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Business Education in India: Has it Lost its Way?

Prof. J. Philip*

in the business education context, we have heard 
about ‘knowing’, ‘doing’ and ‘being’ a hundred times. 
a lot of teachers parrot it. in every B-School conclave 
this is the central theme. But unfortunately, most of 
the votaries of this ‘trimurthy’ don’t bother whether 
they are achieving them or not. in reality, except for 
the ‘knowing’ part, achievements in the other two 
areas are perilously low. this situation can mostly be 
attributed to:

1. our usual attitude of ‘chalthahai’ to most 
developments around us! the ‘gadi’ 
continues to run, although there are a lot of 
sputtering and gasping. But with students still 
enrolling, teachers teaching and some sort of 
placement – clerks to managers – rs.10,000/- 
to rs.4,00,000 a month, “chalthahai gadi”.  

in this context it is good to recall an earlier study 
conducted by aSSocham on the employability of 
mBa graduates (India Today, July 11, 2016). the 
study concluded that only 7 percent of the mBas, 
outside the iims, are employable. that, of course, 
was greatly out of reality. it is not that bad, although 
not good enough to crow from roof-top, as a lot of 
educationists do. 

now the point of dispute is the definition of 
employability, and that is a subject on which the 
debate has been both perennial and universal.  We 
may, however, make two assertions on which there 
would be broad agreement: firstly, no business 
school, unlike a medical or law school in their 
respective fields upto a point, can claim to be able to 
deliver to business or industry graduates who are job-
ready.  Secondly, what business schools are expected 
to provide their students is a foundation of academic 
knowledge, intellectual ability and functional skills of 
management, on which their future employers can 
count as potential to be further grafted, developed 
and utilized for specific job requirements.

 against this background, is there any truth in 
aSSocham’s findings? it is half fact and half fiction. 
the main reason is that most of our B-Schools still 
emphasize on imparting knowledge, with very little 
attention to imparting life-skills or managerial skills.  
Business education is run more like teaching history, 

geography or sociology.  empowering the student with 
true managerial skills doesn’t happen.  the reason 
is very simple and painful – most of the business 
teachers have really no managerial exposure, nor 
are they trained in managerial skills. it is business as 
usual - lecturing, note-giving, entertaining, seeking 
students’ feedback and all that! everybody, except 
the recruiter who is holding a ‘raw mango’ in his 
hand, is happy in this kind of a situation.

2. in the massive growth of Business Schools 
in india in the last forty years, the biggest 
casualty has been quality – good-quality 
teachers are simply not available. most 
available ones are fresh phds with no 
industrial experience or exposure. You get a 
young man / woman with a certificate but not 
much preparation in teaching management.  
above all, there is inadequate awareness and 
feel in the ranks of business school faculty of 
what makes management a distinct course 
of study with its scope variously embracing 
market, economy and society, so much so 
the learning in a business school involves, 
unlike once again in medicine or law, aspects 
like leadership, organizational skills, change 
management and several other things going 
into the art and science of management, and 
not just a grounding in functional disciplines 
as with social science courses like economics.   
the disposition and training of the normal 
faculty are mostly oriented to the functional 
or knowledge part. and, there is little doubt 
that the knowledge part is quite sound in 
most of our business schools as their syllabus 
generally follows the global format, historically 
originating from american B-Schools.  So, what 
is to be examined is how the knowledge-base 
can be translated into effective managerial 
learning in terms of processes and outcome.  
hence the pivotal role of the faculty and of 
the campus leadership -- the latter to concern 
itself with the design and organization of 
the graduate course in management and the 
former to implement it. 

* prof. J. philip is the chairman of xime Bangalore and a former director of iim-B.
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i remember interviewing someone whose phd was 
on poultry farming in some districts of a particular 
state.  he is all set to teach industrial management! 
i have come across several such cases. as per the 
prevailing norms, they are all eligible management 
teachers and even can become full professors! But an 
iit graduate with an iim degree and having 20 years 
of senior level industrial experience cannot hope to 
be a professor. he is permanently handicapped for 
want of a ph.d. it is often forgotten that our students 
need to get introduced to managerial practices along 
with the study of relevant theories.

if one looks at the kind of ph.ds. that comes out, 
we would not be all that reassured.  Why does it 
happen? – basically because of the regulatory norms 
and the same ‘chalthahai’ attitude.

3. absence of industrial exposure.
in my own academic life, which started right away 
after my studies at xlri. i realized after a decade 
of teaching, that i could never be a good teacher 
in management unless i had some industrial 
experience. fortunately, a suitable job opened up in 
Steel authority of india (Sail), and i joined the same. i 
used to describe my 8 years with Sail as the period of 
my true learning of management. perhaps this would 
not have happened, but for my one-year at harvard 
Business School for the international teachers’ 
programme (itp) in Business administration.  in 
the classes where i attended lectures at harvard, i 
realized that practically every student came with 3 
to 10 years of industry experience. that remained 
in my mind. even after my return to xlri and the 
promotions that followed, i felt some inadequacy, 
some gap, some tentativeness in my teaching, 
which convinced me that i should work in industry. 
i went to Sail with two years’ lien from xlri, which i 
extended by another year. even then, i felt i haven’t 
really sharpened myself as a good manager. my 
experiment with Sail took a total of 8 years. But 
then i began to feel that what i saw was a public 
sector organization with its characteristic culture, 
systems and style of operations. i thought that was 
not good enough for me. i was convinced that i must 
get some experience in the private sector too. lo and 
behold, a suitable position opened up in the oberoi 
group of hotels and i joined there in the early 80s, 
as its vp(hr)!  the five-year plus that i spent at this 
dynamic private sector organization gave me the 
courage that i could face confidently the challenging 

task of developing future managers. But then what 
turned up before me was the directorship of an iim 
which was hugely beset by ir issues which i was not 
aware of. i would have never joined iim Bangalore 
if i ever knew how bad the ir situation there was. 
most of my contemporaries knew what i faced there 
and how i managed it. i would quote here something 
which my predecessor had written about the ir 
situation that he faced as director at iim Bangalore.

Throughout my tenure, there was tension 
within, and criticism in the Karnataka Assembly 
and a segment of the press, which dubbed 
the Institute as mismanaged. Even a senior 
government official declared that I was a 
poor administrator, though a good institution 
builder. From 1981, a segment of the faculty 
and the staff union, with support from outside, 
created conditions where I could not discharge 
my responsibilities effectively. Therefore, in 
the interest of the institute, I relinquished 
charge as Director in July 1983, and took 
sabbatical leave for two years, during which 
time I completed a major government-funded 
project on animal power. Finally, I retired on 31 
March 1986.

Prof. N.S. Ramaswamy  
(1999)  

Management Perspectives

this was the situation that i had inherited in 1985. 
i faced it, and reversed the situation. there were a 
number of newspaper articles at that time describing 
iim-B as ‘ungovernable’. i proved it otherwise. i could 
do it only because i knew ir dynamics rather well 
with my tenures at Sail and the oberoi. 

let me give a parallel situation here. towards the 
end of my tenure at the oberoi, there was a strike 
at the delhi oberoi – which also turned out to be 
a little militant in between. the slogan shouting 
outside and inside the hotel was cutting into the very 
essence of a five-star hotel. Some of us seniors from 
hr and law used to meet on this issue every day at 
the vice chairman’s office. in one of these meetings 
our lawyer, who was a truly brilliant professional, 
informed that he would like to try the civil court 
route to handle the agitation. 

next day he came with a restraining order from the 
court, restraining the union from agitating within 
100 meters of the periphery of the hotel. 100 meters 
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meant that the union agitators had to be in the 
next road with a large number of residential houses 
coming in between the hotel and the location where 
they could assemble.  nobody could see them or hear 
them from the hotel. in a day or two the agitation 
collapsed. order was restored.

When i was faced with the earlier described militant 
ir situation at iim-B, i suggested to our lawyers as 
to why not we try the same “civil court” approach 
to handle the deteriorating situation at the institute. 
We had quite a senior lawyer. he said he was not 
aware of any “injunction” in ir situations in South 
india. after checking the law reports, he told me 
that there was no such case in South india. however, 
i requested him to try, adding the point that if a 
hotel could get such a ‘restraining order’ a national 
B-School could definitely get it. We filed our petition 
in the jurisdictional civil court and we won the 
battle. We got the order next day. When the union 
members descended that day at the main gate of 
iim-B for their usual procession and slogan shouting, 
the local circle inspector went up to them and 
showed the court order. then he pointed out to a 
bamboo pole planted by him 100 meters away, and 
told them that they should go down there and shout 
slogans, but not anywhere in the institute premises. 
100 meters away was a paddy field (at that time). 
it was about 180 meters from the main building of 
iim-B. although the agitation continued for another 
day or two, it soon collapsed. our lawyers were the 
happiest lot. they were the first to try the civil court 
route to handle a militant union agitation in the 
State. and i quietly thanked my ir experience with 
Sail and oberoi.

4. need to do intense research/ consultancy 
with the practicing World.

What i am trying to convey here is this: one can only 
be a good management teacher if he had relevant 
practical experience or learnt it through intense 
research efforts or consultancy.

unfortunately, the indian situation is quite different. 
true research is rather unusual, so also is consulting. 
it is a vicious cycle. We start with green teachers with 
no industrial experience, and they continue to stay 
green. With green teachers teaching green students, 
the situation could only worsen. and the vicious 
cycle continues! to break this unfortunate chain, 
ambitious young teachers must take leave (more 
than sabbatical) and go and spend two or three years 

in an industry and then return to teaching. then they 
will see the difference -- enhanced competence, 
confidence and more practical orientation. a new era 
would begin for such youngsters!

cii has a programme in arranging industry placements 
for business teachers. even other industry 
associations could help, provided the young faculty-
members have the desire to be true management 
teachers. that kind of experience will make them 
“stronger and sharper” and more effective. Seek 
such opportunities vigorously. if such industry 
attachments don’t come through, they should pursue 
vigorous research programmes in partnership with 
some of the seniors at the respective institutions.

5.  the near-total neglect of the ‘being’ aspect.
i would like to go back for a while to the ‘being’ part 
of mBa education. this aspect truly deals with the 
softer aspect of the career preparation of managers – 
integrity, fairness, conscientiousness, dependability 
and the commitment to give to the organization 
more than what one takes. above all, a deep concern 
for your institution and its environ. 

have our teachers got it? are they role models when 
it comes to the real “hard” aspect of management? 
remember the assertion of peters and Waterman 
that ‘soft’ is ‘hard’ (1982).  it is quite conceivable that 
many teachers are good at this. and, the probability 
is that an equal number would be in the “couldn’t 
care less” attitude. While on this, we might ask as 
to what is the basic value system a business teacher 
must carry and convey. drucker answers it when he 
talks about two kinds of managers: ‘caretakers’ and 
‘Builders’. the answer is obvious. our teachers need 
to be a “building” variety - a creative variety, a value 
adding variety and a future-building variety. every 
teacher must ask: 

am i a model to my students?
do i keep myself up-to-date all the time?
am i “aware of outside reality”, as drucker (1967) 
puts it?
am i acutely conscious of “sharpening the saw”, 
as Stephen covey (1988) demands of us?  

6. outdated pedagogy
the old university system which had slowly 
permeated to the business school system has done 
considerable damage to the B-Schools’ operation, 
with the dominance of the ‘chalk and talk’ system. 
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the whole approach to students’ development has 
degenerated to class room lectures.

i am reminded of the very powerful thought of 
charles gragg in this famous article “Because 
Wisdom cannot be told” in the classic book: Case 
method at harvard Business School (1954).

our old notes and lectures are poor tools for the 
development of managers; ‘case method’ – yes, 
‘Simulation’ – yes, ‘role-playing’ – yes, ‘cultural 
immersion’ – yes, or ‘industry internship’ – yes – 
anything experiential, welcome! But wisdom cannot 
be handed over by lectures!

there is another powerful message for B-School 
teachers coming out from the same article:

If learning process is to be effective, something 
dynamic must take place in the learner. The 
truth of this statement becomes more and 
more apparent as the learner approaches the 
inevitable time when he must go into action.   

Ibid

7.  We are losing in the competitive run.
We may now go back to our starting point. have we 
lost our way to our destination of providing good 
business education? at least half of our B-Schools 
seem to have lost their way! otherwise, how do we 
answer the question on our collective performance?  
india has the largest number of Business Schools 
in the world -- in terms of the number of Business 
Schools, we are even ahead of the u.S.  and europe.  
We also had an early-start advantage: xlri was 
started in 1948; aSci in 1956; and iims came in the 
early 60s, with iim-c in 1961, iim-a in 1962, whereas 
london Business School and manchester Business 
School came only in 1965. france (1959), Spain 
(1955) witnessed beginnings of business schools a 
little earlier, but china was much later since (1991) 
in entering business education. But sixty add years 
on look at the latest ranking of the leading B-Schools 
of the world in the financial times (london) rank list 
of 2022.
 india has 3 institutions in the list;
 tiny Singapore has 4;
 Spain has 4;
 china (including hong Kong) has 9; 
 u.K. has 10; and
 u.S. has  50.

What happened to our 3300 Business Schools – 
almost 30% of the total global numbers – double that 
of the u.S. number? in fact, india has more Business 
Schools than the combined number of the uS and 
the european Business Schools.

are we going to be an ‘also ran’ in this vital field like 
in olympics?
 or the automobile industry?
 or the Software products?
 or the garment industry?

We are losing the race for competitiveness and global 
standing in Business education!

this is something which should worry the 
government, institutional leaders and the faculty. 
that the regulatory system must further liberalise 
and give true autonomy to higher education such 
as would give on impetus to competitiveness and 
growth in quality is an oft repeated plea.  the 
B-School leadership for their part must lead, provide 
the necessary resources, demand and show the way 
for better performance.  it must be a continuous 
search for excellence for everyone involved. and the 
teachers, the mainstay of instruction must redefine 
their role as true developers of the future generation 
of managers; to transform them as achievers and 
builders solidly grounded in capabilities on the one 
hand and in values and principles including eSg that 
should form the core of management in the times 
we live in, on the other.  there lies the way for the 
faculty to collectively contribute to a vibrant culture 
of institutional performance.  peters and Waterman’s 
‘happy atom’ of seven factors with ‘Shared values’ 
in the centre will be a good model to follow (in 
Search of excellence 1982). remember right at the 
middle of this figure is ‘Shared values’. this could 
also be described as the culture of the organization. 
at the centre of the culture of a good B-School is 
the ‘mantra’ of true ‘transformation’ of the student 
into knowledgeable, competent, persevering, value 
driven and skilled manager of the future.  this is a 
tough and demanding task for all the stakeholders of 
the business education system. 

india’s rightful place in business education is at 
least the no.2 position in the world, after the u.S.  
We must capture that spot. With the ‘can do’ spirit 
having firmly set in the country, B-School system 
must be in the vanguard of this movement.

Views expressed are personal
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Introduction
in human life, decision-making is basically 
unavoidable. decisions, whether small or big, 
consume a larger part of the time and are 
inseparable from the daily routine of an individual. 
Some decision-making scenarios are natural and 
thus do not consciously involve time and mental 
strain to evaluate the possibilities of arriving at the 
final choice. on the contrary, some decisions are 
complicated or resource-intensive and are displayed 
overtly in events. unlike the judgments made for 
oneself, decisions can have a substantial impact on 
intended results and goal attainment when made 
by some other person. Similarly, the decision of a 
prospective or potential consumer is crucial for any 
marketer/business institution.

over the decades, a lot of consumer behaviour 
research has been focused on what goes into the 
decision-making process and shapes the consumer's 
choice. for decades, the marketer's ultimate 
goal has been to attract consumers towards their 
products by creating a favourable urge in consumers' 
minds. as a result, relying on behavioural studies 
such as psychology and behavioural economics 
to understand the cognitive dynamics that drive 
customers' decision-making is not a new trend. 
Bernard (1927), Skinner (1938, 1953), pavlov (1960), 
Bushell and Burgess (1969) conducted many notable 
experiments that led to the foundation of various 
remarkable behavioural theories. experiments 
conducted by Bushell and Burgess (1969), catania 
(1963), catania and reynolds (1968), hursh (1978), 
hursh and natelson (1981), hursh (1984) are 
further used to understand choice and consumption 
behaviour. Sheth (1985) illustrates the convergence 
of behavioural sciences and marketing strategies in a 
deeper understanding of consumers.

the ability to influence the external environment 
can fruitfully direct the consumer behaviour in the 
intended way of making a purchase. (pierce and 
cheney 2004) accurately identified the causes of 
behaviour as either intrinsic or extrinsic to people. 
decision-making is not always rational, and the use 
of emotions and irrational behaviour to steer our 
choices have been recently validated (Kahneman, 
2003, 2011; thaler & Sunstein, 2008). the context or 

conditions in which decisions are made have a big 
impact on emotions.

the term "choice architecture" (thaler & Sunstein, 
2008) was introduced to highlight the importance 
of environmental setup in influencing consumers' 
spending patterns. choice architecture is an element 
of the larger concept of nudging, which encompasses 
noticeable and covert tactics that modify/derive 
consumer behaviour to persuade them to make the 
desired decision. nudging does not provide decision-
makers with a clear and obvious reward. 

nudging is not the same as paternalism. paternalism 
was first articulated in the late nineteenth century by 
immanuel Kant in 1785 and John Stuart mill in 1859 
(thompson, n.d.). it refers to any action taken without 
the decision makers' agreement to limit the range of 
alternatives open to him/her, intending to benefit 
the decision-maker (dworkin, 1972). nudging, on 
the other contrary, is consistent with libertarian 
paternalism (thaler and Sunstein, 2003). it does not 
rule out any of the decision maker's possibilities, nor 
does it seek to drastically modify his/her behaviour 
by tying rewards to the alternatives. "nudges are not 
mandates," thaler and Sunstein (2008) state strongly. 
nudges are milder cues that derive decision-making 
by addressing cognition at the subconscious level. 
additionally, positive reinforcement followed by 
indirect recommendation had been the two main 
principles that work behind nudging. 

traffic light labelling can be used to modify or 
steer consumption habits, especially in the case of 
healthy food items (hollands et al., 2017). however, 
perceived behaviour control and health values make 
people more health-conscious, which consequently 
steer them towards healthy eating options (madan 
2020). While feelings and emotions also play a crucial 
role in a consumer's purchase decision (Jain & arora 
2021). additionally, Scarcity nudges work efficiently 
in boosting healthy food items (fennis et al., 2020).

the nudges have been utilised and investigated in the 
policymaking and business domains to a decent level. 
accordingly, this study comprises in-depth research 
and reporting on the application of nudges, their 
effectiveness, examples of their success and failure, 
and reasons for their goal achievement. however, 
collating the studies to find parallels between 
successful and unsuccessful initiatives is important 
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for better comprehending marketers. this study 
also provides a background on whether the healthy 
nudging interventions should be generalised or be 
kept specific to several conditions. furthermore, 
evidence on the effectiveness of nudge(s) in driving 
behavioural modifications to stimulate the adoption 
of healthy eating options is rare in the indian setting.

in addition to the introduction, this research work 
is organised into three key sections: methodology, 
literature review, and analytical discussion. these 
are presented in the following order, concluding with 
remarks at the end.

