ( p=.000). 

Table 1: Factor analysis results for the PM practices items

Rotated Component Matrix

Component 

Factor1  Factor2  Factor3  Factor4 
 

Factor4   
Defining the vision and mission of Org       .770

Communication of vision and mission to your employee       .795

effective planning and monitoring    .590

Quarterly and annual feedback is given to check and control
    

.692

Factor1
   

Participation decision making
 

.682
    

Trust on
 

employee
 

.714
    system for regular performance appraisal

 
.786

    identify training needs through formal performance appraisal
 

.735
    Involvement of Peers and superiors in training need

 
.702

    
Factor2

  Documentation of performance goals
  

.670
   Communication objectives of appraisal

  
.580

   Setting time bound Goal

  

.759

   employee performance measured basis of the quantified

 

result

  

.767

   My org trained review for feedback and assessment techniques

  

.543

   Factor3

  Rewards based on the performance

 

of the employee

   

.822

  Reward based on Competency and Ability

   

.740

  Equal pay for equal work

   

.812

  Cronbach’s alpha .885 .875 .561 .848
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Factor1: Factor1 was concluded with some of items of PM 
system such as employee participation, decision making, 
training needs etc. Employee involvement is defined by 
Robert B. et al (2012) as “The direct participation of staff to 
help an organization fulfill its mission and meet its 
objectives by applying their own ideas, expertise, and efforts 
towards solving problems and making decisions.” This 
study observes that employee involvement plays a very 
important role in the PM system in term of 'trust in 
employees' and 'employee involvement in decision-making'. 
Research studies have demonstrated that training has a 
positive influence on organizational performance. In the 
same way, Bartel (1991) also demonstrated a direct and 
positive relationship between productivity and training 
program. Amah, E., & Ahiauzu, A. (2013) and Tahsildari, A., 
& Shahnaei, S. (2015) concluded that employee 
involvement/participation has not significant influence on 
organizational effectiveness.

Factor2: In an organization, Performance Management 
System begins with goals. Goals define the results that 
people should aim to achieve objectives. Goals are a 
criterion for performance planning, appraisal, rewards, and 
improvement. Every company or organization, firm and 
every employee needs and plans for achieving those (Locke 
& Latham, 2006). The effective performance appraisal 
systems help to create a motivated and committed 
workforce. To be effective they require the support of top 
management to show their commitment and to translate 
organizational goals and objectives into personalized 
employee specific objectives (Boice, 1997). Such objectives 
become the basis of their performance appraisal. Tahsildari, 
A., & Shahnaei, S. (2015) showed that performance 
appraisal system also has a significant positive effect on 
organizational effectiveness.

Performance-based Reward Systems (Factor3): Pay for 
performance and accurate feedback constitute a powerful 
tool for managing organizational effectiveness. Brown, M., 
& Heywood, J. S. (2005) found a positive relationship 
between organization-level compensation decisions and 
organizational performance. Yasmeen, R., Umar, F., & 
Fahad, A. (2013) found that there was insignificant and 
weak relationship between salary, bonus and organization 
performance.

Organizational vision and mission (Factor4): Defining and 
communicating organizational mission to the employees 

helps in sharing the core purpose of existence of the 
organization (Ferreira, A., & Otley, D. 2009), and thereby 
may impact the employee commitment to the organization, 
which impacts organizational performance. A  shared  
organizational  vision  provides  affirmative  action  of  
organizational effectiveness  using  increased  adaptability  
and  flexibility  as  stated  by  Bennis  and  Nanus,  (1985). 
Amah, E., & Ahiauzu, A. (2014) concluded that shared 
mission has significant influence on organizational 
effectiveness.

Reliability of the Instrument: From the table-1, it is seen that 
the reliability value was estimated to be α =. 885 to. 561, if 
we compare the reliability value of the scale used in the 
present study with the standard value alpha of 0.6 advocated 
by Cronbach's (1951). Here is only four variables are better 
to perform in a performance management system. Hence 
that, researchers satisfied the reliability and validity of the 
scale.

Organizational Effectiveness: Effectiveness is a broad 
concept and is difficult to measure in organizations (Daft, 
1998). Each organization is responsible for creating a 
formula to measure how effective they are and can use it to 
measure anything they think contributes to productivity. 
Organizational performance is generally indicated by 
effectiveness (whether an organization can achieve its 
objectives), efficiency (whether an organization uses 
resources properly), satisfaction of employees and 
customers, innovation, quality of products or services, and 
ability to maintain a unique human pool (Delaney & 
Huselid, 1996; Dyer & Reeves, 1995; Guest, 2001; Katou & 
Budhwar, 2007). This study used single item of 
organizational effectiveness (Chenhall & Langfield-Smith, 
2007) which were measured under the philosophy of a 
perceived rating of the organization's performance on a five-
point scale ranging from 1 = very bad to 5= very good. 

Analysis And Result

A multi-regress regression was made in this context, using 
all the discrete variables (i.e. dependent and independent). 
The estimate was based on ordinary squares [ i.e.,Y= a+ bx]. 
To this end, the following model requirements are taken into 
account when taking PMS methods as independent variables 
as a dependent variable, that is to say, organizational 
e f f e c t i v e n e s s  ( O E ) . O E = ß O + ß 1  ( F a c t o r 1 )  
+ß2(Factor2)+ß3(Factor3)+ß4( Factor4)... Model (1)
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Where ß0, ß1, ß2, ß3, and ß4, are the regression coefficient
2To test how well the mode-1 fit the data and findings, R, R  

(Coefficient of determination), variance, analysis of 
variance (ANOVA) and the t statistic were used. Hence, the 
results are summarised. Further, a multiple regression 

The PMS practices (Factor1, Factor2, Factor3 and Factor4) 
2in the above model revealed the ability to predict OE (R  = 

20.449). In this model value of R  denotes that 46.9 percent of 
the observed variability in OE can be explained by the PMS 
practices namely Factor1; Factor2; Factor3; and Factor4. 

Table 3: ANOVA  
 

Model  Sum of Squares  df  Mean Square  

 
F  

 
Sig.  

1 Regression  8.939  4  2.235  9.359  .000  

Residual  10.983  46  .239    

Total  19.922  50  
 

  

Dependent Variable: Organizational effectiveness    

 

analysis was performed to identify the predictors of OP as 
conceptualized in the model. An enter-wise variable 
selection was used in the regression analysis and table-3 and 
table-4 show the summary measure and analysis of variance 
(ANOVA) of the model.

Table 2: Predictors of OE
 

-
 

model
 

summary
 

Model 
R  R Square  Adjusted R Square

1 
.670  .449  .401

 

The remaining 53.1 percent is not explained which means 
that the rest 53.1 percent of the variation of OE is related to 
other variables which are not depicted in the model.

This variance is highly significant as indicated by the F 
value (F=9.930 and P = 0.000). An examination of the 
model summary presented in conjunction with 
ANOVA, which indicates that the model explains the 

most possible combination of predictor variables that 
could contribute to the relationship with the dependent 
variable. 

Table 4: : Coefficients for Predictors of OE  

 Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 

(Constant) 3.62 0.067  54.203 0 

Factor1 .014 .069 .023 .206 .838 

Factor2 .141 .069 .224 2.045 .047 

Factor3 .055 .069 .088 .801 .427 

Factor4 .394 .069 .625 5.707 .000 

Source: Survey data (p<.01)
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Regression analysis was calculated between the factors 
representing the four systems of PM practices derived in 
Table 4, and the organizational effectiveness variables. 
These four factors were made up by a number of 
conceptually consistent PM practices in the questionnaire, 
determined by factor analysis. This approach is acceptable 
when testing hypotheses about a number of factors to be 
extracted (Hair et al., 1998; Jago and Deery, 2004). 

Specifically, the PM system of “Factor2” proved to 
demonstrate the significant relations with organizational 
effectiveness (p=.020). Considering that this system 
includes the PM practices of “documentations of 
performance goals,” “communication objectives of 
appraisal,” setting time bound goal” and “employee 
performance measured basis of the quantified result” (which 
have the good loading values of .670 to .543, respectively), 
thus suggests that management should focus on these PM 
practices will do more to improve organizational 
effectiveness.

Specifically, the PM system of “Factor4” proved to 
demonstrate the significant relations with organizational 
effectiveness (p=.000). Considering that this system 
includes the PM practices of “defining the vision and 
mission of the organization,”  “communication of vision and 
mission to your employee.” effective planning and 
monitoring” and “quarterly and annual feedback is given to 
check and control' (which have the good loading values of 
.682 to .702, respectively), thus suggests that management 
should focus on these PM practices will do more to improve 
organizational effectiveness. 

Furthermore, the PM system of 'Factor1' and 'Factor3' 
proved to demonstrate weak relations with organizational 
effectiveness. 

Discussion

In this study, the researcher has tried to validate the 
connection between PMS and OE and this study have found 
that Performance management factors has an important 
connection to improve the effectiveness of organization. 
This study has found that the hypothesis (H1) is partially 
supported, because only 'factor2' and 'factor4' was 
significant with the reference of the relationship between 
PMS-OE links. The study holds a lot of significance for HR 
practitioners as well as academicians as practitioners can 
plan to design better PMS structure that may create a sense 
of performance management in organization at the 
workplace as this help to improve the performance of the 
company.

Conclusion
Performance of statistical analysis shows the relationship 
between management practices and organizational 
effectiveness. It indicates that such practices of performance 
management help the organization to achieve sustainable 
growth. There is an important relationship between the 
independent and dependent variables in the present study. It 
is also interesting to note that the variable "Factor 1" did not 
have any significant impact on the effectiveness of the 
organization. Effect of Rewards practices on relationship 
between PMS-OE can be further extended as organizations 
may have to re-think on the total performance management 
system to improve organizational effectiveness. (Katou, A. 
A. 2008). In literature we have found that goal setting 
measure, vision and mission, have significant relationship 
with organizational effectiveness. 

Theoretical Contribution

With PMS is input and organizational effectiveness as the 
output of the study, refers to the fact that effectiveness of the 
manufacturing firm is affected by various dimensions of 
PMS such as performance-based appraisal system, 
organization vision and mission. Therefore, an effective 
performance management system should be for the 
effectiveness of the organization.

Prior research in the field suggested that the Universalistic 
approach which supports some of the HRM exercises ("best 
practices") are those who have a positive impact on 
performance. This research also supports this approach and 
explains the necessary practices for further development 
which can directly influence organizational effectiveness. 
This research also strives to respond more solidly to the 
question raised by Baker and Gerhardt (1996), "How do 
human resource exercises affect organizational 
performance? This research pointed to the fundamental 
issue of the relationship between various dimensions of 
PMS and organizational effectiveness in the form of a review 
of the previous literature, indicating that there is very little 
understanding of the mechanisms through which PMS 
affects organizational effectiveness.

Managerial Implications

This study has major two of implications for both managers 
and practitioners as follows:

Ÿ This study showed that vision and mission information 
and documentation play a crucial part in the effectiveness 
of the company. The top management should form the same 
and communicate it to all its staff to enhance their focus so 
that their general performance can be further improved.
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Ÿ Documentation of performance objectives' has been 
discovered to have an important connection to 
organisational efficiency. In this research, we have the 
most significant factor 2 is 'documentation of 
performance objectives'. Management should therefore 
make unique attempts to build confidence in an 
organisation and generate a healthy environment in 
which the efficacy of an organisation can be improved.

Limitation

This research has two significant fundamental constraints. 
The first attempts were to presume that respondent from 
each organisation, in the form of reports below or above this 
preceding prejudice measures, informed about the effect of 
the PM practices and the effectiveness of this organisation. 
The second specimen refers only to the small sampling 
occurrence in Indian production.

Scope For Future Research

This study has focused on manufacturing organizations. 
Future research may explore other sector such as service, IT 
etc.  'Vision and mission' and 'performance goal' have been 
found the most significant item in organizational 
effectiveness. This finding calls and deeper understanding 
of its components across manufacturing. In this study, we 
concentrated only on the two endpoints of evaluation, i.e. 
“PM system” and “organizational effectiveness.” However, 
we believe that more research is needed to investigate the 
intervening steps, analyzing variables that mediate or 
moderate (type of the organization, size of the organization 
etc.) the two end point variables (Becker and Gerhart, 1996).
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This paper is elucidating the qualitative insights of personal values among rural people of Punjab state 

(India). In order to achieve the objectives, this study was conducted using questionnaire Schwartz's 

personal values among 450 rural respondents. Confirmatory factor analysis was used for the analysis of 

data. The study enumerates that rural people are highly conservative and self-transcendence up to 

significant extent. The study has several implications for marketers seeking scope of their products and 

services in rural markets.

Keywords:  Personal Values, Schwartz Value Survey, Rural.

Personal Values of  
Rural People

Lovekesh Sarda
Research Scholar 

Dr. B R Ambedkar National Institute of 
Technology, Jalandhar

E-mail sardalovekesh83@gmail.com 

Dr. Jagwinder Singh
Associate Professor

Dr. B R Ambedkar National Institute of 
Technology, Jalandhar

E-mail singhj@nitj.ac.in

SCMS Journal of Indian Management,  July - September - 2019



A Quarterly Journal    

88

Introduction

Rural is an area having population density less than four 
hundred per square kilometer and more than half of the 
population is agriculture-dependent (Krishnamoorty, 2000). 
There are more than six lakh (0.6 million) villages in India 
that is a habitat of India's two-third populations and 
contributes to fifty percent of national income (ETIG, 2003). 
Rural market is the diamond mine of developing countries 
like India. Rural employment has significantly increased 
due to the introduction of Mahatma Gandhi National Rural 
Employment Guarantee Scheme (MGNREGS) since 2006. 
Rural household's consumption is projected to grow by 
eleven percent in comparison to four percent of urban 
households. Though rural income is rising, yet their 
purchasing power is significantly low than their urban 
counterparts. The proliferation of mass media in a rural area 
made rural people relatively literate about services and 
products available in the market (Verma and Giri, 2012, 
Bhattacharjee, 2017). Many literate people of rural areas are 
doing jobs and agriculture has become a secondary 
occupation for them. High yield of agricultural produce and 
increased minimum support price (MSP) have made 
untapped rural markets attractive than ever before (Kotwal et 
al., 2008). Now rural people tend to aspire for improved 
quality of life. Markets need to go beyond the purchasing 
power for better understanding of real potential in rural areas 
for their products and services. They need to assimilate real 
culture based on personal values of rural people for seeking 
scope of their products and services. Many studies have 
highlighted that personal values significantly influence 
purchase behavior and rural culture is significantly different 
from urban areas. Therefore, the present study has been 
carried out to make deep insights into the personal values of 
rural people.

