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From The Cditors Desk

It is our immense pleasure to present to our readers the 31* Issue of DIAS Technology Review. Stock markets
are the harbinger of economic growth as their movements indicate the pulse of an economy. Any
macroeconomic incident occurring anywhere affects global stock markets as a whole and steers portfolio
investors to reframe their investment strategies. The spread and contagion of an economic event changes the
investment prognosis, leading to either shift of capital or the flight of capital from one country to another. Similar
happened when the financial crisis of 2008-2009 took place. In the research article The Integration of Indian
and US Stock Market Returns Before, During and After the Financial Crisis, authors have examined the
relative strength of Indian stock market with indices of US stock markets. They have identified the significant risk
reduction benefits available to investors creating portfolios with US Stocks and Indian Stocks. They have also
explored the spillover effects of this financial crisis by studying the relationship between SENSEX, S&P 500 and
NASDAQ, which exhibited steep decline with prominent levels of risk in all the markets.

The Fourth Industrial Revolution offers smart technology of interrelated computing devices, mechanical and
digital machines provided with an ability to transfer data over a network without requiring human-to-human or
human-to-computer interaction. The increased automation, improved communication and self-monitoring
technology facilitate access of services, at any time and at any place augmenting customers' satisfaction. But
whether the users are ready to adopt and adapt the technology is still debatable. The author in her study Effect
of Technology Trust, Self Efficacy and Technology Anxiety on Intention to Use Self Service Technology:
A Study of e-ticketing Service of Indian Railways has investigated the relationship between the factors
namely technology trust, technology anxiety and self efficacy and the willingness of Indian adults for using e-
ticketing facility, in the process of getting railway ticket reservations. The privacy and security of personal
information while making transactions online, reduces technology anxiety and builds technology trust, which
helps in motivating the consumers to use this channel.

To make a common undivided market and stronger economy, the cascading effect of tax on the cost of goods
and services should be reduced. For this purpose a comprehensive value added Tax on the supply of Goods and
services (GST) replacing all the indirect taxes, has been introduced in India. Unlike most nations India has five
distinct tax rates on products and a dual-tax regime. In the research paper GST in India and Australia — A
comparison, the author has investigated the political process undertaken to implement the GST in India. The
article also compares India's GST with Australia's GST, which has only one GST rate of 10%. The author
construes that currently India's GST too complex and simplification similar to Australia's, is required for its
general acceptance.

The environmental uncertainty and ambiguity at every juncture of business today, is making organizations
perplexed. A compulsion of strategic changes for designing compatible internal architecture has emerged
before the firms to attain better organizational performance. In an empirical study Organizational
Retrenchment & Downsizing Strategy: Panacea or Pain, the authorquizzes whether retrenchment and
downsizing is a right strategy for achieving organizational goals in Information Technology industry in India. The
author has attempted to find out how recurrent lay-offs in IT organizations in India are influencing their financial
performance as well as the citizenship behavior related to employees' performance. Not only operational
strategies, but effective human resource management is also an important determinant for organizational
growth path. Appropriate policies for managing, motivating and retaining the employees help in boosting work
motivation, the core of organizational performance. In the research article A Study of HRM Strategies with
Special Reference to Managerial Effectiveness, Work Motivation and Employee Engagement in Indian
Insurance Companies, the author has delved deeper to ascertain the relationship between a dynamic work
force culture, a suitable motivation system for encouragement/rewarding employees and a positive mindset
leading to commitment of employees in Indian insurance companies. The empirical study made on 325
employeesconfirms that managerial effectiveness and employee engagement are continuous process. The
research provides significant insights to the insurance companies in India to reassess their HRM practices
instead of just human resource mapping.

In the Indian securities market institutional investments play a prominent role. The research article Feedback
Trading by Institutional Investors in Indian Stock Market: An Analysis of Foreign and Domestic
Institutional Investors, investigates the trading behavior of foreign institutional investors (Flls) and domestic
institutional investors (Dlls) in relation to Indian stock market returns as signified by SEBI. The author found Flls
acting as positive feedback traders and Dlls acting as contrarian investors. A positive response of the
investments by DllIs has been explored towards monthly returns of Sensex, whereas the FlIs response depends
upon momentum trading activities and gets significantly influenced by the investment decisions of Domestic
Institutional Investors.

Presence of various market anomalies in stock markets substantiate the stock market findings with the primary
survey of practitioners and regulators. Inthe Doctoral Abstract Stock Market Anomalies: An Empirical Study
in Indian Context the researcher has tested the interplay and relevance of five market anomalies namely, size,
calendar, value, liquidity and standardized unexpected earning in Indian stock markets.

In our endeavor of enlightening our cherished readers with latest knowledge, we are convinced that this new
edition of DIAS Technology Review will, as usual prove enticing and informative.

Regards,

Dr. Anju Batra
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Abstract

There are significant risk reduction benefits that are available if investors create portfolios that include both US and Indian Stocks.
However, during financial crisis the correlation between Indian and US stock indices is high implying that risk reduction benefits

vanished when there was market turmoil. In other words, due to contagion effect all markets displayed steep declines with elevated
levels of risk.

Keywords: Return, Risk, Diversification, Global Financial Crisis, Contagion, Correlations
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THE INTEGRATION OF INDIAN AND US STOCK MARKET RETURNS BEFORE, DURING AND AFTER THE FINANCIAL CRISIS

INTRODUCTION

The financial markets all over the world, especially Indian
SENSEX, are slowly opening their equity markets to direct as
well as indirect foreign investors. Indirect investors include
portfolio investors as well as other agencies. This type of
increased globalization and development has made the
countries prone to international crisis as the risk of the flight of
capital increases. Therefore, the focus on return on
investments and risk increases as investors look for country
specific news and events and resultant shift of capital from one
country to another (Angkinand et al. 2010). Some authors
such as Frank and Hesse (2009) studied “spillover” effects of
the crisis from developed markets to the emerging markets
highlighting safety concerns of the international investors in
transferring money from the emerging nations.

The linkage between the US stock markets (Standard and
Poor'sIndexand NASDAQ) and Indian Stock Market (SENSEX)
isbroadly explained by Dhankar and Kumar (2006) as a Market
risk rather than a non-market risk where a change in the US
Federal interest rate can cause upswing or downswing in the
Indian stock market. The non-market risk, on the other hand,
is considered as specific to each stock. Sharp and Cooper's
(1972) classification of risk-return classes based on New York
Stock Exchange common stocks is used as a fundamental
classification method to define market and non-market risk.

Dhankar and Kumar (2006) explored the relationship between
specific stocks trading in the Indian stock market (non-market
risk) as a result of changes in the US stock market and how
investors could utilize diversification to reduce non-market
risk.The results of Dhankar and Kumar (2006) signify that
portfolio non-market risk declines with diversification. Their
study reports high positive correlation between portfolio
return and risk. Kulsherestha and Mittal (2015) recently
provided solid evidence to suggest the volatility in the Indian
Financial Market before, during and after the Global Finance
Crisis of 2008. However, no further studies have been done so
far to assess the return-risk (market risk) between the US and
Indian Financial markets before, during and after the global
financialmarketsand,especially, how the diversification
strategy to balance return-risk can be explained if the volatility
in the market exists.

This study, therefore, aims to study the relationship between
the US Financial markets of S&P and NASDAQ with Sensex on
risk and return factors before, during and after the global
financial markets and how international investors may use the
diversification strategy during these three (before, during and
after global financial crisis) periods. As aresultof our analysis,
we provide implications for international investors'
diversification strategy as well as guidance for the future.

ITERATURE REVIEW

Researchers have always been interested in
studying the risk-return relationship in
different markets and have used Sharp and
Cooper's (1972) classification method to
define market and non-market risk. Previous empirical
studies on the relationship between macro-economic factors
and stock return can be divided into two broad categories. The

first category involves studies that focused on the impact of
macroeconomic factors on stock prices. The second category
involves those studies that focused on the relationship
between stock market volatility and volatility in the
macroeconomic indicators. Even though many studies have
focused on the first category and looked at the impact on
individual stocks prices (such as Singh 2015; Singh and Singh
2016), there are not many studies that have dealt with the
second category. Since this study attempts to explore the
relationship between volatility between markets (second
category), a discussion of the literature relating to this
categoryis presented below.

In the era of global financial integration, investors prefer cross
border investment to diversify their portfolio. If the stock
markets of certain countries are co-integrated for a long time,
then the benefits of diversification are minimal. The US and
Indian financial markets have recently been integrated and
have yet shown period independence. Patel (2013) described
this phenomenon as dynamic interdependence among Asian
equity markets. Even though many Asian countries' financial
markets have been fully integrated with the US financial
markets, Indian stock market (SENSEX) has shown
remarkable independence and has largely been insulated
(Patel 2013).

Kumar and Mukhopadyay (2002) examined the relationship
between the US and Indian stock markets and found causality
and spillover effect running from the US to Indian stock
market. Lamba (2004) analyzed the dynamic relationship
among India, Pakistan, Sri Lanka, France, Germany, US, UK
and Japan from 2000 to 2003 and found that developed equity
markets influenced Indian market. However, Indian stock
market did not influence either the other Asian markets or the
developed markets. However, Lamba (2004) had analyzed the
relationship after the events of Asian Financial Crisis of 1997
and September 11, 2001 disastrous event in New York. For
Pakistan and Sri Lanka, Lamba (2004) found that these
markets are relatively isolated from the major developed
markets during the entire sample period of July 1997 -
February 2003. The reason for this isolation appears to be due
to completely different fundamentals between these
countries and there is no major trade relationships between
these economies. Mukherjee and Mishra (2007) investigated
interdependence of markets of 23 countries of the world
including India and found high market integration. In another
study, strong evidence of co-integration was found among
countries in the same region (Raj and Dhal 2009). Marimuthu
(2010) found bidirectional causality between Malaysian and
Indian stock markets. However, Joshi (2011) concluded that
the US market dominated all Asian markets. Joshi (2011) had
investigated the long run relationship between stock markets
of US, Brazil, Mexico, China and India and found that co-
integration existed among the markets. Siddiqui (2008)
similarly explored the relationship between European stock
markets and Indian stock market and found that no European
stock market played any dominant role for Indian stock
market. Impact of the financial crisis during 2004 to 2011 was
assessed by Singh and Makkar (2016) on the volatility of Indian
commercial banks' stock prices and found that there was a
significant difference in the volatility before and after the
financial crisis. The study concluded that the news of financial
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THE INTEGRATION OF INDIAN AND US STOCK MARKET RETURNS BEFORE, DURING AND AFTER THE FINANCIAL CRISIS

crisis in the international markets increased the volatility of
Indian commercial banks' stock prices. However, Singh and
Makkar (2016) focused on the volatility/risk of banking stocks
alone and the broad stock indices. Clearly, impact on Indian
stock market has been studied by many authors in a variety of
studies by many authors, but nobody has looked at these
relationships at the time of crisis and beyond from a broader
perspective of returns volatility and correlation between the
Indianandthe US stock marketindices.

Therefore, this study attempts to focus on Indian and the US
stock markets correlation, returns and risk specifically before,
during and after the global financial crisis and how it has
evolved into guiding investors in their diversification strategy.
This study examines how the relationship between the US and
Indian stock market indices has evolved over time before,
during and after the financial crisis. This will be a useful
exercise for portfolio managers and the investors who are
planningtoincrease their presence in the Indian stock market.

ETHODOLOGY

M

The data was collected from Bloomsburg
Professional Service. The data was collected
from theyear 1997 to 2017 for SENSEX, S&P500
and NASDAQ Stock indices. The data is
presented in Table 1 for Return and Risk indices. Following
models are used to calculate return, risk or standard deviation
of returns and the correlation coefficients between SENSEX,
S&P 500 and Nasdaq Indices.

R.=In(P/P.)
Equation no.1

Where, R, is the yearly return, P, is the end of the year price and
P, isthepriceatthebeginningoftheyear.

_ 1
o=
N-1

Equation no.2

# X (Rt-E(R1))"2)

Where, otis the standard deviation of returns Rt is the monthly
return and E(Rt) is the monthly average return. To compute the
correlation coefficient, following equation hasbeen used:

Py = 2(X-EX)(y-Ey)/yEx-EX)"2X(y - E(y)"2

Equation no.3

Where, Poy is the correlation coefficient between SENSEX and
S&P 500, SENSEX and NASDAQ and S&P 500 and NASDAQ.

The datahas been divided using following time periods:

July 31,1997 toJuly 31,2008
August 31,2008 toMarch 31,2009
April 30,2009 to October 31,2017

Before Financial Crisis
DuringFinancial Crisis
After (Post) Financial Crisis

The above models (1), (2) and (3) are commonly used
statistical tests by most researchers.

ESULTS

R The results are presented in Tables 1 and 2. In
Table 1, annual returns and risk or standard
deviation of return has been shown for the
period from 1997 to 2017. This time-period

covers dot com era decline in the market followed by financial

crisis 0f 2008/2009. The markets recovered significantly in the
period following the financial crisis. This can also be seen
from the annual returns and risk which shows that all three
indices, namely, SENSEX, S&P 500 and NASDAQ declined
sharply during 2001, 2002, 2003 periods (Dot Com decline).

The risk for this period was also significantly elevated. Similar

decline occurred in 2008 when SENSEX returns declined by

about 46% versus about 34% decline for both S&P 500 and

NASDAQ indices. However, there is no clear-cut relationship

between SENSEX and the US indices following financial crisis.

When the correlation coefficients are calculated between
SENSEX against S&P 500 and NASDAQ indices, from Table 2, it
is clear that there is a low level of correlation between these
markets for the overall period. As shown in Table 2, this
correlation is about 0.12 between SENSEX and both US
indices. On the other hand, as expected, the correlation
between the two US indices (S&P 500 and NASDAQ) is very
high at 0.845. However, during financial crisis the correlation
coefficient went up significantly between SENSEX and US
indices indicating that contagion effect of steep declines in the
US markets are felt globally including the Indian market that
witnessed a much bigger decline than the US indices.
Especially in 2015 the Indian stock markets were negative
while the US indices were positive for three reasons: one, it was
found that banks had large non-performing assets and bad
loans; two, Federal Reserve statements about raising interest
rates contributed to reduced flow of funds to Indian markets;
and three, the oil price increased crashed the Indian market
returns (Parekh, 2016).Fundamental factors between Indian
market and the US market are quite different as the Indian
market is more inward looking and has relatively very small
share of global export of goods and services implying that this
market is less dependent on the US market. This is unlike
other emerging markets such as, China which is an export-
oriented economy. Hence, Indian market should have been
insulated from the global financial crisis unlike other
emerging markets. The insulation of the Indian market is also
evident from the correlation coefficients for the period after
financial crisis. In fact, the correlation coefficient between
SENSEX and S&P 500 index stood at -0.215 and SENSEX and
NASDAQ stood at -0.244 signifying that still large
diversification benefits are possible if a portfolio is created
where Indian equities are combined with the US equities. As
the markets become more mature, open and globalized, these
diversification benefits may decline over time.

From the results it is evident that significant

C ONCLUSION
risk reduction benefits are available if
investors create portfolios that include both

. the US and Indian Stocks. However, during

financial crisis the correlation between Indian and US stock
indices is high implying that risk reduction benefits vanished
when there was market turmoil. In other words, due to
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contagion effect all markets displayed steep declines with continue to be of primary concern in the future. The result of
elevated levels of risk. This research also deals with important this work should help in developing models for price discovery
investment issues that are relevant not only today but will and provide a framework for investor decision-making.
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Table 1 Table 2
Yearly Return and Risk of SENSEX, S&P500, Correlation Coefficient between SENSEX, S&P500, and
and NASDAQ Stock Indices NASDAQ Stock Indices
Year SENSEX SPY NASDAQ
Return  Risk Return  Risk Return Risk SENSEX SPY NASDAQ
1997 -25.11  21.30 9.64 18.21 8.90 19.58 Overall Period (6/30/97 —10/31/17)
1998  -8.47 28.98 25.40  22.23 35.40 32.54
1999 60.96 29.68 14.82  12.99 62.39  27.52 SENSEX 0.122 0.124
2000 -20.57 26.03 532 17.01  -37.30  45.64 SPY 0.122 0.845
2001 -22.04 2580 -1595 20.05  -29.66  46.92 NASDAQ 0.124 0.845
2003 7345 23.57 2994 11.11 51.67 12.89
2004 15.68 23.81 7.14 7.24 5.29  14.56 gEgSEX 0.133 0.133 8‘51;%
2005 47.75 21.88 5.67 7.76 6.93 13.79 NASDAQ 0127 0.823 :
2006 35.88 19.61 10.80 5.69 475  12.18 : :
2007 36.41 27.34 2.09 9.69 7.64 12.18 During Financial Crisis
2008 -46.39  38.61 -34.48  22.36 -34.01  28.20 SENSEX 0.454 0528
2009 83.97 33.43 35.02 22.54 53.69  20.98 SPY 0.454 0963
2010 11.55 19.36 17.11  19.26 23.54  23.03 NASDAQ 0.528 0.963
2011  -3.53 2241 221  15.77 -3.52  15.99
2012  12.07 13.99 8.67 10.63 731  14.80 After Financial Crisis
2013 8.76  13.61 23.38 8.47 32.92 8.12 SENSEX 0215 -0.244
2014 38.18 11.24 15.50 8.07 1540  10.29
2015 -14.89  10.30 2.45 13.51 8.03 15.17 SPY -0.215 0.944
2016 2023  15.57 15.39  10.14 18.00  14.39 NASDAQ -0.244 0.944

2017  14.61  10.37 12.21 3.78 16.90 4.79
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Effect of Technology Trust, Self Efficacy
and Technology Anxiety on Intention to
Use Self Service Technology: A Study of
e-ticketing Service of Indian Railways
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Abstract

With the development of technology, there has been an increase in the business being conducted over the internet.
The internet has become indispensable as a transaction medium. This can be observed in retail settings whereitis an
integral part of self service technologies which are being used to give additional services to the customers. The Indian
Railways have a self service technology in the form of e-ticketing or online ticket reservation. Although the
advantages of this self-service technology is fairly evident, its adoption by Indian travellers is far from universal.
This study aims at understanding the impact of trust in technology, technology anxiety and self efficacy on the
adoption of e-ticketing services of the Indian Railways. Primary data for the study has been collected from Indian
consumers above 16 years of age. The study finds that trust in technology, technology anxiety and self efficacy do
impact the intention of a consumer to use e-ticketing. Managerial implications of the findings are discussed. The
findings of this study and its implications arerelevant for academicians, researchers and self service providers.

Keywords: Technology Trust, Technology Anxiety, SelfEfficacy, E-ticketing
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INTRODUCTION

Due to rapid developments in technology, a plethora of
improved products and services has been introduced to
consumers globally. The growth of information and
communication technologies can aid firms in increasing their
competitiveness and providing better service experiences to
their customers. Technology can be used by both service
providers and customers during the service process.
Dabholkar (1994) proposed that there are three ways in which
a company can use technology when providing service: (a)
Employees who are not “contact” personnel use technology
behind the scenes to increase the overall efficiency of
operations (b) “Contact” employees (wWhether face to face or by
telephone) use technology to provide faster, fuller service to
customers and (c) Customers use technology to perform
services for themselves. Technology can be employed by
customers to provide service for themselves, such as ATMs. By
using such types ofinnovations, customers can access services
at any time and at any place they want without the
complications of interpersonal exchanges (Bitner et al. 2002).
Such services are referred to as Self Service Technologies i.e
SSTs. Self-service technologies are defined as technological
interfaces that allow customers to act as a producer and a
consumer of services without direct communication with an
organization's employees (Meuter, Ostrom,Bitner&
Roundtree, 2003). The increase in the use of various self-
service technology platforms has led to an increase in the
involvement of customers in the service delivery process. This
kind of a direct relationship with customers requires service
providers to pay more attention to understand what a
customer desires from service delivery so that they can
achieve high levels of customer satisfaction. In most cases of
service delivery, satisfaction is seen as being the major
determinant of subsequent loyalty. (Anderson and
Sullivan,1993; Szymanski and Henard, 2001; Fassnacht and
Kose, 2007; Blattberg et al., 2009). The knowledge about what
attracts customers towards new technologies and how to
retain the customers and increase the satisfaction levels of the
customers is still in its developmental stage. For marketers to
have greater acceptance for their new technologies and
increase their usage among target customers, it is important
for them to understand the factors influencing adoption of
these technologies and also have insights in to what factors
contribute to customer satisfaction.