Methodology
this research paper is organised as an integrated 
review paper that detects relevant research articles/
papers/book chapters, collects and summarises 
the commonalities and differences, and seeks to 
develop a further background in viewpoint. toracco 
(2016), grant and Booth (2009), and callahan (2010) 
are all used considerably in the methodology. the 
methodology has been laid out in accordance with 
grant and Booth (2009)'s analytical framework - 
SalSa, which stands for Search, appraisal, Synthesis, 
and analysis. in line with this, the search is mostly 
focused on primary research studies, and the 
appraisal is based on the contributions made by 
available research studies (in india and elsewhere). 
the majority of synthesis is narrative. the analysis is 
a non-quantitative process that involves identifying 
commonalities and dissimilarities among current 
research papers.

the methodological description followed in the 
study is based on the viewpoints shared by callahan 
(2010). primary research nudging as a concept 
and application of nudging in commercial space, 
specifically in healthy eating options, both in distinct 
nations, were defined as part of the scope for 
obtaining the existing literature. the search engines 
google and google Scholar were used on the web, 
and two databases, emerald and proQuest, were 
used to retrieve pertinent literature. the collected 
research works were taken as per the time-frame, by 
the formal inception of word nudging by thaler and 
Sunstein (2008) to publications in the most recent 
and finished by mid-2021.

given the nature of the review and its dependence 
on secondary data obtained via the internet, the 
research was conducted entirely on a desktop, and it 
lasted for seventeen weeks, commencing in may 2021 
and concluding in the third week of September 2021. 
the research initiation, processing, and outcomes 
were all distributed into areas of focus because this 
was a two-author work. With regular interactions and 
short-term action planning, a fair contribution in the 
areas of searching and identification, compiling and, 
appraisal and formal drafting were accomplished.

various keyword combos were used in the search: 
nudge, nudging, nudging and consumer behaviour, 
nudging and consumer decisions, and nudging and 
decision making. While a bit of googling for 'nudging 
and consumer decision making' returned over 7.5 
lakh entries. the first four pages, each with ten results, 
were explored in depth because of the vast quantity 
of search engine results and the time constraint for 
this review job. a significant number of search results 
were identical when using various combinations 
of the above terms. however, after removing such 
overlapping, the comprehensive search on google 
revealed roughly 150 searches. the search results 
linked to educational sites and blogs were removed, 
bringing the total down to around 90. furthermore, 
google Scholar returned roughly 27 thousand 
academic papers related to research publications for 
'nudging and consumer decision making,' but when 
the time-frame scooped from 2008 to 2021, the 
results were reduced to 17 thousand. as anticipated, 
most scholarly results from google and google 
Scholar were similar. So the researchers filtered out 
the studies which were subjectively regarded to be 
of a higher standard and studded with considerable 
citations. emerald and proQuest were explored with 
similar keyword pairings to assure access to more 
such publications. the researchers had a limited 
path to these due to their institution's (workplace) 
membership to selected contents. however, a 
database search yielded an increase of 60 relevant 
research studies, and, a full article access lowered 
the size to less than 20. this was cut in half when it 
came to the application of nudging in healthy eating 
options.

the total number of research studies reviewed and 
included in the current study is 20 for the background 
study, 24 for uncovering nudge and nudging as a 
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concept, and 30 for the application of nudging in 
commercial space/marketing.

the heart of this research - the literature review 
and synthesis - is presented in tabular form and 
descriptive narrative, atop the discussion section. 
these are classified into two categories: nudging as a 
concept and nudging and marketing. the last portion, 
which deals with discussion and conclusion, tries to 
subjectively link together the general conclusions 
reached in the prior section. this summary is a 
subjective mash-up that balances the opposing 
viewpoints expressed in the reviewed papers.

Literature Review
Nudging as a concept
the understanding of irrationality about human 
behaviour that lies at the base of bad decisions 
was extended by (thaler and Sunstein, 2008) as 
the idea of irrational thoughts and behaviour was 
already established and extensively researched 
by practitioners and learners of psychology. the 
presence of biases and rule of thumb (Kahneman 
and tversky, 2000) are prevalent factors that aid in 
making human decisions inaccurate.

Without the use of the term 'nudge' or 'nudging,' 
in their previous work, thaler and Sunstein (2003) 
brought forth the idea of libertarian paternalism. 
this new term provided an alternative to the 
coercive ideology of paternalism yet possessed the 
ability to achieve the same results. highlighting the 
biases in-built in all humans, thaler and Sunstein 
(2008) explained the logic behind erroneous or 
poor decision-making, which ultimately results 
in undesired or poor outcomes in the areas of 
health, education, and finances. human choices 
are vulnerable to context and process (Kahneman 
and tversky, 2000), which provides possibilities to 
steer them towards targeted goals. accordingly, 
modifications in the choice architecture taking the 
form of nudges could turn fruitful. 

thaler et al. (2014) elaborated the concept of 
'libertarian paternalism', which means to guide 
people in making wise choices without enforcing any 
options or forbidding any alternatives. in a recent 
study, grayot (2019) furthered the clarity on the 
ambiguities relating to valid psychological factors 

that explain the internal dynamics of the decision-
making process ingrained in the dual-process theory. 

a critically acclaimed challenge to the theory was 
put forward by hansen and Jespersen (2013), who 
went on to explain that the non-nudge environment 
of a decision-maker is not necessarily a sure failure 
in yielding desired outcomes. however, hansen and 
Jespersen (2013) supported and explained thaler 
and Sunstein (2008) views on nudges on being non-
manipulative in nature. they propose a framework 
of creating four types of nudges - transparent type 
2, transparent type 1, non-transparent type 1 and 
transparent type 2. each either being manipulative 
or not (non-transparent and transparent) and 
conforming to System 2 thinking or System 1 
(Kahnemann, 2011) thinking referring to the reflective 
and automatic thinking modes, respectively (thaler 
and Sunstein, 2008). these can be of enormous help 
to choice architects wanting to contextualise the 
usage with value-based considerations.

in addition to revisiting the conceptual framework of 
nudging, Sunstein (2014) stressed the characteristic 
transparency of nudges and their advantages over 
the traditional incentive system that would be 
manipulative and cost guzzling. a comparison of 
the efficiency of decisions from traditional price 
incentives with nudges has been the basis of 'a set 
of general principles for choosing whether to employ 
a nudge or a price instrument', formulated by galle 
(2014).  

in-spite of considerable literature on the conceptual 
build-up on nudging, borderline cases and 
misclassification of information and advice as 
nudges (hausman and Welch, 2010) is a critical 
issue. also, more criticism of the theory and its 
application has involved raising issues related to 
ethics (hausman & Welch, 2010; Selinger and Whyte, 
2011) in modern-day pluralistic societies and across 
societies (Selinger and Whyte, 2010; Bovens, 2010). 
Several opinions believed that ethical doubts are 
more significant than social fears associated with 
nudging, Selinger and Whyte (2011). it also raises 
a question on the underlying premise that people 
are ignorant to consider the best for themselves. 
additionally, understanding human biases is 
insufficient for understanding people's perceptions 
and interpretations of various scenarios, and thus 
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their decisions. the socio-cultural environment is 
significant in making cognitive biases distinct from 
those arising in another context (nisbett, 2015). So, 
assuming homogeneity of cultures and human biases 
may not be even circumstantially correct.

Wary of the non-manipulative nature of nudging 
(rizzo and Whitman, 2009), doubt the long-run 
sustainability of the concept, especially in the sphere 
of policymaking as it may transcend and become 
more intrusive hurting personal freedom and choice. 
the choice architect’s perspective of assisting 
decision-makers in producing quality selections may 
not be perfect because it is based on how they define 
quality (Baldwin et al., 2011; cartwright and hight, 
2020). 

the degree to which nudges will lead to desired 
results is primarily determined by various 
uncontrollable variables, and it also raises suspicion 
on nudging implications which may reintroduce 
libertarian paternalism in its classic form and 
essence (goodwin, 2012; Bradbury et al., 2013). 
though nudging found favour from several quarters - 
academicians, researchers, politicians, policymakers 
and also ratified several marketing strategies that 
had been practised hitherto without the tag of 
nudging, it also gathered a lot of doubt and criticism. 
responding to such disapprovals, cass Sunstein 
wrote, 'misconceptions about nudges' and gave 
counter-arguments to the allegation of nudges being 
exploitative, covert, manipulative, ineffective and 
extending too much dependence on the government. 
this was further supported by Sunstein et al. (2018) 
with the help of results from the five-nation survey 
covering 15 nudges in diverse areas proving the 
presence of high approval for nudges as policy tools 
though not without variations across nations and 
cultures.

an alternative to trounce the ingrained human biases 
(Kahneman and tversky, 2000) and their impact in 
the form of bad decisions (thaler and Sunstein, 2008) 
was put forward by richard e. nisbett, by training 
people to help them reason out and understand 
events and decision situations (Kelly, 2019). nudges 
and incentives cannot be treated as a substitute for 
instructional training, and these should be used as 
complementary to one another (nisbett 2016).

Nudging and marketing
though marketers and salespersons have been 
using it for decades, research and studies using the 
term ‘nudging’ as a part of marketing strategy to 
drive consumer behaviour in a favourable direction 
emerged in the last decade. a majority of such 
studies have shown that nudging can be a powerful 
tool to study and influence consumer behaviour. 

in a recent study (Singh, 2019), nudging aids 
marketers and corporations in truly understanding 
customer behaviour and helps consumers to make 
better-educated decisions, and considering policy 
approaches to improve eating behaviour of people 
to assist them in eliminating nutrition-related 
illnesses, gutherie et al. (2015) stress on the role 
of information for producers/marketers as well as 
consumers for good choices. nudging can also be 
used as an instrument to encourage sustainable 
consumer behaviour, and it can bring positive 
changes in specific conduct (mont et al., 2014).

experiments to evaluate the decisions made 
by consumers when nudged by default options 
(vonBergen et al., 2016; Kraak et al., 2017; Kaiser, 
2018) reveal that consumer decisions are better. 
Since default options come with the convenience 
of 'no action required,' they are able to direct the 
decision maker's choice in the desired direction. 
vonBergen et al. (2016) throw light on the concept 
and consideration of defaults options as nudges only 
if the customer has an option to choose another 
alternative or to opt-out. 

lu et al. (2019) investigate the importance of nudging 
digitisation, and it was found that overt digital nudges 
(i.e. the component of behaviour that can be noticed 
by observing–open behaviour) and covert digital 
nudges (i.e. the part of behaviour that cannot be 
noticed by observing–hidden behaviour) were most 
effective when used together, rather than separately. 
however, Kaiser (2018) questions the usage of 
digital nudges as they may end up producing more 
favourable results for the choice architect rather 
than the customers.

Several studies examining the linkage between 
nudging and consumer decision making (nguyen 
2019; Petit et al., 2018) have shown nudging is a 
positive way to influence decision making to enhance 
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sales. experiments specifically to enhance healthy 
eating among consumers (hollands, et al. 2011; 
hollands, et al., 2017; cheung, et al., 2019; huitink et 
al., 2020; fennis et al. 2020; matheus mistura, 2012; 
Kraak et al. 2012, Boehm et al. 2019; huitink et.al. 
2020, petit et al., 2018) by the use of nudging has 
been reported to be effective. interestingly, huitink 
et.al. (2020) proposed that the combination of price 
and nudging worked best in boosting sales for healthy 
products rather than their independent application. 
experimenting to analyse the role of nudging versus 
marketing to modify human behaviour towards 
healthy eating options (Boehm et al., 2019; petit et 
al., 2018) led to similar outcomes; however, huitink 
et al., (2020) and cheung, et.al. (2019) obtained 
contradictory results in the use of social norm nudges 
to induce healthy eating. Designing nudges, keeping 
in mind the personality traits of the decision-
makers (Kaiser, 2018) is instrumental in improving 
their effectiveness. 

the linkage between nudging and pricing (Welch, 
2010; Kraak et.al. 2017; hoenink et.al. 2020) show 
different results as price strategy may at times be 
better while, in some instances, it works the same 
way as a nudge. however, the price must be justified 
for the nudged product implying consumer decision 
making highly influenced by the idea of 'value for 
money' when attempting a purchase deal. Studies by 
hollands et.al. (2017) and vandenbroele et.al. (2018) 
have mentioned the use of ‘traffic light labelling’ in 
their experiment interventions. Both the studies were 
designed to encourage healthy eating habits among 
consumers via labelling nudges. vandenbroele et 
al. (2018) attempting ecological goals attempt to 
encourage people to adopt food having low carbon 
dioxide emissions rather than high.

Similarly, experiments involving changes in packaging 
sizes (Petit et.al. 2018; Hollands et.al. 2017) throw 
up effective outcomes in shifting consumers from 
unhealthy products to healthy products with 
specific reference to food, alcohol and tobacco. In 
addition to an experimental study by vandenbroele 
et.al. (2018), a study in indian settings by Soniya and 
meena (2020) proved nudge to be an effective tool 
to encourage people to buy more organic products. 

However, criticising the use of nudging by marketers, 
Dholakia et.al. (2016) emphasises the right amount 

of nudging and its possibility of failing if the marketer 
attempts to show off superiority. the findings of 
nguyen (2019) establish nudges as ineffective, 
undermine democracy, evade main issues, and are 
tantamount to shaming.

Discussion and Conclusion
one of the most common assumptions in almost 
all the models developed by various economists is 
'humans are rational', and all decisions are generally 
based on their self-interest. however, behavioural 
economists have a viewpoint that emotions influence 
most human decisions. Similarly, a marketer has to 
deal with humans who always expect fair treatment 
(thaler, 2012). nudging has sparked a lot of debate 
over the years, even though its founder won a 
nobel prize for the same, but still, many scholars 
have criticised the concept of claims that nudging 
is equivalent to shame! the literature analysis 
conducted as a phase of this research yielded several 
extremely important findings.

To begin with, nudging has a lack of definitional 
accuracy, and the subjective boundaries that 
delimit regions that protect or encroach on human 
confidentiality and decision-making freedom are 
also weak (Bovens, 2010; hausman and Welch, 
2010; Selinger and Whyte, 2010; Selinger and Whyte 
2011). numerous studies have attempted to clarify 
the concept and application of understanding the 
terms nudge and nudge theory since its inception, 
while others have been tossed into the basket of 
challenges and definitional ambiguity. this is hardly 
unexpected, given that perhaps the concept refers to 
human thinking and behaviour, which are so complex 
(mont et al., 2014) that they continue to surprise 
scholars and have researched extensively over so 
many decades.

Second, nudging appears to be a new theory that 
was found (thaler and Sunstein, 2008) and well 
equipped with multiple successive research, yet, 
its application has been in practice from the past, 
particularly in the sphere of marketing and sales. for 
example, a common psychological pricing strategy 
entails prices that end in 9, 99, etc. (charm pricing), 
where the relevance is in the left digit, which is 
quickly interpreted by our minds before the reading 
is finished and the left-most digit is captured and 
anchored (thomas and morwitz, 2005), such as 
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9 with rs. 9.99 and appears to be smaller than rs. 
10.00. this pricing is more likely to be accepted by 
consumers, resulting in more sales. manufacturers 
and retailers have already experimented with 
and utilised knowledge of human cognition and 
its irrationality from the past many years (e.g. 
cognitive biases) (thomas et al., 2007; chandon and 
ordabayeva, 2009; Biswas et al., 2013; Soster et al., 
2014). the success provided a boost to research 
aimed at a greater understanding of consumer 
behaviour to improve marketing techniques' 
effectiveness. a vast majority of studies (i.e. 91 per 
cent) show that nudging can be a powerful tool to 
study and influence consumer behaviour. however, 
only 9 per cent of studies don't talk about consumer 
behaviour in a broad sense, and some of them were 
posing a critical review of nudge theory.

Third, there is a misreading of the excitement of 
having discovered a gold mine in relying on the 
revolutionary character of nudging as a solution 
for all issues. nudging isn't a magical cure, and its 
applicability in business and other sectors has been 
shaky. though individuals are flawed, an effort to 
steer them toward better results is likewise a product 
of the flawed human species, despite the expertise of 
behavioural scientists! it increases the likelihood of 
committing mistakes in understanding, interpreting, 
or designing the choice architecture.

Fourthly, nudging should be applied with caution. the 
critics of nudge theory (rizzo and Whitman, 2009; 
Selinger and Whyte, 2011; ewert, 2019; Baldwin et 
al., 2011; cartwright and hight, 2020) have legitimate 
reservations about its application in numerous fields. 
individual freedom is unquestionably curtailed 
when a better understanding of human behaviour 
is exploited to manipulate people's decisions. 
filling the intention - decision gap via nudging is, in 
fact, involuntary as environmental changes tend to 
contextualise the decision maker's independence.

decisions are reached by nudging compromise 
decision makers’ ability and also the owner of their 
consequences in the immediate and far future. hence, 
issues with nudging exist not just at the conceptual 
level, i.e. underlying assumptions and philosophy, 
but also at the level of the outcomes. nudging has 
the limitation to side-line the main issues (dholakia, 
2016; nguyen, 2019) and therefore muddles the 

work of marketers and other experimenters. Studies 
comparing standard incentive systems to nudging 
reveal that using a single system alone is inadequate 
(mont et al., 2014; galle, 2014) and that combining 
them can be more effective (mont et al., 2014; galle, 
2014). the main reasons for the failure of nudging 
in commercial spaces are - 1st–marketer showing 
superior attitude, 2nd–nudging is no guarantee for 
the attainment of the terminal aim, and 3rd–nudging 
must be in the right quantity (dholakia, 2016).