Literature Review

Followed by Rokeach's research and survey, studies on 
personal values have been exhaustively conducted by many 
researchers. Schwartz has conducted the most vital research 
on sixty thousand people to investigate common values that 
act as a guide of one's life. Schwartz identified fifty-six 
individual sub-values that are used in the Schwartz Value 
Survey (SVS). In the case of a similar culture, Schwartz 
identified forty-six sub-values (Schwartz, 2012). These 
forty-six sub values have been grouped into ten 
motivationally distinct personal values that have been 

further classified into four categories (Schwartz and 
Sortheix, 2018). 

The first category is an openness to change. It is related to 
seeking new opportunities, exploring new things and 
developing independent thought that doesnot seek others' 
approval (Schwartz, 2012). Rural people do not emphasize 
much on the openness to change. They avoid such 
circumstances that violate social expectations, norms or 
harm others (Kashyap and Raut, 2010). However, the advent 
of education and various media in rural areas are raising 
awareness about the modern lifestyles. But, the pace of 
acceptance of modern lifestyle is slow due to the high 
illiteracy rate and conservatism (Kashyap and Raut, 2010; 
and Muhammad et al., 2012). Openness to change is 
comprised of self-direction and stimulation values. Self-
direction leads to freedom, creativity, independence, 
choosing own goals, and curiosity (Schwartz, 2012). 

In rural areas, both men and women have very less freedom 
of action and thought (Brewster and Padavic, 2000) and are 
less independent in decision-making (Valian, 2005). From 
an early age, girls are expected to perform household duties. 
After marriage, they are responsible for housekeeping and 
raising children (Kantor, 2005). Females in rural areas do 
not opt for work at their own discretion but it is influenced by 
men in their families. Therefore, females do not set their own 
goals. The history also reveals that Indian women by and 
large have accepted silence and do not live their lives of 
choice (Valian, 2005). In rural areas, the family is 
responsible for the action and thoughts of the individuals. 
Even today, the maximum numbers of families are living 
together. The hardworking members of the family take care 
of the old ones (Kashyap and Raut, 2010; and Badi and Badi, 
2013). Such restrictions and different roles of men and 
women in the family make them less creative and late 
adopter of new technologies (Ciu and Liu, 2000). But traces 
of curiosity to gain knowledge about new technology have 
been found due to exposure to mass media (Nain and Kumar, 
2009; Sukhmani and Hundal, 2011; Kumar, 2011; 
Mukherjee, 2012; and Murgai, 2012; Patel and Patel, 2013). 

Stimulation values express an exciting life, a challenging 
life, and daring life (Schwartz, 2012). Rural people are hard-
working and confine to satisfaction in daily life. Therefore, 
they are less likely to embrace change in their daily lives and 
are more bent towards spiritual consciousness (Kashayp and 
Raut, 2010). This approach to life has not significantly 
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changed even with the rise of education in rural areas (Badi 
and Badi, 2013). Rural people seek excitement and 
challenges in risky sports that involve wild animals and the 
high probability of injury (Delaney and Madigon, 2016). 

The second category is conservatism. It is highly prevalent 
in the rural areas due to high faith in religion, culture, and 
norms of the society. Rural people also give priority to their 
family in terms of family security (Singh and Singh, 2014). 
Conservatism is comprised of conformity, tradition, and 
security (Schwartz and Sortheix, 2018). 

Conformity is defined as abandoning personal behaviors to 
match alternatives exhibited by a majority of others (Haun et 
al., 2014). Conformity value expresses obedience, self-
discipline, politeness, and honoring parents (Schwartz and 
Sortheix, 2018). Social changes are not tolerated easily in 
rural areas. Changes take place slowly and gradually (Badi 
and Badi, 2013). Conformity increases with decrease in 
self-direction (Rockeach, 1973). Unlike urban counterpart, 
rural people are not so polite neighbor (Kashyap and Raut, 
2010). Many studies indicate about the rural violence 
between cross culture or cross religion communities (Sahay, 
2019). Rural people demonstrate good manners or say 
courteous behavior through a set of actions practiced in 
between their own relatives and society only (Kashyap and 
Raut, 2010). Rural people also show self-discipline through 
control of extravagance due to low income (Arsil et al., 
2014). Rural people always take a fair decision and take 
calculated risk according to their income. It is not surprising 
that rural consumers are more concerned about the prices 
and want value for their money (Sun and Wu, 2004; 
Kneafsy, 2017). However, change of any economic 
condition makes the rural consumer an impulsive buyer of 
land/gold or durables (Hassan and Kaynak, 2014). The 
social sciences have traditionally portrayed rural people as 
conformists, forming close corporate communities within 
which individuals' choices are dictated by their positions 
within kinship and descent structures, where individuals are 
obsessed with indigenous status hierarchies (Manchiraju 
and Sadachar, 2014). Rural people are obedient and seek 
acknowledgment from their elders and family members 
(Zontanos and Anderson, 2004).Environment and 
agriculture practices by the people in the rural area make 
them dutiful and obedient due to their dependency on time, 
soil, and monsoon. They have to meet the obligations on 
time, otherwise, it may cause loss (Sridhar and Mishra, 
2010). 

People in rural India are very strong believers of tradition 
and least likely to violate it (Kashyap and Raut, 2010). 
Tradition value is described through respect for traditions, 
moderate behavior, humbleness and devotion (Schwartz, 
2012). Rural people respect tradition to express their identity 
in society. These traditions or customs travel generation to 
generation. The purpose of this action is to make social 
bonds and gain acceptance from society (Banerjee, 2008). 
Core values of rural society include keeping happiness of 
their family supreme for which they may sacrifice their 
comfort and ambition. Materialistic gain is not the prime 
route of ensuring happiness for rural people. Shyness or 
humbleness has been observed in a rural area more than their 
urban counterpart. Various studies related to medical and 
health services found that rural women possess more 
shyness or self-effacing than men (Ma et al., 2018). In rural 
areas, the pre-existent cultural beliefs lead rural women to 
believe that it is mostly the spirits that cause complications 
during pre-natal and post-natal stages (Tarefdar, 2014). 
Rural people hold strong beliefs and trust in spiritual 
activities that lead to a low rate of utilization of professional 
services (Koenig, 2009).

Security value serves individual and group interests like a 
sense of belonging, family and national security, and 
preservation of social order (Schwartz, 2012). Rural people 
are restricted to smaller geographical, social and economic 
areas. Individuals are identified on the basis of caste, family, 
and village. Their behavior is handled by customs, 
traditions, and religion (Kashyap and Raut, 2010). Such faith 
in traditions bends them to take care of his family as well as 
parents (Guo et al., 2016). Ingenuity and sincerity lead rural 
youth to join arm forces more as compared to their urban 
counterparts that also show the love towards their nation too 
(AGWEB, 2017). Mokerjee (2013) found that rural people 
are now focusing on cleanliness and neatness due to urban 
influence on the rural community through mass media. Even 
the government is also educating rural people about 
cleanliness.  

The third category is self-transcendence. Self-transcendence 
reflects an individual's concern about the welfare of nature 
and the people of the individual's society. This value also 
inculcates a high degree of tolerance and acceptance 
(Schwartz and Sortheix, 2018). Self-transcendence is 
comprised of benevolence and universalism values. In rural 
areas, self-transcendence is more pronounced as compared 
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to their urban counterparts. Rural people tend to be more 
helpful to the socio-economically weaker sections of their 
society (Burgess and Steenkamp, 1998; and Kashyap and 
Raut, 2010). This raises the biological need for affiliation 
and it smoothly gives rise to voluntary concern for others' 
welfare. Individual values like helpfulness, honesty, 
forgiveness, responsibility, loyalty, and true friendship are 
associated with benevolence (Schwartz, 2012). 

Rural people believe in group performance. They strive for 
individual achievement but they are also ready to share it 
with others. This belief gives birth to loyalty. It operates 
within a range of levels, from the purely ideological level to 
the formation of specified social bonds (Aksoy, et al., 2015). 
Rural people are relatively honest and genuine in behavior 
(Zontanos and Anderson, 2004; Flora, 2018). They are too 
much sincere towards their work and family (Kashyap and 
Raut, 2010).Some psychological studies found that rural 
people are less bureaucratic, more accessible and more 
flexible (Flora, 2018; Michael and Jameson, 2017).Rural 
places are also known as a place of conflict due to 
heterogeneity in caste and religion (Kashyap and Raut, 
2010). Rural people acquire forgiving behavior but there are 
intolerant towards, either a violation of sacred or religious 
faith occurs or their family is harmed in any manner. In many 
cases, animosity is carried forward from generation to 
generation (Badi and Badi, 2013). 

Universalism has an extended view of understanding, 
appreciation, and tolerance. It encompasses protection for 
and the welfare of all people and natural resources 
(Schwartz, 2012). Universalism is comprised of 
broadmindedness, social justice, equality, the world at 
peace, the world of beauty, unity with nature, wisdom, and 
protecting nature (Schwartz and Sortheix, 2018). Rural 
people are rigid and conservative in approach. Such 
conservation makes them less broad-minded (Michael and 
Jameson, 2017) and wise (Jayapalan, 2002). Therefore, the 
equality factor is not in their consideration (Badi and Badi, 
2013). Besides this, rural people express enjoyment at the 
peace and beauty of their natural surroundings. A world of 
beauty exactly defines the love for nature and art by the rural 
people. The landscape is central to the visitor's tourism 
experience. Rural people love to maintain this world of 
beauty to attract their urban counterpart for business 
purposes also (Carneiro et al., 2015). In rural areas, nature or 
surrounding to habitat is also considered as religious things. 

Rural people use to worship many plants, animals or 
landscape (Rani and Kumar, 2019). Protecting the 
environment is the concern that is associated with 
environmental problems and this helps in finding out the 
beliefs, affect, and behavioral intentions a person holds 
regarding environment-related activities or issues (Dietz, 
2015). Their needs and necessities are not very complex and 
complicated. These people are away from the hustles of life 
and love peace (Jayapalan, 2002). Paniagua (2018) found 
that rural people love to live in their own made world with no 
interference of others and want to enjoy art, culture, and 
rituals of their own society.

The fourth category is Self-enhancement (Hedonism, 
achievement, and power). Self-enhancement value has been 
found more important in the people who don't seek any 
interference of religion and tradition (Burgess and 
Steenkamp, 1998; and Schwartz and Sortheix, 2018). Rural 
people seek self-enhancement in traces by enjoying more 
with their family, nature, festivals, and rituals instead of 
seeking pleasure in material possessions (Roccas, 2005; and 
Shekarbeugi and Saroukhani, 2009). 

Hedonism is of interest to theorists across disciplines and 
has been associated with pleasure or sensuous gratification 
for oneself, sense of enjoying life and self-indulgent nature 
(Schwartz, 2012). Rural people in large numbers come 
together to enjoy their leisure time in sports activities, 
theaters or festivals along with social gatherings and drinks 
(Lee. et. al., 2009; Gibson and Gordan, 2018). Ryu et. al., 
(2010) found that hedonic values have a stronger impact 
than utilitarian values. Same is seen in the case of holy and 
spiritual things. Emotions push them to visit various 
religious places. This situation sometimes becomes very 
irrational, emotive and non-economic decision making 
(Schiffman et al., 2005).

Rural people also demonstrate achievement orientation by 
earning additional income beyond their regular income in 
view of ensuring the long-term security of the family (Hill, 
2018). Achievement value includes ambitiousness, 
influence, capability, and success (Schwartz, 2012). Rural 
people demonstrate ambitiousness (Parida and Sahney, 
2018) through specific part-time activities that can play a 
vital role in the development of rural communities. Part-
time activities yield an additional income through various 
home-based or tiny enterprises to the households involved.  
Various studies have focused on these part-time activities 
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carried out by farmers (Hill, 2018). Moreover, rural people 
have some dominant desires like the need of a concrete 
house, acquisition of land and properties, the marriage of 
daughter and sister in the well-to-do family, and children 
education that make them ambitious (Parida and Sahney, 
2018).Various studies on rural consumption or buying 
decision indicated that rural people are influenced by others 
or society. Rural people rarely make decisions on their own 
(Kashyap, 2016). The reason behind this behavior is less 
awareness about the products. The retailer under such 
condition pushes only those products in which they earn 
high profit. Many retailers educate and provide information 
relating to new products/services (Dhivya, 2013). The 
retailer is a strong opinion leader for rural consumer. Such 
opinion leaders make a significant impact on the purchase 
decision (Kashyap, 2016). Rural people are less capable in 
comparison to urban people in living a better lifestyle due to 
less income. Some rural youth are opting education for a 
better future in urban cities (Parmar and Makvana, 2016). 

Power value is the transformed image of control and 
dominance (Lonner, 1980). Power value is rooted in 
authority and wealth is expressed by attainment of 
controlling position in a social group. The power value 
includes social power, wealth, authority, and protection of 
the image (Schwartz, 2012). It has been found that those 
individuals who are strongly committed to the religion are 
highly motivated, avoid uncertainty, less authoritative and 
are less materialistic (Roccas, 2005). Buying decisions or 
the right to lead the command of families in rural areas are 
still at the hands of the eldest male member (Manchandani, 
2003; Badi and Badi, 2013). The decision-making for the 
purchase of expensive products or services becomes joint 
activity (Su et al., 2003; O'Malley and Prothero, 2007; 
Hamilton, 2009; and Patel and Patel, 2013). Though people 
in rural areas have adopted modern lifestyle yet they adhere 
to traditional norms and values (Shekarbeugi and 
Saroukhani, 2009). Qualified and competitive people from 
rural areas are migrating to urban areas for employment. 
Low employment opportunities, migration to urban areas 
and low education have resulted in low social power of rural 
residents (Chu et. al., 2015). The migrants have a general 
tendency to present and preserve their public image. People 
have a tendency to make consumption decisions based on 
their psychological and social identities when they move 
from rural to urban areas (Huang and Wang, 2018). 