SST includes a wide range of technologies such as vending
machines, automatic teller machines (ATMs), online
automated phone systems, information kiosks, grocery store
self-checkout systems, Internet banking, paying bills by
mobile phone, airline check-in via internet, check in booths at
airports, interactive phone/voice systems, internet shopping,
self ticket purchasing on the internet etc. (Eriksson and
Nilsson, 2007; Liljander et al.,2006;Lin and Hsieh, 2007). Most
of the SSTs are provided using kiosks (eg. ATM, self checkout
systems at the hotels etc.), vending machines (eg. ticket
vending machines at metro stations) and using the internet
platform (eg. Online banking, online bookingetc.)

India is a developing economy where, in recent years,
consumers are gaining increasing access to modern
technology at a rapid pace. One of the developments has been
the penetration of internet facilities. According to a report

published jointly by the Internet and Mobile Association of
India (IAMAI) & Kantar IMRB, the number of internet users has
reached 500 million by June 2018 and the overall internet
penetration is 35% of total population as on December 2017
(IAMAI, 2018). Online retail sales in India are expected to touch
$32.70 billion, however, India's growth rate in e-commerce is
yet to catch up with countries such as China and Indonesia in
the Asia Pacific market. (eMarketer,2018)

Online reservation of tickets or e-ticketing is a form of
selfservice technologywhereby customers can reserve a seatin
a database system and payment is made through the Internet.
Online passenger reservation system is an important service of
Indian Railways. It allows railways to easily access and transact
with their customers directly and have a closer relationship
with them. According to Ministry of State for Railways, the
national transporter earned Rs. 19,209.28 crore in online
booking and Rs. 28,468.81 crore in offline booking in 2016-
2017. (Indian Railways, 2016).

According to above statistics although a gradual growth of
online purchasing is apparent, but there is still huge scope for
improvement. If more customers will opt for e-ticketing it
would be cost effective for the Railways as well. This opens up
interesting areas of academic research from the perspectives
of sellers as well as buyers. For any transaction which is
conducted online, there are at least two parties involved. The
selling side wants to attract maximum consumers to purchase
online and be satisfied and become loyal customers. The
buyers consider the benefits of online transactions such as
usefulness and ease of browsing, convenience of placing
orders and payments. The adoption of e-ticketing depends on
the assessment of the technology by the consumers.

Many people in India still prefer shopping from physical stores
or malls as online purchasing to be complex and somewhat
risky process. The availabilityof high-speed internet
connectivity and the costs thereof are still an in many parts of
the country. Theseare amongst the reasons that are likely to be
impacting the Indian consumer's adoption ofself-service
technologies such as the railway's e-ticketing services.
However, there are also likely to be certain consumer-related
factors that play a role in consumer willingness to try out new
and unfamiliar options. Besides consumer demographics
certain personality related or psychographic factors may be
impacting consumer's attitude and willingness to adopt these
alternatives. Understanding the factors will give better
understanding about consumer buying behaviour. This will
aid online retailers to gain acceptability for online modes and
to better promote their products. .

In this context it is important to understand the drivers as well
as the inhibitors that impact Indian consumers in adopting e-
ticketing. This paper is an attempt to understand the impact of
three variables i.e. Trust in Technology, Technology Anxiety
and Self Efficacy in the usage of self service technology on the
adoption of online ticket reservation in Indian Railways.

ITERATURE REVIEW

In order to understand the adoption
behaviour of technology related services,
researchers have tried to identify, analyse and

DIAS TECHNOLOGY REVIEW e VOL. 16 NO.1 ¢ APRIL 2019-SEPTEMBER 2019

13



EFFECT OF TECHNOLOGY TRUST, SELF EFFICACY AND TECHNOLOGY ANXIETY ON INTENTION TO USE SELF SERVICE TECHNOLOGY: A STUDY OF E-TICKETING SERVICE OF INDIAN RAILWAYS

understand its various antecedents. However, the knowledge
about the critical success factors for a self service technology is
still evolving and needs to be explored more. This section
provides an overview of the extant literature on the subject.

Technology Trust

Technology trust is defined as the willingness of a customer to
be vulnerable to a technology based on how predictable and
reliable is the technology and what is the expectation about
the utility of the technology to the customer. (McKnight,
Choudhury, &Kacmar, 2002). Trust has also been defined by
Chong,(2012) as “whether users are willing to become
vulnerable to the service providers after considering their
characteristics (e.g. security, brand name).”

In the absence of technology trust, customers will avoid or
hesitate to use the option of self service technology especially
when the alternate methods of transaction involving human
contact are available. (Oh et al., 2013). Technology trust has
been found to be a key construct in consumers' overall
evaluation of any Self Service Technology. (Johnson, Bardhi
and Dunn,2008)

If the level of predictability, reliability, and utility of new
technology is high and the consumer trusts the technology,
the likeliness of its use by him increases. (McKnight, &
Chervany, 2002). Trust has been identified as one of the
important barriers in research studies related to self service
technology (Dimitriadis & Kyrezis, 2010; Benamati et al., 2010).
In their study of Malaysian consumers Wei et al. (2009) found
that trust with regard to security and privacy is an important
determinant of consumer decisions to adopt m-commerce.
Lack of clear regulations, preference of face-to face
interactions, and potential information that can be accessed
by the vendors were some issues resulting in users not trusting
m-commerce. (Chongetal.,2010; Weietal., 2009).

When a new innovative service is introduced, customers may
be fearful about using it for banking transactions. Trust is an
important element which affects consumers' decisions to
adopt technologies such as online purchases.
[Holsapple&Sasidharan,2005; Lin,2011; Luo et al. 2010; Gefen,
Karahanna& Straub,2003].

The main concern regarding doing any online transaction is
the wireless transaction security and customer fear of
distributing personal data. If customers have trust in the
technology then their fears of risks and uncertainity of
monetary transactions using internet are reduced (Corritore;
Chongetal.2010; Luarn and Lin,2005).

Trust of the customers need to be formed and retained in the
long term, and understanding the risks perceived by the
customers helps service providers in identifying the barriers of
adoption and addressing them. (Hanafizadeh et. Al., 2014)

In this research, Trust focuses on the trust placed on e-
ticketing option of Indian Railways. The aim is to examine
whether users are willing to take the risks of trusting online
ticket booking with its uncertainties such as security and

privacy risks, and lack of face-to face interactions with service
providers.

Technology Anxiety

Technology anxiety focuses on the state of mind of the user
pertaining to their ability and willingness to use technology-
related tools. As defined by Meuter et al (2003), technology
anxiety is a negative response reflecting apprehension or fear
of technology. Research indicates that technology anxiety
arises from the inability in effectively managing or controlling
the technology and the anxiety experienced by an individual
when confronted with the decision to use the new technology.
(Igbaria& Parasuraman, 1989; Oyedele& Simpson, 2007;
Beckers, Wicherts, & Schmidt, 2007).

Considerable innovations in service delivery processes have
been introduced in the form of Self ServiceTechnologies. In
order to have less resistance towards the technology related
services, customers need to have knowledge, skills and above
all liking for the new technologies. According to Meuter et al,
(2003), when a choice is available, customers will not use a SST
option unless they perceive an advantage for using it and feel
comfortable with the technology. The study also concluded
that technological anxiety had a negative relationship with
overall satisfaction, word of mouth, and repeat usage
intentions. Many other studies have also demonstrated that
technology anxiety decreases perceived ease of use and
intention to use self service technologies. (Venkatesh, 2000;
Venkatesh and Bala, 2008).

Also, technology anxiety may contribute to role ambiguity,
decreased motivation levels, and a reduced self-perception of
ability to use SSTs (Meuter et al., 2005). Therefore high levels of
technology anxiety also causes avoidance of the technology
(Parasuraman, 2000; Parasuraman & Colby, 2001).

SelfEfficacy

Self-efficacy is the judgment of one's ability to organize and
execute given types of performances” (Bandura, 1997, p. 21).
In the context of the acceptance of self service technologies,
self-efficacy refers to the degree to which a person believes
that she/he is able to use a technology to accomplish a
particular task. (Katija& Britta2014).

In the area of Information Systems it is important to
understand self efficacy so as to better analyse the individual
consumer responses and behavioural intentions towards
information technology and related services.(Luo et al, 2010).
Earlier studies have proven that self efficacy is an important
determinant of the attitude of consumers towards the
technology. (Davis 1986; Meuter et. al. 2005; Kim et al., 2012).
When consumers have more confidence in their ability to use
Self Service Technologies, he/she will more likely adopt that
technology. (Xiaorenetal2013).

This research is an attempt to understand whether the
consumers believe that they have the ability to use online
ticket reservation for Railways. We can thus expect that the
higher the users' self-efficacy, the better is their acceptance
and use of e-ticketing.
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BJECTIVES OFTHE STUDY

The following are the specific objectives of the
study:

1. To study the intention to use e-ticketing
forrailways ticket reservation amongst Indian adults.

2. To examine the relationship between technology trust,
technology anxiety and self efficacy and intention to use
e-ticketing for railways ticket reservation amongst Indian
adults.

YPOTHESES

Based on the literature review the following
hypotheses were taken up for examination in
the study:

H, : Technology trust has a direct and positive effect on
intention to use of e-ticketing service.

H,: Self Efficacy has a direct and positive effect on intention to
use e-ticketing service.

H,: Self Efficacy has a direct and negative effect onintention to
use e-ticketing service.

ONCEPTUALMODELFORTHE STUDY

Figure 1 presents the conceptual model
representing the relationship between
intention to use e-ticketing and the
hypothesized antecedents.

| Technology Anxiety \
Intention to use
| Technology Trust |\> e-ticketing
| Self Efficacy /
Figure No.01
ESEARCHMETHODOLOGY

To test the conceptual model, a survey was
created to capture the customer evaluations of
the SST. A survey consisting of 15 items was
developed to measure the impact of
technology trust, technology anxiety and self efficacy towards
intention to use the SST. Measures for trust were adapted from
Chong, et al (2012). Measures for Self Efficacy and Technology
Anxiety were adapted from Meuter et al. (2005) and Intention
to use from Oliver and Swan(1989) . The variables were
measured on a five-point Likert type scale, ranging from 1
(strongly disagree) to 5 (strongly agree). In addition, the
questionnaire sought to collect information on the following
respondent demographics: age, annual household income,
educationand gender.

The specific SST used for this study was online ticket
reservation or e-ticketing of Indian Railways. Primary data for
the study was collected, using the structured questionnaire,
from 125 adults above the age of 16 years. The data was
collected through personally administering the survey

instrument. Convenience sampling was used to draw the
sample.

The sample comprised respondents above the age of 16 years.
As presented in Table 1, there is an almost equal
representation of males (48%) and females (52%). in the
sample. Of the total respondents 33.6 percent were graduates
and 18.4 percent had completed Class 12 and 46.4 percent
were post graduates. A fairly large segment of the sample
(40.8%) is employed in Private Service.

Tablel: Respondent Profile

Age % Household Income %
16-25Years 30.4 | BelowllLac 3.2
26-35Years 20.8 | 01-05Lac 16.8
36-45Years 24.0 | 05-15Lac 224
46-55Years 8.0 | 15-251ac 21.6
56-65Years 12.8 | 25-05Lac 20.8
Over 65 Years 4.0 | Above35Lac 15.2
Education Occupation
Class 12 18.4 | Business 8.0
Graduate 33.6 | Private Service 40.8
Post Graduate 46.4 | GovernmentService 5.6
Completed Ph.D 1.6 | Professional 8.8
n=125

INDINGS AND ANALYSIS

Data analysis was conducted with Structural
Equation Modelling using IBM-Amos Version-
18. A two stage approach (Anderson &
Gerbing, 1988) was used i.e. first estimating
the measurement model to get the standardized regression
weights and then estimating the structural model. In the first
stage Confirmatory Factor Analysis (CFA)was done on the
data. The data was checked for construct validity, reliability as
well as for the modelfit. All the 15 items were used in the CFA to
obtain a model fit. The results of the confirmatory factor
analysis indicate that each item loaded on its respective
underlying concept and all loadings were significant. 14 items
loaded very well with scores lying between 0.79 and 0.97. Item
3 of Technology Trust construct had low factor loading and was
deleted from the model. The path loadings for the proposed
measurement model are shown in Table 2. Cronbach's alfa
score for each construct is above 0.7 showing high construct
reliability. (Fornell and Larcker,1981)

The CFA results on convergent and discriminant validity are
provided in the Table 3. There is strong convergent validity as
all the items loaded on their corresponding latent factors with
standardised scores or loadings for each factor above 0.5 and
significant at p values < 0.001 as shown in Table 2. Also the
average variance extracted for each construct is > 0.5. (Fornell
and Larcker (1981); Bagozzi and Yi (1988); Hair et al (2010). The
discriminant validity was also met as the square root of the
average variance extracted is more than the inter-construct
correlation. (Chin (1998); Farrell (2010); Hair etal (2010).
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Table 2: Construct Reliabilities and Item Loadings.

Construct/Items Reliability /Item Loadings
Technology Anxiety 939
Ifeel apprehensive aboutbooking Railway tickets online. 921
Technological terms sound like confusingjargon to me. ..946
I'have avoided technologybecauseitis unfamiliar tome. .837
T hesitate to use most forms of technology for fear of making mistakes I cannot correct. .873
Label: Self Efficacy .945
Iam fully capable of bookingrailway tickets online. .940
Iam confidentin my ability to book railway tickets online. .930
Usingonline railway ticket reservation service is well within the scope of my abilities .950
My past experiences increase my confidence thatI'will be able to use online railway 799
ticketreservation service.
Technology Trust 932
Payments made through online ticket reservation service will be processed securely .862
Transactionsvia online reservation are secured. .948
Privacy (personal information will be kept confidential) on e-ticketingis well protected. .829
Intention to use Online ticket reservation 975
Its verylikely Iwilluse Online ticket reservation option. 978
Its possible thatIwill reserve the tickets online when travelling by Railways. .956
Itsvery probable thatIwill use Online Ticket reservation service when travelling by Railways. .960
Table 3 Construct Validity
| | v | e | gy | e | e e
Self Efficacy 0.950 0.826 0.619 0.963 0.909
Technology 0.941 0.800 0.453 0.954 -0.673 0.894
Anxiety
Technology
Trust 0.912 0.776 0.619 0.933 0.787 -0.628 0.881
Intention to use| 0.976 0.931 0.444 0.978 0.666 -0.581 0.648 0.965

The results of fit assessment of the proposed measurement
model show acceptable fit with Goodness of fit (GFI)=0.798 ;
Incremental fit index(IFI)= .903 ;Tucker Lewis
index(TLI)=0.88 ;Comparative fitindex (CFI1)=0.903 ;Normed
x2 (CMIN/DF)= 4.08 ;Root mean square error of
approximation(RMSEA)= 0.158 ;Root mean square residual
(RMR)=0.041.

GFI is almost equal to the minimum value of 0.8 which
represents a good fit (Williams & Hazer, 1986), and RMSEA is
slightly above the maximum limit of 0.08 (Browne &Cudeck,
1989). TLI and CFI should be >0.9 which show the incremental
fit. CMIN/Df statistic recommended acceptable ratios range

from 5 (Wheaton, Muthen, Alwin and Summers, 1977) to 2
(Byrne, 1989) which shows a good parsimonious fit of the
model.

The second stage was the assessment of the structural model
by path analysis. Given that the proposed structural model was
confirmed and is valid the tests of the hypotheses can be
analysed. In regard to the dependent variable of intention to
use, all three antecedent variables had significant relationship
to intention to use supporting Hypotheses 1-3. All three
hypotheses are accepted, the summary of which is given in
table 4.

Table 4: Summary of results

Hypotheses Standardised parameter estimate P-value Result
Technology Anxiety — Intention to use -.202 1045<0.05 Supported
Technology Trust — Intention to use .392 .024<0.05 Supported
Self Efficacy — Intention to use .405 .011<0.05 Supported
Model fit statistics CMIN/DF=3.5; RMR=.03; GFI=.78; NFI=.894; TLI=.897; CFI=.921; RMSEA=.14
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ISCUSSION AND MANAGERIAL
IMPLICATIONS:

D

The results of the study have important
theoretical as well as practical implications. As
the service delivery sector is increasingly
adopting different types of self service technologies, it has
become imperative for both the academic researchers and the
marketers to understand and analyse consumer behaviour in
this area.

This research provides important insights by identifying the
factors that impact the adoption of self service technology, in
this case, e- ticketing. The results indicate that technology
trust, technology anxiety and self efficacy in usage of
technology based options have significant impact on the
intention to use e-ticketing. This result can give some useful
guidance to the service providers in their strategy to
encourage consumer adoption of various self-service
technologies.

As the empirical results support the role of technology trust,
technology anxiety and self efficacy as significant predictors of
intention to use e-ticketing, marketers of SSTs, including the
railways should address these areas to formulate strategies
aimed at motivating their customers to adopt new channels
of service purchase and delivery. Marketing strategies using
various personal and mass media tools can help in motivating
the consumers to use this channel.

The findings that technology trust is a determinant of
adoption of e-ticketing suggest that trust needs to be
addressed by the service providers. Consumers usually have
concerns regarding security of personal information when
conducting transactions online. One possible way is by
stressing the security features related to keeping the personal
information safe during e-ticketing so that anxiety among
potential customers is reduced. The service providers need to
assure customers that their processes incorporate all the
requisite safeguards for ensuring the privacy and security of
their customers.

Self-efficacy in usage of this technology has also been found to
be an important determinant of adoption of e-ticketing. One
way to increase the confidence and capability of the
consumers is by uploading demo videos on their website that
give step-by-step guidance and can give them more
confidence. Also, educating customers in general about the
information technologyrelated to internet transactions would
aid in creating trust among current as well as prospective
customers and will also increase their sense of self efficacy
towards this technology. This has to be coupled with strategies
to popularise e-ticketing by the railways by stressing the
usefulness of this self service technology over the alternative
channel of physical ticket counters.

This research indicates a significant relationship between
intention to use e-ticketing and level of technology anxiety.
The results show that Technology Anxiety negatively
influences usage of this technology. As Table 1 indicates, about
75 percent of the respondents to this study are in the age group
of 16 yrs to 45 yrs which can be considered as an active part of
the population and of the total sample. Further, 33 percent of
the respondents are graduates and 46.4 percent of them are
postgraduates. These results have significant implications for
researchers and point to the need for further investigation
regarding the reasons for technology anxiety since the
majority ofrespondents are educated and below the age of 45
yearsss who might be expected to have relatively lower levels
oftechnology anxiety.

This study provides certain pointers to the service providers
for specifically technology based self services. The results
indicate that some consumers feel apprehensive about using
technology, technological terms are confusing to them and
theyare also apprehensive about making mistakes while using
new technology. Firms should device various strategies to
reduce the impact of possible technology anxiety on
consumer adoption of new technology. Some ways to do this
could be through employing friendly service interface and
simple and easy to understand language. It can be
accompanied with training videos for customers and regular
feedback from them. Some viable suggestions by the
consumers can beimplemented.

The Railways authority needs to look into the expectations of
the users from online reservation and strategize to build trust
and reduce anxiety among consumers so as to have a quicker
diffusion of online reservation amongst all consumer
segments. .