Fifthly, the real-life applications of nudging cannot 
and should not be generalised in the belief that 
if they work in a sample, they would also work in 
the overall population or if they have succeeded in 
a certain community or nation, they will produce 
similar effects everywhere (Selinger and Whyte, 
2010; Bovens, 2010; mont et al., 2014; nisbett, 2015; 
Kaiser, 2018). for instance, two studies included in 
the review reported contradictory results as huitink 
et al. (2020) claim that social norm nudges produce 
a favourable outcome to enhance healthy eating. on 
the contrary, cheung et al.(2019) put a question mark 
on the application of Social norm nudge as the sale 
of product (i.e. yoghurt) remains considerably low 
even after applying social norm message. nudges 
and nudging are extremely sensitive to context and 
scenario. people's judgments about paying taxes 
are different from those about food, and rightly so 
as the factors influencing the product in context 
are unique in terms of their relevance, priority and 
interdependence. as a result of this inaccuracy, it is 
feasible that nudges will not work or will backfire.

as errors, ingredient measurement might produce 
a dish that both the creator and the eaters dislike. 
Similarly, flaws in interpreting human behaviour, 
particularly customer behaviour, for a marketer 
can produce results that are far from anticipated. 
however, developing the correct option architecture 
to nudge the prospective customer into becoming 
a loyal customer is more complicated than simply 
typing 'nudge.' inability to acknowledge the 
observations mentioned above serves as a warning 
to be ready for undesirable results.

Lastly, several research reports have revealed 
that obesity is one of the leading causes of global 
healthcare issues, and consequently, approx 28 lakh 
deaths are reported each year. india alone has over 
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13.5 crore people struggling with obesity, which is 
the major cause of cardiovascular diseases in the 
country (ahirwar et al., 2019). this situation can be 
improved by encouraging people to adopt healthy 
eating habits while avoiding/refusing unhealthy junk 
food. healthy eating refers to the lifestyle of choosing 
the food that gives all the nutrients required to 
support a persons' mental and physical wellbeing. 
nudging can play a crucial role in this transformation 
because most studies included in this research paper 
were designed to enhance healthy eating among 
consumers. all these studies claim that nudging 
can be a useful tool to nudge consumer behaviour 
towards healthy eating. 

although education and knowledge are generally 
increasing, and consumers are becoming more 
interested in switching to healthy eating options, 
this may not be enough to effect rapid and long-term 
change. it should be remembered that the customer 
may have access to information on health benefits, 
etc., but there may be preference clashes due to 
cheaper pricing and tastier items, consequently 
leading customers to choose unhealthy choices.

even though targeted nudging to influence the 
adoption of healthy eating has received huge 
global attention across numerous nations, but the 
researchers have not noted even a single study in the 
indian setting. a large gap in the existing literature 
creates an opportunity for behavioural sciences and 
marketing researchers to contribute to filling this 
blank slot of using nudging to boost demand for 
healthy food products.
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1. Introduction
oil and gold are the essential commodities 
demanded and traded internationally. india is the 
second-largest importer of gold. over the last five 
years, china accounted for around 30 per cent of 
the global demand.   india's demand accounts for 
25 per cent. investment in gold is also increasing in 
nature. gold is still used as reserves, the percentage 
in trend is reduced. it has been majorly changed with 
the aid of using the uS dollar. crude oil and gold 
prices are mentioned in uS dollars. the fluctuations 
in the uS dollar transmitted to the economy through 
worldwide trade were affected by the changes in gold 
or crude oil prices. economic principles indicate that 
a boom in crude oil charges outcomes in inflation, 
depreciation of indian money and fall in the stock 
market (raj et al., 2008).   to control inflation risk, 
traders began buying gold so that the outcomes 
would flip in an upward push in gold prices. the 
demand for gold import will influence the exchange 
rates.  

in the global economy, oil prices are considered 
a critical indicator of exchange rate movements 
(amano and van norden, 1998). mostly, all the 
worldwide oil transactions are executed in the uS 
dollar because the local currency is depreciated when 
the demand for oil increases. for all nations within 
the world, key economic activities are influenced 
by oil, mainly in developing countries (pershin et 
al., 2016). in the current state of the economy, the 
association between oil and stock prices has become 
obvious (chang and Yu, 2013). arouri (2011) and 
Sadorsky (1999) specified that a surge in oil prices 
causes inflation, leading to a bearish stock market. 
two frequently traded commodities with greater 
liquidity are gold and oil (tiwari and Sahadudheen, 
2015). facts present in the oil markets are very 
significant for portfolio risk management and asset 
allocation because traders take the decisions based 
on this proof (mensi et al., 2017). lescaroux (2009), 
turhan et al. (2014), pindyck and rotemberg (1990) 
portrayed that energy (oil) and valuable metal (Silver 
and gold) prices have positive connections with each 
other. Joy (2011), capie et al. (2005) examined that 
the uSd exchange rate is connected with prices of 
gold and oil. gold is considered a secured asset when 
the value of the uS dollar drops in comparison with 
major currencies, which causes the gold price to rise 

(reboredo, 2012). above stated studies confirmed 
that price patterns of oil and gold influence the 
exchange rate. india is the fourth major importer of 
oil and one of the greatest consumers of gold. any 
global fluctuations in the prices of gold and oil take 
a noteworthy impact on the indian stock market and 
further economic doings.  

the import of gold and oil creates a load of external 
debt, currency devaluation and economic instability. 
for making investment decisions, it is essential for 
the investors to have the right information about 
the market movements as the stock market swings 
rapidly. many factors will affect the performance 
of the stock market performance including political 
instability, but we could feel the changes in exchange 
rate, oil prices and gold prices. at the beginning of 
the covid pandemic, the stock market crashed badly, 
but later, the indian stock market outperformed. 
due to the Bull run in the indian stock market, fpi 
increased, which increased the currency value.  

henceforth, analyzing the impact of variation in oil 
prices, gold prices, and exchange rates on the stock 
market will help various investors to make superior 
investment decisions. recently Sensex and nifty 
reached the historic high, and this study focused 
on whether any linkages between the selected 
commodities and exchange rate affect the stock 
market operations.  

this paper investigates the interlinkages among 
the selected variables in the short and long run. 
following the introduction, the review of literature 
related to the study is presented. Section 3 describes 
the research framework and section 4 describes the 
analysis and interpretation, and Section 5 provides 
the research conclusion.

2. Literature Reviews:
Several researchers analyze the integration among 
gold prices, exchange rates, oil prices and the stock 
market. earlier studies revealed the existence of a 
causal relationship amongst the variables considered.  

Acaravci et al. (2012) examined the long-run 
relationship between stock price and natural gas price 
using the Johansen cointegration test and granger 
causality models based on the error correction for 
the 15 european union countries. findings suggested 
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that there is a long-term equilibrium relationship 
between industrial production, natural gas prices 
and stock prices in denmark, austria, germany, 
finland and luxembourg. the granger causality test 
indicated an indirect granger causal relationship 
between industrial production, natural gas with the 
stock prices. 

Ahmad et al. (2011) examined that the stock market 
of asia is cointegrated with that of the uS and Japan.

Anshual Jain and Biswal (2016) explored the relation 
among crude oil, global prices of gold, uSd/inr 
exchange rate and the indian stock market. the 
dynamic concurrent linkages have been studied 
using dcc-garch models. the lead-lag linkages were 
studied using symmetric and asymmetric non-linear 
causality tests. empirical examination designated fall 
in crude oil prices and gold prices impacts to drop 
in the value of the indian currency and Sensex the 
benchmark stock index. 

Arshanapalli et al. (1995)
Atul Shiva and Monica Sethi (2015) investigated the 
relationship among Sensex, S&p cnx nifty and uSd/
inr exchange rate for the period January 1998 to april 
2014. the long-run and the short-run causal relation 
among these variables were studied using the vector 
error correction model. cointegration among the 
variables is analyzed using Johansen cointegration. 
the presence of forecasting ability gold price with 
S&p cnx nifty and uSd/inr exchange rate examined 
using granger causality test.

Basher and Sadorsky (2006) examined the influence 
of oil price changes on a huge set of developing stock 
market returns. the conditional and the unconditional 
risk factors are allowed to investigate the association 
between emerging stock market returns and oil price 
risk using a multi-factor model. it was evident from 
the results that the oil price risk impacts stock price 
returns in developing stock markets. 

Benhmad (2012) studied the linear and the non-
linear causal relationship between the oil prices 
and the uS dollar exchange rate using the wavelet 
approach. findings showed that there is a variation 
in the linear and the non-linear causal relationship 
between the real effective uS dollar exchange rate 
and the real oil price.  

Dilip Kumar (2014) investigated gold and the 
indian industrial sectors for the first and second-
order moment transmission with a portfolio design 
application and effectiveness of hedging using 
generalized var-adcc-Bvgarch model. results 
revealed a uni-directional noteworthy return 
spillover from gold to the stock sectors. moreover, 
the findings resulted that the stock-gold portfolio 
delivers improved diversification opportunities than 
stock portfolios.

Gayatri and Dhanabhakyam (2014) attempted to 
investigate cointegration and causal relationship 
between the nifty and the gold price. the selected 
variables of the study witnessed conditional changes 
over a period of time, and which is necessary to 
validate the relationship. international gold price/ 
troy ounce and the daily nSe nifty values for ten 
years from January 2003 to december 2013 are 
considered for this study with 2888 observations. 
the econometric tools are used to analyze the 
cointegration and the causal relationship of time 
series variables. the results exhibited a uni-
directional causal relationship between the nifty and 
the gold price.

Kasibhatla et al. (2006) 
Somnath Mukhuti and Amalendu Bhunia (2013) 
examined the integration amongst the domestic 
gold price, the crude oil price, the exchange rate, 
and india's stock indices for a period of 10 years i.e., 
from January 1991 to october 2012. in the course 
of the investigation, the augmented dickey-fuller 
unit root test, granger causality test and Johansen 
cointegration test are applied. the cointegration test 
results revealed that a long-term relationship exists 
between the selected variables. 

Srivastava and Babu (2016) analyzed the 
cointegration between gold prices and the nifty 
index for a 10-year period from 2005 to 2014. the 
result found that data is in a stationary condition 
and a long-run causal relationship exist between the 
nifty index and gold. also, a bi-directional causal 
relationship exists between gold and the nifty index.

Sujith and Rajesh Kumar (2011) attempted to 
investigate the dynamic association among Stock 
returns, gold price, oil price and exchange rate. the 
selected variables witnessed important changes over 
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a period of time. daily data from 2nd January 1998 to 
5th June 2011 are considered for this study. var and 
cointegration tools were used for this study. results 
revealed that the exchange rate is highly impacted by 
the changes in other variables and a low-level long 
term relationship exists amongst the variables.

Suresh Kumar et al. (2020) studied the causal 
relationship between gold, exchange rate, 
international crude oil prices, and the indian stock 
market. daily prices of selected variables for the 
period of five years from January 1994 to december 
2019 are considered. the integration among the 
selected variables is examined using a non-linear 
autoregressive distributed lag model (nardl). the 
result indicated that the indian stock market is 
affected positively by crude oil prices, and the stock 
market is negatively affected by exchange rates 
during the short run. gold price does not make any 
impact on indian Stock market performance. 

Varsha Ingalhalli and Poornima (2016) studied the 
causal relationship between forex, gold, oil, gold 
and stock markets for a period ranging from January 
2005 till July 2015. the granger causality test is 
employed to determine the forecasting ability of 
one variable over another. the findings suggested 
that a uni-directional relationship exists among the 
selected variables on the stock market. the oil price 
helps to forecast the exchange rate and gold prices. 
the Sensex index causes changes in the oil price. 

3. Objectives of the Study:
1. to study the dynamic interactions among 

gold, crude oil, exchange rate and Sensex

2. to establish the degree of association among 
crude oil, exchange rate, gold with Sensex

3. to find out the short-run and long-run 
relationship amongst crude oil, exchange 
rate and gold with Sensex 

4. to identify the causal relationship among 
crude oil, exchange rate, and gold with 
Sensex

4. Research Methodology: 
4.1 Hypothesis of the study
the following null hypotheses are tested to study the 
integration and the causal relationship among the 
selected variables.

a. data series are generally not distributed.

b. gold price, crude oil price, exchange rate and 
Sensex index prices are not stationary.

c. there is no cointegration among gold price, 
crude oil price, exchange rate and Sensex 
index

d. gold price, crude oil price and exchange rate 
does not granger cause Sensex index

4.2 Data and Sources of data
in this study, the closing values of weekly prices of 
the international gold price, the international crude 
oil price, the exchange rate and the Sensex index 
for the period of ten years from 2011 to 2021 are 
considered. investigation of causal relationship and 
integration is tested using the selected variables. 
gold price is taken from World gold council, crude 
oil from international energy agency, exchange rate 
from foreign exchange and the Sensex index value 
from the Bombay Stock exchange of india. the gold 
is measured in the uSd/oz, crude oil in Wti uSd/
Barrel, exchange rate in indian rupee per uS dollar 
and Sensex in indian rupee. all the variables except 
the Sensex value are taken as per the uS dollar 
because most of the trades are performed using uS 
currency.  

Table 1: List of variables studied and the sources

Variable Name Website Units

Sensex www.bseindia.com index

crude oil www.eia.gov Wti crude oil spot 
price

Gold www.gold.org uSd per troy ounce

exchange rate www.ofx.com uSd/inr
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4.3 Tools used for this study
returns of the variables are used to identify the 
causal relationships, and weekly compounded 
returns have been calculated by using r=(pt-pt-1)/pt-

1)*100, where pt is the current closing price. Tools 
used for this study are

Descriptive statistics and JB Test: Jarque Bera 
method is used to assess whether the data is normally 
distributed or not. a goodness of fit test indicates 
whether the sample data have the skewness and 
Kurtosis that matches a normal distribution.  

Where n=Sample size, S=Skewness coefficient and 
K=Kurtosis coefficient.

Unit root test: to check the stationarity of data

the augmented dickey-fuller test Specification used 
here is as follows.

tptptttt uYYYYbY +∆++∆+∆++=∆ −−−− µµµβ ..........221110

Where

tY  represents time series to be tested

0b is the intercept term

β  represents the coefficient of the unit root test

pµ  is the parameter of the augmented lagged first 

difference of tY  to represent the pth order of the auto 
regressive process, and ut is the white noise error 
term. 

the test statistics are compared with the critical 
values under h0. the critical values are given with 
1%, 5% and 10%. if the test statistics are much lower 
than all critical values, the null hypothesis will be 
rejected at a particular significance level. hence we 
can conclude that the time series has no unit root 
and reject the null hypothesis. the augmented 
dickey-fuller test helps the researcher to proceed to 
the next level. econometric studies can be continued 
only if the selected variables are stationary.  

Johansen’s Cointegration Test and Vector Error 
Correction Model: to measure the interdependency 

of the selected variables. Johansen's test results 
are compared using trace value and maximum 
eigenvalue. long-run and short-run relationships are 
verified using vector error correction model. the 
Johansen test approaches the testing for cointegration 
by examining the number of independent linear 
combinations (k) for an (m) time series variables set 
that yields a stationary process.

Granger’s Causality Test: this test will identify the 
causal relationship among selected variables with 
Sensex. let Y and Y be stationary time series. "X is 
said to granger-cause Y if Y can be better predicted 
using the histories of both X and Y than it can by 
using the history of Y alone."

We can test for the absence of granger causality by 
estimating the following var model:

then, testing h0: b1 = b2 = ..... = bp = 0, against hA: 
'Not H0', is a test that x does not granger-cause Y.  
Similarly, testing h0: d1 = d2 = ..... = dp = 0, against hA: 
'Not H0', is a test that Y does not granger-cause x.  
in each case, a rejection of the null implies there is 
granger causality.

5. Analysis and Findings:
5.1 Descriptive Statistics:
descriptive statistics helps to explore the distribution 
properties of daily returns and summarize the data 
to find out the normality of time series.

Table 2: Descriptive Statistics

Crude Oil Exchange 
Rate Gold Sensex

 Mean 0.140478 0.084874 0.031751 0.280923
 Std. dev. 5.169376 0.900625 2.122262 2.320149
 Skewness -0.012264 0.117781 -0.163104 0.004113
 Kurtosis 9.634963 4.73017 4.660584 7.160322
 Jarque-Bera 963.0103 66.69637 62.64889 378.6201



22 / Dr. Y. Arul Sulochana and Dr. S. Rajkumar

 Journal of Management & Entrepreneurship, 16 (1), 2022: 17-24

the above statistics clearly show that the index 
Sensex resulted in a higher return (0.28) with a lower 
risk (2.32). crude oil possessed the highest risk level 
(5.16) compared to all the variables. for any data 
to be random, it should possess the characteristics 
of a normal distribution. Skewness and Kurtosis are 
considered as the important distribution properties 
of normal distribution. Both the values are equal to 0 
and 3, respectively. hence we conclude that the data 
is not normally distributed.

5.2 Unit Root Test
unit root test helps to check the stationarity and 
find out shocks in time series. data series mean 
and variance are consistent over time. it is said to 
be stationary and vice versa. the most suitable and 
commonly used test is the augmented dickey-fuller 
test. the below table shows the results of unit root 
for level and first difference.

Table 3: Augmented Dickey-Fuller Test Result

Variables
Level 1st difference

Deci-
siont-Statis-

tics
Proba-
bility

t-Statis-
tics

Proba-
bility

crude oil -1.506444 0.5298 -20.54984 0.0000 I(1)

Gold -1.364740 0.6003 -23.93970 0.0000 I(1)

exchange 
Rate -1.835159 0.3633 -20.76210 0.0000 I(1)

Sensex 1.473133 0.9993 -22.79784 0.0000 I (1)

if we consider the first difference of all the variables, 
there is no evidence for unit root because the 
probability value is less than 5%. the null hypothesis 
can be rejected, and the variables are stationary at the 
first-order difference i(1) for all the selected variables. 
hence, we can employ Johansen's cointegration test 
to see these variables are cointegrated or not.  