Research Methodology

Based on the literature review the following research 
questions have been identified.

Q1 What personal values prevail in rural areas of Punjab?

Q2 How can different personal values be classified on the 
basis of their relative importance?

Based on the above, the objectives of the study have been 
framed as follows:

Objectives of the Study

1 To study the persistence of different personal values among 
rural consumers

2 To examine the relative importance of different personal 
values.

Proposed Hypotheses

H1: Rural consumers significantly possess Schwartz 
personal values.

H1a: Conformity value exists among rural consumers

H1b: Tradition value exists among rural consumers

H1c: Security value exists among rural consumers 

H1d: Benevolence value exists among rural consumers

H1e: Universalism value exists among rural consumers

H1f: Self-direction value exists among rural consumers

H1g: Stimulation value exists among rural consumers

H1h: Hedonism value exists among rural consumers

H1i: Achievement value exists among rural consumers

H1j: Power value exists among rural consumers

Sample size and sampling techniques

The sample from rural population of Punjab State (India) has 
been decided through the multi-stage process. In the first 
stage, the state of Punjab has been categorized into three 
divisions Majha, Malwa, and Doaba regions using stratified 
sampling technique. In the second stage, the selection of 
three districts from each division has been made through 
simple random sampling. In the third stage, five villages 
have been selected randomly from each district. Ten sample 
elements have been taken for study from each village on a 
judgment basis. The sample elements between the age of 
eighteen to fifty years have been selected for this study. This 
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is so because the respondents of this age group are largely 
capable of taking independent decisions as regards to the 
consumption of products and services. A total of 450 
questionnaires were administered for the survey. The 
secondary data were collected from published sources.  The 
randomization at different stages will help in controlling 
explanatory variables. For example, the villagers who live in 

Demographical variables  Categories No. of respondents 

Genders  Male  336 
Female  114 

Age  18 –  28 years  89 
29 -   39 years  159 
40-  50 years  202 

Education  Under-matric  72 
Matric  131 
Intermediate  154 
Graduation  80 
Post-graduation and above 13 

Household Annual income  Up to 1 lac  126 

1 -  2.5 lac  190 
2.5 -  5 lac  88 
5 –  10 lac  43 
10 lac and above  3 

Land holding size  No land  93 

Up to 3 acres  166 

3  –  5 acres  143 

5 –  10 acres  45 

10 acres and above  3 
 

Table 1. Socio- economic Profile of Rural Respondents

close proximity to urban areas may differ in personal values 
comparing with that of villagers who live in distant places 
from the main cities.

Demographic Profile

The demographic profile of respondents has been shown in 
table 1.

Instrument

The test tool included statements based on46 sub-values to 
identify the existence of ten personal values among rural 
consumers that had been adopted from the literature of 
Schwartz's Value. The reliability of the test measures has 
been studied using Cronbach's Alpha value, which was 
0.972, above the acceptable minimum Cronbach's Alpha 
value i.e. 0.60 (Heir et al., 2010). The respondents were 
asked to rate the importance of these personal values on a 
seven-point scale representing (1) least important to (7) 
extremely important. 

Results

Persistence of different personal values 

The results of all respondents concerning the rating of 
personal values have been analyzed using Confirmatory 
Factor Analysis (CFA). The study has been carried out using 
Schwartz Value Survey (SVS) in which different types of 
values have already been categorized in few main values or 
factors. In other words, values or factors preexisted in the 
study. The main objective of the study was analyzing or 
conforming or testing hypotheses about what values do exist 
and what do not in rural Punjab. Therefore, confirmatory 

SCMS Journal of Indian Management,  July - September - 2019



93

factor analysis (CFA) has been considered appropriate to 
apply. The standardized factor loadings above 0.4 have been 
considered to validate and authenticate the scale of the 
proposed construct (Bagozzi & Baumgartner, 1994). 
Considering the close score and an overall cut off of 0.4 
(standard regression weights {SRW} and beta coefficient 
{β}) obtained for the factors from CFA output, the existence 
and non-existence of personal values among rural people 
have been revealed.  The combined score represents that 
rural people largely hold security values (SE: β = .949, p < 
0.01), followed by the tradition (T: β = .919, p < 0.01), 
hedonism (H: β = .834, p < 0.01), conformity (C: β = .814, p 
< 0.01), benevolence (B: β = .754, p < 0.01), and 
universalism (U: β = .604, p < 0.01) in the rural Punjab. The 
unimportant personal values found among rural consumers 
include stimulation (ST: β = .387, p < 0.01), achievement 
(A: β = .335, p < 0.01), self-direction (SD: β = .331, p < 

Table 2 Persistence of Personal Values Persist Among Rural People  

0.01), and the 'least important' one is power (P: β = .205, p < 
0.01).

Goodness-of-fit of CFA Model

The measurement model results indicate that CFA ten-factor 
2 model of personal values received a good fit to the data: X = 

10602.770, df= 3025, P-value= 0.00, CIMIN/DF= 3.505, 
RMSEA=.075, CFI=.90, PCFI=.769 and PRATIO= 0.957. 
The CIMIN/DF value has been identified within the 
recommended range of 5, which is indicative of acceptable 
fit between hypothetical and sample data by Hair et al., 
(2010). All the fit indices (Comparative Fit Index 
recommended range ≥  0.9), Root Mean Square Error of 
Approximation (recommended range ≤  0.08) and 
Parsimony Comparative Fit Indexes (recommended range 
≥ 0.6) lie in the cutoff range recommended by Bunch et al., 
(2008).

RANK Persistence of personal values SRW or β Combined Score CS

1

 

Security (SE)

   

0.949

 

 

SE1

 

Social order (stability of society)

 

.955*

   

 

SE2

 

National security (Protecting the nation)

 

.944*

   

 

SE3

 

Reciprocation of favors (avidness of indebtness)

 

.952*

   

 

SE4

 

Family security (safety for loved ones)

 

.949*

   

 

SE5

 

Clean (neat and tidy)

 

.946*

   

2

 

Tradition (T)

   

0.919

 

 

T1

 

Respect for tradition (customs)

 

.967*

   

 

T2

 

Moderate (avoiding extremes of feelings and actions)

 

.951*

   

 

T3

 

Humble (modest, self-effacing)

 

.950*

   

 

T4

 

Accepting my portion in life (submitting to life circumstances)

 

.781*

 
  

 
T5

 
Devout (holding religious faith and belief)

 
.949*

   

3

 

Hedonism (H)

 
 

0.834

 

 

H1

 

Pleasure (gratification of desires)

 

.819*

   

 

H2

 

Enjoying life (enjoying food, sex, leisure etc)

 

.918*

   

 

H3

 

Self-indulgent (doing pleasant things)

 

.766*

   

4

 

Conformity (C)

 
 

0.814

 

 

C1

 

Politeness (courtesy, good manners)

 

.678*
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C2 Self-discipline (self-restrain, resistance to temptation) .791*

C3 Honoring of parents and elders (showing respect) .890*

   

 

C4

 

Obedient (dutiful, meeting obligation)

 

.896*

   

5

 

Benevolence (B)

   

0.754

 

 

B1

 

Loyal (faithful to friends and groups)

 

.924*

   

 

B2

 

Honest (genuine, sincere)

 

.882*

   

 

B3

 

Helpful (working for welfares of others)

 

.915*

   

 

B4

 

Responsible (dependable and reliable)

 

.919*

   
 

B5

 

Forgiving (willing to pardon others)

 

.128

   

6

 

Universalism (U)

 
 

0.604

 

 

U1

 

Equality (equal opportunity to all)

 

.280

   

6

 

Universalism (U)

 
 

0.604

 

 

U1

 

Equality (equal opportunity to all)

 

.280

   

 

U2

 

A world at peace (conflicts)

 

.761*

   

 

U3

 

Unity with nature (fitting into nature)

 

.958*

   

 

U4

 

Wisdom (mature understanding of life)

 

.050

   

 

U5

 

A world of beauty (beauty at nature and art)

 

.962*

   

 

U6

 

Social justice (correcting injustice, care of the weak)

 

.948*

   

 

U7

 

Broadminded (tolerant of different ideas and beliefs) 

 

.111

   

U8

 

Protecting the environment

 

.759*

  

7

 

Stimulation (ST)

  

0.387

 

ST1

 

An exciting life

 

.321

  

ST2

 

A varied life (challenge, novelty, changeable)

 

.237

  

ST3

 
Daring (seeking adventure, risk)

 
.604*

  

8

 
Achievement  (A)

  
0.335

 

A1
 

Ambitious (hardworking, aspiring)
 

.935*
  

A2
 

Influential (having an impact on people and events)
 

.124
  

A3
 

Capable (competitive, effective, efficient)
 

.114
  

A4
 

Successful (achieve goal)
 

.161
  

9
 

Self-
 

Direction (SD)
 

 0.331
 

SD1
 

Freedom of action and thought
 

.184
  

SD2 Creativity (uniqueness and imagination) .218   

SD3 Independent (self-reliant, self sufficient) .186   

SD4 Choosing own goals (own purposes) .201   

SD5 Curious (interested in everything, exploring)  .867*   

10 Power (P) 
 

0.205  

P1 Social power (control over others, dominance)  .282   
P2 Wealth (material, possessions, money) .282   
P3
 

Authority (the right to lead the command)
 

.249
  

 
P4
 

Preserving my public image (protection of image)
 

-.011
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Relative Importance of Personal values

Based on the SRW or β-coefficients, the personal values 
forty six observable variables have been categorized into 

'most important' (β ≥ .944), 'very important' (β ≥ .915 and ≤ 
.935), 'important' (β ≥ .819 and ≤ .896), 'requisites' (β ≥ .604 
and ≤ .792), 'unimportant' (β ≥ -.011 and ≤ .321) categories 
reported in table 3.

TABLE 3 Relative Importance of Personal Values among Rural People

Most important Very important Important factors Requisite factors Least important factors
Item code-level SRW or 

β
Item code-
level

 
SRW or 
β

Item code-
level

 
SRW or 

β
Item code-level SRW or 

β
Item code-level SRW or 

β

T1- respect for 
tradition 

  

.967*

 
A1-

 

Ambitious 

 

.935*

 

C4-

 

Obedient 

 

.896*

 
C2-

 

Self-
discipline 

 

.791*

 
ST1-

 

an exciting 
life

 
.321

U5- A world of 
beauty 

 
.962*

 
B1-

 
loyal 

  
.924*

 
C3-

 

Honoring 
of parents and 
elders 

 
.890*

 
T4-

 

accepting 
my portion in 
life 

  
.781*

 
P2-

 

wealth 

 

.282

U3- Unity with 
nature 

 
.958*

 B4-
 

responsible 
  

.919*
 

B2-
 

honest 
  

.882*
 H3-

 
Self-

indulgent 
  
.766*

 P1-
 

social 
power 

 .282

SE1-Social 
order 

 
.955*

 H2-
 

Enjoying 
life 
  

.918*
 

SD5-
 

Curious 
 

.867*
 U2-

 
A world at 

peace 
  

.761*
 

U1-
 

Equality 
  

.280
SE3-
Reciprocation 
of favors   .952* B3- helpful   .915* H1-  Pleasure   .819*  

U8-  Protecting 
the environment   .759*  P3-  authority  .249

T2- moderate   .951* 
    C1-  Politeness  .678*  ST2-  a varied 

life  .237
T3- humble 

  
.950*

     
ST3-Daring 

 
.604*

 
SD2-

 
creativity 

 
.218

SE4- Family 
security 

  
.949*

 
      

SD4-
 

choosing 
own goals 

 
.201

T5- devout 

 

.949*

 
      

SD3-

 independent 

 

.186

U6- Social 
justice 

 

.948*

 

      

SD1-freedom of 
action and 
thought

 

.184
SE5- Clean 

 

.946*

       

A4-

 

successful 

 

.161
SE2- National 
security 

  

.944*

 
      

B5-

 

forgiving 

  

.131

       

A2-

 

influential 

 

.124

       

A3-

 

capable 

 

.114

       

U7-

 

Broadminded 

  

.111
U4- Wisdom .050
P4-Authority -.011

Most Important Sub-values

Among the rural consumers, 'respect for tradition' (T1: β = 
.967, p < 0.01), 'the world of beauty' (U5: β = .962, p < 0.01), 
'unity with nature' (U3: β = .958, p < 0.01), 'social order' 
(SE1: β = .955, p < 0.01), 'reciprocation of favors' (SE1: β = 
.952, p < 0.01), 'moderate' (T2: β = .951, p < 0.01), 'humble' 
(T3: β = .950, p < 0.01), 'family security' (SE4: β = .949, p < 
0.01), 'devout' (T5: β = .949, p < 0.01), 'social justice' (U6: β 
= .948, p < 0.01), 'cleanliness' (SE5: β = .946, p < 0.01), and 
'national security' (SE2: β = .944, p < 0.01),  have been found 
the most important sub-values in their life.

Very Important Sub-values

The 'very important' sub-values found among rural 
consumers include 'ambitious' (A1: β = .935, p < 0.01), 
'loyal' (B1: β = .924, p < 0.01), 'responsible' (B4: β = .919, p 
< 0.01), 'enjoying life' (H2: β = .918, p < 0.01), and 'helpful' 
(B3: β = .916, p < 0.01).

Important Sub-values

Rural consumers considered sub-values like 'obedient' (C4: 
β = .896, p < 0.01), 'honoring of parents and elders' (C3: β = 
.890, p < 0.01), 'honest' (B2: β = .882, p < 0.01), 'curious' 
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(SD5: β = .867, p < 0.01), and 'pleasure' (H1: β = .819, p < 
0.01) important in their life.