I ‘ IMITATIONS

The research results are obtained from a
limited sample where the majority of the
respondents were fairly well educated and
belonging to households with medium to high income.
Therefore, caution must be exercised in attempting to
generalize the findings of this study.

Future studies can investigate more variables related to
technology and consumers which can be studied to get amore
comprehensive analysis of consumer behaviour with
reference to technology adoption and use. This studyis about
only one self service technology i.e. e-ticketing. The scope of
the study of self service technology use can be extended by
including various other technologies from other sectors as
well. Also, it is a study employing cross-sectional data. To
understand the evolution of technology acceptance, a
longitudinal study can be done.

Axexander, MJ (1972). “Management Informaiton Channels: A
Systems Model”, Journal of Business Communication, 9(4), PP.
5-11.
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Abstract

This paper discusses the Goods and Services Tax (GST) that became effective in India on July 1,2017. It is notable
that, unlike most nations with a GST, India has five (was six) distinct tax rates on products and a dual-tax
regime. This paper provides a background to the political process undertaken to implement the GST in India. It
also compares India's GST with Australia's GST; a tax introduced in Australia on July 1, 2000, also after
considerable political persuasion and deal making. Unlike India, Australia has only one GST rate, that of 10%.

This paper argues that India's GST is currently too complex and that simplification, similar to Australia's, is
needed for acceptance by its population.
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GST IN INDIAAND AUSTRALIA- A COMPARISON

INTRODUCTION

“Tax reform is a thankless and politically risky task that
involves standing up to vested interests in order to achieve
long-term goals”, (Eccleston, 2013, p. 103).

After intensive discussions, several committees, lengthy
negotiations and two postponements, a comprehensive
Goods and Services Tax (GST) finally came into effect in India
onJuly 1, 2017 . Introduced with the slogan, “one nation, one
tax, one market” , India's GST replaced a cascading array of
state determined indirect sales taxes, including value-added
taxes (VAT), on goods, as well as service taxes levied by the
central government. Many commentators regard the
introduction of a GST to India as one of its biggest reforms
sinceitgained independencein 1947 .

Unlike most nations, India's GST has multiple rates rather
than one single taxrate . OnJuly 1,2017, India's GST had seven
rates (including zero for exempt items) but on November 10,
2017 (less than 6 months after its introduction), the GST
Council reduced the number to five by eliminating the 31%
and 43% rates and moving items taxed at those rates into the
28% bracket. The 28% rate is for “luxury and sinful items” . By
far, the most common rate is 18%. Table 1 shows examples of
taxrates on arange of goods and services.

Table 1: Examples of India's GST tax rates
(ranked lowest to highest)

Product Rate

Food grains, fresh meat, eggs, books,
cereals, milk, education, healthcare

Exempt

Fishingnets, used clothing, economy class air 5%
ticket, basichotel accommodation, goods
transportation, coffee, tea, spices, stamps

Condensed milk, printing ink, butter, cheese, 12%
cellphones

Chocolates, forklifts, rubber tubes, telecom 18%
services, business class air tickets,
moderate hotel accommodation,
restaurant services

Cigars, gambling, luxury hotel accommodation, 28%
cinema tickets, automobiles, paint, sunscreen,
luxuryhotel accommodation

Source: ET Online, 2018.

Note: Therate of GST on hotel accommodation and restaurant
meals depends upon the price charged with the rate
increasing to the next bracket each time the price moves into a
new threshold.

On July 1, 2017, India became the 166th nation to introduce a
GST. France was the first in 1954. Table 2 lists other GST
countries with their corresponding taxrate . Youwill note from
Table 2 that, unlike India, most countries only have the one tax
rate.

Table 2: GST rates in a sample of other countries

(in alphabetical order)

Nation GST Rate (%) Year Introduced
Australia 10 2000
Brazil 10 2017
Canada (Dual System) 5+5 1991
China 17 1994
Denmark 25 2000
France 20 1954
Germany 19 1991
HongKong 10 2006
Japan 8 1989
Malaysia 6 2015
New Zealand 15 1986
Pakistan 17 1990
Singapore 7 1994
South Korea 10 1985
Sweden 25 1969

Source: (S. Gupta, Sarita, Singh Munindra, Komal, & Kumawat,
2017; Lourdunathan & Xavier, 2017).

It is worth noting that the USA does not have a GST; instead
most states levy a single-rate sales tax on goods, with the rate
and the type of goods exempted varying between states.

It is apparent by studying the VAT rate on particular products
prior to the introduction of the GST that India adopted a five-
rate regime instead of one because they felt it to be prudent to
closely match the VAT rate (i.e., the before the GST rate) with
the new GST rate. This might have been for political survival as
well as to closely match the amount of revenue collected from
the GST with that previously collected from the VAT. Table 3
shows a sample of products with the “Before GST rate” and the
“GST rate”. It is worth noting that the correlation of the before
and afterratesis almost 100%.

Table 3: The tax rate on a selection of goods
before and after India introduced the GST

Items Before GST(%) | GST rate (%)
Cereals, Milk, printed books, 0 0
James, jellies, juice, ketchup 12 12
Pasta, toilet paper, Telecom 18 18
Spectacle lenses, bicycles 18.5 18
Instant coffee, razors, 26 28

toothpaste, sugar,
refrigerators, furniture,
perfumes, shampoo, paint,
ceramic tiles, pianos,

revolvers, make-up

Source: BQ Desk (2017).

DIAS TECHNOLOGY REVIEW e VOL. 16 NO.1 ¢ APRIL 2019-SEPTEMBER 2019

21




GST IN INDIAAND AUSTRALIA- A COMPARISON

Introduced into Australia on July 1, 2000, Australia’s GST is a
broad-based consumption tax. It replaced six sales tax
brackets ranging from 12% to 45% (Groenewegan, 1983). The
Federal Government levies the one rate of 10% on all goods
and services, except exempt items (e.g., basic food items). The
GSTissubsumed in the advertised price of the good or service.
The amount of GST collected is shown separately on the
receipt. For exempt items, the receipt shows a code of NGST.
All businesses with a turnover of $75,000 AUD or higher must
register with the Australian Tax Office for GST collection (ATO,
2018). For tax remitting purposes, businesses in Australia
submit a monthly Business Activity Statement (BAS) showing
the GST collected from their customers. They attach a check
for the GST collected that month and send it to the Australian
Taxation Office (ATO). To encourage investment on capital
items, businesses can claim a rebate against the GST collected
forthe amount they spent on capital items (SMH, 2018).

Thepolitical journey of the GST in India and Australia

India: India’s 1949 Constitution created a federation of states
and one central government. This sharing of power requires
lengthy negotiations between the states and the central
government any time legislation affecting the states is
proposed. GST negotiations necessitated a dual model of tax
collection (Govind, 2011), similar to that of Canada, which also
has a dual-GST model (i.e., with Federal and Provincial rates).
GST is collected in the state where the item is sold with the
central government collecting 50% and the state government
collecting the other 50%. For example, 18% hotel laundry bill
in Bengaluru is split between the Central (9% CGT) and the
state of Karnataka (9% SGT). Both amounts are shown on the
receipt.

The political journey of India’s GST started in 2000 when the
NDA government formed an empowered committee to design
a GST model under the chairmanship of Asim Das Gupta
(Nath, 2017). In 2004, the proposal gathered momentum
under the Kelkar Task Force (Y. Garg & Gupta, 2017). In 2006,
the Finance Minister, P Chidambaram, announced a target
date for implementation of the GST as 1st April 2010 (Sankar
R., 2017). In 2008, an empowered committee submitted a
report titled “A Model and Roadmap for Goods and Services
Tax in India” (Sankar, 2017). In late 2009, the Committee
sought public opinion. In 2010, the Finance Minister, Pranab
Mukherjee, stated that the GST would become effective on
April 1, 2011. This deadline was extended to April 2012
(Adhana, 2015). Postponements continued in 2012 and 2014.
In May 2014, under the new government of Prime Minister
Modi, the new bill was introduced into parliament and was
passed in May 2015. Implementation delays continued until
2016 when, finally, the Finance Minister, Arun Jaitley, stated
that the GST bill would be implemented through the One
Hundred and Twenty-Second Amendment Act (2016) from
July1,2017 (Adhana, 2015; S. Guptaetal., 2017).

Initial resistance to the GST came from states who felt that
their tax revenue would decline due to the tax being collected
in the destination state rather than the state of origin, as
occurred with the previous value-added tax system (Vinay
Kumar, 2016). Clearly, with the move from a VAT to a GST, the
predominately industrial states felt that they would lose tax
revenue to the more populous states. To ease their fear of

losing tax revenue, the Central Government has guaranteed no
loss of income to individual states resulting from the
introduction of the GST for the first five years (Sehrawat &
Dhanda, 2015).

India’s GST is intended to replace all indirect taxes including
octroi, sales taxes, entry tax, stamp duty, license fees, turnover
tax, etc. (N. Gupta, 2014). Businesses with an annual turnover
exceeding 1.5 crore (where 1 crore equals 10 million rupees)
are required to register for GST (BQ Desk, 2018; Rao &
Chakraborty, 2010).

Australia: The thought of reforming the indirect tax system in
Australia to include services first came in 1974 (Eccleston,
2013). In that proposal by Australia’s Treasury Department, it
was a called a consumption tax. A Draft White Paper in 1985
advocated for a consumption tax to be introduced. This was
the first time that taxing services was considered by an
Australian government. However, the idea was unpopular with
the trade union movement and welfare lobby groups due to it
being a regressive tax and hurting those on a low-income.Due
to the unpopularity of a consumption tax, the government
abandoned the policy during the 1980’s.

Discussion of a new type of indirect tax to replace the many
sales taxes did not surface in the media again until 1992 when
the Opposition (Liberal) Party in Australia included a GST in its
policy agenda during the election campaign (Blount, 2000).
The leader of the Liberal Party, John Hewson, encountered
difficulty in selling the policy to the electorate and
consequently lost the March 1993 election (Eccleston, 2013).
The incumbent (ALP) government was returned to power,
most likely due to the unpopularity of the GST as well as a
promise to reduce personal income taxrates. In fact, soon after
being re-elected, the government was required to increase the
rate of sales tax on many goods to pay for the loss of revenue
from the income tax cuts. During the 1996 election campaign,
no mention of a GST was made by either of the two major
parties. They were aware of the unpopularity of a GST with
Australia’s voters. After the election, the new (Liberal)
government placed a GST back on its policy agenda. The
introduction of a GST became a prominent issue for the
Liberal government in the election campaign of 1998. It
seemed that the electorate was slowly warming to the idea
because the Liberal Party was returned to government, albeit
with a slim majority, in 1998 (Crosby, 2000).

Importantly, with the Australian government’s narrow
majority in the lower house (the House of Representatives) and
the balance of power being held by minor parties in the upper
house (the Senate), the government looked to the Australian
Democrats (a minor party) to support the GST legislation. In
return for their votes, the Australian Democrats demanded
that basic food items (e.g., milk, bread, vegetable, fruit) be
exempt from the GST (Blount, 2000). After a lengthy
bargaining process, the Liberal Government, led by Prime
Minister John Howard, obtained the necessary votes from the
Australian Democrats for the legislation to pass both houses of
parliament. Unfortunately for the Australian Democrats, it
seems that a large proportion of Australia’s voting public
blamed them for the GST. This unpopularity resulted in the
Australian Democrats not winning any seats in the 2004 or
2007 half-senate elections. In fact, today, the Australian
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Democrats, as a political party, no longer exists (Economou &
Ghazarian, 2008).

The Australian Federal Government levies, administers and
collects the GST. States do not levy a GST. The tax rate of 10% is
consistent across all states. Exemptions are also applied
consistently across the nation. All non-exempt products have
10% added to the cost of the product; the retail price includes
the GST and the tax collected is clearly shown on the
customers receipt. The money collected by the Federal
Government is then remitted back to the six states and two
territories in Australia, although not necessarily at the full
amount collected from each state. From the time the GST was
introduced, some states (e.g., Tasmania) have consistently
received more than 100% of the GST receipts while others (e.g.,
Victoria) have always received less. This “Robin Hood”
arrangement is based on a principle known as horizontal fiscal
equalization (Australian Government, 2012) Table 3 outlines
the percentage returns of the GST pool to each state and
territory, in 5-year intervals.

Table 4: GST distributions for select years
(in five-year intervals).

Year |NSW| Vic | Qld| WA | SA | Tas | ACT | NT

2000-01 | 0.91 | 0.87|1.02 {098 | 1.18 | 1.51 | 1.11 | 4.16

2005-06 | 0.87 | 0.88 | 1.04 | 1.03 | 1.20 | 1.56 | 1.14 | 4.27

2010-11 | 0.95|0.94 | 091 | 0.68 | 1.28 | 1.62 | 1.15 | 5.07

2015-16*| 0.99 | 0.91 | 1.05 | 0.38 | 1.20 | 1.76 | 1.28 | 5.28

*Treasury estimate
Source: (Australian Government, 2012; Weight, 2014)

Itis notable that Western Australia's share of the GST pool has
become less and less each time the federal government
distributes the GST receipts. This is due to the Western
Australian government collecting substantial receipts from
exporting iron ore and minerals to China. As shown in Table 2,
Western Australia's share of the GST pool has fallen from 103%
in2005-2006to 38%in2015-16.

EASONS FOR INTRODUCING A GST IN
INDIA

There are several acknowledged reasons for
the introduction of the GST in India. In no
particular order they are:

1. To eliminate the tax-on-a-tax event that occurs as a result
of a series of cascading value-added taxes on products.
Unlike a VAT, the GST allows for set-offs through a tax credit
mechanism whereby the GST paid by the seller is offset
from the GST collected from their customers. Given that
the final user is the only customer paying the GST, the tax-
on-a-tax is eliminated. Sunitha and Chandra (2017)
explain the problem of a VAT through the following
illustration. “Suppose a truck is moving stuff from Delhi to
Chennai. It will go through around 8 states. It pays a variety
of taxes during that time ... By the time the truck reaches
the destination in a couple of weeks, a huge amount of cost
is indirectly added to the consumers. Each source of tax
creates complexity, corruption and delay” (p. 56).

2. With one tax for the entire nation, it is expected that the
compliance costs will decrease and compliance rates will
increase.

3. The GST has broadened the tax base thereby increasing the
revenue collected by governments. For example, from July
1 2017, states for the first time are able to collect indirect
taxes from the service sector. Prior to the introduction of
the GST, only the central government was permitted to levy
ataxonservices.

4. Local production will receive a significant advantage from
the change. Instead of all local goods incurring a VAT, as
occurred prior to 2017, only goods and services sold in
India will incur the GST. Exports will no longer incur
indirect taxes making them more price-competitive
overseas. The flip side of this is that imports will now incur
the GST, therefore making them more expensive in the
domestic market.

5. An increase in direct foreign investment is likely to occur
given the simplified and unified GST.

6. There is a general feeling that the GST will significantly
reduce tax evasion. Some commentators regard this to be
the primary motivation behind the introduction of the GST.
The black market, as it is often called, was measured at
around 20% of the total tax revenue prior to the
introduction of the GST. It is expected that the GST will
considerably reduce the number of unreported
transactions (so as to avoid paying tax), especially in the
restaurant sector.

7. Primary producers are likely to benefit from the
introduction of the GST because most agricultural
commodities are now exempt .

Overall, thereis a strongfeelingamong economists, politicians
and commentators that the introduction of a GST in India will
increase economic growth, increase government revenue, and
improve employment opportunities for that nation. There is a
general consensus that economic growth in India will increase
byafurther one to two per centas aresult of the GST .

CCEPTANCE OF THE GST BY THE
AUSTRALIAN CONSUMER

There is evidence to suggest that the Australian
public has slowly grown to accept the GST.
Today, consumers view the GST to be anormal
partof their everyday life (Tax Foundation, 2017). In the case of
many goods (e.g., home furnishings), the retail price of a
product stayed about the same after July 1, 2000 due to the
sales tax being replaced by the GST as well as retailers
absorbing the GST. In contrast, the price paid by clients using
the services sector (e.g., dentists, lawyers, accountants, real
estate agents), increased the full 10%.

At regular intervals, there are suggestions by politicians,
economists and the media to increase the GST to 15%, but so
far all Australian governments have resisted this . There is a
general belief that a political backlash would occur against any
government that proposed to increase the GST rate. Given the
narrow majority of seats held by the government (regardless of
which party is in power), talk of an increase in the GST rate
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would cause that political party to not win the next general
election.

There is clear evidence that the GST has reduced the number
of and the dollar amount of black-market transactions in
Australia . Moreover, this increasing rate of compliance with
the GST is steadily increasing as Australia's consumers move
away from cash to a debit or credit card when paying for a
transaction. It is understood that cash-based transactions
need not be recorded in the accounting system whereas debit
and credit card transactions require it for a receipt and
collection. This trend might transfer to India thereby also
reducing the number of black-market transactions in India.

ONCLUDING REMARKS

It is anticipated that India's GST will bring in
more revenue for both the central and
respective state governments, as it did in
Australia, New Zealand and Canada , although
itis too soon to be conclusive. However, India's GST is far more
complex than Australia's straightforward one-tax rate version.
India's range of tax rates is a complicating factor. According to
the World Bank, “the key to India's GST success would be to
reduce the number of different rates” . Knowing and then
calculating the GST amount in advance will not be easy for
India's everyday consumer. In 2009, Ahmad and Podder
argued that, “ideally, the tax should be levied comprehensively

on all goods and services at a single rate to achieve the
objectives of simplicity and economic neutrality” (p. 19).
Despite this argument, India adopted a range of rates with the
rate for most items being 18%. Maybe this outcome was a
political trade-off between revenue collection and acceptance
by consumers, given that the GST rates and the VAT rates are
similar for many products. It seems that, for most products,
the 2017 VAT rate became the 2017 GST rate, give or take a few
percentage points. This decision differs from the majority of
countries (e.g., Australia, New Zealand, Singapore and Japan),
which ignored the current sales tax rates when introducing
their GST and implemented one single rate for all products .

Using Australia's experience as a guide, it takes considerable
time for consumers to understand and then accept a GST. One
single tax rate enables quicker understanding and higher
acceptance of a GST than does a multitude of rates. If the
government of India wants to simplify the GST for its retailers
and consumers, and as a consequence, increase acceptance of
the GST, then the number of rates should be reduced. The GST
Council in its 23rd meeting on November 10, 2017, did indeed
recommend widespread changes to the GST by reducing the
number of slabs to five (E.T., 2018). In line with research
conducted by Shamsuddin, Ruslan, Halim, Zahari and Fazi
(2014) and Ahmad, Ismail and Halim (2016) in Malaysia, the
relative acceptance-rate of the GST by a nation's population is
an area for possible future research.
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INTRODUCTION

The business world is enduring change of myriad forms,
almost every minute of the day with growing competition at
domestic as well as global level. Each industry or business is
confronting with obstacles and ambiguity at every
juncture.Modern organizations are striving hard in
deciphering how to manage the change within internal or
external environment appropriately. Disruptive strategic
changes are being opted and implemented by the
organizations as a norm today, to get a compatible internal
architecture and gear up their performance. The Information
Technology industry of India which heralded practically a
virtual monopoly position in global markets for its exclusive
proprietary technology, is also being defied by all-
encompassing winds of change.

India's information and technology services came into
existence in the year 1967 with the establishment of TCS of
Tata Groups in Mumbai. In the 1990s, when economic reforms
were introduced, this industry was making exports of nearly
$100 million with around 5,000 employees. But its influence
and applications have reached beyond the perceptions over
the years. Now it is enjoying the stature of one of the largest
global IT capitals, booking aggregated revenues of US$ 160
billion approximately in the year 2017 and around 2.8 million
employees working in this sector. According to latest
NASSCOM reports, the sector has export revenue standing at
US$99 billion and domestic revenue at US$48 billion
approximately. In factIT industry, one of the top two industries
in India has been instrumental in transforming its image on
the global map from a decelerating economy to an innovative
global catalyst by representing hotshot technology solutions
and services. IT and IT-enabled services have been stimulating
economic growth in India affecting multifaceted parameters
like increased exports, employment opportunities,
urbanization, regional development, diversity and improved
standard ofliving of employees.