5.3 Cointegration Test
Johansen's cointegration test was used to find out 
the presence of cointegration between the variables 
in the long run. the trace test result indicates that 
four cointegrating equations are at a 5% significant 
level. it clears that four linear combinations exist 
between the variables over the entire time period. 
if trace statistics is more than the critical value, we 
will reject the null hypothesis, which means there is 
a cointegration between the variables.  

Table 4: Johansen’s Cointegration Test Result

Sample (adjusted): 11/06/2011 10/17/2021

included observations: 520 after adjustments

trend assumption: linear deterministic trend

Series: SenSex crude exchange_rate gold 

lags interval (in first differences): 1 to 4

unrestricted cointegration rank test (trace)

Hypothesized 
No. of CE(s) Eigenvalue Trace Statistic 5% Critical 

Value Prob.**

None *  0.256546  420.9170  47.85613  0.0001

at most 1 *  0.188780  266.7636  29.79707  0.0001

at most 2 *  0.154940  157.9714  15.49471  0.0001

at most 3 *  0.126672  70.43088  3.841466  0.0000

 trace test indicates 4 cointegrating eqn(s) at the 0.05 level

 * denotes rejection of the hypothesis at the 0.05 level

 **macKinnon-haug-michelis (1999) p-values

the result of maximum eigenvalue was also analyzed 
to verify the result of Johansen's trace test. When 
the variables are more than two, the maximum 
eigenvalue test result is used to evaluate the 
cointegration among variables.

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized 
No. of CE(s) Eigenvalue Trace 

Statistic
5% Critical 

Value Prob.**

None *  0.256546  154.1534  27.58434  0.0001

at most 1 *  0.188780  108.7923  21.13162  0.0001

at most 2 *  0.154940  87.54049  14.26460  0.0000

at most 3 *  0.126672  70.43088  3.841466  0.0000

max-eigenvalue test indicates 4 cointegrating eqn(s) at the 0.05 level

 * denotes rejection of the hypothesis at the 0.05 level

 **macKinnon-haug-michelis (1999) p-values

the result of the maximum eigenvalue test statistics 
shows that four cointegrating equations exist at 
a 5% critical value. hence we can conclude that 
a cointegrating relationship exists between the 
variables throughout the sample study period of 10 
years.

5.4 Vector Error Correction Model
the cointegration results showed that a cointegration 
exists among the variables. if variables are 
cointegrated, it is necessary to identify the existence 
of long-run or short-run causality relationships 
among the selected variables. the necessity is 
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to be random, it should possess the characteristics 
of a normal distribution. Skewness and Kurtosis are 
considered as the important distribution properties 
of normal distribution. Both the values are equal to 0 
and 3, respectively. hence we conclude that the data 
is not normally distributed.

5.2 Unit Root Test
unit root test helps to check the stationarity and 
find out shocks in time series. data series mean 
and variance are consistent over time. it is said to 
be stationary and vice versa. the most suitable and 
commonly used test is the augmented dickey-fuller 
test. the below table shows the results of unit root 
for level and first difference.
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if we consider the first difference of all the variables, 
there is no evidence for unit root because the 
probability value is less than 5%. the null hypothesis 
can be rejected, and the variables are stationary at the 
first-order difference i(1) for all the selected variables. 
hence, we can employ Johansen's cointegration test 
to see these variables are cointegrated or not.  

5.3 Cointegration Test
Johansen's cointegration test was used to find out 
the presence of cointegration between the variables 
in the long run. the trace test result indicates that 
four cointegrating equations are at a 5% significant 
level. it clears that four linear combinations exist 
between the variables over the entire time period. 
if trace statistics is more than the critical value, we 
will reject the null hypothesis, which means there is 
a cointegration between the variables.  

Table 4: Johansen’s Cointegration Test Result

Sample (adjusted): 11/06/2011 10/17/2021

included observations: 520 after adjustments

trend assumption: linear deterministic trend

Series: SenSex crude exchange_rate gold 

lags interval (in first differences): 1 to 4

unrestricted cointegration rank test (trace)

Hypothesized 
No. of CE(s) Eigenvalue Trace Statistic 5% Critical 

Value Prob.**

None *  0.256546  420.9170  47.85613  0.0001

at most 1 *  0.188780  266.7636  29.79707  0.0001

at most 2 *  0.154940  157.9714  15.49471  0.0001

at most 3 *  0.126672  70.43088  3.841466  0.0000

 trace test indicates 4 cointegrating eqn(s) at the 0.05 level

 * denotes rejection of the hypothesis at the 0.05 level

 **macKinnon-haug-michelis (1999) p-values

the result of maximum eigenvalue was also analyzed 
to verify the result of Johansen's trace test. When 
the variables are more than two, the maximum 
eigenvalue test result is used to evaluate the 
cointegration among variables.

Unrestricted Cointegration Rank Test (Maximum Eigenvalue)

Hypothesized 
No. of CE(s) Eigenvalue Trace 

Statistic
5% Critical 

Value Prob.**

None *  0.256546  154.1534  27.58434  0.0001

at most 1 *  0.188780  108.7923  21.13162  0.0001

at most 2 *  0.154940  87.54049  14.26460  0.0000

at most 3 *  0.126672  70.43088  3.841466  0.0000

max-eigenvalue test indicates 4 cointegrating eqn(s) at the 0.05 level

 * denotes rejection of the hypothesis at the 0.05 level

 **macKinnon-haug-michelis (1999) p-values

the result of the maximum eigenvalue test statistics 
shows that four cointegrating equations exist at 
a 5% critical value. hence we can conclude that 
a cointegrating relationship exists between the 
variables throughout the sample study period of 10 
years.

5.4 Vector Error Correction Model
the cointegration results showed that a cointegration 
exists among the variables. if variables are 
cointegrated, it is necessary to identify the existence 
of long-run or short-run causality relationships 
among the selected variables. the necessity is 
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fulfilled with the help of running a restricted var 
model, i.e. vector error correction model.  

Table 5:  Long run causal relationship running from 
Crude Oil, Gold, Exchange Rate to Sensex

dependent variable: d(SenSex)

method: least Squares

Sample (adjusted): 10/23/2011 10/17/2021

d(SenSex) = c(1)*( SenSex(-1) - 0.280333668298* crude(-1) 
+  1.16518821283*ex(-1) + 0.434570370841* gold(-1) 
- 0.358221613515 ) + c(2)*d(SenSex(-1)) + c(3)*d(SenSex(-2)) 
+ c(4)*d(crude(-1)) +  *d(ex(-2)) + c(8)*d(gold(-1)) + c(9)*d(-
gold(-2)) + c(10)c(5)* d(crude(-2)) + c(6)*d(ex(-1)) + c(7)

 coefficient Std. error t-Statistic prob.  

C(1) -0.761584 0.064175 -11.86728 0

long-run causality will be running from independent 
variables to dependent variables if c(1) is negative 
in sign and significant. from the above table, it is 
interpreted that the long-run causality runs from 
independent variables viz. crude oil, gold and 
exchange rate to Sensex, the dependent variable. 
this study reveals that there is a negative coefficient 
for c(1), i.e. -0.761, and the probability value is less 
than 5%.

Table 6: Short-run Casual relationship running from 
Crude Oil, Gold, Exchange Rate to Sensex

test Statistic: chi-Square

Variables Null Hypoth-
esis Value df Probability

crude oil c(4)=c(5)=0 36.87068 2 0

exchange rate c(6)=c(7)=0 1.753132 2 0.4162

Gold c(8)=c(9)=0  23.67051 2 0

from the above result, it is interpreted that short-
run causality runs from the independent variables 
crude oil and gold to Sensex. the probability value 
of the exchange rate is 0.4162, which is more than 
5%, which indicates that there is no short-run causal 
relationship running from the exchange rate to the 
Sensex index.

5.5 Granger’s Causality Test:
after examining stationarity and cointegration, the 
next step is to know the direction of causality. for this 
purpose, we are applying the granger causality test. 
table 7 represents the result of granger's causality 
test. 

Table 7: Pairwise Granger’s Causality Test

Null Hypothesis F-Statistic Prob.

 crude does not granger cause SenSex  9.11091 0.0001

 SenSex does not granger cause crude  3.98741 0.0191

   
 exchange rate does not granger 
Cause SENSEx  62.1045 7.00e-25

 SenSex does not granger cause ex-
CHANGE RATE  0.07867 0.9244

   

 gold does not granger cause SenSex  0.12784 0.88

 SenSex does not granger cause gold  1.00778 0.3657

the above table shows the result of the pairwise 
granger's causality test. this test helps to determine 
the causal relationship between independent 
variables and the dependent variable. there is a 
bidirectional causal relationship between Sensex and 
crude oil, and a uni-directional causal relationship 
between exchange rate and Sensex. the null 
hypothesis is accepted, and Sensex does not granger 
cause exchange rate because the probability value 
is more than 5%. there is no causal relationship 
between Sensex and gold, and the probability value 
is greater than 5%.  

Conclusion:
the empirical analysis attempts to study the 
interdependence and causal relationship among 
crude oil, gold, and exchange rate with Sensex 
index. By employing Johansen's cointegration test, 
vector auto regression error correction model and 
granger's causality test. the result indicates that 
there are four cointegrating equations that exist at 
a 5% significance level which supports cointegration 
among crude oil, exchange rate and gold with 
Sensex. vector error correction model supports that 
there is a long-run causal relationship running from 
crude oil, gold and exchange rate to the Sensex 
index. moreover, a short-run causal relationship runs 
from crude oil and gold to Sensex, where there is no 
short-run causal relationship from exchange rate to 
Sensex. granger's causality result indicates that there 
is a bidirectional relationship between crude oil and 
Sensex, and there is no causal relationship between 
gold and Sensex. the study results would help the 
investors to understand the market condition. the 
changes in gold price and crude oil will impact the 
stock market performance.
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There are more than 6.33 crore Micro, Small and Medium enterprises spread across the length and 
breadth of India. More than half of these are based in rural areas and thus help develop the rural 
economy and generate local employment for workers in the region. These firms also contribute 
a third to the national gross value added (GVA) and close to a third to India's gross domestic 
product (GDP) and employ over 11.1 crore workers. MSMEs are also a catalyst in the social welfare 
of Indian society. A greater share of MSME is led by women (20%) and backward classes (66%) 
as compared to a fewer woman (17%) and backward groups in senior corporate positions. And 
a greater share of MSME jobs is held by women (24%) in contrast to the lower national women 
labour participation rate (20%). Policymakers also understand the importance of MSMEs and have 
supported these firms in their rapid growth over the last two decades with access to funds, and, 
technology and managerial expertise. Despite this, Indian MSMEs face a number of challenges 
related to access to bank credits, lack of strategic management, financial literacy, attracting and 
retaining talent, etc. This article reviews literature on challenges faced by MSMEs and the future 
prospects of the sector. 
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Introduction
the 73rd national Sample Survey (nSS) [1] estimated 
that there were more than 6.33 crore non-agriculture 
micro, small and medium enterprises (mSmes) 
engaged in various services and manufacturing 
industries. over 99% of these are micro-enterprises 
[2]. Between 2006-07 and 2015-16, the number of 
mSmes grew from 3.62 to 6.33 crores [1] [3]. the last 
major policy revision set a new set of qualification 
criteria for registration as a micro, small or medium 
enterprise [4]. With effect from July 1, 2020, the 
capital investment cap has been increased. So, more 
enterprises qualify under the new definitions. it also 
introduced annual turnover as a second criterion and 
ruled out the distinction between enterprises. 

Table 1 Classification of MSMEs

“ Old definition (Inv.) New definition

Mfg. Services Inv. Turnover

Micro ₹25 lakhs ₹10 lakhs ₹1 crore ₹5 crore

Small ₹5 crore ₹2 crore ₹10 crore ₹50 crore

Medium ₹10 crore ₹5 crore ₹50 crore  ₹250 crore”

*the indicated numbers are the upper limits.

nagaraj and vaibhav [5] suggested two major reasons 
behind the recent change. Since the last update, 
the increase in caps has been meant to account 
for inflation. it could also support growing startups 
to achieve economy of scale before they disqualify 
for benefits under the mSme schemes. the authors 
also estimated that an additional 2597 enterprises 
qualified under the new definition with an average 
capital of ₹22.6 crores and ₹87 crores of annual 
turnover.

the mSme sector account for about a third of the 
national gross value added (gva) and contributed 
nearly an equal ratio to the national gross domestic 
production (gdp). a detailed breakup of their 
contribution to the national gva and gdp is illustrated 
in table 1. close to 60% of these enterprises engage 
in labour-intensive manufacturing activities and 
employ over 3.60 crore workers in the manufacturing 
sector alone [2]. those engaged in electricity, trade 
and other services employed an additional 7.49 
crore workers.

Table 2 Contribution of MSMEs in Indian GVA and 
GDP at current prices (in ₹ Crore)

Year
Total 

MSME 
GVA

Total 
GVA

Share of 
MSME 
in Total 
GVA (%)

All India 
GDP

Share of 
MSME in All 

India GDP 
(%)

2014-15 36.58 l 1.15 cr. 31.80 12467959 29.34

2015-16 40.59 l 1.25 cr. 32.28 13771874 29.48

2016-17 45.02 l 1.39 cr. 32.24 15391669 29.25

2017-18 50.86 l 1.55 cr. 23.79 17098304 29.75

2018-19 57.41 l 1.71 cr. 33.50 18971237 30.27

Source: cSo, m/o Statistics and programme implementation

Women accounted for 24% of these 11+ crore 
workers: 27% in rural enterprises and 20% in urban 
enterprises. the average 24% is still greater than 
the national labour participation of women at only 
20.8%. in fact, between 2005 and 2019, the labour 
participation of women in india has declined from 
31.8% to 20.8% [6]. only 17% of senior corporate 
roles are held by women in india, whereas women 
own 20.37% of all mSmes in the country [7] [2]. 
Backward classes, including scheduled communities, 
own more than 66% of all mSmes [2]. in comparison 
with large urban-based corporates, mSmes offer a 
greater role for women and backward classes, many 
of whom are also poor and less educated. a majority 
of these enterprises are based in rural areas and help 
generate local employment opportunities.

the ministry of micro, Small and medium enterprises 
(m/o mSme) overlooks the mSme sector. the 
ministry is responsible for the regulation of the sector, 
intelligence, and for the implementation of policies 
related to mSmes. the micro, Small and medium 
enterprises development act, 2006 is the principal 
legislation governing the sector. prior to the act, the 
sector was known as Small-Sector industries (SSi). 
the act created the m/o mSme by combining the 
ministries of small-scale industries and agro & rural 
industries. m/o mSme performs its responsibilities 
with the help of six divisions and several statutory 
bodies such as the Khadi and village industries 
commission (Kvic) and the coir Board.

the sector has changed over the last decade: from 
a two-fold growth in registered enterprises to the 
rise of service enterprises. policymakers have also 
attempted to keep up to date with these changes and 
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*the indicated numbers are the upper limits.

nagaraj and vaibhav [5] suggested two major reasons 
behind the recent change. Since the last update, 
the increase in caps has been meant to account 
for inflation. it could also support growing startups 
to achieve economy of scale before they disqualify 
for benefits under the mSme schemes. the authors 
also estimated that an additional 2597 enterprises 
qualified under the new definition with an average 
capital of ₹22.6 crores and ₹87 crores of annual 
turnover.

the mSme sector account for about a third of the 
national gross value added (gva) and contributed 
nearly an equal ratio to the national gross domestic 
production (gdp). a detailed breakup of their 
contribution to the national gva and gdp is illustrated 
in table 1. close to 60% of these enterprises engage 
in labour-intensive manufacturing activities and 
employ over 3.60 crore workers in the manufacturing 
sector alone [2]. those engaged in electricity, trade 
and other services employed an additional 7.49 
crore workers.

Table 2 Contribution of MSMEs in Indian GVA and 
GDP at current prices (in ₹ Crore)

Year
Total 

MSME 
GVA

Total 
GVA

Share of 
MSME 
in Total 
GVA (%)

All India 
GDP

Share of 
MSME in All 

India GDP 
(%)

2014-15 36.58 l 1.15 cr. 31.80 12467959 29.34

2015-16 40.59 l 1.25 cr. 32.28 13771874 29.48

2016-17 45.02 l 1.39 cr. 32.24 15391669 29.25

2017-18 50.86 l 1.55 cr. 23.79 17098304 29.75

2018-19 57.41 l 1.71 cr. 33.50 18971237 30.27

Source: cSo, m/o Statistics and programme implementation

Women accounted for 24% of these 11+ crore 
workers: 27% in rural enterprises and 20% in urban 
enterprises. the average 24% is still greater than 
the national labour participation of women at only 
20.8%. in fact, between 2005 and 2019, the labour 
participation of women in india has declined from 
31.8% to 20.8% [6]. only 17% of senior corporate 
roles are held by women in india, whereas women 
own 20.37% of all mSmes in the country [7] [2]. 
Backward classes, including scheduled communities, 
own more than 66% of all mSmes [2]. in comparison 
with large urban-based corporates, mSmes offer a 
greater role for women and backward classes, many 
of whom are also poor and less educated. a majority 
of these enterprises are based in rural areas and help 
generate local employment opportunities.

the ministry of micro, Small and medium enterprises 
(m/o mSme) overlooks the mSme sector. the 
ministry is responsible for the regulation of the sector, 
intelligence, and for the implementation of policies 
related to mSmes. the micro, Small and medium 
enterprises development act, 2006 is the principal 
legislation governing the sector. prior to the act, the 
sector was known as Small-Sector industries (SSi). 
the act created the m/o mSme by combining the 
ministries of small-scale industries and agro & rural 
industries. m/o mSme performs its responsibilities 
with the help of six divisions and several statutory 
bodies such as the Khadi and village industries 
commission (Kvic) and the coir Board.

the sector has changed over the last decade: from 
a two-fold growth in registered enterprises to the 
rise of service enterprises. policymakers have also 
attempted to keep up to date with these changes and 
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supported the growth of the sector in major ways, 
yet the sector continues to face challenges from 
lack of access to bank credits to lengthy paperwork 
needed to start a business in the country. lack of 
expertise and archaic technology also hold these 
enterprises back from competing with corporates 
that are increasingly eating into their business. the 
current article is a review of the latest research into 
the challenges faced by mSmes, possible solutions 
and growth prospects of the indian mSme sector in 
the coming years.