Requisite Sub-values

The requisite sub-values found in rural areas include (C2: β 
= .791, p < 0.01), 'accepting my portion in life' (T4: β = .781, 
p < 0.01), 'self-indulgent' (H3: β = .766, p < 0.01), 'a world at 
peace' (U2: β = .761, p < 0.01), 'protecting the environment' 
(U8: β = .759, p < 0.01),  'politeness' (C1: β = .678, p < 0.01), 
and 'daring' (SE2: β = .604, p < 0.01),

Least Important Sub-values

The sub-values like an 'exciting life' (ST1: β = .321, p < 
0.01), 'wealth' (P2: β = .282, p < 0.01), 'social power' (P1: β = 
.282, p < 0.01), 'equality' (U1: β = .280, p < 0.01), 'authority' 
(P3: β = .249, p < 0.01), 'a varied life' (ST2: β = .237, p < 
0.01), 'creativity' (SD2: β = .218, p < 0.01), 'choosing own 
goals' (SD4: β = .201, p < 0.01), 'independent' (SD3: β = 
.186, p < 0.01), 'freedom of actions and thought' (SD1: β = 
.184, p < 0.01), 'successful' (A4: β = .161, p < 0.01), 
'forgiving' (B5: β = .131, p < 0.01), 'influential' (A2: β = 
.124, p < 0.01), 'capable' (A3: β = .114, p < 0.01), 
'broadminded' (U7: β = .111, p < 0.01), 'wisdom' (U4: β = 
.050, p < 0.01), and 'authority' (P4: β = -.011, p < 0.01)  have 
been found unimportant in the life of rural consumers in 
Punjab.

The combined score of CFA found six personal values 
significant out of ten. H1 is partially accepted for significant 
personal values. Hypotheses H1a for conformity, H1b for 
tradition, H1c for security, H1d for benevolence, H1e for 
universalism, and H1h for hedonism have been accepted due 
to high beta scores, whereas hypotheses H1f for self-
direction, H1g for stimulation, H1i for achievement, and H1j 
for power have been rejected due to lower beta values.

Discussion

Twelve values in total have qualified in the 'most important' 
category. Nine of these values are from conservative 
category and the remaining three belongs to self- 
transcendence category. Concerns for 'security' and 
'tradition' have been found highly and equally significant 
among rural people. Next most important value is 
universalism. The rural people tend to seek security through 
harmony, stable social society, and best relationships. High 
concern for tradition is in conformity with the study 
(Kashyap and Raut, 2010). Rural people have a lot of 

reverence for nature because their livelihood depends upon 
nature (Badi and Badi, 2013). They love nature and their 
own created world comprised of art, culture, and rituals 
(Paniagua, 2018). 

Rural people have a tremendous love for nature and the 
environment. This is so because more than half of the rural 
population directly or indirectly depends upon farming 
(Badi and Badi, 2013). Such dependency of rural people has 
caused unity with nature in terms of the creation of art, 
culture, and rituals relating to nature (Carneiro, 2015). Their 
collective unity with nature makes them stick to practices 
that are socially acceptable. This leads to social stability in 
rural society. Therefore, rural culture is comprised of such 
customs, arts, and rituals that bind them together. For this 
reason, they respect their traditions to great extent (Kashyap 
and Raut, 2010). The stability of rural society is based upon 
mutual reciprocations and humility. They avoid extreme 
feelings and actions as they are not much materialistic in 
their life because family security is their top priority 
(Zantamos and Anderson, 2004; and Guo et al., 2016). The 
small land holdings, relatively less productivity of 
agriculture sector and less wealth keep them humble (Ma et 
al., 2018) in social behavior. The low literacy rates make 
them devout followers of their religious faiths (Koenig, 
2009). Their humble behavior and high faith in religion 
propel them to take care of weak and correcting injustice 
(Kashyap and Raut, 2009). Their love for nature and 
religious faith inspire them to keep their environment neat 
and tidy (Mookerjee, 2013).

Five values in total; three from self-transcendence and two 
from self-enhancement have qualified in 'very important' 
category. The prevalence of hedonism and achievement 
traces is in conformity with the study of Shekarbeugi and 
Saroukhani (2009).

Rural people have great concern for the security of their 
family probably due to small land holdings and low wealth 
(Guo et al., 2016). This deprivation makes them hard 
working and aspiring and that is why they engage 
themselves in multiple works to increase their income (Hill, 
2018). This deprivation further makes them responsible, 
loyal and helpful to one another because it is the mutual 
dependency that makes them cooperative with one another 
(Flora, 2018). Hence, rural people demonstrate sincerity and 
genuineness in their behavior. This leads to collectivism in 
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society. Otherwise, tolerance and acceptance largely found 
in intellectual class. The unity with nature and collectivism 
in the society make them free-spirited and hence they enjoy 
life (Kashyap and Raut, 2010; Aksoy et al., 2015). Unlike 
urban counterparts, rural people have relatively fewer 
tendencies to enjoy material possessions. Instead, they enjoy 
more with nature and their culture (Roccass, 2005; and 
Shekarbeugi and Saroukhani, 2009).

Five values in total have qualified among 'important' values. 
Two of these are from conservative category and the 
remaining three belong to each of self-transcendence, self-
enhancement, and openness to change categories. Many 
studies on rural psychology have found rural as conformists 
(Manchiraju and Sadachar, 2014). The spread of education 
and broadcast media are making them curious about 
increasing knowledge about the world (Sukhmani and 
Hundal, 2011, Mukherjee, 2012, and Murgai, 2012).

Rural people are dutiful (Kashyap and Raut, 2010) and meet 
obligations on time. This is so because they have limited 
means for livelihood (Sridhar and Mishra, 2010). They have 
great respect for elders and parents because they live in a 
joint family system and family orientation (Manchiraju and 
Sadachar, 2014). The rural people are largely remained 
ignorant in the past. But exposures to media and increasing 
urbanization (Patel and Patel, 2013) have exposed rural 
people to the new developments. This transition from 
completely ignorant to exposure to new developments has 
made them curious (Sukhmani and Hundal, 2011; 
Mukherjee, 2012; Murgai, 2012). Rural people tend to seek 
pleasure from sports activities and festivals (Gibson and 
Gordan, 2018). This is so because these activities are 
organized in conformance to their culture and rituals and 
maximum people of the rural community, by and large, 
participate in it. The collectivism and adherence to their 
traditional customs or values influence their enthusiastic 
participation in such activities (Kashyap and Raut, 2010). 

Seven values have qualified among 'requisite' values. Three 
of these are from conservation and two of them are from self-
transcendence. The remaining two belong to each of self-
enhancement and openness to change. 

Rural people are self-disciplined (Arsil et al., 2011) because 
they have limited means (Valian, 2005). That is why they are 
very much concerned about the prices of products and they 
do not indulge in an impulsive purchase (Hassan and 

Kaynak, 2014). Rural people due to their strong 
conformance to traditions and conservatism tend to accept 
their relative portion of life in terms of well-defined 
individual roles (Valian, 2005). The tendency to become 
self-indulgent exists only in the case of holy and spiritual 
events (Jayaplan, 2002). The rural people have a basic 
tendency to keep the world at peace because of their 
simplicity, less complex lifestyle and mutual dependency 
that harbor harmony and politeness. Their religiosity also 
makes them humble and polite (Kashyap and Raut, 2010; 
Ma et al., 2018). Their dependence and unity with nature 
develop strong tendency to save the environment. Their 
unity with nature makes them more adventurous and risk-
taking. But their risk-taking confines only to physical 
activities (Delaney and Madigon, 2016). 

Overall rural society is fully conservative. They believe in 
tradition and stick to it because they feel secure. Rural 
people also possess self-transcendence value to a significant 
extent. However, they are less forgiving (Kashyap and Raut, 
2010) and believe in inequality (Badi and Badi, 2013). They 
inherit heterogeneity due to prevalence of caste system since 
the distant past (Kashyap and Raut, 2010). Poor education 
facilities in rural areas are responsible for the low prevalence 
of intellectual assets such as wisdom (Jayapalan, 2002) and 
broadmindedness (Michael and Jameson, 2017). The self-
enhancement value is insignificant because rural people are 
highly traditional and religious (Burgess and Steenkamp, 
1998; and Schwartz, 2017). However, hedonism is 
significantly prevalent but it remains confined to family, 
nature, festivals, and rituals (Roccas, 2005; and Shekarbeugi 
& Saroukhani, 2009). Openness to change is completely 
missing among rural people due to a high degree of 
conservatism and high illiteracy rates (Kashyap and Raut, 
2010; and Muhammad et al., 2012). The traces of this value 
in the form of curiosity exist due to greater media exposure 
(Sukhmani and Hundal, 2011, Mukherjee, 2012, and 
Murgai, 2012).

Marketing Implications

High degree of conservatism signifies relatively less 
development consumptions as compared to urban 
counterparts. Lack of resources makes rural people less 
impulsive and more rational in their buying behavior. They 
seek value for money due to conservatism and their buying is 
highly planned. Any product can become temporally 
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obsolete in urban market but rural market may give it 
significant importance due to durability. Pre-purchase phase 
is likely to remain relatively longer. It gives tremendous 
scope for marketers who are capable of providing value for 
money but are unsuccessful in urban markets due to fierce 
competition from globally giant brands. The lack of power 
values among rural people signifies that they generally do 
not desire powerful brands, though this tendency may be 
prevalent among high-income strata. They need simple 
solutions to their problems. They expect enhancement in 
quality of their lives but without tolerating any social 
change. The marketers should understand that there is 
greater collectivism in rural society as against urban 
counterparts. The decision-making unit is usually more than 
one individual and they seek social approval of their 
purchases. However, power distance is significantly large. 
The marketers should make best use of religiosity, rural fairs 
and other rural events and festivals in their narratives while 
crafting brand stories of rural people. High degree of 
conformity increases the tendencies of brand loyalty. It is 
concluded that rural marketing cannot be considered as an 
extension of urban marketing. Instead, marketers require 
unique marketing mix in contrast to that of urban for 
capturing rural market.

Limitation of Study

The sample was specific to one state. India is a diverse 
country. These values may vary from one region to another. 
There may be the chances of some response bias infew 
cases. So, there are few reservations in generalizing the 
findings.
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Using the model of E- Leadership in Virtual teams (Avolio et al.), this paper examines impact of Psychological 

Contract, mediated by E-leadership, on Real-time Performance Management of Remotely working professionals. 

Following a quantitative research method, data was collected from 57 remotely working professional across the 

world. Significant positive relationships were found among Leadership Effectiveness of E-leaders, Relational 

Psychological Contract and Efficiency of RPM.  The results confirm the interaction of the given variables in Avolio's 

Model of E-leadership, highlighting technological aspects of human interactions and ways to optimise them. The 

results underline several important managerial implications for effective leadership, fulfilling psychological contract 

and effective performance management, of a type of workforce that is only virtually available. 
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echnology has influenced all aspects of our lives 
today, especially evident in the organizations. Not Tonly has technology influenced jobs and operations, 

but also organisational structure, processes, group dynamics 
and individuals' behaviours at work place. Among such 
changes is E-leadership and Real-time Performance 
Management (RPM), further impacts other aspects of 
relationships in the organisation.

E-leadership

Avolio et al. defined e-leadership as “a social influence 
process mediated by AIT (Advanced Information 
Technology) to produce a change in attitudes, feelings, 
thinking, behaviour, and/or performance with individuals, 
groups, and/or organisations” (617). E-leadership is also 
called online leadership and virtual leadership, where 
leaders and followers interact virtually from remote 
locations, using media such as intranet portals, emails, video 
conferencing, social media and the like. 

The concept relies on the Socio-technical systems approach 
to organisations that highlight the interaction between 
people and technology in workplace. Avolio and Kahai 
identified four factors that have contributed to the 
emergence of e-leadership, namely, change in access 

information and media, greater workforce connectivity, ease 
in reaching others and lasting proof of (indelible) 
communication.

The European Commission identified the skills needed for 
effective e-leadership divided into three main categories (e-
leadership Skills triangle) (15)

1. Strategic leadership: Forecasting needs for 
information, understanding customer needs, 
solution orientation, communication, creativity, 
independent learner, team leading, internationali-
sation (cultures)

2. Digital savvy: Big data analytics and tools, cloud 
computing and visualisation, mobile app design and 
development, complex business systems, web 
development and tools, IT architecture, security 
skills, ERP systems and social media

3. Business savvy: customer relations and sales, 
partnership establishment, business development, 
organisation change, project management, strategic 
marketing, agile methodology, business analytics, 
market analysis and financial skills.

Figure 1. Model of E- Leadership and Groupware Effects on Trust formation in Virtual teams (Avolio et al. 653)
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The leadership process, moderated by collaborative 
groupware impacts the perceptions of leader’s ability, 
benevolence and integrity contributes to the formation of 
trust. Trust influences the team interactions, which is also 
affected by emotions and moods of members at the time of 
interactions. The outcomes are thus determined by the 
nature of such interactions among team members (Avolio, 
Kahai and Dodge 653)

Kurlan and Egan suggest that the three main challenges 
posed by the e-environments, namely Professional isolation, 
distance monitoring and perceptions about distributive 
justice (506). Consistent with this, Budvytyte identified 
psychological reactions of followers to e-leadership, 
including uncertainty, individualistic view in team work, 
hidden interdependency, problems with data protection and 
critical instability in leader’s control (1).

Gurr discusses the symbiotic relationship between 
leadership behaviours and the environments created by 
Information and Communication Technology. Many 
elements of traditional leadership are still present in e-
leadership, such as decision making skills, mentoring, 
interpersonal skills, motivating, challenging and supporting 
group members, but with different dynamics, such as swift 
decision making, building trust through virtual 
communication, maintaining a proper social climate, which 
are also challenging to achieve (121). Individuals are now 
liked through technology into a web of relationships, 
information and technology, implying that leadership, 
especially online, had moved from individuals to 
community endeavours. 