Due to greater talent pool, innovative technology and low
costmanufacturing, IT sector could mark larger global
footprints and relish competitive advantages over rivals. But,
off late changing regulatory and legislative norms, state-of-
the-art products of new players, new business models and
distribution patterns are affecting international as well as
domestic demand. The industry is in doldrums and
organizations are looking out different ways for sustainability
in the changing scenario. The benefit which the IT bigwigs
used to cherish to attain geographical proximity to customers
as well as substantial capital flow is being pushed to the
corners due to increasing stakeholders' expectations. The
factors contributing as game Changers can be named as year
2008 Global recession, crisis in Euro Zone, Brexit problem,
Chinese economic slowdown as well as the protectionist
efforts and policies of Donald Trump in America. These all
affected the existing demand patterns. Along with it new
entrants in global market offering innovative products and
attractive distribution plans threatened Indian organizations
and forced them to ponder over reassessment of their business
models for asustainable business.

Downsizing and retrenchment have become common news in
India these days and the IT sector has experienced more

layoffs in comparison to employees in any other industry. As
per recent news seven of the biggest IT firms are planning to
sack at least 56,000 engineers this year, which is a number
almost twice the employees laid off by the companies last year.
Executive search firm Head Hunters India also predicts that
the job cuts in IT sectorwill be between 1.75 lakh and 2 lakh
annually, for next three years. In May last year, the then Union
labour minister BandaruDattatreya has confirmed fears of the
'jobless growth' by stating that 'the economic growth is not
translatingintorise in employment opportunities.

RiseSmart, a global talent mobility solutions company, which
approves India's IT sector as one of the biggest employment
creator globally; has also commented that hiring has
"plummeted" recently and the menace of job layoffs is hitting
bothbigand smallIT companies.

For the disruptive organizational structures of IT companies,
there are amplereasons, namely—

1.  MostoftheIT companies have observed sluggish growth
and dipping profits. NASSCOM's growth forecast for the
industry for the year 2017 was 8.6 % at constant prices,
but hardly any firm could achieve it. As a result
organizations are hard pressed for cost cutting and
retrenchment strategyis beingadopted.

2. Radical changes in traditional technology that is cloud
computing artificial intelligence machine learning and
robotics displaced people led models. The need for huge
Army of IT professionals is being reduced. This also
decreased employee requirement and resulted into
layoffs

3. The protectionist policies of American government as
per US President Trump's dictate that minimum income
requirement for HIB Visa has to be raised from existing
limit of dollar 60,000 to dollar 130,000 and the insistence
to 'go for more localization' has created havoc to Indian
IT companies. It is making HIB visa holder Indians bag-
packtoreturn backhome.

4.  Theupcoming corporate governance issues in various I'T
companies nowadays and their repercussions are
shaking the trust of stakeholders. It is affecting capital
flow and is one of the reasons of poor performance and
profitability. This is also forcing firms to restructure for
costcutting.

5. Global Economic downturn and sluggish demand is
again landing Indian IT companies with fewer big ticket
projects. Other emerging Global players with cutting
edge technology are giving neck to neck competition. In
a situation of lesser work and projects there is more
pressure on the margins and balance sheets. Companies
are forced to sit back and devise strategies to restructure
&recuperate.

As the competition is intensifying in almost every business
and industry, the rules of game are changing in IT sector
aswell. The competitive advantage which organizations
initially used to enjoy are vanishing. Firms are exploring
exclusive' organizational capability' — the way to realize
explicit strategic objectives, be it innovation, low-cost
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manufacturing, sustainability or market leadership.
Organizational structures are dismantling and long-life
employer-employee relationships are losing their
significance. Cutting edge technologies are not only lowering
entry barriers, but widening exit doors as well since IT firms
are embracing retrenchment and downsizing as a 'strategy of
choice'.

ONCEPTUALIZATION AND LITERATURE
REVIEW

Retrenchment means 'reduction of workforce'
which in legal and industrial terms denotes
discharge of surplus labour force. As per the
Industrlal Dispute Act, 1947, a business firm can retrench
employees for any reason except a disciplinary action leading
to termination. The act of trimming the labor force should be
grounded on the LIFO, (Last In First Out) principle wherein
low-ranking employees are separated from the business-
organization permanently, Tripathi (2014). According to
Rama-Rao (2010), in his study on the effects of dismissal and
retrenchment on staff, retrenchment is a procedure adopted
by the employer to assess the business needs with an intention
of limiting losses or increasing profits and thus reducing its
employees. It is an unanticipated and involuntary loss of
employment, which has bearings on organizations as well as
the employees, in opinion of ChandraD. (2015)

According to Freeman and Cameron (1993), downsizing is a
plan of action adopted by the management in an organization
to achieve desired goals of better productivity and
competitiveness. It is a deliberate act of laying off employees
while targeting improved organizational efficiency and
effectiveness.

Johnson, (1996) also delineated downsizing as a change
process to combat various organizational problems and also
named it as 'all-purpose panacea'. Generally downsizing is
meant as an act of reducing headcount or the size of workforce
by the employers when costs are escalating or there is
recessionary trend in the market. Firms also have a strategy to
chuck out a percentage of low performers every year as a
regular practice to maintain efficient, competitive and
worthwhile labour force as they think that 'fear is the best
motivator'.

Freeman and Cameron, (1993); Tushman and Romanelli,
(1985) were of the opinion that downsizing has different
nomenclature like rightsizing, layoffs, de-hiring or
consolidating but the available literature mentions often two
types of changes in the organizations namely - convergence
downsizing and reorientation downsizing. Johnson (1996) and
Kalimo R., et.all (2003) also termed downsizing an
intentionally instituted set of activities focusing more on
financial efficiency goals than human effectiveness goals.
McKinley, Zhao and Rust,(2000) justified the economic
rationale behind layoffs stating that the management actions
related to downsizing are appropriate with a perspective to
enhance economic performance and increase future
productivity of the firm.

Bruton et al., (1996) also shared the similar view that an
organization opts for downsizing strategy to improve its

internal dynamics. In fact, it is a reactive response to
recuperate the financial health of a firm and its impact
depends upon the approach, or the metrics to evaluate the
outcome of downsizing. McKinley et al., (1998) also furthered
the view that even though convergent downsizing may be
instrumental in cost reduction, it still remains unclear
whether it is an effective strategy or not, because as per
Cameron (1994) the ambiguity and insecurity about losing or
keeping their positions intact creates anxiety among
employees and it may affect their performance. Along with it, if
individuals with critical skills leave organization, it becomes
difficult to ascertain what influence this may make on the
organizational efficiency. The convergent downsizing may
cause decreased levels of motivation, employee trust in the
organization and its managers amongst surviving individuals.

For fine-tuning with external environment and internal needs,
the strategic step of layoffs and retrenchment taken by any
organization, wobbles its internal dynamics especially,
citizenship behavior of its employees. Chadwick et al., (2004)
made a study on large urban hospitals and found that
downsizing does not lead to better organizational
performance generally, because employee morale and
behavior during layoffs is unswervingly related to the success
of downsizing and the financial performance.

Marjorie A. Stassen, Martha Reavley and Denise Ghanam,
(2005) tried to pinpoint the perceived impact of organizational
downsizing on quality management practices. They found
that employees in downsized organizations displayed
significantly lower employee-level quality management
practices of employee commitment, empowerment and job
security, which resulted in poor performance.

Kent V. Rondeau and Terry H. Wagar (2006) in their study on
285 hospitals in Canada tried to find out how organizational
restructuring and downsizing have differential impacts on
organizational performance. The hospitals undergoing
noteworthy organizational restructuring through downsizing
were performing better than hospitals that heavily downsized
without organizational restructuring. DeMeuse et al. (2004) in
a study on Fortune 100 firms concluded slimming the
organization size by laying off 10% or more of their workforce
affected adversely the financial variables like Profit margin
and ROA. Gandolfi, (2008) was also of the similar opinion in his
study that firms slashing the number of employees generally
under-performed than other firms notengaged in downsizing.
On the contrary another longitudinal study of 258 Korean
firms made by Yu and Park (2006) found that downsizers
outperformed non downsizers on various metrics like Asset
turnover and increase in stock price.

The downsizing strategy formulation and implementation
captures an explicit tension between the organizational
control of decision to downsize & uncertainty about its
outcome; as well as an implicit tension between the potential
impact of downsizing on retained workforce and impending
benefit to the organization (Kurebwa J. 2011). There are
behavioral as well as cultural consequences of downsizing on
the surviving members of the organization. Certain
dysfunctional symptoms in employees' behavior like
increasinglevel of conflict and threat-rigidity reactions; as well
as decreasing levels of trust, morale and communication may
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prove disadvantageous for the organization. Some other
behavioural consequences namely lesser organizational
commitment, absenteeism and turnover are also associated
with this strategic move of the firms (Allen et al., 2001;
Cascio,1993; Hallier and Lyon, 1996; Lewin and Johnston,
2000). The poor financial performance experienced by some
organizations due to downsizing can be linked to such
behavioural and cultural issues reflecting the citizenship
behavior ofits employees.

Bhattacharya & Chatterjee (2005) observed in their research
that downsizing segregates relationships and destroys a firm's
existing networks. The survivors show negative reactions due
to loss of companions; but positive reactions anticipating
better opportunities for promotion and career within the
organization due to lesser competitors.Despite the fact that
there is scarcity of research on the impact of downsizing on
organizational economic performance, headcount reduction
is regardedas strategic process necessary for long-term
organizationalimprovements.

It is difficult to represent a single, integrated picture of
downsizing and organizational performance relationship
because performance is the consequence of employees'
behavior towards efficient and effective duty performance
within and outside the organization (Romle, Talib and
Shahuri, 2016).The attitude and behavior of workers at work
place, i.e. organizational citizenship behavior reflects their
commitment ensuring performance (Paul, Bamel and Garg,
2016). Whereas the relationship between downsizing and
performance is uncertain, a relationship between
organizational citizenship behaviour and organizational
performance can be explored to comprehend the downsizing-
performance relationship (Batra, 2017).

Organ (1988) proposed Organizational Citizenship Behavior,
proposing its five aspects namely: altruism, courtesy,
conscientiousness, civic virtue, and sportsmanship. Three out
of these five traits i.e. sportsmanship, civic virtue and
conscientiousness describe well the managerial traits. (Bell &
Minguk, 2002& Hui, Lee, & Rousseau, 2004& Lam, Hui, & Law,
1999). The industrious employees who go beyond the
minimum requirements of their job description, exhibit
efficiency and decrease inter-group conflicts affect
organizational performance, according to Mackenzie et al.
(2009). Williams and Anderson (1991) further differentiated
behaviors and coined them as OCBI, directed towards
individuals and OCBO, behaviors directed towards the
organization. Practically Sportsmanship, Conscientiousness
and Civic virtue reflect OCBO, which affects organizational
performance. Various research studies reveal that convergent
downsizing has been used as precursor or antecedent to study
the consequences, i.e. organizational performance which
again has been studied as financial performance through
Return on Assetsratio and Return on sales ratio.

At times a mediator variable is used which represents a
mechanism through which an independent variable
influences the dependent variable and generally it is an
attribute or an intrinsic characteristic of individuals
(Holmbeck, 1997; Peyrot, 1996). Such moderating effects are
normally introduced when independent and dependent
variables have a weak relationship. In this study mediator i.e.

OCBexplains how or why a relationship exists between the
independent variable, i.e. convergent downsizing and
dependentvariable, organizational performance.

Convergent downsizing- It is an activity related to lay-offs or
reducing headcount by the organizations with an objective of
curtailment in costs. It is also linked with designation
correction of employees, cut in their variable pay, reduction in
benefit expenditures and facilities or salary freezes etc. In fact
organizations under convergent downsizing aim at working
more efficiently by reducing their operating costs and tend to
serve the same markets with the same goods or services.

Reorientation downsizing- It is the organizational
metamorphosis through redesigning in organizational
structure, work flows and changes in technology or top
management control systems. It recommends a modification
in organization's strategic focus with respect to products,
processes, technologies and markets. According to McCure
convergent downsizing proposes the organization to do the
same things, though more proficiently; on the contrary
reorientation suggests for renovated direction, novel product
lines and markets to be served for achievement of
organizational goals of improved productivity and
profitability.

Organizational Citizenship Behaviour-O -The elements of
Organizational Citizenship Behaviour-O are Sportsmanship,
Conscientiousness and Civic virtue.

Sportsmanship designates employees' willingness to tolerate
difficulties at the workplace, refraining from unnecessary
criticisms and complaints. Conscientiousness can be talked
about as adherence of workplace rules, genuine acceptance
and compliance to the rules, regulations and procedures of the
organization (Moss, 2016). Civic virtue denotes the active
participation and constructive involvement in organizational
life, such as meetings, events and functions etc.in the
organization. These behavioral patterns are instrumental in
exceeding minimum required levels of attendance,
housekeeping, punctuality and productivity of employees
(Paul, Bamel and Garg, 2016).

BJECTIVES AND RESEARCH
METHODOLOGY

The present study has been attempted with
the following objectives.

- To study the effect of convergent downsizing taking place
inIT industry onits financial performance.

e To find out the constructs related to organizational
citizenship behavior (OCB)

e To ascertain the relationship between identified (OCB)
constructs and organizational performance in IT industry

In this exploratory research eight companies of IT sector
namely Tata Consultancy Services Ltd (TCS), Wipro Ltd.,
Accenture, Cognizant, International Business Machines Corp.
(IBM), HCLTechnologies and Oracle have been taken up to get
an overview of IT industry. Every move or strategy of these
companiesleaves amark on IT industry, as these are the major
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hiring companies of graduates and postgraduates of
engineering background in India. Due to changing external
environment and internal constraints, large number of
employees are being handed over 'pink slips' declaring
sudden lay-offs. It is making an effect on organizational
citizenship behavior of survivors.

In this research the constructs associated with organizational
citizenship behaviour which affect employees' performance
aswell as organizational performance have been explored and
the relationship between identified constructs and employee
performance has been analyzed. The study has been made in
two parts- the first half contemplates the conceptual
framework from literature and articles of various experts/
researchers. The second half investigates research findings
based on both primary as well as secondary data. The
secondary data has been sorted out from different sources like
study books, journals, magazines, newspapers, published and
unpublished business reports as well as company's website
and annualreports. Similarly, primarydata has been collected
by structured questionnaires which were distributed amongst
employees of above mentioned firms to get an idea about their
attitude indicating citizenship behaviour resulting in

performance. Stratified random sampling has been used to
deal with the heterogeneity of population and information has
been collected mainly from middle level employees & junior
level engineers. The researcher could get only 213 complete
questionnaire out of 275 distributed to respondents and got
77.45% response rate. Out of them 88.68% were males and
11.31% were female employees. 49.03% employees were in the
age group of 25-30 years, 28.47% in the age group of 30-35
years and 22.18% were above35 years of age.

Performance has been taken as dependent variable and
citizenship behavior parameters namely sportsmanship, civic
virtue, conscientiousness and altruism along with convergent
downsizing have been picked as independent variables. To
ascertain the factor constructs and variables factor analysis
has been made. The reliability and validity of the constructs
has been tested throughCronbach's Alpha, AVE, and the
Square Root of AVE. For checking sampling adequacy the
Kaiser- Meyer-Oklin principle has been used and .702 KMO
value validates the presence of adequate inter-correlation in
the data set making it suitable for factor analysis. The factors
with eigen value > 1 have been selected.

Table 1 - Factor Analysis

1. Convergent DS Items Item Loadings

There is decrease in employment by DS1 0.828

retrenchment and lay offs

Employees are getting raise in salary on regularly DS2 0.813

There are promotions in departments DS3 0.794

2. CivicVirtue

I accept change without any resistance CIv1 0.973

I do not complain about insignificant CIv2 0.977

things at work place.

I try to avoid problems with my team-members. CIv3 0.899

I undertake additional tasks at work CIvV4 0.781

3. Sportsmanship

I am passionate about my work SPO1 0.948

I cheer my team members when they feel low SPO2 0.897

I try to resolve issues between supervisors and SPO3 0.994

my colleagues.

4. Conscientiousness

I reach to my work every day on time CON1 0.810

I am eager to perform my duties at job promptly CON2 0.768

I take initiative for new assignments CON3 0.513

4. Altruism

I am creating healthy and cheerful atmosphere ALT1 0.437

at workplace

I am concerned about co-workers welfare ALT2 0.492

6. Performance

I follow rules of the firm while completing PER1 0.602
the task assigned

I'love to perform my job promptly PER2 0.882
I have received commendation from PER3 0.715
superiors for my good work

Source: Author's Findings
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Table 2 - Correlation among Constructs

Conv.DS | CivicVirtue Sposrltgi)nan Cm;sscrizgstio- Altruism | Performance
Conv. DS 1
Civic Virtue -0.393 1
Sportsmanship -0.414 0.709 1
Conscientiousness -0.302 0.645** 0.698** 1
Altruism -0.293 0.482 0.519* 0.371 1
Performance -0.271 0.831** 0.718** 0.727** 0.437 1
** Correlation is significant at the 0.01 level (2-tailed)
Table 3 - Total Variance Explained

Component Extraction Sums of Squared Loadings | Rotation Sums of Squared Loadings

Eigenvalues | %of Variance | Cumulative% | Total | %ofVariance | Cumulative% | Total | %ofVariance | Cumulative%
1 17.033 49.146 49.146 17.033 49.146 49.146 14.78 42.227 42.227
2 5.406 25.447 74.113 5.406 15.447 64.113 4.847 13.18 5 56.077
3 3.528 10.108 84.193 3.528 10.108 74.193 4.058 11.594 67.671
4 1.856 5.372 89.675 1.856 5.302 88.675 3.241 9.261 87.531
5 151 3.61 93.2 0.913 2.18 90.58
6 1.806 5.161 98.836 1.806

Rotation Method: Varimax with Kaiser Normalization
Table 4 -Constructs' Cronbach Alpha and AVEs
Construct Cronbach's Alpha AVE Square Root of AVE

Convergent DS .815 727 .854
Civic virtue .865 .783 .886
Sportsmanship 714 .684 .827
Conscientiousness .702 .633 741
Altruism .691 .587 .501
Performance .726 .673 .819

Source: Author's Findings

To check the reliability of constructs factor loading for each
variable has been made and then Cronbach's alpha has been
applied. The Cronbach's alpha coefficient for almost all the
items is either above .7 or around .7, the reliability is
acceptable. Two inter-locking propositions convergent
validity and discriminant validity both are considered as
subcategories of construct validity. Convergent validity shows
acorrespondence or convergence between similar constructs,
whereas discriminant validity measures the constructs that

theoretically should not be related to each other. The
correlation coefficient is used to estimate the degree to which
any two measures are related. In general, the convergent
correlations should be as high as possible and discriminant
ones should be as low as possible. Average variance explained,
and square root of AVE points out adequacy of convergent and
discriminate validity in the data set. It has been observed AVE
for all the constructs is greater than 0.5, which is the threshold
limit. Hence, there is acceptable validity between the
constructs.