Challenges faced by MSMEs
Access to bank credits
capital is important for the growth and development 
of mSmes. despite various govt. initiatives and 
clear instructions from the reserve Bank of india 
encouraging the flow of credits to smaller enterprises, 
access to bank credits remains the number 1 challenge 
to most mSmes [8]. despite the fact that india has 
one of the largest banking networks for a country, 
the provision of finance to grass root level businesses 
remains an enormous challenge. a national level 
research observed that "there are strong structural 
underpinnings to the inadequate flow of finance: 
the organisational structure of banks, and processes 
within them, have taken far from task orientation, 
and have created a specific partiality against small 
loan portfolios" [9].

the indian mSme sector's expansion is being stifled 
by a lack of access to suitable financing. Banks' 
information irregularity and efficiency in dealing with 
mSmes in the indian context, whether transaction 
lending or lending based on a relationship with 
small businesses is appropriate to deal with the 
information issues or should lending be based on 
the relationship with the small businesses. Banks 
are the primary source of financing for businesses. 
as a result, they play an important role in financing 
smaller businesses, which are unable to access 
financial markets for finance. low-risk borrowers, 
such as major corporations with lucrative investments 
and good collateral, are preferred by banks. Small 
businesses are high-risk borrowers, which makes it 
not only difficult for them to get their loan requests 
approved but even when they are approved, these 
businesses are offered loans at a higher interest 
rate. on the contrary, according to a report, mSmes 

have had the lowest default rate in business loans 
[10]. Where the non-performing asset (npa) for 
corporates stood at 19.7%, as of January 2020, 
that for mSmes was only 12.5%. despite this, loan 
requests of mSmes are looked down upon, and they 
struggle to get loans at reasonable interest rates.

Since a healthy and thriving mSme sector provides a 
robust foundation for entrepreneurship and economic 
growth [11], policymakers and governments have 
been paying close attention to how to help the sector 
grow. Because of their smaller size and lack of access 
to formal forms of external funding like loans, mSme's 
are less likely to contribute to economic growth. 
mSme's growth restrictions can be alleviated, and 
its access to external financing improved through 
institutional and financial development [12].

for small companies, financing obstacles are 
more growth-constraining and hinder them from 
achieving their optimal size. this is especially true for 
small businesses. in terms of operating capital and 
investment, small enterprises rely on formal financial 
sources for a smaller share of their total funding than 
large firms. mSme's access to funding is limited by 
the structure of the financial sector, and specific 
financing instruments and strategies are necessary 
for small businesses to overcome these limits. 
relationship banking has always been regarded 
as a trait of a financial system that supports small 
and medium-sized enterprises (Smes). financial 
instruments like factoring and credit scoring have 
highlighted the advantages of major banks in giving 
loans to tiny, unknown businesses [13] [14].

the lender's costs, connected with the prospective 
insolvency of the borrower, increase, thereby 
resulting in a decrease in lending to small businesses. 
the financial difficulties of small businesses are 
exacerbated by this. purchasing raw materials, 
training programmes, promotion of current or new 
products, import and export of items, and other 
normal tasks might be hampered when a company's 
finances are precarious. in order to remain 
competitive, businesses must have the resources to 
maintain and expand their operations. mSmes face 
challenges in acquiring funding for these activities. 
according to research, government involvement in 
these activities, such as setting up special funds to 
assist mSmes in starting their first firm, is warranted 
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[15]. a fundamental difficulty in india's financial 
system is that there is a lack of information about 
the finances of mSmes. consequently, traditional 
lending institutes like banks are reluctant to lend to 
small businesses [16].

Strategic financial management
competitiveness is directly linked to the allocation 
of funds or resources to specific departments in a 
systematic budget system or simply earmarking [17]. 
organisational strategic planning is a continuous and 
open process that includes the development and 
evaluation of strategies, as well as the formulation 
of goals. according to research, mSmes' financial 
performance is linked to strategic planning [18]. 
literature indicates that most mSmes do not engage 
in strategic financial planning. on the contrary, 
most literature also supports the view that small 
businesses should actively plan their finance to 
effectively compete and survive in the market in the 
long run [19]. mazzarol found that most small-scale 
entrepreneurs were myopic with the survival and 
competitiveness of their business [20].

Setting long-term organisational goals, developing 
and implementing methods to attain these goals, 
and allocating financial resources required to achieve 
these goals are part of systematic budget planning. 
the primary goal of a strategic budget system is to 
help a company acquire a long-term competitive 
advantage over its rivals. more recently, patented 
items that use new processes and management 
technologies that are more innovative and achieve 
international expansion are found in companies who 
plan their budgets [21].

as a result, mSmes are typically hindered by capacity 
issues that prevent them from effectively utilising 
the funds they have at their disposal. remote 
control, telephone management, or even weekend 
management are common methods for running many 
businesses. financial resources must be used more 
efficiently under this management approach. lack of 
planning and control, lack of finances, no goals, no 
budgets, and lack of proper management leads to a 
lack of utilisation of the resources that are available 
[22]. mSmes have only a limited understanding of 
risk, profitability, and feasibility [23].

there are a variety of financial tactics employed to 
maximise the usage of available funds. the idea of a 
strategy is that it serves the needs of an organisation 
and its competitors at the same time. it is described 
as the company's plans and actions that affect the 
company's portfolio of activities. it's possible to think 
of this operationally as the degree of diversification 
that has been achieved, how that diversification 
is managed, and how it was obtained [24]. two 
aspects of competitive strategy are investing in 
firm-specific assets and positioning the firm in the 
marketplace. it was determined that investments 
are needed in assets like expertise, r&d capabilities, 
etc. competitive advancement and the uniqueness 
of a firm may be enhanced by firm-specific assets 
that are difficult to use as security for borrowing and 
cannot be unnecessarily redeployed [25].

Technical competency
technology is essential to the growth of any 
organisation because it aids in the formulation of 
a multi-pronged strategy as well as in maximising 
commercial opportunities. Business agility and 
innovation can be fuelled by mSmes' use of 
technology [26] [27]. traditional methods and 
out modelled technologies are being used by the 
majority of rural mSmes today. unlike in the past, 
the competition today is fierce, and large enterprises 
continuously look for a way to enhance their 
competitive edge.

these are additional challenges to be met in today's 
globalised world. Businesses not only compete with 
other businesses in the same area but also with 
multinational corporates from other countries. china 
is considered the world's manufacturing backyard, 
and its companies have undercut the profit of all 
kinds of businesses in india and elsewhere [28]. an 
industry's success is directly linked to the efficiency 
and effectiveness of its manufacturing methods and 
the technologies they employ, its ability to market its 
products, and efficiency in terms of cost, time, and 
logistics. Businesses that have been successful in the 
past may not continue to be so in the future [29]. 
as time and the environment change, entrepreneurs 
will have to constantly alter their businesses to keep 
up. entrepreneurs will have to put in the effort, time, 
and money to be up to date and be aware of the latest 
developments. the failure to keep up with the rapid 
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[15]. a fundamental difficulty in india's financial 
system is that there is a lack of information about 
the finances of mSmes. consequently, traditional 
lending institutes like banks are reluctant to lend to 
small businesses [16].

Strategic financial management
competitiveness is directly linked to the allocation 
of funds or resources to specific departments in a 
systematic budget system or simply earmarking [17]. 
organisational strategic planning is a continuous and 
open process that includes the development and 
evaluation of strategies, as well as the formulation 
of goals. according to research, mSmes' financial 
performance is linked to strategic planning [18]. 
literature indicates that most mSmes do not engage 
in strategic financial planning. on the contrary, 
most literature also supports the view that small 
businesses should actively plan their finance to 
effectively compete and survive in the market in the 
long run [19]. mazzarol found that most small-scale 
entrepreneurs were myopic with the survival and 
competitiveness of their business [20].

Setting long-term organisational goals, developing 
and implementing methods to attain these goals, 
and allocating financial resources required to achieve 
these goals are part of systematic budget planning. 
the primary goal of a strategic budget system is to 
help a company acquire a long-term competitive 
advantage over its rivals. more recently, patented 
items that use new processes and management 
technologies that are more innovative and achieve 
international expansion are found in companies who 
plan their budgets [21].

as a result, mSmes are typically hindered by capacity 
issues that prevent them from effectively utilising 
the funds they have at their disposal. remote 
control, telephone management, or even weekend 
management are common methods for running many 
businesses. financial resources must be used more 
efficiently under this management approach. lack of 
planning and control, lack of finances, no goals, no 
budgets, and lack of proper management leads to a 
lack of utilisation of the resources that are available 
[22]. mSmes have only a limited understanding of 
risk, profitability, and feasibility [23].

there are a variety of financial tactics employed to 
maximise the usage of available funds. the idea of a 
strategy is that it serves the needs of an organisation 
and its competitors at the same time. it is described 
as the company's plans and actions that affect the 
company's portfolio of activities. it's possible to think 
of this operationally as the degree of diversification 
that has been achieved, how that diversification 
is managed, and how it was obtained [24]. two 
aspects of competitive strategy are investing in 
firm-specific assets and positioning the firm in the 
marketplace. it was determined that investments 
are needed in assets like expertise, r&d capabilities, 
etc. competitive advancement and the uniqueness 
of a firm may be enhanced by firm-specific assets 
that are difficult to use as security for borrowing and 
cannot be unnecessarily redeployed [25].

Technical competency
technology is essential to the growth of any 
organisation because it aids in the formulation of 
a multi-pronged strategy as well as in maximising 
commercial opportunities. Business agility and 
innovation can be fuelled by mSmes' use of 
technology [26] [27]. traditional methods and 
out modelled technologies are being used by the 
majority of rural mSmes today. unlike in the past, 
the competition today is fierce, and large enterprises 
continuously look for a way to enhance their 
competitive edge.

these are additional challenges to be met in today's 
globalised world. Businesses not only compete with 
other businesses in the same area but also with 
multinational corporates from other countries. china 
is considered the world's manufacturing backyard, 
and its companies have undercut the profit of all 
kinds of businesses in india and elsewhere [28]. an 
industry's success is directly linked to the efficiency 
and effectiveness of its manufacturing methods and 
the technologies they employ, its ability to market its 
products, and efficiency in terms of cost, time, and 
logistics. Businesses that have been successful in the 
past may not continue to be so in the future [29]. 
as time and the environment change, entrepreneurs 
will have to constantly alter their businesses to keep 
up. entrepreneurs will have to put in the effort, time, 
and money to be up to date and be aware of the latest 
developments. the failure to keep up with the rapid 
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changes occurring around them results in industrial 
losses and illnesses. they are left out. it is traditional 
wisdom to invest a portion of a company's profits 
towards future growth in the form of education, 
research and development (r&d), or tie-ups with 
educational institutions and research laboratories 
[30] [31].

the mSme industry in india's expanding global 
market is hindered by poor technological levels. as 
a result, the long-term viability of most small and 
medium-sized enterprises is in jeopardy because of 
cheap foreign imports and multinational corporations 
[32]. in summary, studies have shown that technical 
innovation is critical to the growth of small and 
medium-sized enterprises' global competitiveness 
[33] [34].

Procurement of raw material and logistics
nearly 60% of all mSmes in india are manufacturing 
enterprises. for these enterprises, raw materials are 
the base components, and without these, there is no 
production and no enterprise [35]. the translation 
of raw materials into completed commodities is an 
integral part of any nation's economic growth, and 
raw resources are an important part of this process. 
reality and experience have demonstrated that in 
order for an economy to grow, the proportion of 
industrial production in the economic activity must 
grow exponentially. as a result, the world's most 
advanced countries are industrialised nations since 
a major part of their gdp comes from manufacturing 
and industrial sectors [36] [37].

agriculture, chemicals, mining, and most recently, 
petrochemicals are the primary sources of raw 
materials for industrial production. When it comes 
to industrial manufacturing, a huge number of 
companies in less developed countries rely on raw 
materials from other countries. to put it another 
way, they import raw materials from other countries 
in order to continue their industrial output. as a 
result of this circumstance, developing countries 
have abundant raw materials to produce their own 
goods [38].

as a result of limited resources and logistical issues, 
small businesses are increasingly forced to source 
raw materials from within their own region. raw 
materials are scarce in some locations, or if they are 

available, they are either of poor quality or extremely 
expensive. the lack of manufacturing capacity results 
in higher production costs and decreased profitability 
for small businesses [32]. a company's market share 
is directly related to its ability to efficiently manage its 
raw materials [39] [40]. the paucity of raw material 
sources is one of the most severe restraints on the 
production capacity of small and medium-sized 
enterprises (Smes). according to a study, mSmes 
are often unable to take advantage of economies of 
scale in procuring materials due to their small size 
and lack of purchasing power [41]. Because they buy 
in modest quantities, these companies only buy a 
small amount of raw materials. compared to bulk 
purchases, the price per unit is higher. on the other 
hand, corporates can even deal with the producer of 
the raw material directly, as in the case of pepsi co., 
which directly deals with farmers for the procurement 
of potatoes for the production of its lays chips. this 
allows corporates to secure an adequate amount of 
raw materials at a much cheaper cost well ahead of 
production.

if your manufacturing facility is located in an area with 
poor transportation infrastructure, the importance 
of logistics will be even more critical to your success 
[42]. transport costs for completed goods and raw 
materials directly impact the manufacturing facility's 
profitability. there are few transportation options for 
a company unit in a poor location, and those available 
charges a premium for their service. Because 
there are fewer competitors in transportation, the 
reliability of these fewer services that are available 
is also a problem.

Human resources
employees are the most potent asset of any 
enterprise in the new skill-based economy, and 
small firms face difficulty attracting and retaining 
talents [43]. there are different factors affecting the 
talent retention rate, some within the scope of the 
management to correct while others outside their 
scope. organisational culture, training of employees, 
and keeping them motivated are a few things within 
the management's scope to retain employees. 
employees may as well seek better opportunities 
which big corporates offer and which is outside the 
management’s realm to retain such talents seeking 
growth elsewhere.
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an important focus of organisational climate literature 
has been on the impact of interpersonal interactions 
within the workplace. employees' feelings, thoughts, 
beliefs, and responses to the organisation are all tied 
to the organisation's climate. however, persons in 
positions of authority inside the organisation may 
attempt to manipulate this [44]. Shim [45] described 
the organisational atmosphere as "employees' 
mutual knowledge and opinion with others in their 
workplace". Small businesses have a more informal 
work environment, but not necessarily more relaxed. 
as a result, there are fewer written records and 
instructions. people who aren't familiar with this 
way of life tend to think that informality equates 
to careless behaviour. there is a major difference 
between small and large organisations in the level of 
managerial participation.

in order to fulfil an organisation's goals, creating an 
environment where employees are motivated to 
work with fervour, initiative, and excitement while 
maintaining a feeling of discipline, responsibility, 
and loyalty is the primary goal of motivation [46]. 
employees are encouraged to grow through the 
employment of motivational approaches. reward 
systems and formal authority are two methods used 
by some managers to entice their staff. the concept 
of growth, learning, teamwork, compensation and 
other advantages are all part of it [47].

training is one of the most important ways in which 
technological knowledge and skills are transferred 
and innovative capabilities are established and 
improved. however, the majority of mSmes prefer 
to do their training in an informal manner. even 
though public training institutes play a critical role 
in providing information and skills to production 
workers such as technicians, craftsmen, and other 
middle-level employees, its impact on the innovative 
capacities of those trained has been minor [48] [49]. 
unfortunately, training is the first thing to receive a 
cut in difficult times.

Future Prospects
Ease of doing business
incentives, regulatory clearances, and labour 
regulations at the state and federal levels can all 
help to make business easier for india's mSme 
sector, which has the potential to drive the country's 

economic growth. Streamlining laws and processes, 
as well as offering clear guidance on future regulatory 
requirements, could continue to improve the ease of 
doing business in india. many small and medium-
sized businesses benefit significantly from industrial 
strategies that target to promote the growth of 
specific industries and activities. economic growth is 
shifted from the service sector to manufacturing in 
order to gain productivity gains and access to global 
value chains. manufacturing is an essential aspect of 
huge corporations.

Promotion of foreign direct investment (FDI)
india's fdi policy is one of the most liberal in the 
world, allowing 100% fdi under the automatic 
route in several industries. it is equally applicable 
to small and medium-sized enterprises (Smes). 
modern and cutting-edge technology can help 
boost the productivity and competitiveness of small 
and medium-sized enterprises (Smes) by attracting 
investment and bringing it into the country. it is 
possible that foreign direct investment (fdi) can 
bring in multinational corporations that enhance job 
creation, tax income, and aggregate productivity. in 
most countries, policies and investment strategies are 
designed to attract huge multinational corporations. 
these tactics have the potential to rapidly boost the 
market share of huge corporations.

Development of MSME clusters
as much as practicable, a cluster is a collection of 
businesses that operate within the same general 
geographic area and offer products and services that 
are similar or identical. for example, autos, food 
processing, textiles, and pharmaceutical industries 
should benefit from initiatives that support mSme 
clusters. the government has embraced the cluster 
development method, aiming to boost mSmes' 
productivity and competitiveness while also boosting 
their collective potential. as a collective, these 
clusters can benefit from the advantages of scale and 
scope in order to boost productivity and employment 
in their respective areas of focus.

Use of technology
increasingly, technology is being viewed as a 
business enabler and a critical tool for streamlining 
and standardising processes. a strong emphasis 
on implementing new-age technology, developing 
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an important focus of organisational climate literature 
has been on the impact of interpersonal interactions 
within the workplace. employees' feelings, thoughts, 
beliefs, and responses to the organisation are all tied 
to the organisation's climate. however, persons in 
positions of authority inside the organisation may 
attempt to manipulate this [44]. Shim [45] described 
the organisational atmosphere as "employees' 
mutual knowledge and opinion with others in their 
workplace". Small businesses have a more informal 
work environment, but not necessarily more relaxed. 
as a result, there are fewer written records and 
instructions. people who aren't familiar with this 
way of life tend to think that informality equates 
to careless behaviour. there is a major difference 
between small and large organisations in the level of 
managerial participation.

in order to fulfil an organisation's goals, creating an 
environment where employees are motivated to 
work with fervour, initiative, and excitement while 
maintaining a feeling of discipline, responsibility, 
and loyalty is the primary goal of motivation [46]. 
employees are encouraged to grow through the 
employment of motivational approaches. reward 
systems and formal authority are two methods used 
by some managers to entice their staff. the concept 
of growth, learning, teamwork, compensation and 
other advantages are all part of it [47].

training is one of the most important ways in which 
technological knowledge and skills are transferred 
and innovative capabilities are established and 
improved. however, the majority of mSmes prefer 
to do their training in an informal manner. even 
though public training institutes play a critical role 
in providing information and skills to production 
workers such as technicians, craftsmen, and other 
middle-level employees, its impact on the innovative 
capacities of those trained has been minor [48] [49]. 
unfortunately, training is the first thing to receive a 
cut in difficult times.