The impact of E-leadership on followers is quite substantial. 
The results of Jung’s thesis show that while e-leaders can use 
social media to enhance their image as a leader in 
communicating with their followers via social media, issues 
of confidentiality and privacy are still matters of concern in 
the dynamics of e-leadership (60). Trust was, thus, seen to 
play an important role here. However, the study also found 
that feedback (usually from customers), which is in real-
time as it is via social media, does help review performance. 
The study concludes that while social media and other 
virtual mediums of communication have become important 
in leader-follower communication and may serve as a 
possible alternative for aiding leadership process, face-to-
face interactions are seen as irreplaceable. 

An empirical study suggests that leaders’ actions in a virtual 
team are related to technological adaptations, trust and 
cooperation, which in turn impact performance outcomes. 
Specifically, ‘Forcing actions’ (driven by Theory X 
assumptions) have significant positive relationship to the 
technological adaptations, trust and cooperation, making 
theory X assumptions valid in virtual settings. ‘Linking 
actions’ (driven by Theory Y) led to more technological 
adaptation than ‘Forcing actions’ (Thomas and Bostrom 8).

Fostering E-trust goes through three stages, namely 
Calculative trust, Knowledge based trust and Identification-
based trust (Zaccaro and Bader 382), the third one being an 
important challenge in this type of leadership as a mutual 
understanding of each other’s intentions and appreciation of 
the other’s wants and desires, is particularly difficult to achieve 
without face-to-face interaction (Robbins and Judge 395).

Cascio and Shurygailo insist that trust is extremely crucial in 
virtual teams, which needs to be reiterated by repeatedly 
setting and meeting/exceeding expectations (373). Setting 
accurate expectations is challenging in virtual teams and 
thus, expectations need to be reset as necessary. Trust 
becomes crucial in e-leadership, highlighting the value of 
psychological contracts in virtual work-settings.

Psychological contract

The psychological contract can be defined as “an 
individual’s beliefs about the terms of the exchange 
agreement between employee and employer” (Rousseau 
390). Rousseau stresses that psychological contract ‘lies in 
the eye of the beholder,’ guided by the individual employee’s 
schema of employment relationship. 

The first empirical study on psychological contract 
identified the responsibilities of the employer (including 
promotion, high rewards, performance reward, training, 
long-term job security, career development and HR support) 
and the employee (including working overtime, loyalty, 
voluntary engagement with work beyond call of duty, notify 
exit in advance, accept internal work adjustment, not 
helping rivals, disclosing no secret, remaining with the 
company) (Rousseau 395). 

There are two major types of Psychological contracts, 
namely transactional, referring to contracts based on 
tangible exchanges, that are mostly financial, static, time-
bound and with a narrow scope, and relational, meaning 
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contracts that contain both tangible and intangible 
exchanges, with dynamic and open-ended terms of contract 
with a wider scope that it involves the employees’ personal 
life into work (Coyle-Shapiro and Parzefall 13). 

The four stages of the formation of psychological contract, 
according to Rousseau, begin with pre-employment, early 
socialisation, recruitment and later experiences (231). 
Dunahee and Wangler suggested three stages that seemed to 
affect the process formation and maintenance of 
psychological contract, that include pre-employment 
negotiation forming the basis for the psychological contract, 
redefinition of the contract at work, and fairness and 
dynamic balance.

Subramanian argues that awareness and access to 
information, especially through two-way communication 
enables employees to objectively evaluate the psychological 
contract (64). Similarly, Zhang and Zhang discuss the 
impact of effective communication and timely feedback on 
the process of implementing, coding, decoding and 
considering organisational factors to various filtered 
information, continually altering and modifying the 
psychological contract (152). 

Davila and Elvira studied the relationship between 
Psychological contracts and performance management in 
three organisations in Mexico. It was found that managers 
and employees differed in their perceptions of the appraisal 
process and absence of appropriate performance standards 
created conflict, which seems to have hampered 
psychological contracts, as performance standards are 
critical for shaping subjective perceptions of employees of 
fairness and accuracy of the appraisal system (398).

Performance management is thus, linked to psychological 
contract. With the increase in discussions about real-time 
performance management, it seems relevant to understand 
the dynamics of the new performance system on 
psychological contract.

Real-time Performance Management

Real-time Performance Management (RPM) is a 
management practice that measures performance in real-
time. Real-time monitoring of internal performance enables 
the company to react rapidly to significant developments.

A study by Delloite in 2017 (Sloan, Agarwal and Garr) 
identified the following characteristics that guide RPM

Ÿ Regular, immediate and continuous feedback

Ÿ Continuous learning

Ÿ Data driven decision making and use of metrics

Ÿ Performance management, local (Team leaders are 
empowered to make decisions with regard to team 
members)

Ÿ Performance Management aligned with business 
outcomes

Ÿ Trust, inclusion, diversity and clarity of roles are critical

Ÿ Employee-driven communication, rather than one-way 
feedback

Ÿ Goal making more social, transparent, mobile and 
digital

Ÿ Easy progress tracking

Ÿ Supporting career development 

Deloitte stated that the new PM system helped generate 
better financial performance, improved individual 
performance and strengthened engagement, where 
participation in regular feedback and check-ins showed 
higher performance on a varied range of financial and talent 
measures.

Singh reported that to retain and develop the professional 
excellence of tech-savvy millennial workforce, 
organisations seek to re-invent traditional performance 
management systems to meet the ‘instant gratification need’ 
of millenials, which can be addressed through RPM system. 
RPM allows for employees to get instant feedback from 
managers as well team members and can jointly plan further 
development and growth, taking action in time, making 
RPM more proactive in nature than the previous 
performance management systems, indicating a shift from 
mere performance management to performance 
development. The RPM system is likely to promote trust 
between managers and employees, establishing the 
foundation for high-performing teams (Baldassarre and 
Finken).

RPM helps HR managers help employees reach their 
optimum performance potential and encouraging 
continuous dialogue and shared accountability (Baldassarre 
and Finken). It also allows for recognition and appreciation 
in real-time, strengthening reinforcement, motivation and 
engagement. RPM also enhances leadership effectiveness, 
by utilising real-time constructive feedback and solution-
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focused coaching, and leader’s availability for feedback 
(Churches). As initiated by the company General Electrics, 
RPM can help cultivate empowered, collaborative and 
cross-functional teams (Baldassarre and Finken). 

A Harvard Business Review survey on 2000 ‘millenials’ 
found that they sought constant feedback, mentoring and 
coaching and career development (Meister and Willyerd), 
making RPM a viable solution. With a 115 percent increase 
in the number of digital professionals in the US alone since 
2005 (Flexjobs), RPM becomes relevant in managing the 
performance of remote workers/digital professionals, who 
include a large percentage of millenials who demand 
flexibility work options (Zimmerman).

Remote professionals

Employees, who work remotely, primarily use advanced 
information technology and other virtual media. They are 
also called digital or web professionals, who engage in 
telecommuting or work-from-home. Work design and job 
characteristics have been found to have a considerable 
influence on the effectiveness of remote working (Lawler).

While remote work offers several benefits to both employers 
and employees, including increased productivity, increased 
likelihood of retention, and increased happiness of 
employees (Bloom), but the disadvantages remain: loss of 
creativity and sharing of information (Lawler), feeing 
neglected (Grenny and Maxfield) and loss of trust (Amabile 
and Kramer). Thus, skills of a manager are critical (Lawler), 
which brings us back to the importance of effective e-
leadership.

Performance management of remote workers first requires 
setting up of clear performance objectives and measures, 
after which appropriate communication networks are to be 
set-up. Attention must also be paid to time management, as 
remote employees and managers may not share the same 
‘working time’. Informal peer networks are challenging in 
the case of remote workers; encouraging informal chats can 
be engaging (Apgar).

Lombardo and Mierzwa developed a model on Remote 
Management Styles, focusing on the effects of 
psychological contract and leadership on teleworkers. It was 
found that relational psychological contracts and relational 
retention factors are positively linked to organisational 
commitment; vice versa being true with Transactional 

psychological contracts. Interestingly, in remote work 
settings, a strong emotional attachment and sense of 
belongingness existed between teleworkers and customers, 
rather than with employers, with whom remote workers 
share a transactional psychological contract (13). 
Organisational commitment thus depended more on 
customer program work factors rather than employer related 
factors. The study concluded that transformational 
leadership is preferred by remote employees.

Maley found that ‘exemplary’ performance appraisals by 
remote managers of inpatriate employees were linked to 
psychological contract, contributing to their retention in the 
company (17). The perception that the purpose of the 
appraisal was not aligned to career growth or training needs 
led employees to believe that their expectations are unmet, 
leading to a loss of trust, motivation and commitment. The 
circle of poor performance appraisal thus had a negative 
impact on psychological contract (breach), triggering the 
vicious cycle of poor feedback.

Rationale

E-leadership is phenomena that had gained attention and 
popularity in the last decade (Hambley, O’Neill and Kline). 
It has been predicted that with the growth of virtual 
organisational and digital professionals, e-leadership would 
become a possible substitute for traditional leadership 
(Erasmus+).

In a fast-paced and dynamic business environment, 
employee skills are also constantly changing, making RPM 
relevant because of instant feedback (Singh). RPM was 
initiated as a solution to the problems of traditional 
performance management system, for the first time in 
Deloitte in 2015 (Buckingham and Goodall), in GE in 2015 
(Baldassarre and Finken), in Schneider Electrics in 2015 in 
Accenture in 2016 (Basu and Bhattacharyya), and Goldman 
Sachs in 2017 (Surane). This current performance 
management system is predicted to be the more evolved of 
its predecessors (Basu & Bhattacharyya, 2017; 
Buckingham & Goodall, 2015).

Remote work is on the rise. With a major part of the 
workforce working virtually and raising concerns regarding 
human interaction with managers and leaders, addressing 
the interfaces between human interaction and technology 
becomes important. Thus, it becomes relevant to understand 
the technological as well as psychological systems that 
influence performance of digital professionals.

SCMS Journal of Indian Management,  July - September - 2019



106

A Quarterly Journal    

Significance

The results of the study give insight into the recent 
phenomena that are under examination in this study. The 
results also underline several important managerial 
implications for the management of digital professionals in a 
technologically advance business world for effective 
leadership, fulfilling psychological contract and effective 
performance management, of a type of workforce that is 
only virtually available. The study also highlights the 
technological aspects of human-interactions and ways to 
optimise them.

Objectives

1. To study the relationship between Psychological 
contract and e-leadership 

2. To study the relationship between Psychological 
contract and efficiency of RPM

3. To study the relationship between e-leadership and 
efficiency of RPM

4. To measure the mediation of E-leadership in the 
relationship between Psychological contract and 
efficiency of RPM

Research Question

Is there an influence of E-leadership on the maintenance of 
Psychological Contract for Real-Time Performance 
Management of Digital Professionals?

Hypotheses

H  Psychological contract and E-leadership are not 0

significantly related.

H  Psychological contract and efficiency of RPM are not 0

significantly related.

H  E-leadership and efficiency of RPM are not significantly 0

related.

H  E-leadership does not significantly mediate the 0

relationship between Psychological contract and efficiency 
of RPM

Method

Research Design

The research follows a Quantitative research strategy with 
correlational design. The independent variable is 
Psychological Contract, the dependent variable is Real-
Time Performance Management (RPM) and the mediating 
variable is effectiveness of E-leadership 

Sample 

Purposive Sampling was used to select the sample that 
matches the requirements of the study from the population, 
as the population was indefinite and a sampling frame could 
not be made. Data was collected from 216 participants but 
only 57 responses could be considered based on the 
sampling criteria. Thus, the sample consisted of 57 digital 
professionals (29 female, 27 male, 1 non-binary) working as 
full-time (39 participants) or part-time (18 participants) 
employees, who are lead and managed by e-leaders remotely 
through AIT (advanced information technology, including 
internet and intranet portals). Frequency of interactions with 
the e-leaders via online media (email, social media, video 
chat, telephone, intranet portals, messaging apps) ranged 
from daily to once a week. Frequency of face-to-face 
interactions ranged from once a week to rarely in a year; 
some participants never met their e-leader in person. The 
digital professionals/followers in question have worked 
under the e-leader for at least one project (on-going or 
completed). Employees who work remotely as well as in the 
physical location of the organisation or the client, as well as 
freelancers were excluded. 

Tools of data collection

The following scales are used to collect data

Psychological Contract Scale (Millward & Hopkins).

A short scale of 17 items (10 items for Transactional contract 
and 7 items for Relational contract) on Psychological 
Contract was used. The scale uses a seven point Likert scale, 
from ‘Strongly disagree to ‘Strongly agree’. Principle 
Component Analysis with Varimax rotation showed 
satisfactory factor loading, providing evidence of validity of 
the items of each of the dimensions. The Cronbach alpha on 
items on Transactional Contract for employees is 0.76 and 
for Employees’ Relational contract is 0.72 (Schieven 11).

Leadership Effectiveness scale (Taj).

The original scale has six dimensions with 79 items in total, 
with test-retest reliability of 0.77, spilt-half reliability of 
0.78 (Patel). The scale uses a five-point Likert scale, ranging 
from ‘Rarely’ to ‘Always’. However, for the purpose of this 
study, items on only two dimensions, which are 
‘Interpersonal relations’ and ‘Adequacy of communica-
tions’, were used for data collection based on the theories 
and characteristics of E-leadership. 
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Efficiency of RPM.

As there are no existing standardised tools on RPM, the 
questionnaire of 17 items on efficiency of RPM, adapted 
from ‘Performance Management Evaluation Questionnaire’ 
(Kardaslarson Human Resource Consulting), ‘Employee 
Performance Management Program Survey’ (Office of 
Financial Management) and the report from Deloitte by 
Sloan et. al. is used. A pilot survey was conducted on 49 
working individuals. Significant item-total correlations 
were found.  A Cronbach Alpha of 0.87 was found. The total 
score was normally distributed.