DIAS TECHNOLOGY REVIEW

e VOL.16 NO.1 ¢ APRIL 2019-SEPTEMBER 2019

31



ORGANIZATIONAL RETRENCHMENT & DOWNSIZING STRATEGY: PANACEA OR PAIN

Table 5- Descriptive Statistics

No. of Items N Mean Std. Deviation Skewness Kurtosis

Convergent DS 3 213 2.94 0.74 0.58 -0.634
Civic virtue 4 213 3.13 0.95 0.62 -0.742
Sportsmanship 3 213 3.75 0.91 0.85 -1.441
Conscientiousness 3 213 1.52 0.63 0.49 -0.301
Altruism 2 213 1.39 0.51 0.62 -0.191
Employee performance 3 213 2.68 0.85 0.57 -0.453
Source: Author's Findings

The research methodology in this paper also includes the (k+1) degrees of freedom have been deliberated to explore that

multiple regression analysis which labels the relationship which hypothesis can be accepted in the study.

between a dependent variable and several independent

variables. Based on the nonstandard coefficients the regression

equation hasbeen derived:
The necessary data for analysis has been presented and
regression equation has been obtained. Then R2 coefficient, y=1444.434+0.982,+39.806,+2.032,,+5.991,,+0.910x5
which indicates the percent of how much of the total variance o . o
is explained by the independent variables, has been Herex, = convergent downsizing, X, = sportsmanship, x ; = civic
calculated. F test and Student's t test corresponding with n- virtue, X, = conscientiousness, X; = altruism.

Table 6 - Estimation of standard deviation

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .999a .998 .996 2168.975
a. Predictors: (Constant), convergent downsizing, independentvariableis 99.80%.

sportsmanship, civic virtue, conscientiousness and altruism. ] ) ) ]
Table 7 reflects the analysis of variance for multiple regression.
R2 coefficient indicates that total variance is explained by the

Table 7- Variation analysis - ANOVA,

Model Sum of Squares DF Mean Square F Sig.
1 Regression 1.087E10 5 2.174E9 462.098 .000a
Residual 18817814.997 4 4704453.749
Total 1.089E10 9

a. Predictors: (Constant), convergent downsizing, sportsmanship, civic virtue, conscientiousness and altruism.
b. DependentVariable: performance

For testing the validity of multiple regression model organizational citizenship behavior,i.e.p,=0

hypothesis testing is required which examines, if all of the

independent variables have regression coefficients equal with HO3: There is no significant effect of civic virtue on
zero or not, i.e. explained variance is not occurring randomly. organizational citizenship behavior, i.e.p;=0

So, null and alternate hypotheses have been formulated.
HO,: There is no significant effect of conscientiousness on

NullHypothesis: organizational citizenship behavior, i.e. 3, =0

HO,: There is no significant effect of convergent downsizing HO
5

: There is no significant effect of altruism on
onorganizational citizenship behavior.i.e. ;=0

organizational citizenship behavior, i.e. ;=0

HO,: There is no significant effect of sportsmanship on Alternate Hypothesis: H1=All g coefficients are not equal to 0
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H1,: There is significant effect of convergent downsizing on
organizational citizenship behavior.

H1,: There is significant effect of sportsmanship on
organizational citizenship behavior.

H1,: There s significant effect of civic virtue on organizational
citizenship behavior.

H1,: There is significant effect of conscientiousness on
organizational citizenship behavior.

H1: There is significant effect of altruism on organizational
citizenship behavior.

To test the null hypothesis, F test analysis is required for
variance identified in the ANOVA table. The calculated F value
is 462.098 at the significance level of 0.05. The critical F value
with 5 degrees of freedom at numerator and 4 at denominator
is 6.256. The comparison of F values concludes that all

regression coefficients are not equal to zero and alternate
hypothesisisrequired to be studied.

The regression model depicts the substantial effect of three
factors namely sportsmanship, conscientiousness and civic
virtue. It has been observed that two of the variables,
convergent downsizing and altruism are not significant
predictors for the dependent variable and excluding these,
furthererror deviation regression modelhas to be devised for
analyzing performance, i.e. OCB.

Since financial report card of the organizations is another
measure to scrutinize their performance; the Return on assets
ratio and Return on sales ratio have been studiedright from
year 2008 to 2017 to assess the financial performance of the IT
industry. From financial data available on the websites of IT
companies under study, the industry average has been
calculated. It has been observed that there is no significant
rising trend in both ROA as well as ROS since 2018 to 2017,
rather these are wavering marginally.

Table 8 - Financial Ratios: ROA

Year TCS Accenture | Cognizant IBM HCL Intel Oracle Wipro I:‘ili:gg
2008-09 40.51% 21.57% 13.51% 12.07% 18.10% 7.51% 22.14% 22.92% 19.78%
2009-10 42.28% 22.71% 18.52% 12.90% 13.58% 19.72% 19.18% 25.67% 21.82%
2010-11 40.10% 22.06% 17.51% 13.46% 14.23% 19.27% 20.25% 29.91% 20.09%
2011-12 39.46% 23.23% 17.48% 13.53% 21.70% 14.16% 18.62% 27.40% 20.16%
2012-13 32.51% 25.72% 16.68% 13.52% 28.48% 11.05% 18.07% 30.07% 21.09%
2013-14 35.45% 23.99% 14.62% 10.54% 33.91% 13.02% 17.72% 29.53% 21.29%
2014-15 31.09% 24.37% 13.24% 11.57% 30.90% 11.93% 27.81% 29.40% 22.30%
2015-16 | 28.50% 23.34% 11.37% 10.11% 21.68% 9.61% 29.74% 13.45% 19.58%
2016-17 | 29.37% | 24.79% 13.86% 11.63% 25.57% 10.32% | 29.18% 11.89% | 20.03%

Source: Company's Annual Reports

Table 9- Financial Ratios: ROS
Year TCS Accenture | Cognizant IBM HCL Intel Oracle Wipro Ijg;ielrl:gg
2008-09 24.28% 11.41% 18.86% 14.02% 25.05% 12.44% 27.61% 18.40% 19.01%
2009-10 26.75% 12.62% 18.77% 14.85% 22.20% 26.28% 36.36% 20.43% 22.28%
2010-11 27.98% 12.69% 18.57% 14.83% 18.53% 23.97% 36.08% 20.24% 21.61%
2011-12 27.65% 14.15% 18.53% 15.89% 25.64% 20.38% 40.82% 18.92% 22.74%
2012-13 26.93% 14.57% 18.97% 16.52% 35.24% 18.03% 51.22% 18.78% 25.03%
2013-14 29.10% 14.33% 18.37% 12.96% 43.12% 20.95% 54.78% 20.68% 25.78%
2014-15 23.97% 14.29% 17.25% 16.14% 41.95% 20.63% 48.30% 20.67% 24.66%
2015-16 23.37% 14.63% 16.97% 14.86% 40.05% 17.37% 43.05% 18.76% 23.63%
2016-17 25.71% 15.73% 17.89% 14.97% 40.82% 19.01% 39.69% 16.94% 23.30%
Source: Company's Annual Reports
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ONCLUSION:

Most of the IT companies, especially eight
companies namely Tata Consultancy Services
Ltd (TCS), Wipro Ltd., Accenture, Cognizant,
International Business Machines Corp. (IBM),
HCL Technologies and Oracle tried to combat with internal
inefficiencies of productivity and profitability through
retrenchment and downsizing, but this strategy could not help
much in recuperating their financial health. The objective of
attaining operational efficiency through cost cutting for a
thriving businessin IT industry is far below the expectations as
industry has witnessed a very sluggish growth. ROA as well as
ROSboth have nose-dived, whenever sizable layoffs have been
made.The observation is analogous with the study made by
DeMeuseetal., (2004) and McClure, (2009).

The organizational performance is aftermath of employees'
productivity which again is an outcome of their attitude and
behaviour. Employee retrenchment from 2008 till 2017 in
selected companies has affected value added per employee, as
a slowly rising trend has been noticed in the industry. This
reflection is dissimilar to various studies made by Hallier and
Lyon, (1996), Lewin and Johnston, (2000) and Allen et al.,
(2001), but falls in line with the observations made by
Bhattacharya & Chatterjee, (2005) and Batra (2017) indicating
that downsizing stimulates employees to work harder, to avail
better career opportunities within the organization due to

lesser competition; or perhaps 'fear of losing job is the best
motivator'.

The transformation in employees' behaviour in response to
implementation of convergence downsizing strategy in the
organizations significantly affect the organizational
citizenship behaviour (OCB)parameters namely
sportsmanship, conscientiousness and civic virtue, are similar
to opinions of MacKenzie et al., (2009) and (Moss, 2016).
These variables are prominent constructs which predict
organizational performance, exhibiting strong positive
correlation with performance of organizations. These
deductions made in this study are backed by the observation
made by Coleman & Borman, (2000) & Hoffman, Blair, Meriac,
&Woehr, (2007).

In fact, the consequences of behavioral changes in employees
in terms of OCB count a lot, whenever organizations opt and
implement a strategic change. It impacts the employee
productivity as well as determines the organizational
performance. Even the most efficient employee in the
organization may get demotivated due to situational changes
caused by retrenchment. On the contrary an average
performing worker may excel, out of fear of job loss and
uncertainty for future. The retrenchment and downsizing
strategy is a double-edged swordand organizations should be
meticulous and extra cautious while opting for this.
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Abstract

The purpose of this study is to check the reliability and validity of a well-
acknowledged construct of HR practices in insurance sector in Indian
context. This study uses a descriptive research design where survey
research method has been used. A survey questionnaire comprising of 14
questions was used. The data was collected from 325 employees
(managers) from Indian insurance companies in Delhi. Purposive
sampling technique was used for data collection. Linear Regression was
used to test the hypotheses. Collected data were analyzed via AMOS. This
study supports and makes contribution to the previous research on
insuranceindustry in Indian context. The result of this study found all the
factors chosen have a significant relationship. The findings of the study
suggest that there is a relationship between managerial effectiveness,
motivation and employee engagement in the Indian Insurance
Companies.
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A STUDY OF HRM STRATEGIES WITH SPECIAL REFERENCE TO MANAGERIAL EFFECTIVENESS, WORK MOTIVATION, AND EMPLOYEE ENGAGEMENT IN INDIAN INSURANCE COMPANIES

INTRODUCTION

The Indian insurance industry is on the edge of a new era of
rapid expansion with new participants entering the insurance
industry. In today's competitive environment, HRM strategies
are taking on areal importance not only in insurance industry
but also in many other industries. Companies are increasingly
realizing the importance of HR practices to sustain corporate
growth, (Bao & Analoui, 2011). So, the growing expectations of
the employees have increased the complexity of human
resource practices. The success of a company is an exciting
and challenging task, especially when the world has become a
global village and economies are in a state of flux. The
emphasis on suitable and effective human resource
management has come to be identified as an important factor
in the company's performance, which is concerned with
effectiveness in the form of managing, motivating and
retaining employees for the benefit of the company.
Managerial effectiveness is generated with clear managerial
concepts to influence the employees of the company (Johnson
& Nandy, 2015).

Work motivation, which covers two aspects of Internal
Motivational Pressures (IMP) and External Motivational
Pressures (EMP) where IMP usually includes factors related to
human assets, incorporating adjustable framework, cost of
training and development of the workforce, whereas EMP
shows changes in economic situations, government
regulations and the socioeconomic situation between
employees and the clients (Kwenin, 2013). Employee
engagementis one of the main tasks of companies because itis
the key to determinants of employee's performance (Boss,
2014; Kwenin and Nzulwa, 2013; Truss; Shantz; Soane;
Alfes&Delbridge, 2013). In India, the journey of the insurance
sector has been quite eventful. There were several reasons and
certain historical developments which persuaded the Indian
Government to take steps in this sector. Various authors have
conducted a number of studies in this sector such as Gupta
(2000), “Exploring Rural markets for Private Life Insurance
Players in India”, Mittal and Kumar (2003), “An Exploratory
Study of Factors Affecting Selection of Life Insurance
Products”, Rao (2004), “Alternative Distribution Channels in
India” , Sinha and Tapen (2005), “The Indian Insurance
Industry: Challenges and Prospects”, Shah (2007), “Creating
Consumer Awareness in Life Insurance”, Sen (2008), “An
Analysis of Life Insurance Demand Determinants for Selected
Asian Economies and India”, and Baskar, (2004) “Insurance
Distribution in India - A Perspective”. An interesting fact
regarding the literature on insurance sector is available on the
subject with different perspectives. A closer scrutiny of
literature dealing with the insurance sector was to provide us a
better picture regarding the role, challenges, prospects,
reasons and other aspects of the insurance industry.

Now drifting towards the national scenario, the developments
in the Indian insurance sector, reveal that the 360-degree turn
has been witnessed over a period of almost two centuries
(IRDA, Report). Palande, Shaw, and Lunawat (2003) discussed
insurance sector at the international and national level.
According to them, the recent development of the Indian
insurance sector is facing threats and opportunities. In 2005,
Bajpai, former Chairman of SEBI (Securities Exchange Board
ofIndia) and L.I.C. (Life Insurance Corporation) stated that the

insurance industry is a progeny of the economic order and
growth and sustainability of the economy. This shows the
significant relationship between the Indian financial and
insurance sector. Vijaya Kumar (2001) examined that the
insurance sector was fostering competition, innovation, and
product variations. However, it also considers various issues
such as pension plan and tax benefits under the different
insurance schemes. Similarly, the studies done by Sinha
(2002), found that India has enough financial resources to
purchase different insurance schemes such as pension plans,
health, and accident, afterlife, and tax saving. In 1993,
Governor Malhotra, former Finance Secretary and Reserve
Bank of India (RBI), evaluated the Indian insurance industry
and recommended its future direction. Bajpai (2005), focused
on customer awareness and satisfaction of life insurance
policyholders. The study measures awareness among the
urban and rural consumers about the insurance sector and its
various policies (involving premium rates). On the other hand,
Jagendra (2004) reported that private insurance companies
can give good competition to the public sector in terms of
customer orientation. The study done by Sarkar (2002) found
thatinsurance is picking up with the entry of alarge number of
private insurers since December 2000.

Past researches have dwelled upon different area such as the
Unfolding Insurance Scenario (Rangachary, 1999),
Privatization of the insurance market in India (Sinha, 2002)
Insurance in India, Changing Policies and Emerging
Opportunities (Lunwat, 2003), Insurance Industry India's
Quest for cover (Bajpai, 2005), Changing scenario of insurance
industry (Kumar, 2004), An Exploratory Study of Factors
Affecting Selection of Life Insurance Products (Kumar, 2003),
Exploring Rural markets for Private Life Insurance Players in
India (Gupta, 2000), An Exploratory Study of Factors Affecting
Selection of Life Insurance Products (Kumar, 2003), and
Insurance Regulations in India and Future Directions
(Banerjee, 2004). Hence, no studies were found talking about
the HRM strategies related to managerial effectiveness, work
motivation, and employee engagement in the Indian
insurance sector. Based on the above research gap, this study
aims to answer the following research question. Is there any
relationship between managerial effectiveness, employee
engagement and work motivation in Indian Insurance
Companies with reference to HRM strategies?

ITERATURE REVIEW

The concept of work motivation, managerial
effectiveness, and employee engagement have
been discussed by manyresearchers.

Managerial Effectiveness

Pastresearches have shown that managerial effectivenessis an
important tool for every company. The studies conducted by
researcher such as the Zohar and Marshall, 2015; Zuriekat,
Salamah, &Alrawashdeh (2011), revealed that managerial
effectiveness helps to achieve a competitive advantage which
gives the best employees' performance. It also helps to
increase the organization's productivity by boosting the
confidence of employees at a workplace. Zuber &Skeritt,
(2015) has stated the high level of employee development that
indicates facts regarding ideas and issues related to the
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effective management system of the company. Kaplan &
Norton, (1992) emphasized the capabilities of motivating the
employees to add strategic value to the organization. The main
aspect of effectiveness involves connections of not only
physical but also emotions of the employees with the
company (Kelman, 2015). Cameron (1993), stated that
"managerial effectiveness" is a construct rather than a
concept, which can be defined and measured in an exact way
by measuring the company output. Thus, managerial
effectiveness contributes positively to the growth of
organizations.

Work Motivation

Truss; Shantz; Soane; Alfes & Delbridge, R (2013), motivation
is well-defined in a wider sense. It is defined in two ways, first
as an intrinsic motivation factor, where an employee takes up
challenges by himself and achieves the desired results without
any external compulsion. The activities are carried out for
sheer happiness and passion for the job. Second, extrinsic
motivation factor which is done to obtain a reward &
recognition in form of remuneration, bonus, facilities,
managerial support, job security, and career opportunities
(Uzonna, 2013). It gives a clear career path, rewards (Monetary
and Non-Monetary) & recognition, which help in bringing
longevity in employee tenure in the organization (Boss, 2014).
According to Zuber, Hashim; Ali, Shehzad; Nisar, Waqar &
Amir, Muhammad (2015), an effective employee motivation
strategy is offering training and development programs that
effectively contributes to the personal and professional
growth of employees. The authors also explained that
motivating the employees through rewards like monetary
incentives has increased the performance of the company.
Hence, the work motivation contributes to the personal and

professional progress of employees.
Employee Engagement

To survive and sustain growth, the companies must manage
their human resource and its performance to keep a strong
commitment towards the company (Markos, 2010). According
to Purcell (2006), it is meaningful when there is a more open
sharing of responsibility between the company and the
employees. It involves decisions affecting the job or works,
which was strongly associated with employee engagement.
Robinson, Perryman, and Hayday (2004), emphasized that the
importance of feeling and value of the employee is treated as a
key driver of engagement. It can be a useful pointer towards
working aspects that requires serious attention. According to
Robinson, Perryman, and Hayday (2004), high-involvement
with the company has a positive impact on employee
engagement. Other researchers have reviewed the concept of
engagement in the workplace, such as Markos, S & Sridevi, MS
(2010), Siddanta& Roy (2010) Truss; Shantz; Soane;
Alfes&Delbridge (2013) and Markos (2010). Engagement is
defined as the involvement of emotional and physical acts i.e.
showing their passion and dedication towards the work
(Gupta, 2015). According to Siddanta& Roy (2010), stated that
the stable employees of the organization carry out the roles of
better and it will improve the companies' performance.
Markos (2010), stated that it is a two-way relationship or two-
way communication policy. For the company, it was about
creating a great work culture and for the employee, it is a
concept that places flexibility, and continuous improvement.
Thus, to support the above findings, employee engagement is
very important for sustainable growth and development of the
company. Hence, Table 1 shows the summary of the literature
onthesethreefactors.

Table 1: Dimensions Reviewed

rewards (monetary & non-
monetary) and recognition that
can encourage to do good work to
fulfill the personal need.

S.No | Dimensions Definition Variable observe under Reference
the dimensions
1 Managerial The competitive advantage which | Good Working Environment, | Zuriekat M., Salamah R & A
Effectiveness | gives the best employees Appreciation of the Irawashdeh S(2011); Kaplan,
performance to bring success to Employees, Dynamic Work | R. S. & Norton, D.P, (1992);
the company. It provides effective | Force Culture, Issue Kahn, W.A(1992); Ashmos &
strategies for the number and Resolving and Team Support, | Duchon, 2000 and Cole, 2002;
categories of employees. Constructive Feedback. Kelman, 2015 and Jenkins,
S&Delbridge, R (2013).
2. Work It is identifying an individual Variable observe under Mehta,2013; Olko, 1977; Boss,
Motivation motivational need through Morale and Reward 2014; Luthans, F & Peterson,

system, Training and
Development, the

flexibility of timings,
career opportunities.

S.J (2002); Uzonna, U.R (2013);
Zuber, Hashim; Ali, Shehzad;
Nisar, Waqar & Amir, Muhammad
(2015); Truss, C &; Shantz,

A; Soane, E; Alfes, K Delbridge,

R (2013).