Future Prospects
Ease of doing business
incentives, regulatory clearances, and labour 
regulations at the state and federal levels can all 
help to make business easier for india's mSme 
sector, which has the potential to drive the country's 

economic growth. Streamlining laws and processes, 
as well as offering clear guidance on future regulatory 
requirements, could continue to improve the ease of 
doing business in india. many small and medium-
sized businesses benefit significantly from industrial 
strategies that target to promote the growth of 
specific industries and activities. economic growth is 
shifted from the service sector to manufacturing in 
order to gain productivity gains and access to global 
value chains. manufacturing is an essential aspect of 
huge corporations.

Promotion of foreign direct investment (FDI)
india's fdi policy is one of the most liberal in the 
world, allowing 100% fdi under the automatic 
route in several industries. it is equally applicable 
to small and medium-sized enterprises (Smes). 
modern and cutting-edge technology can help 
boost the productivity and competitiveness of small 
and medium-sized enterprises (Smes) by attracting 
investment and bringing it into the country. it is 
possible that foreign direct investment (fdi) can 
bring in multinational corporations that enhance job 
creation, tax income, and aggregate productivity. in 
most countries, policies and investment strategies are 
designed to attract huge multinational corporations. 
these tactics have the potential to rapidly boost the 
market share of huge corporations.

Development of MSME clusters
as much as practicable, a cluster is a collection of 
businesses that operate within the same general 
geographic area and offer products and services that 
are similar or identical. for example, autos, food 
processing, textiles, and pharmaceutical industries 
should benefit from initiatives that support mSme 
clusters. the government has embraced the cluster 
development method, aiming to boost mSmes' 
productivity and competitiveness while also boosting 
their collective potential. as a collective, these 
clusters can benefit from the advantages of scale and 
scope in order to boost productivity and employment 
in their respective areas of focus.

Use of technology
increasingly, technology is being viewed as a 
business enabler and a critical tool for streamlining 
and standardising processes. a strong emphasis 
on implementing new-age technology, developing 
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indigenous technology, and collaborating with 
global technology partners is anticipated to play 
a significant role in developing a competitive 
advantage for mSmes in the global market. Scaling 
up and becoming a part of global value chains is 
critical for mSme, which relies heavily on technology.

Access to capital
the potential of small and medium-sized enterprises 
(Smes) to stimulate economic growth and create 
jobs is hindered by their inability to secure enough 
financing. ifc's 2018 mSme finance gap report 
indicates that mSmes in india need $1.4 trillion in debt 
and equity financing, which amounts to $1.1 trillion 
in debt and $283 billion in equity. the government 
can help small and medium-sized enterprises (Smes) 
compete and expand globally with the right policy 
interventions and support for the mSme sector. a 
mid-sized company's ability to expand into a large 
one should not be hindered by a lack of access to 
institutional financing. a variety of programmes, 
including the credit guarantee trust fund for micro 
and Small enterprises (cgtmSe), the micro and 
Small enterprise cluster development programme 
(mSe-cdp), and the Scheme for promotion of rural 
industries and entrepreneurship (aSpire), have been 
designed to help mSmes get the capital they need.

Conclusion
the mSme sector has changed over the last decade: 
from a two-fold growth in registered enterprises to 
the rise of services enterprises. the mSme sector 
accounts for nearly a third of india's gdp and 
contributes significantly to the indian society. the 
sector is an indispensable part of the indian society, 
and policymakers have attempted to support it 
as such. Yet, mSmes continue to face challenges 
from the lack of access to bank credits to lengthy 
paperwork required to start a business in the 
country. the globalisation of the world's economies 
has sparked an unprecedented level of rivalry 
because of technological advancements. rivalry 
from low-cost producers in emerging economies 
at home and abroad is increasingly significant in 
today's price-oriented competition [50]. there are 
numerous impediments to innovation, such as 
resource constraints, that limit the ability of small 
and medium-sized enterprises (Smes) to develop 
and commercialise new goods, processes, or services 

[51]. Studies have pointed out several problems 
common to many mSmes: financial management, 
access to credit, lack of skilled talent, procurement 
of raw materials, and logistics. lack of expertise and 
archaic technology also hold these enterprises back 
from competing with corporates that are increasingly 
eating their business. challenges like these affect the 
growth of an important sector that contributes a 
third to india’s gdp, employs over 11 crore workers, 
and is a catalyst to the wellbeing of the indian society.
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1. Introduction:
in the 1880s, the retailing system took the shape 
of mom-and-pop stores, which were family-owned 
small stores and independent businesses. these 
stores were plentiful with low merchandise, popularly 
known as Kirana/mom and pop shops or traditional 
stores. the establishment of these stores was mainly 
to cater to the needs of the local people. it took a 
pretty long time to shape the retail sector into today's 
modern system. Shopping malls have emerged 
as a relaxation destination where consumers visit 
not only for shopping but for amusement, leisure, 
fun, interest and enjoyment. So, a retailer has to 
understand the consumer perception and enhance 
the image of his stores to succeed in this business. 
the first few companies to come up with modern 
retail chains were Bombay dyeing, titan etc. over 
time, many entrants moved on from manufacturing 
to pure retailing. the demand at present has been 
gradually increasing by leaps and bounds. a young 
working population, rising living standard, nuclear 
families in urban areas, rise in income, high literacy 
rate, and increasing working-women population are 
the growth drivers of the modern retail sector in 
india. (Saxena, 2005).

according to the global retail development index 
report, indian retailing has scored the second 
position with a population of 1.37 billion, gdp per 
capita of $7,874, and total retail sales of $1,202 
billion in the 2019 global retail development index. 
india's retail market is expected to reach $1.4 trillion 
by 2021 and grow at 18 per cent in the next five years 
(Kearney, 2019). india is one of the fastest-growing 
retail markets in the world, with 139.26 crores of 
people.

the indian retail sector has marked an impressive 
and tremendous growth being the second-largest 
consumer market and seventh-largest retail market 
worldwide (müller, 2011). presently, the indian retail 
industry scenario has changed immensely and is 
very much dynamic and varied. the expansion of 
the modern retail sector to single-brand and multi-
brand retail has improved a good situation, which 
has fascinated many foreign players to promote their 
brand name into india. indian retail industry has 
anticipated a rise to $1.3 trillion by 2020 from $672 
billion in 2017 (urs, 2018). according to the india 

Brand equity foundation report, in single-brand 
retail and multi-brand retail, a cent per cent and 51 
per cent respectively have been approved for foreign 
direct investment. a large scale of international 
brands entered the indian markets (iBef 2019). 

malls came into existence during the 1980s in 
america as a popular destination for shopping and 
recreation (Kowinski, 1985). a shopping mall is 
defined as a group of establishments that is planned, 
developed, managed and owned as a single unit 
(armstrong, 2002). the malls have entered india 
with a motive of offering convenient shopping, 
entertainment and food under one roof (rao, 2018). 
the main reason for the growth of shopping malls 
in india is the fast-growing middle class with higher 
discretionary income, the habits of indian consumers 
for a new shopping experience, influence of media 
and marketing communications resulting in changing 
lifestyle and perception of consumers on shopping 
(garg, 2015). nowadays, consumers visit shopping 
malls not only to buy goods and avail services but 
also for entertainment. this change has made 
retailers' jobs more challenging to attract and retain 
consumers and satisfy their needs and wants. thus, 
shopping malls are growing at a fast pace.

guwahati is emerging as the fastest developing city 
and the commercial hub in the entire north east 
region where maximum development of shopping 
malls, the organized format of retailing has been 
recorded. the city, commonly known as "the gateway 
of north east india", has been providing enormous 
opportunities for modern retailers and is said to 
have good commercial prospects. Shopping malls 
are coming up all over the city, thus flourishing in the 
region. huB is the first shopping mall in guwahati, 
which was opened in 2003 located on the main gS 
road, near Bhangagarh. it has spread over 25000 
sq. ft and started its journey 18 years back with a 
vision to provide a whole new shopping experience. 
at one point of time, the huB was also a favourite 
destination for 7d cinema, which is now closed due 
to the current pandemic situation. central mall is 
another one-stop destination shopping mall located 
in Zoo road with a promise to change the fashion 
benchmark of the city forever. it offers more than 
500 domestic and international brands to customers, 
established in 2019.
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2. Review of Literature:
the selection of the research topic was based on 
the current retail scenario in society. in the last two 
decades, there has been a significant growth of 
shopping malls. according to Bloch (1995), product 
design is an important parameter as it attracts the 
consumer, communicates to them, and adds value 
to the product. the result derived from the study 
mentioned that the durability of the product under 
product design attribute influences the consumer 
psychology and response in-store selection. foscht 
(2007) stated that tidiness and cleanliness are highly 
correlated with the perception of consumers that 
gives them satisfaction in time spent on shopping. 
pires (2008) assessed quality perception in terms 
of product dimensions, namely colour and shapes. 
chestnut (1978) examines brand loyalty and sales 
with customer satisfaction. the study posits that 
brand plays a pivotal role in influencing the consumer 
to select retail stores after globalization. cameron 
(1994) studied the perception of consumers on 
the appearance of products; he mentioned that 
the perception of consumers differs for locally 
made and overseas made products. higher the 
locally made products are perceived to be quality, 
affordable price, technology-based and superior, 
the lower is the preference for the overseas made 
product. therefore, consumers rate countries of 
origin only after perceiving the product quality and 
price. Kadyan (2013) pointed out twenty-seven items 
under six retail attributes to examine the influence 
on consumer selection of traditional and small 
garment retail stores. the retail attribute product 
criterion includes cloth style, colour, wide choice, 
and fabric varieties; product performance includes 
fashionable, comfort, easy fabric care, durability, 
cloth safety, and ease of maintenance. also, the price 
consists of a comfortable pricing range, economical 
pricing, discounts, and credit cards; promotions 
include advertisements, social values, and seasonal 
offers. in addition to that, the quality of the product, 
fabric quality, colour, and fabric artistry; the quality 
of retailer service includes retailer reputation, 
brand stock, retail store image, convenience in 
shopping, location, salesmanship, and ambiences 
parking facility. therefore, using factor analysis, the 
findings revealed from the study have been found 
that the five retail attributes influence the overall 
perception of consumers in-store choice formats. 

lowe (2015) describes how innovative a new 
product is to consumers and how the innovativeness 
of a product influences the consumer to buy a new 
product from the retail stores. the researcher has 
constructed consumer perceived innovativeness 
(cpi) to understand the cause and consequence of 
innovative products. hence, innovative products 
are an essential attribute of product criteria that 
influence consumers' purchase intention in retail 
stores.

frankwick (2003) stated that salespersons play a 
role in building healthy communication, trust, and 
loyalty between consumers and businesses. the 
strong personality of salespersons can encourage the 
consumers to give positive feedback and earn profit by 
the business through increasing sales. Being sensitive 
to the consumers has a strong relationship with the 
consumer's perception of buying behaviour. Boshoff 
(2004) put forward that purchase intentions are 
influenced by salesperson behaviour responsiveness, 
assurance, and empathy attributes. lennon (2005) 
posits the importance of measuring the effects of 
customers' dress on the friendliness of salespeople 
and promptness of service. the study suggested that 
the salespeople need the training to be friendly with 
the customers irrespective of the customers' dress. 
however, retailers should make the salespeople 
alert and conscious of the behaviour of customers' 
in delivering the service. Kulshrestha (2009) 
determined the impact of salesperson behaviour on 
the emotions and response of the consumers. the 
researcher stated that the consumer's psychology 
gets strongly influenced by the positive behaviour 
of the salesperson. hence, the study's findings 
revealed that the salesperson's behaviour during 
the sales interactions affects consumer perception, 
emotions and response. medrano (2016) aimed to 
know what consumers value the most in terms of 
salesperson behaviour. the researcher has stressed 
the importance of personal attention and also stated 
that it varies across industries. the findings revealed 
that personal attention had been the primary factor 
in motivating consumer preference in selecting 
local streets. however, the individual attention 
factor is not relevant for consumers who prefer 
shopping malls. prendergast (2014) concluded that 
salespersons' behaviour's trustworthiness, expertise, 
attractiveness, and knowledge attributes have a more 
significant effect on consumers' purchase intention.
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shopping malls. according to Bloch (1995), product 
design is an important parameter as it attracts the 
consumer, communicates to them, and adds value 
to the product. the result derived from the study 
mentioned that the durability of the product under 
product design attribute influences the consumer 
psychology and response in-store selection. foscht 
(2007) stated that tidiness and cleanliness are highly 
correlated with the perception of consumers that 
gives them satisfaction in time spent on shopping. 
pires (2008) assessed quality perception in terms 
of product dimensions, namely colour and shapes. 
chestnut (1978) examines brand loyalty and sales 
with customer satisfaction. the study posits that 
brand plays a pivotal role in influencing the consumer 
to select retail stores after globalization. cameron 
(1994) studied the perception of consumers on 
the appearance of products; he mentioned that 
the perception of consumers differs for locally 
made and overseas made products. higher the 
locally made products are perceived to be quality, 
affordable price, technology-based and superior, 
the lower is the preference for the overseas made 
product. therefore, consumers rate countries of 
origin only after perceiving the product quality and 
price. Kadyan (2013) pointed out twenty-seven items 
under six retail attributes to examine the influence 
on consumer selection of traditional and small 
garment retail stores. the retail attribute product 
criterion includes cloth style, colour, wide choice, 
and fabric varieties; product performance includes 
fashionable, comfort, easy fabric care, durability, 
cloth safety, and ease of maintenance. also, the price 
consists of a comfortable pricing range, economical 
pricing, discounts, and credit cards; promotions 
include advertisements, social values, and seasonal 
offers. in addition to that, the quality of the product, 
fabric quality, colour, and fabric artistry; the quality 
of retailer service includes retailer reputation, 
brand stock, retail store image, convenience in 
shopping, location, salesmanship, and ambiences 
parking facility. therefore, using factor analysis, the 
findings revealed from the study have been found 
that the five retail attributes influence the overall 
perception of consumers in-store choice formats. 

lowe (2015) describes how innovative a new 
product is to consumers and how the innovativeness 
of a product influences the consumer to buy a new 
product from the retail stores. the researcher has 
constructed consumer perceived innovativeness 
(cpi) to understand the cause and consequence of 
innovative products. hence, innovative products 
are an essential attribute of product criteria that 
influence consumers' purchase intention in retail 
stores.

frankwick (2003) stated that salespersons play a 
role in building healthy communication, trust, and 
loyalty between consumers and businesses. the 
strong personality of salespersons can encourage the 
consumers to give positive feedback and earn profit by 
the business through increasing sales. Being sensitive 
to the consumers has a strong relationship with the 
consumer's perception of buying behaviour. Boshoff 
(2004) put forward that purchase intentions are 
influenced by salesperson behaviour responsiveness, 
assurance, and empathy attributes. lennon (2005) 
posits the importance of measuring the effects of 
customers' dress on the friendliness of salespeople 
and promptness of service. the study suggested that 
the salespeople need the training to be friendly with 
the customers irrespective of the customers' dress. 
however, retailers should make the salespeople 
alert and conscious of the behaviour of customers' 
in delivering the service. Kulshrestha (2009) 
determined the impact of salesperson behaviour on 
the emotions and response of the consumers. the 
researcher stated that the consumer's psychology 
gets strongly influenced by the positive behaviour 
of the salesperson. hence, the study's findings 
revealed that the salesperson's behaviour during 
the sales interactions affects consumer perception, 
emotions and response. medrano (2016) aimed to 
know what consumers value the most in terms of 
salesperson behaviour. the researcher has stressed 
the importance of personal attention and also stated 
that it varies across industries. the findings revealed 
that personal attention had been the primary factor 
in motivating consumer preference in selecting 
local streets. however, the individual attention 
factor is not relevant for consumers who prefer 
shopping malls. prendergast (2014) concluded that 
salespersons' behaviour's trustworthiness, expertise, 
attractiveness, and knowledge attributes have a more 
significant effect on consumers' purchase intention.
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laurent, (1985) has identified that the service 
and ambience attribute influences consumers' 
choice for retail stores. consumer perceptions on 
price, overall quality and value are considered as 
pivotal determinants of buying behaviour and store 
selection. this study recommended that service 
delivery reflects the whole service quality of the 
retail industry. increasing demand of consumers' 
expectations has bound the retail industry to look 
upon the service quality in a pleasant manner that 
they are positively related to satisfaction. in the early 
days, the customers perceived the services in terms of 
their quality, and the satisfaction has been measured 
with respect to overall experiences (Zeithaml, 1988). 
another study done by plooy (2012) found that 
tangibility, reliability, responsiveness, assurance and 
empathy are the five main drivers of perceived levels 
of service quality among consumers at grocery retail 
outlets. 

pookulangara (2006) stated that consumers' 
preference for more shopping malls has increased. 
the study's objective was to examine the effects of 
retail attributes on consumers' purchase intentions 
towards shopping malls and utilized a computer-
assisted telephonic interview (cati) for data collection 
from 500 samples. the study's findings revealed that 
consumers visit shopping malls due to access to a 
variety of items and convenience-related attributes. 
Sun (2009) has conducted an original survey from 
128 respondents to understand the importance of 
innovativeness and differentiated products heading 
to an increase or decrease in consumers' perception. 
the findings revealed that the indian consumer gives 
more weightage to intrinsic factors than extrinsic 
factors in their decision-making process.

the attributes identified from previous research 
suggest that all the attributes are not commonly 
important in affecting consumers' perception in retail 
stores. the importance of the retail attribute may vary 
from store to store depending upon the need and 
demand of the consumer. therefore, the purpose of 
this paper is to analyze the perceptions of consumers 
visiting traditional stores and shopping malls from 
the consumers perspective. thereafter, the study 
suggests that retailers strategize their decisions 
based on these attributes to enhance the footfalls 
in their stores. they should satisfy the consumers to 
develop store loyalty among themselves.