Procedure

The questionnaire, along with an informed consent form and 
demographic sheet, was circulated through online media; 

digital professionals are difficult to reach otherwise. E-
leaders and remotely working professionals were also 
directly contacted. 

Participants took part in the research on a voluntary basis. 
They were informed about the nature, duration, and purpose 
of the study, the method and means by which it was 
conducted; all inconveniences reasonably to be expected of 
the study and the contact details of the researcher. 
Participants were asked to give their consent after a careful 
reading. They also had the right to withdraw from the study. 
Participants’ identity and their responses to the 
questionnaire were held confidential.  Care was taken not to 
harm the participants in any way. Data was safely stored on 
the researcher’s personal computer, protected by a 
password.

Results and Discussion

Table 1

 Shapiro-Wilk Test of Normality

 Statistic Df Sig. 

Leadership effectiveness .971 57 .182 

Transaction Psychological Contract  .971 57 .193 

Relational Psychological Contract  .964 57 .088 

RPM  .952 57 .025 

Data analysis was done using IBM SPSS 21. Results from 
the Shapiro-Wilk test of normality showed that the data on 
the scales of Leadership Effectiveness, Transactional 
Psychological Contract and Relational Psychological 

Contract was normally distributed. Thus, parametric tests 
were used for analysis of these variables. As the data on 
Real-time Performance management was not normally 
distributed, non-parametric tests were used for this variable.

Relationship among Leadership Effectiveness, Psychological Contract and Real-time Performance Management

Table 2

Pearson Correlation of Coefficients

 Leadership effectiveness Transaction Psychological 
Contract  

Relational Psychological 
Contract  

Leadership effectiveness  -.242  .334*  

Transaction Psychological 
Contract 

-.242  .196  

Relational Psychological 
Contract 

 .334* .196   

* p< 0.05 
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Table 3

Spearman Rank Order Correlation

 Leadership effectiveness  Transaction Psychological 

Contract 
 

Relational Psychological 

Contract

 

RPM .521**

 .025  .515**

 

* p< 0.05 **p<0.01 

Significant positive relationships were found between 
Leadership Effectiveness of E-leaders and Relational 
Psychological Contract (r = 0.334). Consistent with this 
finding, Subramanian maintains that leadership 
transparency highly influences psychological contract, as it 
fosters employee trust and openness towards employee (64). 
Cascio and Shurygailo insist that trust needs to be reiterated 
by repeatedly setting and meeting/exceeding expectations, 
with strategies such as beginning with positive social 
messages to maintain critical first impressions, setting clear 
goals for each team member and positive attitudes displayed 
by all team members (373). This finding contradicts Jung’s, 
who found that face-to-face interactions between leaders 
and followers are seen as irreplaceable in establishing trust, 
which is an important aspect of relational psychological 
contracts (60). However, with technological advancement, 
virtual platforms are contributing more effectively to 
leader’s maintenance of relational contracts. The null 
hypothesis is, thus, partially accepted.

Relational Psychological Contract and Transactional 
Psychological Contract are not related. The presence or 
absence of one is independent of the other, although both are 
components of psychological contract as a whole.

Leadership Effectiveness of E-leaders and Efficiency of 
RPM were also found to be significantly and positively 
related (r = 0.521). The characteristics of effective s

(e)leadership, such as regular, immediate and continuous 
feedback, employee-driven communication, supporting 
career development are also factors in RPM (Sloan, Agarwal 
and Garr), which indicates that effective e-leadership and 
RPM go hand-in-hand. The RPM system is likely to 

promote trust between managers and employees, 
establishing the foundation for high-performing teams 
(Baldassarre and Finken), which is one of the important 
goals of leadership in organisations. The null hypothesis is, 
thus, rejected.

A significant positive relationship exists between Relational 
Psychological contract and Efficiency of RPM (r = 0.515). s

This finding is consistent with the work of Davila and Elvira, 
who argue that absence of appropriate performance 
standards created conflict, which seems to have hampered 
psychological contracts, as performance standards are 
critical for shaping subjective perceptions of employees of 
fairness and accuracy of the appraisal system. Feedback 
interviews were seen as vital by managers in maintaining 
psychological contracts, supporting the finding of the 
relationship between RPM and Relational Psychological 
contract. Feedback interviews and real-time feedback 
provide a social space for managers to arrange ‘exchanges 
and commitments’ with employees for developing 
emotional engagements. This finding is further supported by 
Maley found that ‘exemplary’ performance appraisals by 
remote managers of in-patriate employees were linked to 
psychological contract, contributing to their retention in the 
company (17). Insufficient feedback and absence of follow-
up in the performance appraisal system lead to a negative 
psychological contract, triggering the vicious cycle of poor 
feedback. Further support for the finding is seen in the work 
of Zhang and Zhang, establishing that effective continuous 
performance communication and timely feedback seems to 
clarify psychological contract (152). RPM is, thus, related to 
Relational psychological contract, leading to the rejection of 
the null hypothesis.
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Mediation Analysis
Table 4

Mediation Analysis by Block wise regression or Hierarchial regression

Block Independent variables β T VIF R2 ΔR2 F D-W 

1 Relational Psychological contract 0.502 3.752** 1 0.204 0.189 14.080** 1.600 

2 Relational Psychological contract 
0.296 2.550* 1.126 

0.476 0.457 24.568** 
 

 Leadership effectiveness 
0.581 5.302** 1.126  

Dependent Variable: RPM  *p < .05, **p < .01
 

The findings show that the relationship between Relational 
Psychological contract and Real-time Performance 
Management can be better understood as being mediated by 
Leadership effectiveness. Regression analysis shows that, 
though significant, the strength of the prediction of RPM by 

Relational Psychological Contract (β = 0.50) is lesser than 
when mediated by Leadership effectiveness (β= 0.58). This 
suggests that first Relational Psychological Contract affects 
the perception of the e-leader's effectiveness, which leads to 
the remote worker's understanding and perception of the 
effectiveness of the Real-time Performance Management 
system. 

Figure 2. Model of the mediating effect of E- Leadership effectiveness on the 
prediction of Relational Psychological Contract of Real-time Performance Management in Remote Professionals

Leaders' actions in a virtual team are related to technological 
adaptations, trust and cooperation, which are elements of 
Psychological contract, which in turn impact performance 
outcomes. Leadership influence on technological 
adaptation, thus, provides for managing cooperation in an 
Information-communication-Technology (ICT) defined 
transitional space, where leaders lose the ability to directly 
influence workers as they do in traditional team settings 
(Thomas and Bostrom 3). 

Further, Cascio and Shurygailo insist that trust is extremely 
crucial in virtual teams, which needs to be reiterated by 

repeatedly setting and meeting/exceeding expectations 
(373). This implies that e-leaders have a major role to play in 
maintaining the relational psychological contract, which in 
turn influences performance management. Loss of trust still 
remains a concern with remote professionals (Amabile and 
Kramer), and this reiterates the importance of effective e-
leadership in maintaining psychological contracts for 
performance outcomes. The results of the study confirm the 
interaction of the given variables in the model of e-
leadership (Avolio et al. 653) discussed in the Introduction 
(refer Figure 1). Thus, the null hypothesis is rejected. 
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Conclusion and Managerial Implications

The study found significant positive relationship between 
Leadership Effectiveness and Relational Psychological 
Contracts. This implies that better e-leaders can influence 
the remote workers to go beyond transactional elements of 
the job, and build a trusting relationship, especially through 
improved interpersonal communication and positive social 
messages. 

A significant positive relationship exists between leadership 
effectiveness and Real-time performance management. 
With increasing flexibility in work arrangements and a surge 
of remote work, e-leaders can more effectively manage the 
performance of remote professionals through regular, 
immediate and continuous feedback, employee-driven 
communication and supporting career development through 
real-time performance management systems.

The perceived fairness and effectiveness of a performance 
management system depends on the psychological contract 
between the leaders and remote professionals. Thus, the fact 
that leaders need to maintain relational psychological 
contracts with their followers to maintain an effective 
performance management system, especially through social 
goal setting, clear objectives, two-way communication and 
real-time feedback, cannot be emphasized enough. 

The study does have limitations in terms of sample size, 
because of the strict sampling criteria. Future research in 
this area could include other variables extraneous to this 
study, to identify more elements of effective leadership in 
virtual teams, as well as real time performance management, 
which is an emerging performance management system.
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Corporate Social Responsibility (CSR) has gained popularity in the Indian corporate world. The 

company's annual report and corporate website has become an essential tool for CSR disclosure. The 

tobacco industry due to its inherent nature of the product is considered to harmful for the society and 

should be concerned about legitimacy of their existence. This paper studies the CSR disclosure reports of 

the tobacco manufacturing companies through their websites and annual reports. Content analysis has 

been carried out for the analysis of disclosure reports. This study provides support to the mandate issued 

by the Company's Act 2013, where in the listed company need to make full disclosure of the CSR activities 

undertaken by the companies 
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There are multiple definitions of Corporate Social 
Responsibility (CSR) and each emphasis on a common 
underpinning: the impact of business on the society and the 
expectation of the community from them. According to 
Hohnen (2007), “Corporate social responsibility (CSR) is 

also known by several other names, and these include 

corporate responsibility, corporate accountability, 

corporate ethics, corporate citizenship or stewardship, 

responsible entrepreneurship, and triple bottom line.”

There is a non-consensus amongst the corporate around the 
world regarding the activities that constitute a part of CSR. 
According to Aras, & Crowther, (2008), there are three 
guiding principles of CSR activities irrespective of the 
event: 

Ÿ Sustainability- This refers to the impact of 
immediate day actions on the future. 

Ÿ Accountability-It involves unbiased reporting of 
the firms' operation and its impact on the 
environment to the stakeholders.

Ÿ Transparency- This highlights the firm's openness 
about the activities carried out by the firm. This 
principle is complementary to the other two 
principles since all the operations of the firm are 
made evident to the stakeholders.

All the three principles impact the CSR reporting done by 
the firm, and CSR reporting is considered to be an effective 
way to highlight how a firm's activities are affecting both the 
internal and external environment (Medrado, & Jackson, 
2016).

There are multiple ways in which individuals react to the 
CSR activities of a company. Individuals not only buy more 
products but may also seek employment in the company or 
invest in the company that indulge in CSR activities (Sen, 
Bhattacharya, & Korschun, 2006). Most of the companies 
include CSR details in their annual reports and on the 
company websites as well. Any form of disclosure about 
CSR related activity from the company amounts to 
communication. CSR communication is an emerging field 
of research, with a plethora of studies conducted on CSR 
disclosure through annual reports, websites and CSR 
advertisements ( .Neu, Warsame, & Pedwell, 1998)
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This study uses legitimacy theory to study the tobacco 
industry and the use of their website for disclosure of CSR 
reports. It examines the use of different sections of the site 
and the type of information imparted through the various 
parts of the websites. Content analysis has been used to find 
the important CSR themes that the companies address in 
their CSR disclosure reports. 

Literature Review

Corporate Social Responsibility

Corporate Social responsibility (CSR) has been defined as 
“the responsibilities, duties, or obligations of corporations 
as social institutions” (Dillard, & Murray, 2012).  Corporate 
responsibility includes sustainability, sustainable 
development, environmental management, business ethics, 
philanthropy and community investment, worker rights and 
welfare, human rights, corruption, corporate governance, 
legal compliance and animal rights (Dillard, & Murray, 
2012).  

While proposing the CSR Rules under Section 135 of the 
Companies Act, 2013, the Chairman of the CSR Committee 
mentioned a guiding principle.  "CSR is the process by 
which an organization thinks about and evolves its 
relationships with stakeholders for the common good, and 
demonstrates its commitment in this regard by adoption of 
appropriate business processes and strategies. Thus CSR is 
not charity or small donations. CSR is a way of conducting 
business, by which corporate entities visibly contribute to 
the social good. Socially responsible companies do not limit 
themselves to using resources to engage in activities that 
increase only their profits. They use CSR to integrate 
economic, environmental and social objectives with the 
company's operations and growth" (PwC, 2013)

Social Responsibility Disclosure 

Most of the corporates communicate about their social 
responsibility activities in the form of social responsibility, 
sustainability or corporate citizenship reports (Dillard, & 
Murray, 2012).    

According to Gray, Owen, and Adams  (1996), CSR 
disclosure has been defined as a “process of communicating 
the social and environmental effects of organization's 
economic actions to particular interest groups within the 
society and the society at large."  It mainly focuses on the 
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disclosure of information about the company's activities on 
society (Castelo & Lima, 2006). 

Corporations needs to communicate about their activities 
because they exist in society, and  they are affected by the 
society (Deegan, Rankin, & Tobin, 2002; Farook and Lanis, 
2005). Legitimacy theory is amongst the several system 
oriented theories that explain this perspective. These system 
oriented theories propose that corporations want to 
legitimize their activities and sustain in the society (Farook 
and Lanis, 2005; Gray, Kouhy, and Lavers 1995; Polonsky, 
Schuppisser, and Belona, 2002).

Legitimacy Theory and CSR Disclosure

Legitimacy theory is based on the notion that there is a social 
contract between the organization and society. The 
organization seeks legitimacy from the community and the 
various members of the society (Deegan, et al., 2002; Farook 
and Lanis 2005; Ramanathan, 1976; Roberts, 1991). 
Legitimacy theory was developed from the concept of 
organizational legitimacy which has been defined as "a 
condition or status which exists when an entity's value 
system is congruent with the value system of the larger 
social system of which the entity is a part. When a disparity, 
actual or potential, exists between the two value systems, 
there is a threat to the entity's legitimacy” (Dowling and 
Pfeffer, 1975). With the growth of the economy, the 
stakeholders of corporate became aware of the adverse 
effects that accompany the growth. Consequently, it has 
become imperative for corporates to concentrate on their 
social performance to gain legitimacy in society. 

Companies face the threat of legitimacy if the behavior is 
against social norms and values. Companies that have a 
more significant impact on the society and environment are 
expected to disclose their environmental and social effects to 
secure their social legitimacy (Branco, and Rodrigues, 2006; 
Donovan, 2002). Non-mandatory CSR disclosures made by 
the companies are considered to be better than the 
mandatory disclosures because non mandatory disclosures 
reflect the ethical values of the company (Lewis and 
Unerman, 1999).