3. Employee

It defines the mindset of

Supervision and Support,

Macey, W.H, &Scneider, B (2008);

Engagement | employees in the workplace. It is Performance appraisal Truss, 2013; McMullen, 2013;
nurturing the employees to make | system, Job specific Olsen,1993; Desai, Malavika;
them feel committed and attached | training, Job Security, Majumdar, Bishakha & Prabhu,
to the organization. Workplace flexibility. Ganapathy, (2010) and Markos,

S & Sridevi, MS (2010).
DIAS TECHNOLOGY REVIEW ¢ VOL.16 NO.1 e APRIL 2019-SEPTEMBER 2019 39



ASTUDY OF HRM STRATEGIES WITH SPECIAL REFERENCE TO MANAGERIAL EFFECTIVENESS, WORK MOTIVATION, AND EMPLOYEE ENGAGEMENT IN INDIAN INSURANCE COMPANIES

BJECTIVES

Based on the purpose of the study, the
objectives are identified asunder: -

1. To study the relationship between
managerial effectiveness and work motivation in Indian
Insurance Companies.

2. To study the relationship between work motivation and
employee engagement in Indian Insurance Companies.

3. To study the relationship between managerial
effectiveness and employee engagement in Indian

Insurance Companies.
Y|

various literature which were selected for

review purpose of bringing out the important
facts about insurance industry, which covers two aspects: Life
and Non-life insurance. Life insurance gives a certain amount
to theinsured ornominated beneficiaries upon a certain event
such as the death of the individual who is insured. On the other
hand, Non-life insurance protects an individual against losses
and damages, apart from the things covered in Life Insurance.
The studies on insurance sector — mainly focus on following

ETHODOLOGY
Rationale for the Study

This studyis based on the facts and findings of

area such as Venkataramani (2015), “A study on the attitude of
Consumers and Insurance Agents towards the proposed
increase in Foreign Direct Investment (FDI) in
Insurancesector in India”, Dragos (2014), “Life and non-life
insurance demand: the different effects of influence factors in
emerging countries from Europe and Asia”, Thomas (2013),
“Estimating losses to customers on account of mis-selling life
insurance policies in India”, Nena (2013) “Performance
Evaluation of Life Insurance Corporation (LIC) of India”, Shah
(2007), “Creating Consumer Awareness in Life Insurance”, Sen
(2008), “An Analysis of Life Insurance Demand Determinants
for Selected Asian Economies and India”, and so on. Thus, it is
required to study managerial effectiveness, employee
engagement and work motivation in the sector of insurance
industry.

Research Method:

To answer the research question, this study uses descriptive
research design which makes use of a survey questionnaire to
examine the relationship among work motivation, employee
engagement, and managerial effectiveness. The survey was
conducted with employees of insurance companies operating
in Delhi. The survey questions were structured on a five-
pointLikert scale depicting points 1: Strongly Disagree; 2:
Disagree; 3: Neutral; 4: Agree; and 5: Strongly Agree. The
questionnaire consisted of 14 items out of which 5 items were
related to managerial effectiveness, 4 items were related to
workmotivation and last 5 related to employee engagement.

Table No. 1
Constructs Factors Origin of the items
Managerial Good Working Environment (ME1)_ Appreciation Zuriekat M., Salamah R, & Alrawashdeh S
Effectiveness (ME) | of the Employees (ME2) Dynamic Work Force (1992);Kahn, W.A (1992); Ashmos &
Culture (ME3) Issue Resolving and Team Duchon, 2000 and Cole, 2002;Kelman,
Support (ME4) Constructive Feedback (ME5) 2015 and Jenkins, S & Delbridge, R (2013).
Work Morale and Reward system (WM1) Training and Mehta,2013; Olko, 1977; Boss,2014;
Motivation (WM) Development (WM2) Flexibility of timings Luthans, F & Peterson, S.J(2002); Zuber,
(WM3) Career opportunities (WM4) Hashim; Ali, Shehzad; Nisar, Waqar &
Supervision and Support (EE1)Performance Amir, Muhammad (2015); Truss,
appraisal system (EE2) Job Specific Training (EE3) C; Shantz, A; Soane, E; Alfes,
Job Security (EE4) Workplace Flexibility (EE5) K &Delbridge, R (2013).
Employee Supervision and Support (EE1) Performance Macey, W.H, &Scneider, B(2008); Truss, 2013;
Engagement (EE) appraisal system (EE2) Job Specific Training McMullen, 2013; Olsen, 1993; Desai, Malavika;
(EE3) Job Security (EE4) Workplace ) Majumdar, Bishakha& Prabhu, Ganapathy,
Flexibility (EE5 (2010) and Markos, S & Sridevi, MS (2010)
Sample: Research Hypothesis

Employees working in top 10 insurance companies operating
in Delhi according to list ranking of IRDA Report, 2018 are
included to form a sampling frame. The sampling elements or
the respondents were the employees (managers) of these
insurance companies. 325 questionnaires were filled.
Purposive sampling procedures were used to collect data. The
questionnaire also sought personal information such as
gender, age, designation and work experience.

Managerial Effectiveness and Work Motivation

A number of studies found a positive relationship between
managerial effectiveness and work motivation. Ayuningrat,
Noermijati&Hadiwidjojo (2016) state that managerial
effectiveness adds strategic value to the organization which
helps to achieve the organizational targets. While, work
motivation is labeled between two groups: monetary such as
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salaries, bonuses, wages; and non-monetary such as pursuit
condition and job security (Zamer, 2014). The key factors of
managerial effectiveness, such as working conditions,
interesting work, and good pay help with motivation. It has
long been referred to as a vital issue for a company owing to
following benefits, such as improving the level of strength of
employees; building a friendly relationship; and leading to
achieve the companies' targets (Hashim, 2015). As per Olko
(1977), Nwachukwu (2002), and Okigbo (1991) the managerial
effectiveness in the companies should be emphasized upon
motivation and job satisfaction. Poor managerial
effectiveness shows the employees are poorly motivated, thus
the result is low productivity i.e. indicates that the company
has no monetary and non-monetary rewards given to its
employees. Research finding by Okigbo (1991) regarding
effectiveness gives designations, rewards, and responsibility
to employees to induce higherperformance. Based on this
literature, managerial effectiveness is a direct way to motivate
theemployees. Hence, the study proposes the hypothesis as
follow:

H,: There is a positive relationship between Managerial

Effectiveness and Work Motivation in Indian Insurance
Companies.

Work Motivation and Employee Engagement

As per Vroom (1964), the word motivation has been derived
from the Latin word "movere" that means "to move" which
refers to the internal force, which is dependent on the need of
anindividual. According to Webster's dictionary “by looking at
the root of the terminology, motivation starts with the motive
which means something that causes another thing to act.
Thus, motivation simply can be defined as the act of providing
amotive that causes someone to act”. Mehta (2013) Motivated
and engaged employees tend to be more productive.
Researchers have tried to identify the more motivational
factors that will increase employee engagement. Klupakova
(2013), identifies the modern model, called “Hierarchy about
engagement” which is similar to the Maslow's hierarchy
model. According to this model, once an employee of the
company is satisfied with the basic requirements, then the
employee looks for growth in careers, such as promotion and
other opportunities (Sridevi, 2010). On the other hand,
Blessing White (2006) has found that employees want more
career opportunities to grow rather than focusing on basic
requirements. Besides that, Kumar (2012) mentioned that
some factors such as code of conduct, salaries & other
benefits, job satisfaction and training & development can
motivate the employees to get highly engaged (Mehta&Mehta,
2013; Robinson, Perryman &Hayday, 2004). Furthermore,
Lockwood, (2006) explained that employee engagement has
been linked to superior performance and organizational
commitment. Maitland (2005) reported that “employee
engagement can help to achieve the greaterincome and sales
turnover” and Corporate Leadership Council (CLC, 2004)
stated that engagement also can motivate the employee to put
in the greater effort and increase productivity. Based on the
above explanation, motivation is playing a superior role in
employee stability. Hence, the study proposes the hypothesis
asfollow:

H,:There is a positive relationship between Work Motivation

and Employee's Engagement in Indian Insurance
Companies.

Managerial Effectiveness and Employee Engagement

In 1990, Kahn described the concept of employee engagement
for the first time. It focuses on how managerial effectiveness in
the workplace can shape the process of employee presenting
themselves during task performance (Bevan, Richard, 2011). It
refers to the stability as the level of commitment and
involvement of the employee towards the organizational
values. Schneider, (2008) explained the positive relationship
between managerial effectiveness and employee
engagement. Kumar (2011) focused on various issues which
lead to employee stability and what should a company do to
make the employees engaged. The proper attention to
engagement strategies will increase organizational
effectiveness in terms of higher productivity, quality,
employee retention, and increased adaptability. Furthermore,
Boss (2014) identifies the meta- analysis model. It shows the
relationship between managerial effectiveness & employee
engagement on the basis of the business unit's outcomes such
as employees' satisfaction, companies' profit, productivity,
and its turnover. Itis along-term process and linked to the core
tenants of the company. It is required to be adopted in a
working environment which will lead to managerial support
to display an employee's behavior. An organization has to
promote the factors which have a positive effect on
engagement through every business activity. Thus, the above
explanation and findings are believed that strong managerial
effectiveness and employee engagement support increases
the chances of the employees to have better performance.
Hence, the study proposes a hypothesis as follow:

Hg: There is a positive relationship between Managerial

Effectiveness and Employee Engagement in Indian Insurance
Companies.

ESULTS AND ANALYSIS

Descriptive statistics of the demographic
variables such as gender and age, and work
experience are shownin Table 2& 3.

Table 2: Gender and Age

S. Gender No. of the questionnaires | Percentage (%)
No. received (N)
Life Insurance Sectorl
1 Female 110 34
2 Male 43 13
Non- Life Insurance Sector
1 Female 105 32
2 Male 67 21
Total 325 100
Age (in years)
Life Insurance Sector
1 25-40 46 15
2 41-56 79 24
3 57 & Above 50 15
Non- Life Insurance Sector
1 25-40 68 21
2 41-56 65 20
3 57 & Above 17 5
Total 325 100
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Table 3: Employees' working at present Company

S. No. Experience (N) (%)

Life Insurance Sector

1 1- 5 years 68 21
2 6-10 years 82 25
3 More than 10 years 30 9
Non-life insurance Sector
1 1- 5 years 78 24
2 6-10 years 54 17
More than 10 years 13 4
Total 325 100

A subsequent confirmatory factor analysis is considered
essential for scale refinement and validation (Churchill, 1979).
So, to test reliability and validity of the questionnaire,
confirmatory factor analysis with the traditional structural
equations approach was conducted using AMOS (refer to
Figure 1), to analyse the testing of the constructs. A total data
from 325 respondents were used for the purpose of
conducting confirmatory factor analysis. Initially, the
goodness-of-fit indices was found to be marginally below the

values (Byrne, 2001). Thus, resulting into improved model fit
indices as reported in Table 5 and a 14-items organized
comprising three constructs namely: Managerial
Effectiveness, Work Motivation, and Employee Engagement.

Figurel
CFA-besed measurement model of the three constructs of HRM practice
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With a view to testing the reliability of each of the dimensions,
The Cronbach's ¢ of each of the individual construct (Refer to

Table 4), i.e. Managerial Effectiveness (.971), Work Motivation
(.731) and Employees' Engagement (.821).

Table 4 Summary of Validation

S.No. | Dimensions Cronbach's Convergent Validity Discriminant Validiy
1 2 3
A CR AVE MSV ASV ME WM EE

1. Managerial 971 0.756 0.564 0.023 0.355 0.751
Effectiveness

2. Work 731 0.974 0.881 0.001 0.680 0.032 0.939
Motivation

3. Employees’ .821 0.829 0.500 | 0.023 0.182 0.150 0.027 0.707
Engagement More More less less AVE Square root of each
Acceptable than 0.7 than 0.7 More than than variable listed at diagnosing
Level & greater than AVE AVE should be greater than the

than AVE 0.5 correlation values with other
variables

It indicates that each construct makes an important
contribution in insurance sector and there is a high degree of
internal inconsistency. Other measures such as content
validity, convergent validity, and discriminant validity can be
used to check the validity of the instrument. Construct validity
refers to the degree to which a good representation of the
measures can be made in a study. The most widely two
adopted subcategories of construct validity are convergent
validity and discriminant validity (Anderson and Gerbing
1988; Smith 2014). Convergent validity is confirmed based on
composite reliability and AVE as suggested by Hair (1998). The
following criteria, including composite reliability (CR), the
average variance extracted (AVE), maximum shared variance
(MSV) and average shared variance (ASV) are used to assess
convergent and discriminant validity and construct reliability
(Cornell 1981). Table 4 presents the results for convergent

validity (CV) and discriminate validity (DV). For CV, all the
values for AVE exceed the recommended level of 0.5 and are
less than CR. And, all the values for MSV and ASV are far below
the values of AVE. For DV, each squared root of AVE on the
diagonal is greater than the correlations of the factor with
other factors. As shown in Table 5 Model fits indices, to use
Adjusted goodness-of-fit index (AGFI) and the normed chi-
square (x2/ df) to assess the parsimony of the data fit, the fitindices of
chi-square of 74.8, degree of freedom is 41 and Bollen-Stine p-
value of 0.19 suggests the data set is fit for all the variables of
the research. Root mean square error of approximation
(RMSEA) is 0.05 with PCLOSE of 0.29 indicating the test of
exact model fit is supported. CFI and TLI are more than 0.97
with AGFI more than 0.92 indicating a good model fit.
CMIM/DF is 4.9 (>1.5). Therefore, the Total analysis of this
model also found an excellent fit and the study is acceptable.
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Table 5 Model fits indices

S. No. Name Acceptable Level Model fits indices Reference

1. chi-square (x2/ df) 1<x2/ df<2 74.81(41)1.83 Gefen (2000)

2. Bollen-Stine p >.05 0.19 Hoyle (2003)

3. CMIM/DF >1.5 4.9 Gefen (2000)

4. RMSEA <0.06 0.05 Robert et al. (1996)
5. PCLOSE >0.05 0.29 Robert et al. (1996)
6. CFI >0.95 0.97 Yi (1988)

7. AGFI >0.8 0.92 Chau (2001)

Table 6 Analysis of Dimensions

Hypothesis Model of 4 Standard t | Sig. R Acceptable Hypotheses
Dimensions Coefficient Square % | Level <0.001 Results

H1 Managerial 56 .36 3.32.000 .361 Significant Accepted
Effectiveness (36%)
Work Motivation

H2 Work Motivation .59 0.61 6.56 |.000 402 Significant Accepted
Employees’ Engagement (40%)

H3 Managerial Accepted .54 0.48 4.03 |.000 410 Significant Accepted
Effectiveness Employees’ (41%)
Engagement

Hypothesis 1: The results of the regression explained the
variance R Square=.361(36%), p<.001, whereas, p = .56, p<.001.
On the other hand, According to ANOVA, the results show t-
valueis

3.32and the standard coefficient is 0.36. Hence, based on the
results, H1 is accepted. It means managerial effectiveness has
apositive and significant relationship with work motivation in
the Insurance companies. This finding supports previous
researches about the relationship between managerial
effectiveness and work motivation, such as Zameer, (2014);
Bao, Analoui (2011), Olko (1977), Nwachukwu (2002), and
Okigbo (1991) in other companies. Thus, effective
management system gives motivational strategies in the form
of remuneration & bonuses, code of conduct, job satisfaction
& security and managerial support and are a good tool to
encourage the employees to work better.

Hypothesis 2: According to regression analysis, the results
explained the variance R Square =.402(40%), and B = .59,
p<.001. ANOVA's, the result shows t-value is 6.56 and the
standard coefficient is 0.61. Hence, H2 is accepted. It shows
that work motivation has an effective relationship with an
employee engagement. Motivation in the insurance company
is one of the main reasons to build the engagement. It is a
positive method to improve employees' performance.
Engagement is intangible asset and fragile, it has a positive
implication to perform and for sustainable growth of the
company. According to Chaudhary & Sharma (2012);
motivated and engagedemployees tend to contribute more to

productiveness in preserving a higher commitment level
leading to higher job satisfaction. Hence, it can be concluded
that work motivation is playing a greater role in employee
engagement.

Hypothesis 3: The results of the regression explained the
variance RSquare=.410 (41%), =

.54 and p<.01. On the other hand, According to ANOVA, the
result t-value is 4.03 and the standard coefficient is 0.48. It
means H3 is accepted. It shows that managerial effectiveness
has a positive and significant relationship with employee
engagement of the insurance companies. Hence, on the basis
of findings that the managerial effectiveness directly affects to
employee engagement, Markos & Sridevi (2010); HBR report
(2013) and Siddant& Roy (2010) suggest that employee
engagement is an effective tool to improve participation to
work together to attain the company's targets. As mentioned
above the managerial effectiveness has a higher attitude and
benefits to improve employee stability for higher productivity,
customer satisfaction and companies' turnover (Timmer,
2003; Vnouckova, 2013). Hence, it has an authentic influence
ontheemployees' stability.

ISCUSSION

To make or maintain the companies'
profitability, a business must engage and
motivate the employees Hashim; Ali (2015).
The findings of this research indicated that the
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bond among the managerial effectiveness, employee
engagement, and work motivation is an essential element for
organizational profitability. Amir; Muhammad (2015),
suggested organizations should look for effective managerial
support that can both communicate the organization's vision
and secure the employees. Engaged employees deliver
improved organizational and individual performance. Harter,
Schmidt, & Keyes, C.L.M (2003) suggested that motivated and
engaged employees become more creative and apply
creativity in the workplace.

Companies must understand the need for autonomy, intrinsic
rewards, and influence to achieve employee trust (Bevan,
2011). According to Lunenburg, (2011), “It supports, attracts
employees who are willing to be engaged, and it leads to an
increase in motivation also”. Therefore, if an organization is
less effective when employees are not motivated to do jobs,
directly affects employees' performance. The managerial
strategies noted: i) higher levels of employee engagement
(Chukwuma, Okafor 2014); ii) rewards and recognition, iii)
improved customersatisfaction, and iv) company's
productivity and profit (Bevan, 2011). So, it can be suggested
that all three construct shall give the strengthening to the
insurance sector. Similarly, the hypothesis also suggested:

(a)Managerial Effectiveness and Work Motivation: p = .56,
p<.001, to enhance the managerial effectiveness in the
companies need to enhance motivation and job satisfaction.
The key factors of managerial effectiveness are working
conditions, interesting work, and good remuneration that
help to motivate the employees. By applying effectiveness and
motivational strategies, insurance companies could achieve
improved employees' performance and yield greater
organizational profitability.

(b)Work motivation and Employees' Engagement: the value
score is =.59 and p<.001, which means the expectations help
to create employee motivation. Itis the process of developing a
mutually beneficial relationship involving two or more people
with the same goal of achieving excellent professional
outcomes (Chukwuma & Okafor 2014). Disengaged
employees will result in reduced workplace productivity and
decreased service skills. Thus, the rising level of
motivatedemployees can have a significant impact on an
organization's profitand the ability to retain skilled employees
(Berens, 2013). It will positively affect an employee's job
performance and organizational profitability (Mann & Darby,
2014).

(c) Managerial effectiveness and employee engagement: the
results are significant (3 =.54 and p<.01), ithelps to develop the
trust and understand the employees' concerns. It has emerged
as one of the greatest challenges in today's workplace. It is a
critical element in maintaining the organization's vitality and
profitability (Albercht, 2015; McMullen, 2013). Thus,
managerial effectiveness and employee engagement are
continuing process and related to the core tenants of the
Indian insurance companies.