3. Methodology of the Study:
there has been a sufficient literature review existing 
on consumer perception and buying behaviour in the 
indian context. however, this study has attempted 
to examine the store choice attributes on consumer 
choice for traditional stores (tS) and shopping 
malls (Sm) in guwahati city. for data collection, the 
sampling unit for the study comprises all the individual 
buyers residing in 31 gmc Wards under the guwahati 
municipal corporation (gmc). the researcher has 
precisely estimated to take 400 sizes of the sample 
using the 'taro Yamane' formula. the data has been 
collected with the help of a structured questionnaire 
from consumers (n=400) using a random sampling 
method. the questionnaire contained a total set 
of seventeen attributes of the product, salesman 
behaviour and service attributes related to the 
consumer choice for tS and Sm. this study measured 
the scale's reliability and validity using cronbach's 
alpha (cronbach, 1951). from table 1, the overall 
cronbach's alpha value obtained is 0.9, which shows 
the high reliability of the scale and thereby, it is valid 
to use this scale for further analysis. hence, it is also 
worth stating that cronbach's alpha coefficient of 0.6 
and above has been considered good for research 
in social sciences (Bougie, 2010). the findings of the 
present study have also been validated with the help 
of a hypothesis to test the significant difference in 
the mean value of different attributes of traditional 
stores and shopping mall images. 

Note: this study has used the taro Yamane formula 
(fig 1) to figure out the appropriate sample size, 
keeping into consideration the total Ward household 
population, which was written as

n = 

n = 400 

4. Data Analysis and Interpretation:
the present study attempts to analyze the 
significant difference of store choice attributes on 
consumer choice for tS and Sm using the z test at 
a 5% significance level. But, before that, the normal 
distribution of each variable under the mentioned 
attributes has been checked using Skewness and 
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Kurtosis. table 2 shows the Skewness values within 
the range of (−1) to (+1) and Kurtosis values within 
the range of (−3) to (+3), as suggested by hair et al. 
(2003), indicating an acceptable range for analyzing 
the z-test. 

Product Attributes
to prove; whether there is any significant difference 
between product attributes and consumer choice 
for tS and Sm, the following hypothesis has been 
developed:

ho1: there is no significant difference in product 
attributes and consumer choice for tS and Sm.

the consumer's overall perception from table 3 
states that the mean score of tS is smaller than the 
Sm (26.04 < 26.81). it means that the consumer 
preference for Sm is more as compared to tS. Since 
the p-value is 0.013, which is less than 0.05, the 
study indicates a significant difference in consumer 
perceived products attribute and selection for tS and 
Sm. hence, we reject the null hypothesis. 

Quality, affordable price, variety, packaging, colour 
and uniqueness are the attributes of a product that 
significantly differ in consumer choice for tS and Sm. 
however, this finding is similar to the previous study 
(gonçalves, 2008) that the choice for store formats 
depends upon the product attributes. The product's 
price depends on consumer involvement in buying 
the goods and services from tS and Sm. product 
depth and product width in terms of variety are very 
much high in tS and Sm. as a result, consumers may 
feel comfortable making a comparison amid the 
different products available therein.

on the other hand, the products' manufacturing and 
expiry date' have no significant difference in selection 
for tS and Sm. however, this result is commensurate 
with the previous literature review (Bloch, 1995) 
that consumers opt for a need-based choice and 
durability of products that are not always associated 
with manufacturing and expiry date. it implies that 
the consumers do not seek information about the 
manufacturing and expiry date of durable products 
such as bicycles, refrigerators etc. they are more 
concerned regarding the manufacturer's warranty or 
guarantee of the products and seek quality services 
during purchase and post-purchase behaviour. 

Salesman behaviour
to prove; whether there is a significant difference 
between consumer perceived behaviour of salesman 
and selection for tS and Sm, the following hypothesis 
has been presented:

ho2: there is no significant difference in consumer 
perceived salesman behaviour and selection for tS 
and Sm.

the overall perception from table 4 states that the 
mean score of tS is larger than the Sm; (26.33< 
25.78). Since the p-value is less than 0.05, the study 
has proved a significant difference in consumer 
perceived salesman behaviours and choice of tS and 
Sm. hence, we reject the null hypothesis. 

Trustworthiness, friendliness, attractiveness, 
experience, and knowledge are the attributes 
of salesman behaviour that significantly differ 
in consumer selection for tS and Sm. however, 
strong behavioural traits of salesman encourage 
the trust, communication, and loyalty of consumers 
and decision-making processes in choosing retail 
stores. on the other hand, individual salesman 
attention and prompt service attributes have no 
significant difference in consumer choice for tS and 
Sm. demand-driven goods and services encourage 
consumer selection of tS and Sm, which is not always 
associated with the salesman's attention and prompt 
service attributes.

Service Attributes 
to prove; whether there is any significant difference 
between service attributes and consumer choice 
for tS and Sm, the following hypothesis has been 
developed:

Ho2: There is no significant difference in service 
attributes and consumer choice for TS and SM 

from table 5, the overall perception states that the 
mean score of tS is smaller than the Sm; (18.46< 
19.592). Since the p-value is less than 0.05, the 
present study proves a significant difference in 
consumer perceived service attributes and choice 
of tS and Sm. hence, we reject the null hypothesis. 
the result is consistent with the previous study 
(frankwick, 2003), as the author has pointed out that 
there is an increased demand from consumers for 
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Kurtosis. table 2 shows the Skewness values within 
the range of (−1) to (+1) and Kurtosis values within 
the range of (−3) to (+3), as suggested by hair et al. 
(2003), indicating an acceptable range for analyzing 
the z-test. 

Product Attributes
to prove; whether there is any significant difference 
between product attributes and consumer choice 
for tS and Sm, the following hypothesis has been 
developed:

ho1: there is no significant difference in product 
attributes and consumer choice for tS and Sm.

the consumer's overall perception from table 3 
states that the mean score of tS is smaller than the 
Sm (26.04 < 26.81). it means that the consumer 
preference for Sm is more as compared to tS. Since 
the p-value is 0.013, which is less than 0.05, the 
study indicates a significant difference in consumer 
perceived products attribute and selection for tS and 
Sm. hence, we reject the null hypothesis. 

Quality, affordable price, variety, packaging, colour 
and uniqueness are the attributes of a product that 
significantly differ in consumer choice for tS and Sm. 
however, this finding is similar to the previous study 
(gonçalves, 2008) that the choice for store formats 
depends upon the product attributes. The product's 
price depends on consumer involvement in buying 
the goods and services from tS and Sm. product 
depth and product width in terms of variety are very 
much high in tS and Sm. as a result, consumers may 
feel comfortable making a comparison amid the 
different products available therein.

on the other hand, the products' manufacturing and 
expiry date' have no significant difference in selection 
for tS and Sm. however, this result is commensurate 
with the previous literature review (Bloch, 1995) 
that consumers opt for a need-based choice and 
durability of products that are not always associated 
with manufacturing and expiry date. it implies that 
the consumers do not seek information about the 
manufacturing and expiry date of durable products 
such as bicycles, refrigerators etc. they are more 
concerned regarding the manufacturer's warranty or 
guarantee of the products and seek quality services 
during purchase and post-purchase behaviour. 

Salesman behaviour
to prove; whether there is a significant difference 
between consumer perceived behaviour of salesman 
and selection for tS and Sm, the following hypothesis 
has been presented:

ho2: there is no significant difference in consumer 
perceived salesman behaviour and selection for tS 
and Sm.

the overall perception from table 4 states that the 
mean score of tS is larger than the Sm; (26.33< 
25.78). Since the p-value is less than 0.05, the study 
has proved a significant difference in consumer 
perceived salesman behaviours and choice of tS and 
Sm. hence, we reject the null hypothesis. 

Trustworthiness, friendliness, attractiveness, 
experience, and knowledge are the attributes 
of salesman behaviour that significantly differ 
in consumer selection for tS and Sm. however, 
strong behavioural traits of salesman encourage 
the trust, communication, and loyalty of consumers 
and decision-making processes in choosing retail 
stores. on the other hand, individual salesman 
attention and prompt service attributes have no 
significant difference in consumer choice for tS and 
Sm. demand-driven goods and services encourage 
consumer selection of tS and Sm, which is not always 
associated with the salesman's attention and prompt 
service attributes.

Service Attributes 
to prove; whether there is any significant difference 
between service attributes and consumer choice 
for tS and Sm, the following hypothesis has been 
developed:

Ho2: There is no significant difference in service 
attributes and consumer choice for TS and SM 

from table 5, the overall perception states that the 
mean score of tS is smaller than the Sm; (18.46< 
19.592). Since the p-value is less than 0.05, the 
present study proves a significant difference in 
consumer perceived service attributes and choice 
of tS and Sm. hence, we reject the null hypothesis. 
the result is consistent with the previous study 
(frankwick, 2003), as the author has pointed out that 
there is an increased demand from consumers for 
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more service in the retail stores. consumers usually 
do not criticize at the store but rather complain 
about the service received to friends, family and 
other people in their influential group. furthermore, 
any dissatisfied consumers may have the propensity 
to switch to other retail stores. 

it was found in the previous review of literature that 
a study done by (Krapfel 1988) showed that service 
attributes have a significant difference in perception 
towards store choice. the increasing demand for 
consumers' expectations has bound the retailers to 
pleasantly look upon the service attributes.

hence, from figure 2, we can say that consumers' 
preference for a shopping mall is more than tS in 
terms of product and service attributes. Whereas 
consumers prefer traditional stores more because of 
the salesman behaviour.

5. Limitations and Directions for Future 
Research:
in the light of the changing retail structure in india, 
especially when the demand for shopping malls 
has been rapidly increasing due to the working 
population, rising living standard and rise in income, 
the generalization of findings cannot be assumed 
with limited sample size and geographical location. 
consumers from other geographical locations may 
have different perceptions and choices for retail 
formats. the limitations can be concentrated in 
the future by conducting more studies in other 
geographic areas where the gist is picking up due to 
the dynamic retail system. 

6. Conclusion:
retailing in guwahati is experiencing a transformation. 
Shopping malls have made an appearance as a major 
source of consumers buyouts. in these modern days, 
consumers have the propensity to visit shopping 
malls not only to buy goods and services but also 
for entertainment guided by additional factors like 
relaxation and enjoyment. the results revealed how 
the overall consumer choice for Sm is more compared 
to tS regarding product and service attributes. 
Whereas, in the case of salesman behaviour, it has 
been observed that the consumers prefer to visit 
traditional stores in comparison to shopping malls. 

this keeps them satisfied in visiting the regular and 
known store for buying the goods and services. 

however, it could be reasonable to conclude that 
the shopping malls in guwahati have immense 
opportunities to grow along with the traditional stores 
because of the increasing consumer’s perception 
and expectation for deriving different types of 
products with good quality. consumer’s visit must be 
made memorable so that it develops a loyalty factor. 
the shopping mall maintains close contact and has 
a regular feedback mechanism to check the level of 
satisfaction in relation to the products and services 
offered by the mall. these efforts have increased 
the shopping mall standards, thereby changing the 
whole approach of mall management. 
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2. Overall Mean Score of Selection for TS and SM:

Fig 2: Overall Mean Score of Selection for TS and SM

3. Cronbach’s Alpha Reliability Test:

Table 1: Cronbach’s Alpha Reliability Test

retail attributes
number of 
items

cronbach’s alpha value

overall attributes 82 0.9

product 14 0.7

Salesman Behaviours 14 0.7

Service 10 0.6

note: items mentioned are doubling here for both tS and Sm 

4. Skewness and Kurtosis for Retail Attributes:

Table 2: Skewness and Kurtosis for Retail Attributes

Retail Attributes Retail Stores Skewness Kurtosis

product
TS -0.140 -0.303

SM -0.361 -0.553

Salesman Behaviour TS -0.435 -0.286

SM -0.271 -0.793

Service
TS -0.281 -0.345

SM -0.212 .007

Source: Compiled from primary data

5. Product Attributes and Consumer Choice 
for TS and SM:

Table 3: Product Attributes and Consumer Choice 
for TS and SM

product 
attribute

Retail 
Store

Mean
Std. de-
viation

z-test p value Result

Quality 
TS 4.30 .872

-2.12 .034 Significant
SM 4.18 .893
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-11.68 .000 Significant

SM 3.26 1.122
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TS 4.14 .865

-5.84 .000 Significant
SM 4.50 .633
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-9.47 .000 Significant
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-12.95 .000 Significant
SM 2.66 1.059
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TS 4.17 .886
-.370 .712
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cantSM 4.19 .885
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TS 2.72 1.060
-16.82 .000 Significant

SM 4.14 .853
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perception

TS 26.04 3.253
-2.50 .013 Significant

SM 26.81 3.531

Source: Compiled from primary data

6. Behaviour of Salesman and Consumer Choice 
for TS and SM:

Table 4: Behaviour of Salesman and Consumer 
Choice for TS and SM
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attribute of 
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Mean
Std. 
Devia-
tion
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p 
value

Result

Individual 
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TS 3.80 1.089
-1.161 0.246 insignificant

SM 3.90 0.993
trustworthi-
ness

TS 3.81 0.897
-2.961 0.003 Significant

SM 3.99 0.809

friendliness
TS 3.68 0.877

-4.799 0.000 Significant
SM 3.41 0.541
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TS 3.58 0.587
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SM 3.74 0.661
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Service
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-4.308 0.000 Significant

SM 25.78 2.170

Source: Compiled from primary data



42 / Nilakshi Roy Medhi and Md. Abdur Rashid

 Journal of Management & Entrepreneurship, 16 (1), 2022: 34-42

7. Service Attributes and Consumer Choice for TS and SM:

Table 5: Service Attributes and Consumer Choice for TS and SM

Service attribute retail Stores Mean Std. deviation z-test p value Result

extended Store hours
TS 4.03 .833

-8.367 .000 Significant
SM 4.48 .704

Quick Billing
TS 4.30 .751

-17.318 .000 Significant
SM 2.69 1.230

handling Queries
TS 3.72 .701

-10.613 .000 Significant
SM 4.26 .712

home delivery
TS 3.14 .885

-19.248 .000 Significant
SM 4.56 .677

easy exchange
TS 3.26 1.108

-4.437 .000 Significant
SM 3.60 1.042

overall perception
TS 18.46 2.372

-6.763 .000 Significant
SM 19.592 2.7849

Source: Compiled from primary data
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Introduction
recent findings implied that entrepreneurial 
businesses in emerging markets are not as proactive 
and dynamic as their Western peers while facing 
intense competition (parker 2018; Boso, Story and 
cadogan 2012; Kiss, Wade, and cavusgil 2012; 
Bruton, ahlstrom, and obloj 2008). they are less 
likely to invest heavily in research and development 
(r&d) or in building up a strong brand name when 
the environment is hostile and competitive (tang 
and hull 2012). for emerging markets such as ghana, 
this is partly attributable to the seeming absence of 
supporting platforms for entrepreneurship. there 
are also socio-cultural factors and environmental 
hostilities peculiar to emerging markets with 
weak business infrastructures, such as subsistence 
markets, which could hinder entrepreneurship. 
developing countries, also known as “base-of-the-
pyramid” markets, are characterized by widespread 
poverty, weak infrastructure, and environmental 
(economic, political, and climatic) uncertainty (gine, 
goldberg, Silverman, and Yang 2012; viswanathan, 
Sridharan, and ritchie 2010; maranz 2001). Socio-
cultural factors reflect traditional and social systems, 
including values, norms, and activities. 

Theoretical Foundations
the literature review is interdisciplinary and draws 
on studies from entrepreneurship as well as from 
studies related to environmental hostilities and 
socio-cultural factors in developing countries. each 
discipline brings different organizing questions 
and perspectives. this literature review integrates 
them to shed more light on the research question: 
which creativity techniques are useful to build the 
entrepreneurial relationship between financial 
service providers and customer microenterprises? 
the literature on environmental hostilities and 
socio-cultural factors and how these factors affect 
entrepreneurial businesses (subsistence markets) 
in ghana has not been extensively investigated 
to determine how to improve entrepreneurial 
businesses and participation in global markets. a 
study of these factors will help to identify how they 
advance or hinder the entrepreneurship process. 
this is especially relevant as creativity techniques 
may derive knowledge from a resource developed 
from interrelationships (audrestch, Belitski, caiazza, 

and lehmann 2020; Belitski and heron 2017). the 
study explores how environmental hostilities and 
socio-cultural factors in entrepreneurial business 
(subsistence markets) influence the entrepreneurship 
process for internationalization. case examples are 
used to support the arguments.