The disclosure of relevant information by corporations may 
be affected by the interaction they have with the various 
stakeholders. Neu, Warsame, & Pedwell, (1998) suggested 
that the voluntary disclosures by companies might help them 
in maintaining good relationships with the stakeholders. 

Companies' failure to report the spending on CSR activities 
would make it difficult to get legitimacy from its 
stakeholders. Therefore, companies need to report their 
activities to show that they are complying by the 'social 
contract' (Farook and Lanis 2005; Newson and Deegan 
2002). 

Corporate disclosures help the company in their survival and 
companies take only limited actions concerning disclosures. 
Companies are found to make a higher level of disclosures 
only when the stakeholders take an interest in the activities 
of the company (Deegan et al., 2002).

Companies use different mediums to communicate about 
their CSR activities including sustainability or CSR reports, 
advertising campaigns in print, television, press release, and 
the internet (Lober, Bynum, Campbell, & Jacques, 1997; 
Line, Hawley, & Krut, 2002; Esrock and Leichty, 1998 and 
Esrock and Leichty, 2000). CSR has become famous for the 
corporate world, particularly for companies that have a bad 
reputation (tobacco, breweries and oil industry) and these 
companies try to improve their image through CSR activities 
(Yoon, Gürhan-Canli, & Schwarz, 2006). 

Tobacco Manufacturing companies, CSR and disclosure or 
companies that belong to industries such as tobacco 
manufacturing, CSR activities are considered antithetical to 
CSR. Tobacco manufacturing companies are considered to 
be firms in controversial industries because of the nature of 
the product that they manufacture (Cai, Jo, & Pan, 2012).  
These companies are engaged in the manufacturing of 
products that are harmful and lethal. It is difficult to believe 
that these companies can be socially responsible (Palazzo, & 
Richter, 2005).

Companies operating in the tobacco industry have to fight 
harder for gaining legitimacy. It is found that regular CSR 
activities contribute little in legitimizing the existence of 
these companies. Hirschhorn (2004) suggests that anti-
tobacco bodies should continue with their thrust for a ban on 
smoking and higher taxes on tobacco. Finally, he adds a 
remark for the public, cautioning them against being 
uncritical to the CSR programmes undertaken by the 
tobacco companies. The consumers do not readily accept the 
authenticity of the CSR activities by the tobacco companies. 
They see the CSR activities by tobacco companies as 
manipulative and as a means to validate their existing 
operations (Alakent & Ozer, 2014; Harizan, & Hamid, 
2016).
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CSR activities give all the companies a chance to project 
themselves to be socially responsible. Tobacco companies 
can also develop CSR programmes and portrait to be 
socially responsible. This is true in spite of the fact that use 
of tobacco is the world's leading cause of preventable death. 
CSR activities provide a way to avoid the ban imposed on an 
advertisement of tobacco product and reach out to various 
audiences (Fooks, 2012).

There are many countries including Sweden, Norway, 
Denmark, France and Australia who have mandatory CSR 
reporting. However, in 2013, the Indian government went a 
step further and made CSR activities a mandate. Section 135 
of the Companies Act, 2013 says that “every company, 
private limited or public limited, which either has a net 
worth of Rs 500 crore or a turnover of Rs 1,000 crore or net 
profit of Rs 5 crore, needs to spend at least 2% of its average 
net profit for the immediately preceding three financial 
years on Corporate social responsibility activities.” The 
companies that are liable to spend on CSR activities are 
required to include a report on their CSR activities in the 
Annual Report. The report should contain the following 
details: 

Ÿ A brief outline of the company's CSR policy 
including the overview of projects.

Ÿ Programs proposed to be undertaken  

Ÿ A reference to the web-link to the CSR policy, 
plans, or program.

Ÿ Details of the CSR committee

Ÿ Average net profit of the company for the last three 
financial years

Ÿ Prescribed CSR Expenditure (2% of the amount of 
the net profit for the previous 3 fiscal years)

Ÿ Details of CSR Spent during the fiscal year

Ÿ In case the company has failed to spend 2% of the 
average net profit of the last three financial year, 
provide reasons thereof;

Due to this change in the business context, the listed 
companies in the tobacco industry need to disclose their 
CSR activities. However, this is a two-edged sword for 
tobacco companies. It is likely that the effort put is CSR 
disclosures would become futile, but these companies don't 
have a choice but to talk about the CSR activities. Palazzo, & 
Richter, (2005) has proposed three levels of CSR 
performance. The instrumental level refers to a 

corporation's capacity to deliver offerings of quality; the 
transactional level refers to a corporation's conformity with 
promises and laws, and the transformational level refers to 
the firm's contributing to the well-being of society. They 
have further suggested that such companies should engage 
more in the CSR performance at transactional level rather 
than getting involved in the transformational return. This 
strategy will portray the companies as an authentic company 
that is at least not claiming to be a good Samaritan.

Internet and Annual Reports as a source of Corporate 
Social Responsibility disclosure 

There has been a growth in research on the use of the internet 
as a tool for communication with stakeholders (Esrock & 
Leichty, 1998, 2000; Williams & Pei, 1999; Maignan & 
Ralston, 2002; Patten, 2002;  Douglas, Doris, & Johnson, 
2004). The internet is considered to be different from other 
media vehicles because it allows communication 24 by 7 
without any restrictions and the stakeholders can choose the 
information they are interested in availing. Further, it also 
allows two-way communication between the company and 
stakeholders in the form of feedback (Castelo & Lima, 
2006). The internet is found as a source which can have 
multiple sections, subsections meant for different target 
audiences (Esrock & Leichty, 1998; 2000)

Annual Reports have been a source of information about the 
social responsibility activities undertaken by the corporate. 
There are several reasons for focussing the yearly reports. A 
company's annual report is its primary tool of 
communication with the stakeholders, and it is also an 
essential tool for creating a social image (Gray et al., 1995). 
Neu et al. (1998) argued that annual reports are used as a tool 
to manage external relationships with the stakeholders 
because it is considered to be credible and is not associated 
with other communication mix used by the company. The 
credibility of annual reports is also warranted because it 
contains financial statements and auditors are required to go 
through such reports. Douglas et al. (2004) conducted a 
comparative study of CSR disclosure reports of Irish firms 
on their websites, with their annual reports. It was found that 
corporate use their sites more than their yearly statements of 
corporate disclosure. The literature review suggests that the 
websites are an excellent medium for disclosure of 
information. 

There are minimal studies that have studied the tobacco 
industry and their CSR activities in India. The raising voices 
of social activists against the tobacco manufacturing 
companies, the imposition of increased taxes and the 
mandate issued by the WHO to use a pictorial message on 
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the packet of tobacco product, makes it essential for the 
tobacco manufacturing companies to legitimize their 
activities. CSR activities and their disclosures have been 
identified as a medium to gain legitimacy from the society. 
This study tries to assess how the tobacco manufacturing 
companies are using their website for disclosure of their 
CSR activities.   

Objectives  of  the  Study

The Legitimacy theory suggests that companies try to gain 
acceptance in the society by publishing different reports. 
CSR disclosure can be one of the ways to gain legitimacy 
from the various stakeholders. There are a few companies 
that have been making CSR disclosures even before the 
introduction of Section 135 of the Companies Act 2013. This 
section made it mandatory for the companies to report their 
CSR activities in their annual reports. Further, it is believed 
that the mandate to inform about the CSR activities would 
lead to an increase in the CSR disclosures done by the 
companies.

There can be different types of CSR activities that the 
companies can indulge in; the BSE's sustainability index and 
Section 135 of the Companies Act 2013, identifies some 
CSR goals in which the companies can put in the CSR funds. 
The CSR goals have been identified so that society gains 
maximum benefit from the company's CSR activity. No 
study maps the CSR Commitment, CSR initiative, and CSR 
performance. There needs to be a study that identifies the 
CSR goals and outlines the progress of the companies 
towards the fulfillment of the goal.

Based on the literature review and the research gaps, the 
following have been identified as the research objective of 
this study:

Ÿ To study the usage of the corporate website and 
annual reports for CSR disclosure.

Ÿ To map the progress of companies towards the 
achievement of the CSR goals through CSR 
initiatives and CSR results.

Methodology

Sample selection:

This study has been conducted on tobacco manufacturing 
companies in India. Both listed and unlisted companies can 
do CSR disclosures. Therefore, all the tobacco 
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manufacturing companies in India has been considered for 
the study. Due to the incorporation of the company's act, 
2013, the disclosure of CSR related information would be 
more for the companies listed with the Bombay Stock 
Exchange.  Therefore a great deal of importance has been 
given to the listed companies.

Data Source:

The research is descriptive, and the data has been collected 
from secondary sources.  The data about the CSR Disclosure 
has been collected from the corporate website of tobacco 
manufacturing companies. The information regarding the 
five themes and 35 CSR goals has been identified from the 
annual reports and CSR reports on the various sections of the 
website. 

Data Collection and Analysis.

To conduct the study, the corporate website of companies 
was identified using the google search engine. Further, the 
sites were searched for CSR-relevant information in the 
form of content of corporate websites, corporate annual 
reports, sustainability reports, press releases and all other 
materials available on the company's websites. The data 
collection was done from September 2018 to December 
2018.

The analysis of data was done using content analysis 
method; this is a popular method used in research on CSR 
disclosure and environmental reporting (Gray et al., 1995; 
Milne and Adler, 1999; Holder-Webb, 2007; Holder-Webb 
et al., 2009; Grosbois, 2012). The content of the websites 
was coded for the variables. The different methods used for 
CSR communication was identified from previous literature 
(Wanderley et al., 2008; Grosbois, 2012)

These methods include the following:

a. A separate CSR report or section of the annual 
report 

b. Part of the website devoted to CSR explicitly

c. Section of the website introducing the company 
(info, awards, mission, values, history)

d. Career section that has some reference to CSR 

e. Press releases about CSR activities

f. Newsletters/magazines/blogs for employees, 
partners or customers.

g. Availability of a Code of Ethics 
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h. Details of CSR Projects 

i. Information on CSR Project Results 

j. CSR Partnerships with companies, NGOs and/or 
governments 

k. Social Reports, such as GRI, etc

l. and the expression CSR or similar issue 
(Sustainable Development or Environmental 
Responsibility) on the homepage of the corporate 
website.

The use of each method of communication was recorded for 
each company as a binary variable (used versus not used).

Secondly, a framework of five themes and thirty-five CSR 
related goals has been developed from the principles of 
sustainability report, and CSR from the Global Initiative 
Report (GIR) and the BSE sustainability Index and the 
company Acts 2013. The five themes identified for the study 
are Environmental goals, Society/community wellbeing, 
Economic Prosperity, Human Rights and Consumer 
Protection Services.  The list generated includes items that 
are similar in nature or a sub theme of a broader goal. GIR 
consists of a theme dedicated to get to economic goals as 
well, but it has not been included in this study because the 
section 135 of Company's Act 2013 has mentioned the 
activities that can be identified as a CSR activity. The table 
containing the details of the themes and the CSR related 
goals are presented in Table 1. 

The company's efforts to fulfill the CSR related goals were 
mapped by recording the following information: if the 
company has explicitly mentioned a commitment statement, 
the initiatives the company has taken to achieve the CSR 
goals and the progress report about the achievement of the 
CSR goal. This approach allows us to identify the companies 
that provide a detailed description of its CSR initiatives from 
those companies that do not communicate about the details.

Results and analysis

It is found that out of 79 tobacco manufacturing companies 
only 16 companies have their website. Out of 16 companies, 
6 companies are listed with the Bombay Stock exchange, 
and 10 companies are unlisted. It is found that companies 
that are listed with an exchange have to be vigilant since the 
stakeholders scrutinize their activities closely. However, it is 

found that out of the six listed companies, 3 of them do not 
include any information about their CSR activities. One of 
the listed companies have gone ahead and clearly stated that 
since the company's size or profit does not fall under the 
category of companies who have to invest in CSR activities, 
they are not making any contribution to CSR.

Out of the 16 companies that have their website, 11 
companies have provided some CSR related information. 
There is a variation in the amount and type of information 
disclosed by these companies. The sections of website used 
to disclose CSR related information are: about us section 
(used by 10 companies), CSR-devoted section (used by 10 
companies), press releases (used by 4 companies), annual 
report (used by 3 companies); newsletters/magazines/blogs 
for employees, partners or customers (used by 2 companies) 
and career/job opportunities section (used by 2 companies).

Companies have not restricted themselves to use of a single 
method of providing CSR related information. Although 
there is no relation between the number of methods used for 
disclosure and quality of disclosure, it does indicate the 
importance given to the disclosure of CSR related 
information (Gray et al., 1995). Figure 1 shows the different 
methods of disclosure (different types of website sections) 
used by tobacco manufacturing companies.

Figure 1 Number of methods 
used by companies on their websites
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Out of the companies analyzed, 5 companies have not 
provided any information about any CSR initiatives 
taken by them and 3 of these companies are listed 

companies. 2 of the companies have used 6 methods 
for the disclosure, and both these companies are listed 
with the Bombay Stock exchange.  

As seen in Figure 2. the analysis of online CSR 
communication method adopted by companies, results in 
recognizing four types of companies:

i. The first set of companies comprises of the 
companies which provide a separate CSR report or 
have a section devoted to CSR initiatives in their 
annual reports. These companies are different from 
the rest because they take the effort to disclose their 
CSR initiatives to the stakeholder at the same time 
every year. The disclosure provides an opportunity 
to make a comparison of how there has been a 
change in the company's CSR initiatives.  

ii. The second set of companies is of those who have a 
separate section devoted to CSR on their website. 
This means that these companies give importance 
to CSR  activities and want to keep the stakeholders 
informed about those activities explicitly. These 
companies also use a different method of disclosure 
on the website simultaneously. From the above-
listed companies, 6 companies are using the section 

devoted to about us to talk about their CSR 
activities.

iii. The third set of companies is of those who have no 
CSR report, or a section devoted to CSR in annual 
reports or a separate section website dedicated 
solely to CSR Activities. These companies mention 
their CSR goals on any part of the website. From the 
above set of companies, there is only one such 
company which uses only its' 'about us' section to 
talk about its CSR initiatives.

iv. The last set of companies comprises those 
companies that do not take any initiative to disclose 
their CSR activities. Surprisingly three listed 
companies fall in this category.