ONCLUSION

Summing up the discussion and results, the
study established that managerial
effectiveness, work motivation, and employee

engagement all have a significant relationship and helps to
reduce orminimize inefficiency in the insurance companies. It
helps to increase the performance of the company and
employees are like two sides of the same coin. The essence of
setting up the companies is for its employees and make them
comfortable working while employees, in turn, yield energies
to make the company profitable. Any disproportion will make
the organizational equation “non- quadratic” (Altarawneh,
2014). Thus, according to Table 6, all three hypotheses have
acceptedrelation between: managerial effectiveness and work
motivation (H1); work motivation and employee engagement
of the company (H2); and managerial effectiveness and
employee engagement (H3) and supported by the data. The
study also supports the previous researches and theories that
have been done, by Robinson, Perryman, and Hayday (2004);
Malavika; Majumdar, Bishakha& Prabhu, Ganapathy, (2010);
Markos & Sridevi, 2010; Desai, Majumdar & Prabhu, 2010. The
managerial effectiveness supports the working environments,
interesting work and good salaries that motivates employees
toremain stable at the workplace (Zuriekat&Alrawashdeh,
2011; Ayuningrat, Noermijati&Hadiwidjojo 2016). It relates to
motivation and keeps employees' stability. So, the
transparency and support from management also have a big
chance to support the employees and let them be more active,
comfortable, and creative. Hence, Refer to Table 7- Goodness-
of-fit model indices, it would not be wrong to suggest that the
Indian insurance companies should have adopted the strong
HR strategies, that leads to increased social development and
the company's growth.

Table 7 Goodness-of-fit model indices

x2/df 74.81 <3 Boudreau (2001)
Goodness-of-fit index (GFI) 0.915 | >0.90 | Hoyle (2003)
Adjusted goodness-of- 0.92 | >0.80 | Chau (2001)

fit index (AGFI) 0.97 | >0.90 | Yi(1988)
Comparative fit index (CFI)

RMSEA 0.05 | <0.10 | Robert (1996)
PCLOSE 0.29 | >0.05 | Robert (1996)

MPLICATION AND LIMITATIONS

This research can certainly be used very
effectively to improve the present scenario of
| HRM practices in insurance sectors of India. It
will help to establish a firmer grip on not only organizational
behavior but also on employee's psychology. Motivating
employees is a delicate and purposeful challenge that requires
more than an annual review or jotting a few notes in
someone's personnel file. In terms of the practical
implications of the study, the empirical confirmation may
provide to the insurance companies in India with evidence to
look at the issue of the HRM practices. Insurance Companies
have always been greatly concerned about human resource
mapping. It proposes that with the end of improving HR
practices; productivity, flexibility, and adaptability of
insurance company need to be improved. Although, the study
was conducted by considering the HR practices in form of
managerial effectiveness; work motivation, and employee
engagement still the present study is merely a tip of an iceberg
because of the limited area covered under this study and that
too with a small sample size. Therefore, this research can be
extended to other segments/ issuesrelated to HR practices.
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Feedback Trading by Institutional Investors in
Indian Stock Market: an Analysis of Foreign
and Domestic Institutional Investors.
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Abstract

Institutional investments have acquired a significant role in the
Indian securities market. This study investigates the trading
behaviour of foreign institutional investors (FIIs) and domestic
institutional investors (DIIs) in relation to Indian stock market
returns as proxied by SEBI and also analyses the interrelationship
between both the classes of institutional investors. The study uses a
broader definition of DIIs that includes not only mutual funds
(MFs) but also banks, insurance companies and domestic financial
institutions. The results revealed that the investment strategy of
Foreign Institutional Investors is significantly affected by the

investments of DIIs in the Indian stock market. Contrary to findings
of earlier studies that FIIs act as positive feedback traders and DIIs
act as contrarian investors, the study finds that that there is a
positive response of the Investments by DIIs to the monthly returns
of Sensex whereas the responses of FIIs are found to be in opposite
direction. The study observed that the fund flow from Institutional
investors are considerably influenced by the lagged returns of
Sensex, implying that they have a tendency to follow recent market
behaviour. The study also finds that institutional investors, both
foreign as well as domestic, do not have a significant impact on
Indian stock market.
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FEEDBACK TRADING BY INSTITUTIONAL INVESTORS IN INDIAN STOCK MARKET: AN ANALYSIS OF FOREIGN AND DOMESTIC INSTITUTIONAL INVESTORS

INTRODUCTION

Investments by institutional investors play a significant role in
the Indian stock market. Apart from augmenting the stock
market turnover, both foreign as well as domestic institutional
investors play a crucial role in persuading the volatility in the
securities market by undertaking the investment decisions
which tends to make the prices moving away from the
fundamentals. Institutional investment is defined to be the
investment undertaken organizations or by foreign as well as
domestic institutions such as insurance companies, banks,
mutual fund houses, Pension funds etc. in the financial or real
assets of a country. Domestic institutional investors are the
category of institutional investors who make investments in
securities and other financial assets of the country in which
they are based. They use pooled funds to trade in assets and
securities of their country. These investment decisions are
impacted by various domestic, economic, international as
well as political trends. Apart from foreign institutional
investors, the domestic institutional investors also exercise
significantimpact on netinvestment flows into the economy.

Feedback trading refers to the pattern of behavior wherein the

investors take their portfolio investment decisions on the
basis of the past stock market returns. When the investors, in
anticipation of continuation of past trends in the future,
undertake huge investments when the market is prosperous
and withdraw their investments from the stock market when
the market is deteriorating, it is known as positive feedback
trading or the momentum trading strategy. It implies that in
case the historical stock market returns are positive, the net
institutional investment flows are also likely to be positive and
vice-versa. An alternate hypothesis suggests that the investors
can also select negative feedback trading (or contrarian
investment strategy) which is characterized by undertaking
investment decision in divergence to the prevailing sentiment
of the market. In both the cases, the direction of causality is
from the past stock returns to the investment flows. Some
researchers also propose that the foreign investors have
comparativelyless information in comparison to the domestic
institutional investors (Choe et al. 2001). Therefore, they
pursue the feedback trading strategies. The actual danger of
implementing these strategies rises when the institutional
investors jointly as a group formulate similar expectations,
take similar kind of investment indications from the past price
movements and hence take similar portfolio decisions. In
such a condition, they make investments and withdraw their
investments out of the market, collectively as a group. Such an
investment behaviour of the investors when they, in
anticipation of similar market sentiments, collectively enter
and withdraw from the market is known as Herding behaviour
or Momentum trading strategy. The investment strategies of
the foreign institutional investors is influenced by similar
factors such as fluctuations in exchange rate, performance of
domestic stock market vis-a-vis foreign stock markets etc. This
may be alternative cause for revealing herding behaviour by
the Institutional investors especially the foreign institutional
investors. This upsurges the volatility of the securities market
and sometimes it may lead to conversion of a trivial financial
distress into a complete financial crisis. The related incidence
was witnessed in the East Asian markets in the course of the
crisis.(Krugman,1998; Choe et al.,1999; Chakrawarti and Roll,
2002).

EVIEWOFLITERATURE

It is a common belief that Institutional
investment is the motivating force in the
determination of the market sentiments. A
brief description of the past studies related to
investments by institutional investors has been given as
under:

Chakrabarti (2001) attempted to examine the determinants of
Foreign Institutional Investment flows in India. Statistical
tools for analysing the presence of causal relationship
between the institutional investors and macroeconomic
variables were employed for the analysis. The study detected
that there existed a high degree of correlation between the
institutional investment flows and that they were more likely
to be the effect than the cause of these returns. The study
concluded that the FII flows have the tendency to increase the
volatility in equity market. Alexakis et al. (2005)analysed the
relationship between mutual fund flows and stock market
returns in Greece. The statistical analysis revealed that
bidirectional causal relationship existed between mutual fund
flows and stock market returns. The analysis using
cointegration analysis revealed that mutual funds flow have
the tendency to cause the stock returns to rise or fall. Badhani
(2006)and Bhattacharya and Mukherjee (2006) studied the
long run cointegration between FII investment flows and the
stock prices. The researchers found that bi-directional long
run causality existed between the variables. The findings of
Mukherjee (2006) et al. specified the likelihood of presence of
asymmetry in the dynamic interaction in the FII investment
flows and stock market returns. They further found that the FII
sales were comparatively more responsive towards returns
whereas FII purchase were not. Therefore, FIIs were found to
be more responsive to descending price movements than the
mounting movements. Oh and Parwada (2007) studied the
dynamic relationship between mutual fund flows and stock
market returns in Korea. The results indicated that there was a
significant positive correlation between Returns. It was also
revealed that a significant negative correlation was present in
the case of net flows. Further, analysis conducted on the
direction of causality suggested that stock market returns
predominantly contained information on investment flows.
Bose (2012) discovered the interaction between investment
behaviour of foreign institutional investors (FIIs) and
domestic institutional investors represented by mutual funds.
The study was conducted based on post financial crisis data. A
high degree of negative relationship was observed between
the investments by these two categories of institutional
investors. It was also revealed that the investments by
Domestic mutual funds were based on the stock market
returns, FII investments as well as their own historical
investments. The study also found indication of investments
by FIIs having a causal influence on stock market returns.
Qureshi et al. (2016) attempted to examine the dynamic
interaction of aggregate mutual fund flows with stock
market variables in ASEAN financial markets. The study
included Indonesia, Malaysia, Philippines Thailand and
Singapore. GARCH (1, 1) model was estimated and then
volatility estimators were found to evaluate conditional
variance. The study confirmed the existence of negative
feedback trading behavior amongst the institutional
investors. In addition, mutual funds were observed to
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respond simultaneously to risk-related information in
comparison to returns-related evidence in the stock
market. Vardhan and Sinha (2016) examined thelong-term as
well as short-term relationships between FIIs and stock
market returns as proxied by Sensex returns and also the
integration with the US equity market. VAR model was used to
analyse the association between various macroeconomic
variables. For the purpose of the study, the researcher used
cointegration analysis, generalised impulse response analysis,
Granger causality test and variance decomposition analysis.
The study found that the Sensex returns have a significant
impact on foreign exchange rates and variations in the
exchange rates were also found to have an impact on outflow
of FlIs.

The present study attempts to examine the present feedback
trading strategy adopted by both foreign as well as Domestic
Institutional Investors in the Indian stock Market.

BJECTIVES OFTHE STUDY

1. To study the investment behaviour of
foreign as well as domestic institutional
investorsin India.

2. To determine whether the institutional investors are the
cause or the effect of stock market returns in India.

ESEARCHMETHODOLOGY

il

=

The present study is based on the monthly
data covering a period of 11 years from April
2007 to March 2018. BSE Sensex has been
selected as a representative of the Indian stock
market. Monthly closing values of BSE Sensex has been used
for the purpose of analysis. The monthly data on Foreign
Institutional Investment flow and Domestic Institutional
Investment flow has been collected from the official website of
moneycontrol.com. Closing values of BSE Sensex Index have
been obtained from the official website of SEBI.

s

Ratio of purchases and sales by both foreign as well as
domestic institutional investors have been used. This was
done to eliminate the problem of non-stationarity of data and
to evade the complexity in dealing with the negative figures.

NALYSIS AND INTERPRETATION

MTA\, Analysis of the monthly data has been done

by means of various econometric tools such

P i as Descriptive analysis, ADF unit root test,

~—1 Granger's Causality test, Vector Auto

Regression (VAR) test, Wald test and Impulse Response

Function. For data analysis, Microsoft excel and Eviews have
been used.

Statistical and Econometric Tools
Table 1Descriptive statistics for the period
1st April 2007 to 31st March 2018

FII_RATIO | DII_RATIO SENSEX
Mean 1.032700 1.062431 0.871930
Median 1.015500 1.062489 0.575489
Maximum 1.435037 1.698424 28.25510
Minimum 0.755670 0.585485 -23.89010
Std. Dev. 0.154106 0.240969 6.489709
Skewness 0.630018 0.128971 0.078967
Kurtosis 2.978639 2.557780 6.255195
Jarque-Bera 8.734797 1.441506 57.97427
Probability 0.012684 0.486386 0.000000
Sum 136.3165 140.2409 114.2229
Sum Sq. Dev. 3.111082 7.606633 5475.123

Table 1 shows a statistics of sample of 132 observations from
1st April 2007 to 31st March 2018. Descriptive statistics reveal
that both the variables, that is, FIIs monthly ratio of
investment and Domestic Institutional Investors' monthly
ratio of investment are not normally distributed as indicated
by the value of JarqueBera statistics which rejects the null
hypothesis of normality at 1% level of significance.

The graphical presentation of FIIs investments and Domestic
Institutional investors' investments is shown below:
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Foreign Institutional Investors investments and Domestic Institutional investors' investments
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As far as the distribution of series is concerned, both Foreign
Institutional Investors as well as Domestic Institutional
Investors' monthly ratios of investments are positively skewed
as is shown by positive value of skewness at 0.630018 and
0.128971 respectively. Standard deviation, which is the
measure of historical volatility, is greater in case of DIIs in
comparison to foreign institutional investors. It represents the
greater level of volatility in investments by the Domestic
Investors. It refutes the results of the prior studies revealing the
increase in the level of volatility by the participation of foreign
investors in India. Since, the analysis in the present study
deals with the time series data, so the primary phase in the
analysis is to detect whether the variables contain a Unit Root
or not. Stationarity of data is a prerequisite in case of time
series analysis because if the data is non stationary then the
analysis is considered valid for that particular time period
only.

NITROOTTEST
g o . .
Examination of stationarity properties of the
data series is prerequisite under time series
analysis. A statistical test of stationarity is
known as unit-root test. Amongst the several
unit root tests available (e g ADE KPSS, PP etc), the present
study uses most commonly used Augmented Ducky Fuller
(ADF) Unit root test to test the unit root test in the data series.
Table- 2 shows the results of ADF unit root test. The results of
the analysis as shown in Table-2 depicts that the stock market
returns as proxied by Sensex Returns and investments by both
the categories of Institutional Investors i.e. Foreign
Institutional Investors ratios and Domestic Institutional
investors are stationary at level as their ADF test statistics are
more than the critical values as shown at 1%, 5% and 10%
degrees of freedom. The stationarity of time series data fulfills
the purpose of analysis and also provide such results which
can be generalized for the entire study period under
consideration.

AIRWISE GRANGER CAUSALITYTESTS

Analysis of the cause and effect relationship
between the variables under consideration is
one of the necessary issues under time series
analysis.

According to Granger causality test, if a variable is the cause of
another variable or if it granger causes another, say 'X' granger
causes 'Y', then the past values of the variable 'X' are
considered to contain information in order to predict the
variable 'Y' over and above the information as contained in the
pastvalues of variable 'Y' alone.

The test is based on the following two regression equations.
These equations help to identify which variable is causing the
other and hence it determines the direction of causality
amongst the various variables under consideration.

Table-2
Results of ADF Unit Root Test
Variable ADF ADF
Statistics Statistics
with with
intercept | intercept
and trend
Sensex Returns 10.33991 10.29987
Foreign Institutional Investors 7.737849 | 7.699969
Domestic Institutional Investors 7.190239 7.126854
CRITICALVALUES
1 Percent -3.481217 | -4.030157
5 Percent -2.883753 | -3.444756
10 Percent -2.578694 | -3.147221

X =0y + 2 BuXeok + 2 X1k Yiek + 11 ........(1)Equation
Xy =0 + 2 Bor Yok + X X2k Xi—k + /2 ......2)Equation

The equation (1) represents that direction of causality is from
X to Y, whereas equation (2) represents that direction of
causality is from causality fromYto X.

Where, e;, and e, are mutually uncorrelated white noise
errors, X, and Y, denote the variables under consideration to be
tested, t denotes the time period, k denotes the number of
lags, and m is the maximum number of lagged observations
whichhavebeenincludedin the model.

The null hypothesis of no causality between the variables is
accepted depending upon the Probability value,if the 'p'
value or the Probability value is greater than the critical value
at5% level of significance.
Table-3
Results of Pair-Wise Granger Causality Test

Null Hypothesis: F-Statistic |Probability | Criterion

0.248890.| 7801

Domestic Institutional
Investors' investments does
not Granger Cause Sensex

Accept

Sensex does not Granger Cause | 5.39779 | 0.0057
Domestic Institutional

Investors' investments

Reject

FIIs Investments does not 0.12962 | 0.8785

Granger Cause Sensex

Accept

Sensex does not Granger Cause | 1.94529 | 0.1473

FlIs Investments

Accept

FIIs Investments does not 1.36279 | 0.2597
Granger Cause Domestic
Institutional Investors'

investments

Accept

Domestic Institutional 3.31686 | 0.0395
Investors' investments does
not Granger Cause FlIs

Investments

Reject
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The results of the Granger Causality test have been reported in
Table 3. The causality from FII flows to BSE Sensex returns is
found to be insignificant at 5 per cent level of confidence.

Table 5

VAR Model for BSE Sensex returns and investments by
Institutional Investors

Re§ult§ indicated in the ar}alysis are tested at lag 2. Results of FII_RATIO DIIRATIO SENSEX
Pair-Wise Granger Causality Test as shown in Table 3 clearly
indicates that both the categories of institutional investors do FII_RATIO(-1) 0.024523 | -0.181965 | -1578.747
not have a significant impact on the Indian stock market (0.18117) (0.27579) | (1473.33)
return as proxied by Sensex returns. The analysis further
indicates that there exists a uni-directional causality from BSE [0.13536] | [-0.65979] | [-1.07155]
Sensex returns to Domestic Institutional Investors' FII_RATIO(-2) -0.287412 0.490292 108.8267
investments and not the other way round. This indicates that
feedback trading practices are being followed by Domestic (0.17420) (0.26518) (1416.63)
Institutional Investors i.e. upward trend in the securities [-1.64993] | [1.84892] | [0.07682]
marketleads to increase in investments by DIIs and downward
trend prompts them to book profits. Further, it is also revealed DIL_RATIO(-1) 0.262090 0.342914 1262.425
that the investments by DIIs granger cause the level of (0.11242) | (0.17114) | (914.275)
investments by Foreign Institutional Investors in the Indian -2.33125 2.00368 -1.38079
Stock Market. It thereby indicates that the FIIs base their 2. L [2 ] b ]
investments decisions the investments pattern of local or DII_RATIO(-2) -0.211140 | 0.426833 | 130.1804
Domesticinvestors. (0.11182) | (0.17022) | (909.331)
ECTOR AUTO-REGRESSION MODEL [-1.88827] | [2.50759] [0.14316]
ll" |I||I The vector autoregression (VAR) is an SENSEX(-1) -1.54E-05 | 2.69E-05 | 0.971155
econometric model which is used to capture (1.5E-05) | (2.2E-05) | (0.11869)
the linear }nterdependencies among manifold [-1.05619] | [1.21005] | [8.18222]
time series. VAR models generalize the
univariate autoregressive model (AR model). Each variable in SENSEX(-2) L.I5E-05 | -2.35E-05 | 0.019324
a VAR model has an equation which elucidates its evolution (1.5E-05) | (2.3E-05) | (0.12115)
based on its own past lags and the lags of the other model
variables. [0.76946] | [-1.03428] | [0.15951]
Table-4 C 1.892212 | -0.150468 | 3065.619
VAR Lag Order Selection Criteria for BSE Sensex returns and (0.43071) | (0.65566) | (3502.67)
investments by Foreign Institutional Investors and Domestic
Institutional Investors [4.39325] | [-0.22949] | [0.87522]
R-squared 0.211886 0.252371 0.967070
Lag LagL LR FPE AIC SC HQ :
0 [-1109.137 NA 12382.74 | 17.93769 | 18.00592 | 17.96541 Adj. R-squared 0.173441 0.215901 0.965463
1 |-841.2388 |518.5121% | 190.2525* | 13.76192* | 14.03485*  13.87279* Sum sq. resids 2450842 | 5679448 | 1.62E+08
2 |-835.9029 | 10.06929 | 201.8944 | 13.82102 | 14.29864 | 14.01504 S.E.equation 0.141158 | 0.214882 | 1147.944
3 |-827.6752 | 15.12838 | 204.5666 | 13.83347 | 14.51580 | 14.11065 F-statistic 5.511467 | 6.920012 | 602.0267
4 -819.9222|13.88043 | 208.9871 | 13.85358 | 14.74061 | 14.21391 Loglikelihood 73.65967 | 19.03222 | -1096.809
5 |-814.7788 | 8.959415 | 222.8495 | 13.91579 | 15.00751 | 14.35927 Akaike AIC -1.025533 | -0.185111 | 16.98167
6 |-810.2160 | 7.727360 | 240.0919 | 13.98736 | 15.28377 | 14.51399 SchwarzSC -0.871128 -0.030705 17.13608
7 |-807.4115|4.613811 | 266.4101 | 14.08728 | 15.58840 | 14.69707 Mean dependent 1.032905 1.061470 21253.05
8 |-801.8951 | 8.808495 | 283.3379 | 14.14347 | 15.84928 | 14.83641 S.D. dependent 0.155263 0.242669 6177.039
LR: Sequential Modified LR test statistic (each test at 5% level) I(?letferg}i)nant resid covariance 189.0361
of adj.
FPE: Final Prediction Error Determinant resid covariance 160.1142
AIC: Akaike Information Criterion Loglikelihood -883.3187
b ; . o Akaike information criterion 13.91260
SC: Schwarz Information Criterion Schwarz criterion 14.37581

HQ: Hannan-Quinn Information Criterion

Different Lag Order Selection Criterion are suggesting 2 lags
should be included in the analysis. The number of lags to be
included as shown inTable-4 is samein all the criterion.

The table 5 reveals that Sensex returns are impacted by their
own past returns at lag 1. 't- statistics' is 8.18222 in case of
Sensex and their past returns at lag 1. Also, the effect is not
found to be significant as far as the Sensex returns at lag 2 are
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concerned. Further, the Domestic Institutional Investors at lag
1 are found to be significant in influencing the investments by
both the categories of institutional investors under
consideration. Further, Domestic Institutional Investors are
found to be affected by their own investments atlag 2 as well.

The results of VAR estimates as shown in Table 5 reveal that FIIs
investments in the Indian stock market are not affected by
their own past returns at lag 1 and lag 2. This emphasizes that
there might be some other variables like Indian Stock market
returns, Exchange rate, Growth prospects of India, Inflation in
India, Stock market return in the International market, Global
interest rates etc. which act as the determinants of
investments by the Foreign Institutional Investors. As far as the
investments of Domestic Institutional Investors are
concerned, their investment pattern is found to be
significantly influenced by their own investments in the
preceding months at lag 1 and lag2. Other variables like
savings by household savings, growth rate of the economy,
interest rate, exchange rate, rate of inflation etc. can be the
basis ofinvestments by Domestic Institutional Investors.

ALDTEST

Under the VAR framework, the impact of
individual lags of different variables is being
studied on the dependent variable. Wald test
studies the combined affect of all lags of a
particular variable on the dependent variable.

YPOTHESIS OFTHETEST
\ H,: There is no causal relation between
investments by Foreign Institutional investors
& and Indian stock market.

H,,: Thereis a causal relation between investments by Foreign
Institutional investors and Indian stock market.

H,: There is no causal relation between investments by
DomesticInstitutional investors and Indian stock market.

H,,: There is a causal relation between investments by
DomesticInstitutional investors and Indian stock market.

The null hypothesis of no causal relationship between the
variables will be accepted if p>0.05 and the hypothesis will be
rejected if p<0.05.

VAR Granger Causality/Block Exogeneity Wald Test for
BSE Sensex returns and investments by Institutional

The critical values of Wald test as reported in Table-6 while
taking FIIs as dependent variable and investments by
Domestic Institutional Investors as independent variable is
0.0103 which is less than .05, so our null hypothesis of no
impact investments by Domestic Institutional Investors on
FlIs will be rejected. It clearly reveals that domestic
institutional Investors have a significant impact on Foreign
Institutional Investors in India. Further, the combined effect of
Stock market returns as well as investments by Domestic
Institutional Investors on the investments by FlIs is found to
be significant as indicated by 'p' value of 0.0201. The analysis
of the impact of Foreign investors on the domestic investors is
found to be insignificant. Also, the impact of Sensex returns on
the investments by Domestic Institutional Investors is
observed to be insignificant. The results of the Wald test
mainly revealed that FlIs base their investment decisions on
the investment pattern of Domestic Institutional Investors
therebyreflecting chasingbehaviourininvestment decisions.

MPULSE RESPONSE FUNCTION

The impulse response studies the
responsiveness of the dependent variable in
the VAR to shocks to each of the endogenous

Investors Table 6

Dependent Variable: FIIs Ratio Chi-sq df Prob.

DII_RATIO 9.150619 0.0103
SENSEX 4.866992 0.0877
All 11.65286 0.0201
Dependent variable: DII_RATIO Chi-sq df Prob.
FII_RATIO 3.893547 0.1427
SENSEX 2.779972 0.2491
All 5.522559 0.2378

variables. Figure 2 shows the pair wise impulse
response relations among the Domestic Institutional
Investors' investment behavior, Foreign Institutional
Investor's investment behavior and the monthlyreturns of the
BSE Sensex. As indicated in Figure 2 impulse response analysis
shows that the investment decisions of foreign institutional
investors as well as domestic institutional investors are
influenced by the monthly stock market returns of Sensex. The
analysis reveals that there is a positive response of the
Investments by DIIs to the monthly returns of Sensex whereas
the responses of FlIIs are found to be in opposite direction. It
can be concluded from the results that Domestic Institutional
Investors are engaged in positive feedback trading whereas the
Foreign Institutional Investors are engaged in the negative
feedback trading. The impulse response analysis also
indicates that the level of persistence in the investment
behaviour of Domestic Institutional Investors and Foreign
Institutional Investor's is up to a period of the lag of three
months. Also, the Domestic Institutional Investors' response
to the investment patterns of FIIs is observed to bein the
opposite direction. This means the Foreign Institutional
Investors act as buyers when Domestic Institutional Investors
actas themain sellers and vice versa.

IMPULSE RESPONSE FUNCTION
Response to Choles ky One S.D. Inn ovations + 2S.E.
Response of fII _Ratio to FII_Ratio
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ONCLUSION

The institutional investors such as FIIs and
domestic institutional investors have gained a
substantial role in Indian equity market. This
study analysed the dynamic association
between these two categories of institutional investors and the
behaviour of stock market return using 11 years of monthly
data spanning from 1st April 2007 to 31st March 2018.The
study observed that the fund flow from Institutional Investors
are considerably influenced by the lagged returns of Sensex,
implying that theyhave a tendency to follow recent market
behaviour.This behaviour specifies the momentum trading
behaviour or the feedback trading association between
theinstitutional investment flow and Indian stock market
returns. The fund flow from Domestic Institutional Investors
are significantly affected by their own lags, implying that
theypursue their own past strategy while formulating the
investment decision. The major implication of the study as
revealed from the analysis is that the Domestic Institutional
Investors are not dependent on Foreign Institutional
Investors. Rather, they base their investment decisions on
their own past decisions. The analysis revealed that FIIs flows
do not have any significant impacton DIIs. Thus, the study

finds a uni-directional causality running from stock market
returns to institutionalinvestment flow. Overall, it can be
concluded that the institutional investors are engaged in
momentum trading activities and that the trading strategy of
the foreign institutional investors is significantly influenced
by the investment decisions of Domestic Institutional
Investors. Stock market returns are found to be significant in
influencing the institutional investors as depicted in the
Granger Causality and Block Exogenity Wald test. The policy
holders should lay emphasis on devising such policies which
are conducive for increasing the level of investments by
Domestic institutional Investors in India. This will act as a
source of attraction for the Individual Investors for making an
investment in the Indian stock market and as a consequence
they can devise theirinvestment strategies accordingly.

The present study based on the monthly data does not find a
significant impact of investments by institutional investors on
the Indian stock market returns. However, as it is apparent that
the trading strategies of different groups of institutional
investors are divergent, analysis using daily data of
investments may improve the analysis of the dynamic
association between institutional investment behaviour and
stockmarketbehaviour.
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Abstract

The study aims to test the presence of five market anomalies (size, calendar, value, liquidity and standardized unexpected earnings
(SUE) effects) in the Indian stock market and corroborate the findings with the primary survey of practitioners and regulators. The
study covers a period of 22 years (1995 to 2017). The findings suggest presence of size, liquidity and SUE effects over the entire study
period. The value effect is evident for the sub-period before 2008 but ceases to exist for the sub-period after 2008. For the calendar
effect, no month-of-the-yearconsistently generates highest returns over the study period. To the best of the author's knowledge, this is

probably the first study to report for an emerging market (India), five of the major market anomalies at an individual level as well as
theirinterplay and supplement the findings with a primary survey.
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STOCK MARKET ANOMALIES: AN EMPIRICAL STUDY IN INDIAN CONTEXT

INTRODUCTION

Stock market anomalies refer to the behavior observed in the
stock markets which are deviations from the normal order.In
the field of finance, it is a practice to consider an efficient stock
market as 'normal’, and therefore, 'anomalies' are deviations
from market efficiency. In the context of this thesis, anomalies
are defined as deviations from semi-strong form of market
efficiency. A market is said to be semi-strong form efficient
when the stock prices quickly and fully incorporate all the
publicly available information. If the stock prices fail to do so,
itissaid tobe an evidence of an anomaly.

This study aims to test the presence of five of the major
anomalies in the Indian stock marketand corroborate the
findings with the primary survey of practitioners and
regulators. The anomalies are: (a) Size effect anomaly: It refers
to the tendency of small size stocks (in terms of market
capitalization) to generate higher risk-adjusted returns than
big size stocks, (b) Calendar effect anomaly: It refers to the
tendency of stocks to generate higher returns at certain
calendar times of a year, (c) Value effect anomaly: It refers to
the tendency of stocks with low price-to-fundamentals ratio
(also known as value stocks) to generate higher risk-adjusted
returns than stocks with high price-to-fundamentals ratio
(also known as growth or glamor stocks), (d) Liquidity effect
anomaly: It refers to the tendency of less liquid stocks to
generate higher risk-adjusted returns than more liquid stocks
and (e) Standardized Unexpected Earnings (SUE) effect
anomaly: Also termed as post-earnings-announcement drift
(PEAD) anomaly or the earnings momentum anomaly, it refers
to the tendency of stocks with positive SUE to continue to drift
in positive direction in the post-earnings-announcement
period and vice-versa.

ESEARCH OBJECTIVES AND
METHODOLOGY

Research gaps and objectives

Based on review of literature, following
research gaps were identified:

i. There are very limited studies based on emerging
markets, especially India. Only a few of them report
country specific findings.

ii.  No comprehensive study was found in the context of
India on all the major market anomalies taken together.

iii. Primary surveys of practitioners with regard to market
anomalies have been verylimited in the Indian context.

Corresponding to the research gaps, following research
objectives were designed:

i. To test the existence of the following market anomalies
inthe Indian context:

a. Sizeeffectanomaly
b. Calendaranomaly
c. Valueeffectanomaly

d. Liquidity effectanomaly

e. Standardized unexpected earnings (SUE) effect
anomaly

ii.  Totesttherelationshipamongdifferentanomalies.

iii.  To carry out a survey to gauge the perceived relevance of
stock market anomalies by investors and regulators.

COPE

Secondary data: The study covers a time
period of 22 years (October 1995 to September
2017) and the constituent companies of Nifty
500 index form the study sample.As on 31
March 2014 (the date of sample collection), the index
represented 97 per cent of the free float market capitalization
of the stocks listed on the National Stock Exchange(NSE fact
sheet, 2014). Further, the study is limited to company-years
that end in March - 88.90 per cent of the total records meet this
criterion. The data is collected from Ace Equity®, and the
websites of the Reserve Bank of India (RBI) and NSE.

Primary data: Primary survey is based on structured
questionnaire based survey. Responses are sought from the
practitioners and regulators of the stock market, viz.
investment advisors, portfolio managers, research analysts
and stock brokers. The information about the prospective
respondents are obtained from the websites of Securities and
Exchange Board of India (SEBI) and the NSE.

ETHODOLOGY

Market capitalization is chosen as the proxy for
size. Price-to-book (P/B) ratio and price-
earnings (P/E) ratio are employed as the
proxies for value. To test the presence of
liquidity effect anomaly, four measures are employed as the
proxies for liquidity for the initial analysis — Amihud's (2002)
illiquidity (AI) measure, trading volume, rupee trading volume
and turnover rate. For subsequent analysis, Al measure is
chosen as the proxy. To test the presence of SUE effect
anomaly, actual earnings of the same quarter in the last fiscal
year is chosen as the proxy for the expected earnings of this
quarter.

While size, value and liquidity effects are analyzed based on
Capital Asset Pricing Model (CAPM) using ordinary least
squares (OLS) regression with robust standard errors, the
calendar effect is tested with the exponential generalized auto
regressive conditionally heteroscedastic (EGARCH) model
and SUE effect requires employment of Fama and MacBeth
(1973) cross-sectional regression. To study the interplay
among anomalies, augmented CAPMs are additionally
employed. Table 1 summarizes the employed models.

To test if the results are robust to changes in the underlying
study period, the overall study period is divided into two sub-
periods, with September 2008 chosen as the point of division —
the period before this point is referred to as sub-period 1 and
the period after this pointis referred as sub-period 2.

56 DIAS TECHNOLOGY REVIEW e VOL.16 NO.1 e APRIL 2019 - SEPTEMBER 2019



STOCK MARKET ANOMALIES: AN EMPIRICAL STUDY IN INDIAN CONTEXT

Table 1: Summary of models employed PFAD. is the PEAD for Stocki
1

0 and o1 regression coefficients (intercept
and gradient respectively)
SUE;is the SUE for stock i

CAPM £ EQR) = Re + BilE(Rin) = Ry] BAHR is the buy and hold return
Where : Interplay:
E (Ri) is the expected return on security or PEAD; = wy + w,SUE; + w,(SUEXBetay) + ws(SUEXSize;)
portfolio i (Rf) is the risk-free return pi is the + w,(SUE;XValue,) + wg(SUEXIlliquidity;) + u;
regression coefficient (gradient). Where:

E (RM) is the expected return on market

. 2 to w5 are regression coefficients (gradients)
portfolio

Interaction variables for stock i are derived
EGARCH Conditional Mean from interaction of SUE with the control
variables (beta, size, value and liquidity)

R, = AJAND, + A,FEBD, + A;MARD, + A,APRD, + AsMAYD,
+ AgJUND, + A,JULD, + AgAUGD, + ASEPD,
+ A190CTD, + A ;NOVD, + A, DECD, + u,

Augmented | Ric = Rre = @i+ Bi(Rme = Rye) + GSMBe + miLMH; + wi
CAPM Ryt — Ry = a; + Bi(Rme — Rpe) + (:SMBy + 6;IMV, + uy,
Rit — Rpe = a; + Bi(Rme — Rpe) + miLMH, + 0,IMV, + u;,

Conditional Variance Where:
SMB, is the size premium
U1 ue—1] 2 !
In(6?) = t+xIn(cz,) + & =+v|—=—- |- LMH, is the value premium
VIt-1 VOt-1 IMV, is the liquidity premium

Where : Cimi, and 6i the regression coefficients

(gradient)

Al -2 are regression coefficients

JAND - DECD are dummy variables for each

month of the calendar 1n is the natural At the individual level, the findings suggest the presence of
size, liquidity and SUE effects over the entire study period. The
value effect is evident duringwhole study period and sub-
of and o/, are conditional variance of u, period 1 but ceases to exist during sub-period 2. For the
calendar effect, no month-of-the-year consistently generates
highest returns over the study period. The summary of results

Findings

logarithm

and u,_, respectively i,x, § and v are the
parameters of the equation

ispresentedinTable 2.
Amihud Table 2: Summary of results — Objective (i)
Mliquidity 1 Diy |R o | Anomaly Existence | Robust to sub-period
(AD) Al = D. RV OLz analysis
LY =1 Ly.d Size effect 4 4

Where : Calendar effect v x

Al | is illiquidity for stock i during yeary X:izz Zgz:i E:E :g:zz : :

D; , is number of days with available trading —

data for stock i during year y R; , , is the Liquidity effect v

return on stock i on day d of year y SUE effect v v

RVOL; , ;4 is the trading volume (in Rupee) of
stock i on day d of yeary Forinterplay of anomalies, while the SUE effect is evident even
after controlling for other variables, the remaining four
Fame & Standalone: anomalies generate mixed evidences (of persistence) after
MacMeth controlling for the other effects. For example, December effect
PEAD; = wgy + w,SUE; + u; is evident for all but the largest size portfolio. Size effect is
Where : evident for a subset of portfolios after controlling for P/B ratio.

Size and liquidity effects are not robust after controlling for
PEAD = BAHR, oo — BAHR kot index eaf:h other. Whll.e size effect fails to ex1$t,11q1_11d1ty (_affe_ct_ls
evident only during two of the three study periods. Liquidity
effectis evident in subset of portfolios after controlling for P/B
ratio or P/Eratio. The results are summarized in Table 3.

Actual earnings — Expected earnings
SUE = g p g

Scaling variable
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Table 3: Summary of results — Objective (ii)

Anomaly Existence/Robustness to sub-period analysis
Size effect Calendar effect P/B effect P/E effect Liquidity effect SUE effect

Size effect N/A Conditional Conditional Conditional Conditional
Calendar effect Conditional N/A Conditional Conditional Conditional
P/B effect Conditional x N/A Conditional
P/E effect Conditional Conditional N/A x
Liquidity effect Conditional Conditional v v N/A
SUE effect vV v vV N/A

For primary survey, nearly 70 per cent of the respondents
consider market anomalies while taking decisions to buy, hold
or sell stocks in the Indian stock market. Among the five
market anomalies studied here, value effect anomaly is the
most sought after (employed by 26.51 per cent respondents)
whereas calendar effect anomaly is the least sought after
(employed by 13.86 per cent of the respondents). The same is
presented in Table 4.

Table 4: Summary of results — Objective (iii)

Anomaly Aware (%) | Perception | Consider in
about decision-
presence in making
India (%) (69.39%)
Size effect 64.29 78.72 25.30
Calendar effect | 46.94 63.64 13.86
Value effect 60.20 77.17 26.51
Liquidity effect 63.27 81.40 19.88
SUE effect 73.47 80.72 14.46
ECOMMENDATIONS
These findings have important implications

for four sets of stakeholders. For academia, the
study implies that the debate on market
efficiency is not over yet and more studies are
recommended. Investors can benefit from the findings by
designing their investment strategies taking into

consideration the prevalent anomalies of the market. Policy
makers and regulators are interested in knowing the
anomalous areas operating in the stock markets. By providing
an update on the five major anomalies, this study
recommends the possible areas that they ought to concentrate
their efforts on. Further, by providing an update on the level of
efficiency of the Indian stock market and by suggesting
recommendations for designing investment strategies, this
study recommends the society to increase their participation
in the Indian stock market. A better functioning market could
lead to better economic growth.

ONTRIBUTION

The study endeavors the following
contributions towards each of the three
research gapsidentified:

i. By endeavoring to provide an in-depth study on the
Indian stock market, this work attempts to contribute to
the limited literature on emerging markets (country
level).

ii. ~ While there were studies reporting individual or
interplay of some of the anomalies, this study brings
together five of the major stock market anomalies.

iii. Atpresent, thereis a paucity of studies reporting primary
data on the relevance of stock market anomalies in
actual practice. By undertaking a survey to gauge the role
of stock market anomalies in the strategies designed by
market practitioners, this study aims to address this
dearthinliterature.

i. Amihud, Y. (2002), “Illiquidity and stock returns: cross-section and time-series effects’, Journal of Financial Markets, Vol.5 No.1, pp. 31-56.

il. Fama, E. FE and MacBeth, ]. D. (1973), “Risk, Return, and Equilibrium: empirical Tests”, TheJournal of Political Economy, Vol.81 No.3, pp.607-636.

iti.  National Stock Exchange of India Limited (2014), “Factsheet CNX 500", available at:
https:/lwww.nseindia.com/products/content/equitiesfindices/indices.htm (accessed 10 May2014).
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