The second objective of this study is to map the progress of 
companies towards the achievement of the CSR goals 
through CSR initiatives and CSR results. To fulfill this 
objective data was collected about reporting of the 35 CSR 
goals and the company's commitment towards the goal. The 
results of the data collection are presented in Table 1. 

Figure 2. Types of companies on the basis of CSR Disclosure
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    2017-18

 Theme/goal Commitment 
Statement 

Initiatives 
to fulfil goal

Evaluation and 
results of the 
initiatives

     1

 

Environmental goals

   

 

Mitigate the impacts of climate change/reduce CO2

 

or

 

greenhouse gases 
emissions/minimize carbon footprint

 

1

 

1 1

Protection of Flora and Fauna

 

2

 

2 1

Use renewable energy sources/produce own clean energy

 

1

 

1 1

Reduce water consumption

   

Waste reduction and recycling

   

Good Agricultural pract ices and Agroforestry

 

3

 

3 2

Animal Welfare

 

1

 

1 1

Maintain Quality of soil

 

1

 

1 1

Water and Air Cleanliness

   

Total CSR 
Goals

 

9

 

6

 

6 6

2

 

Society/community wellbeing

   

 

Eradicating hunger and malnutrition

 

1

 

1 1

Preventive health care 

 

5

 

4 2

Organizing Health Camps 4 4 2

Making Sanitation better, 5 4 4

Protection of national heritage, art and culture including restoration of building and sites of 
historical importance and works of art; setting up public libraries; 

2 2 1

Empowering women, setting up homes and hostels for women 2 2 2

Setting up old age homes and day care centres for senior citizen

Promoting education, including special education and employment enhancing vocational 
skills especially among children, women, and elderly

8 8 6

Enhancing Vocational skills 2 2 2

119

Table 1. Number of tobacco manufacturing companies that report CSR commitment, 
initiatives and results

  

 
 

   

 
 

  

Training to promote rural sports, nationally recognized sports, Paralympic sports and 
Olympic sports

 

2

 

1 1

Measures for benefits of armed forces veterans , war widow and dependents

   

Relief Work for Disaster Management 1 1

Enhancement of Workplace 1 1 1

Promoting  livelihood enhancement projects 3 3 2

Promotion and development of traditional arts and handicrafts;

Total CSR 
Goals

15 12 12 11

3 Economic prosperity

Job Creation and local employment 1 1

Eradication of poverty

Contribution to technology incubators at the central universities

Rural development project 4 4 3
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Slum area development.
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backward groups

Total CSR 
Goals

2 0 0 0

5 Product Responsibility

Customer Health and Safety

Product and Service Labeling

Providing effective consumer grievance redressal mechanism.

Responsible products/healthy product choices

Total CSR 
Goals 4 0 0 0

  
  

   

  

Total CSR 
Goals

5 2 2 1

4 Human Rights 

Contribution to relief fund for socio economic development of the scheduled 

castes, minorities, and women

Measures to reduce the inequalities faced by socially and economically 

This table identifies the different CSR goals that the 
companies have mentioned in their commitment statement, 
the initiatives that the companies have taken to fulfill the 
efforts and the results that the companies have achieved 
from their initiatives as mentioned on their website.

The sample consisted of all the companies that have their 
websites and have used some section of the website for CSR 
disclosure. It is not mandatory for the unlisted companies to 
publish annual reports, so devoting some part of the website 
for CSR disclosure is an alternative medium that can be used 
by these companies.

Discussion 

The results from this study provide some exciting 
highlights. It is believed that the companies that are listed 

with the stock exchange would undertake some CSR activity 
and disclose about it. However it is found that three of the 
listed companies do not make any attempt to take CSR 
activity, therefore no disclosure is needed. In addition to this, 
it is also found that some of the companies which are not 
listed, and there is no mandate on them, are involved in CSR 
activities and are disclosing about them on their website. 

Further from the analysis of Table1 and Table 2. Some 
insights can be drawn with reference to the five CSR goals 
and the companies' progress towards achievement of CSR 
goals: Table 2 shows the comparison between the CSR 
activities that are undertaken by listed companies versus 
unlisted companies
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Table 2: Comparison between CSR activity disclosure of 
listed and unlisted tobacco Manufacturing companies 

Listed Companies Unlisted Companies

2017-18 2017-18
Theme/goal

Commitment 
Statement 

Initiatives 
to fulfil 

goal

Evaluation 
and 

results of 
the 

initiatives

Commitment 
Statement 

Initiatives 
to fulfil 

goal

Evaluation 
and 

results of 
the 

initiatives

1 Environmental goals

       

Mitigate the impacts of climate change/reduce 
CO2

 

or greenhouse gases emissions/minimize carbon 
footprint

 

1

 

1

 

1

 

- - -

Protection of Flora and Fauna

 

1

 

1

 

1

 

1 1 0

Use renewable energy sources/produce own clean 
energy

 

1

 

1

 

1

 

- - -

Reduce water consumption

  

-

  

-

  

-

 

- - -
Waste reduction and recycling

  

-

  

-

  

-

 

- - -
Good Agricultural practices and Agroforestry

 

2

 

2

 

2

 

1 1 0

Animal Welfare

 

1

 

1

 

1

 

- - -
Maintain Quality of soil

 
1

 
1

 
1

 
- - -

Water and Air Cleanliness
  

-
  

-
  

-
 

- - -

Total CSR 
Goals

9 6  6  6  2 2 0

2 Society/community wellbeing

 
   Eradicating hunger and malnutrition

 

1

 

1

 

1

 

- - -

Preventive health care 

 

2

 

2

 

2

 

3 2 0

Organizing health camps

 

1

 

1

 

1

 

2 3 1

Making Sanitation better

 

3

 

3

 

3

 

2 2 1

Protection of national heritage, art and culture 
including restoration of building and sites of 
historical importance and works of art; setting

 

up 
public libraries

 

1

 

1

 

1

 

1 1 0

Empowering women, setting up homes and hostels 
for women

 

1

 

1

 

1

 

1 1 1

Setting up old age homes and day care centres for 
senior citizen

  

-

  

-

  

-

 

- - -

Promoting education, including special education and 
employment enhancing vocational skills especially 
among children, women, and elderly

2

 

2

 

2

 

6 6 4

Enhancing Vocational skills 2 2 2 - - -

Training to promote rural sports, nationally 
recognized sports, Paralympic sports and Olympic 
sports

1 1 1 1 1 1

Measures for benefits of armed forces veterans , war 
widow and dependents - - - - - -

Relief Work for Disaster Management - - - 1 1 0

Enhancement of Workplace 1 1 1

 

 

- - -

Promoting  livelihood enhancement projects 1 1 1 2 2 1

Promotion and development of traditional arts and 
handicrafts - - - - - -
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Rural development project 

 

1

 

1

 

1

 

3 3 2

Slum area development. - - - - - -

Total CSR 
Goals

5 1 1 1 2 2 1

4 Human Rights 

Contribution to relief fund for socio economic 
development of the scheduled castes, minorities, and 
women

- - - - - -

Measures to reduce the inequalities faced by socially 
and economically backward groups - - - - - -

Total CSR 
Goals

2 0 0 0 0 0 0

5 Product Responsibility
Customer Health and Safety - - - - - -

Product and Service Labeling - - - - - -

Providing effective consumer grievance redressal 
mechanism - - - - - -

Responsible products/healthy product choices - - - - - -

Total CSR 
Goals

4 0 0 0 0 0 0

   

 
   

       

Total CSR 
Goals

15
10 10 10 10 10 7

3 Economic prosperity
Job Creation and local employment - - - 1 1 0

Eradication of poverty - - - - - -

Contribution to technology incubators at the central 
universities - - - - - -

Environmental goals

There are 9 sub-goals under the environmental goal section, 
and companies have chosen 6 of the sub goals as a part of 
their CSR activity. “Good Agricultural practices and 
Agroforestry, as a CSR goal is the most preferred CSR 
activity, this can be because the tobacco industry is 
dependent on the cultivation of tobacco plant. It is also 
observed that the unlisted companies (2) have taken the 
initiative for CSR activity but have not provided any details 
of the results of the action taken. It is found that the though 
the companies have mentioned their commitment towards a 
specific goal, this does not ensure that the company would 
take the initiative to fulfill the purpose or present a report on 
the fulfillment of the goal.

Society or Community Wellbeing

This CSR goal has got maximum attention from the 
companies, with 9 companies mentioning one of the 15 
goals as their CSR initiative. It is observed that Health care 
and sanitation and education for children and women got 
maximum attention from the companies. The content 
analysis of the reports of the CSR activities revealed that 

most of the companies carry out through the foundation set 
up by the companies. There is no information about the 
progress of the schools set up by the companies to provide 
education to children and women. The disclosure made by 
the unlisted companies is impressive, 6 companies have 
undertaken promotion of education as CSR activity, and they 
have also provided details of the results from the initiative 
taken.

Economic Prosperity 

This CSR goal has only 4 and; there are 6 companies that 
have undertaken economic prosperity as their CSR goal. All 
six companies focus on employment and job creation as their 
primary goal. Since the tobacco industry is dependent on 
farmers for cultivation of tobacco, the companies focus on 
locals to work on the farms. The employment of locals helps 
the company as well since it helps them to achieve their CSR 
goals.

Human Rights

This CSR goal has received more attention from the unlisted 
companies in comparison to the listed company. The rural 
development project is the most preferred CSR goal, with 3 
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unlisted and 1 listed company investing their funds in this 
area.  The companies have mentioned these CSR goals in 
their commitment statement and have also referred to the 
initiatives taken by the company to fulfill these goals. 
However, some of the companies have not reported any 
result of the effort taken by the company.

Product Responsibility

This CSR goal has not received attention from the BSE 
sustainability programme. The government of India has 
given importance to this CSR goal. This goal is in 
consistency with the goals by the Global Reporting Initiative 
(GRI) which has mentioned product responsibility as one of 
the vital goals. Surprisingly, one of the companies has taken 
the initiative to fulfill this CSR goal. The fundamental nature 
of product manufactured by the tobacco is harmful; hence 
none of the companies have taken any action to undertake 
this CSR goal.

The analysis of website and annual reports also suggests that 
amongst the six listed tobacco manufacturing companies 
(Godfrey Phillips India Ltd., Golden Tobacco Ltd., Indian 
Wood Products Company Ltd., ITC Ltd., NTC Industries 
Ltd., and VST Industries Ltd), the ones that fall under the 
category of company that need to undertake CSR activity are 
found to disclose the CSR activity. Since there is a mandate, 
the listed companies on whom the CSR act 2013 is not 
applicable, do not undertake any CSR activity. 

The results support the legitimacy theory which suggests 
that companies would take measures to present a socially 
responsible image. It is also evident from literature 
companies that have higher visibility among consumers 
exhibit more significant concern to improve their image by 
CSR disclosures through annual reports and websites 
(Castelo & Lima, 2006; Patten, 1992). The three companies 
(ITC, Godfrey and VST industries Ltd) are big brands, and 
they have been undertaking CSR activities on a large scale.

Both listed and unlisted companies have used their corporate 
websites to disclose their CSR activities. The listed 
companies have also used their annual reports for revealing 
the details related to the operation by the companies.

Conclusion

CSR has been defined differently; however, the main crux is 
on the activities that the companies undertake and its impact 
on society and stakeholders. The disclosure of the CSR 
activities is an essential instrument of communication 

between the company and community. In this study, the use 
of the corporate website and annual reports of the company 
has been studied to identify the CSR goals that the 
companies have undertaken. The sample of tobacco 
manufacturing companies has been analysed, this industry 
was selected because it is under scrutiny due to the 
fundamental nature of products manufactured by them. The 
results indicate that all the companies do not take CSR 
activities without the issuance of a mandate. A look at results 
also shows that the website is being widely used as a medium 
of communication used by the companies. The progress of 
companies towards the achievement of the CSR goals has 
been mapped through the CSR activity mentioned, the CSR 
initiatives taken and reports about the CSR results. The 
companies that do not go through all the three phases may 
have several reasons for doing so like they do not collect the 
data or think that reporting of the performance would not be 
helpful for them (Castelo & Lima, 2006). It is also evident 
that the companies that are more visible to the public have 
attempted disclosure of CSR reports. This finding is in line 
with what is proposed by the legitimacy theory. The public 
companies are taking higher initiative to meet the mandate 
issued by the government of India, and avoid adverse 
reaction from the stakeholders. 

This study indicates a need for a more specific CSR 
disclosure report by the companies. The Government of 
India needs to have a regulatory body that keeps a check on 
the CSR spends and proper reporting of the CSR disclosure. 
This disclosure will help in allocation of funds amongst all 
the 5 major CSR themes developed with the help of GRI and 
Sec 135 of the Companies Act 2013. A few of themes have 
received more allocation whereas some of the themes have 
been completely ignored.

The study is subject to certain limitations. The study is based 
on a single industry which has a small sample size. The 
industry has undertaken for the study tobacco industry 
whose products are detrimental to health; hence it becomes 
difficult to prove the legitimacy of the activities of the 
company. Secondly, the study is based on a single theory 
(Legitimacy theory) which does not limit the application of 
other theories. The use of other theory (Stakeholder's 
theory) can be applied, and the difference can be analyzed.

There is scope for further study by including interaction with 
the management to find out the reasons for CSR disclosure 
and validate the application of Legitimacy theory. Several 
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variables may affect the CSR disclosure by the company like 
the size of the company, brand equity, age of the company, 
etc. Research can also be conducted to find out the variables 
that impact the CSR disclosure by the company.
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