Environmental hostilities
participants of this study reveal that environmental 
hostilities such as marketplace illiteracy and 
resource constraints limit learning and creativity and 
subsequently hinder entrepreneurship. to financial 
service providers (fSps), marketplace illiteracy is 
interpreted as insensitivity to micro-enterprise 
needs. failure to demonstrate a solid understanding 
of the market dynamics with which the customer 
microenterprises (cmes) deal limits the learning and 
creativity of the fSp and results in cme frustration. 
there’s also institutional failure occasioned by 
monitoring costs associated with information 
asymmetry negatively influencing loan products as 
fSps shift these costs onto cmes. from the point of 
view of fSps, "there will always be some borrowers 
whose demand for credit is not satisfied in full or 
include terms they consider inappropriate" (Quaye, 
abrokwah, Sarbah, and osei 2014, pp341)

Socio-cultural factors
Socio-cultural factors refer to the traditional and 
social systems, including values, norms and activities. 
the findings of the study demonstrate two important 
aspects of socio-cultural factors that impact the 
entrepreneurship process between the fSp and 
the cme. firstly, the interplay between horizontal 
and vertical collectivism is referred to in this study 
as cross-collectivism. vertical collectivism refers to 
the perception of the self as part of collecting and 
accepting the inequalities within the collective. 
horizontal collectivism entails perceiving the self 
as a part of a collective group and regarding all 
members of the group as equal (Karasz and Singelis 
2009; Singelis, Bhawuk, gabrenya, harwood, her, 
et al. 2009). the second socio-cultural factor that 
impacted entrepreneurship was familism associated 
with deferred gratification. familism describes a 
social organization in which values are determined 
by reference to the preservation and effectiveness of 
the family group (abugre 2014; Zoogah and nkomo 
2013; Kuada 2010). 
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Methodology
Research Design
a qualitative approach was used to investigate the 
research question. a qualitative approach was 
considered ideal for this study because, in contrast with 
quantitative approaches, this approach enables the 
researcher to unveil what people say and do because 
of how they interpret the world. furthermore, the 
qualitative method of phenomenological interviews, 
which is interpretative, was considered ideal for 
capturing the social realities that are relative to 
interactions between people in moments of time 
and space. this especially applies to a context of 
networked participants, who are embedded in an 
intricate flow of complexly entwined relationally-
responsive activities (Shotter 2008).

compared to other forms of qualitative research 
methods, phenomenological interviews were 
considered best suited to answer the research 
questions for two reasons. first, phenomenological 
interviews are "the most powerful means of attaining 
an in-depth understanding of another person's 
experience" (thompson, locander, and pollio 1989, 
pp138). this characteristic of phenomenological 
interviews facilitates entrepreneurship investigation 
from both the firm-provider and customers' 
perspectives. ultimately, this method facilitates the 
exploration of the influence of socio-cultural factors 
and environmental hostilities on entrepreneurship 
for international services in subsistence markets.

this study employs the qualitative approach, in 
the form of phenomenological interviews and 
observations, to investigate the research question. 
visual data (photographs) further complements the 
interview and observation data. this investigation is 
conducted in the context of customer relationship 
managers (crms) of multinational and local fSps 
and their cmes in ghana. the findings from this 
study expose the fact that whilst socio-cultural 
factors and environmental hostilities may hinder the 
entrepreneurship process, they also have the potential 
to advance the entrepreneurship process. We, 
therefore, extend the theories of entrepreneurship 
by incorporating these perspectives of subsistence 
markets. 

Research Context 
the study context is financial services providers 
and customer microenterprises operating in ghana, 
located in Sub-Saharan africa. Sub-Saharan africa 
was chosen because it has a substantial population 
(more than 600 million people) living at a subsistence 
level of less than $2 per day (tiffen 2003). however, 
services marketing developments, especially in 
e-commerce and mobile banking, are booming in 
africa, thus highlighting the entrepreneurships' 
potential for international services in these markets. 
ghana is one of the fastest-growing economies in 
Sub-Saharan africa (SSa) and among the top three 
SSa economies in terms of gdp growth % (World 
development report 2017; World Bank global 
economic prospects 2010). the study as it relates 
to ghana will provide insights on the environment 
and measures to support interventions towards 
ghana’s global agenda 2030 and Sustainable 
development goals. furthermore, the liberalized 
economy of ghana has helped improve relationships 
between financial services providers and customer 
microenterprises (acquaah 2008). respondents 
were identified by purposive and snowball sampling. 
purposive sampling is frequently used to investigate 
information-rich cases (patton 2002). the snowball 
technique begins with a single participant who, in 
turn, refers the researcher to his or her network of 
contacts. this type of referral facilitates the building 
of trust and rapport within a short time (mccracken 
1988). 

overall, 15 fSps were interviewed. Sample 
representation of 15 associated cme participants 
was obtained from referrals from the customer 
relationship managers crms. the cme participants 
were operating in various industries and had various 
lengths of relationships with the fSps. the cme 
participants were mostly retailers or wholesalers, 
with one contractor, one manufacturer, and one 
farmer. these cme participants operate in both the 
formal and informal sectors. the ages of participants 
ranged from 27 to 50 years.

Data Collection
data were collected over an eight-month period, with 
one month of intensive face-to-face interviewing and 
observations preceded by four months of telephone 
interviews and followed by two months of more 
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telephone interviews. the qualitative telephone 
interviews provided flexibility in data collection and 
analysis (Yeung 1995). data were collected from 
multiple sources at several points of time, guided by 
a protocol developed according to recommendations 
for qualitative studies and grounded theory (corbin 
and Strauss 2008; eisenhardt 1989). Specifically, ten 
customer relationship managers (crms) and 10 of 
their associated cmes were interviewed individually 
on multiple occasions. the lengthy and repetitive 
phenomenological interviews were conducted 
to uncover the perspectives, meanings, and 
behaviours that participants brought to bear on the 
entrepreneurship of services. dyadic interpersonal 
communications were also recorded during 
meetings with the dyad. overall, 30 participants 
were interviewed, with 72 interviews lasting from 45 
to 75 minutes.

Data Analysis
data analysis and data collection had been a 
simultaneous process. the data analysis followed the 
categorization of data into themes and subthemes, a 
procedure for classifying the qualitative information 
contained in oral and written materials. this method 
was considered appropriate for the data analysis 
because it is generally used with a study design that 
describes a phenomenon, especially when research 
literature on the phenomenon is limited (Kondracki, 
Wellman, and amundson 2002). 

 analysis was a multi-layered process using 
the atlas ti software for open and axial coding, 
that is, the record and cross-referencing of codes 
that emerged from the data. in the initial rounds 
of interviews, each interview was coded separately 
based on words, phrases, terms, or labels offered 
by the participants; that is, we distinguished the 
first-order codes (cf. van maanen 1979). each 
interview was re-read several times to distinguish 
the similarities and differences among informants. 
constant comparison of the multiple participant's 
overtime was relied on to detect conceptual patterns 
(glaser and Strauss 1967). the codes were combined 
into first-order categories to systematize the data, 
employing language used by the informants that 
expressed similar ideas. continued coding interviews 
were done in this way until it was not possible to 
ascertain any more distinct conceptual patterns 

shared by the participants. along with developing 
first-order categories, we discerned connections 
among these categories. the connected categories 
were clustered into theoretically distinct groupings 
or second-order themes. these were researcher-
induced concepts, cast at a more abstract level, 
providing overarching dimensions that integrates 
into a rich description of concepts and enables us to 
finalize a theoretical framework of how socio-cultural 
factors and environmental hostilities impacted the 
entrepreneurship process for services in subsistence 
markets.

Findings 
1. Influence of socio-cultural Factors on 

Entrepreneurship
the findings of the study demonstrate that 
socio-cultural factors either hinder or advance 
entrepreneurship between the fSp and cme, as 
earlier discussed, through horizontal collectivism, 
vertical collectivism, and cross collectivism. the 
second socio-cultural factor observed to impact 
entrepreneurship was familism associated with 
deferred gratification. generally, the deferred 
gratification involved the deference of the cme to 
family members’ needs to gain family approval (pye 
2000). familism and deferred gratification were 
observed to hinder entrepreneurship between the 
fSp and cme by limiting collaboration and learning. 

familism has been discovered to influence 
knowledge acquisition and character development 
(Kuada 2010). the study demonstrates that familism 
hinders entrepreneurship between the fSp and cme 
by limiting the proactiveness and risk-taking that 
facilitate collaboration. this is in line with assimeng’s 
(1981) argument that the collectivist social structure 
encourages the maintenance of the status quo 
and avoidance of serious disruption of the specific 
social order. in the context of this study, familism 
also negatively impacts resource allocation and 
management, and hence limited collaboration with 
the fSp. cme1 explains:

with my family, I do have several 
problems. You know, the business 
started from the family level…we are 
three people - my junior brother, myself 
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and my sister. with the help of unibank, 
we have been able to divide the 
business into three, and now everybody 
is operating on their own… So it is 
family work, and because of that, we 
find it difficult to handle our finances. 
It was not until we divided it that we 
could manage it well. So now, with the 
help of unibank, we can put our ideas 
together…(CME1) 

as explained by cme1, familism leads to a situation 
where he has to defer to family members to preserve 
the interests of the whole group. however, this 
happens at the expense of the business. he indicated 
that it was not until they changed their orientations 
away from familism that the family could successfully 
combine ideas to advance entrepreneurship with 
the fSp. implied in this definition of familism is 
the concept of deferred gratification, where one is 
obliged to place the needs of family members before 
his needs. in cme1's situation, deferred gratification 
made it difficult to handle the finances of the 
family business. however, when the business was 
divided, decisions could be autonomously made. 
this points to the fact that collateral learning and, 
therefore, entrepreneurship is hindered by deferred 
gratification. crm3 and crm12 provide further 
insight:

Today someone comes to sell something, 
and they dip their hands into the sales 
and buy it without keeping any records. 
She has to stamp her authority. You see, 
you also have to play your part for the 
bank to give you money. Ghanaians like 
the concept of “Give it to God” instead 
of doing the right thing…(CRM3) 

With deferred gratification, family members are seen 
to satisfy their needs at the expense of the business 
by taking out funds to spend on themselves. this 
made it difficult for cmes to keep records. in such 
a situation, collateral learning is limited because 
information on sales and business performances 
are distorted. familism and deferred gratification 
also adversely influences decision-making and the 
openness of the cme to disclose information or to 

receive feedback from the fSp, so that collateral 
learning is further limited:

They set up the business, and they 
include their wives and children who are 
underage as shareholders and directors 
so that the key man risk is there, 
so whatever decision he has taken, 
whether it is the right decision, whether 
it is the wrong decision …And disclosure 
of information. They think that when 
they disclose information, you are going 
to use it against them…(CRM12) 

 familism in this situation plays out as 
the inclusion of all family members regardless of 
their qualifications in the operations of the family 
business. familism, therefore, creates a situation 
where there is the risk of an individual making all 
the key decisions without checks and balances. the 
cmes, as key men in this context, find it difficult 
to share information with the fSp because they 
want to maintain the status quo. When strategic 
decisions remain in family hands, fSps will find it 
difficult to make changes in decision structures. 
familism and deferred gratification have far-reaching 
consequences that have the potential to further 
hinder the entrepreneurship process between the 
fSp and cme. in the first place, demands by extended 
family on working capital led to the need to maintain 
high inventory levels to hedge supply. in the second 
place, as crm12 explains, succession problems 
occur which threaten the survival of the business. 
thirdly, due to the tight control over the affairs of the 
business, there is likely to be a shortage of managerial 
talent across the firm. collateral learning is enhanced 
when there is the willingness of both parties to share 
important, even proprietary, information. this might 
include involving the fSp in opening books and 
sharing cost information, discussing future market 
development plans, or sharing supply and demand 
forecasts. if the cme is reluctant to disclose this kind 
of information in the bid to maintain the status quo, 
entrepreneurship would be hindered.

to conclude, socio-cultural factors both hinder and 
advance entrepreneurship between the fSp and 
cme in subsistence markets through familism and 
deferred gratification. the idiosyncratic nature of 
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the marketplace with diverse social and cultural 
groupings makes cross-collectivism more pertinent 
and essential to the entrepreneurship process, 
as demonstrated in this study. the involvement 
and interaction of these multiple actors advance 
the entrepreneurship process by providing highly 
valuable operant resources. however, the extreme 
involvement and deference to the needs of the 
family members were observed from the findings 
to hinder the entrepreneurship process by creating 
disinterest in collateral learning in a bid to maintain 
the status quo.

2.  Influence of Environmental Hostilities on 
Entrepreneurship

three dimensions of environmental hostilities that 
either hinder or advance entrepreneurship were 
discovered in the study: market failures, institutional 
failures, and marketplace illiteracy. market failures 
are defined as the lack of facilitating structures 
and key exchange mechanisms that cause business 
malfunction (fligstein 2001). these include costs 
of doing business (business costs), lack of market 
information and market uncertainties. institutional 
failures are policies that hinder the effective 
operations of cmes (aidis 2002). marketplace 
illiteracy is the absence of conceptual/strategic 
knowledge grounded in understanding marketplace 
exchanges (viswanathan, Sridharan, gau, and ritchie 
2008). market failures and institutional failures were 
observed from the findings of this study to hinder 
and advance the entrepreneurship process between 
the fSp and the cme, and marketplace illiteracy was 
observed to hinder the entrepreneurship process as 
discussed below.

a.    Market Failures
the findings of the study demonstrate that market 
failures hinder and advance entrepreneurship 
between the fSp and cme by limiting relational-
based creativity but advance entrepreneurship by 
enhancing collateral learning and relational-based 
creativity. the business costs dimension of market 
failures includes problems relating to the rising cost in 
the process of conducting business, namely, interest 
rates, taxes and costs related to the strength of the 
currency. market uncertainty includes concerns 
about changes in the marketplace, such as declining 
demand in the local market and low-profit margins. 

these factors are elucidated in the narration of 
cme15.

our system is designed not to help 
anybody who is willing to do long-term 
business… Businesses cannot develop 
based on the current interest rates in the 
market- if you are borrowing over 35% 
and more to pay taxes…The economies 
of scale are not there… the intention is 
to take taxes then you are opening up 
the economy and businesses cannot 
compete… The banks are not social 
engineers because if they are, they can 
also go out of business…(CME15) 

cme15 shows how sustainable resource 
management becomes difficult for cmes because 
of the high-interest rates and taxes in the markets. 
in such situations, it is difficult for cmes to compete 
effectively since the emphasis on product quality may 
be compromised due to high costs. cme15 further 
indicates that the fSp, in this case, cannot become 
social engineers. Social engineers seek to promote the 
welfare of others without regard for profit. in such a 
situation, the fSp may not be motivated to engage in 
entrepreneurship with the cme, jeopardizing profit 
when applying collaboration, dialogical interactions, 
relational-based creativity and collateral learning. 
however, crm12 elucidates how such market failures 
can also advance entrepreneurship between the fSp 
and cme by enhancing collateral learning: 

You can have your own strategies, and 
you can keep them to your chest, but 
there are some you need to divulge to 
people to help you and for you to get 
results… Maybe there may be an issue 
with quality, and maybe there may be an 
issue with customers, okay…Most of the 
time also the customers also actually do 
not understand what they do so when 
you get closer to the customer then the 
customer can actually come out and 
tell you problems that he is facing in 
the business and you the relationship 
manager with the knowledge and skills 
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tell you problems that he is facing in 
the business and you the relationship 
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tell him that it is better you do A, B or C. 
…(CRM12)

from this exposition, fSps are motivated to engage in 
entrepreneurship to assist the cmes in overcoming 
market failures through collateral learning. fSps 
assist cmes in conditions of market failures to 
reduce their transactions costs and risks by learning 
simultaneously with them about the market failures. 
after learning from the customer to gain a solid 
understanding of these market failures, the fSp can 
provide advice on how to handle costs and address 
problems relating to demand, supply, and access 
to ensure business performance enhancement and 
overall profitability.

b.     Institutional failures
institutional failures were shown from the 
findings as environmental hostilities that hindered 
entrepreneurship between the fSp and cme by 
limiting collateral learning. the dynamics of the 
institutional environment may have generated 
repressive financial policies, adversely affecting 
the interest of fSps to provide support to cmes. 
institutional failures were also shown to advance 
entrepreneurship by enhancing relational-based 
creativity. these institutional failures centred on 
the substandard organizational capability of the 
government institutions and the low effectiveness of 
political and civil society organizations.

…But the problem also is with the 
government - Lands department, service 
department; If I have a property and 
trying to register the property. It is not 
like the united States, where you can 
get your deed registered within three 
days. over here, you have to go through 
this person, that person, and you may 
wind up spending about fifty million on 
the side. Even with that, you still won't 
have your deed registered…(CME7)

governmental institutions such as the lands 
department play a key role in the entrepreneurship 
between cmes and fSps. this is because they have to 
register the deeds of properties before cmes can use 
these to secure facilities. as indicated by cme7, it 

takes a very long time and is also very costly to have 
the government lands department register the deeds 
of these properties due to extensive bureaucracy. as 
a result, cmes cannot patronize the loan products of 
the fSps, which negates the basis for collaboration. 
in the subsistence markets contexts, institutional 
failures are also inextricably linked with market 
failures caused by corrupt practices. the corrupt 
practices of some government officials exacerbate 
the inefficiencies in the market system:

… Therefore the economy is not skewed 
in any way to help microenterprises…
People are just paying bribes left and 
right…More efforts are being made by 
community banks. Rural banks are very 
much engaged in communities in which 
they are situated. (CME15)

as depicted in the narration, cme15 indicates that 
bribes are being paid in a rampant manner for people 
to go behind official market channels to manipulate 
the system, worsening the problem of institutional 
ineffectiveness. Bribery increases the risks and costs 
of innovation to such an extent as to make it unfeasible 
(Berdegue 2005). however, cme15 also indicates 
how institutional failures advances entrepreneurship 
between cmes and fSps in various communities. he 
refers to how community and rural banks have taken 
up the challenge to compensate for the institutional 
failures by engaging in entrepreneurship with the 
cme communities. the engagements with the cme 
communities by certain fSps were exposed earlier on 
in the findings as relational-based techniques such as 
community animation.

c.   Marketplace Illiteracy
marketplace illiteracy was exposed in the study to 
hinder and advance entrepreneurship by limiting 
and enhancing collateral learning. the marketplace 
illiteracy played out in various ways: the cme not 
having the inclination and knowledge to conduct 
market research, misunderstandings about business 
performance indicators and difficulties in using the 
e-commerce products of the fSp. crm12 refers to how 
marketplace illiteracy in the form of not knowing how 
to conduct business research and misunderstanding 
the business performance indicators make cmes 
grossly inefficient.
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…You have to look at the kinds of 
categories of people would be buying 
my product. we do not do that…There 
are other things you have to think about 
before going into manufacturing. Do you 
even have a power source? How reliable 
is your power? If you depend solely on 
hydro, can you have a thermal plant? 
Can you even buy a generator, would 
this affect your profit margin? Most of 
Ghanaians especially traders, they want 
to stock. They go to the warehouse and 
[he] sees his stock then he thinks he is 
making money…His interest costs are so 
high… but now we want to partner with 
[X Company] to introduce a capacity 
building program… (CRM12) 

crm12 emphasizes the various elements that cmes 
may need to consider before entering into particular 
businesses, especially in the subsistence context 
with weak business infrastructures. according to 
crm12's discourse, these considerations are often 
ignored by cmes. viswanathan et al. (2008) refer 
to such a situation as the absence of 'know-why', 
that is, a deeper understanding of marketplace 
exchanges. this lack of understanding about the 
marketplace hinders entrepreneurship by limiting 
relational-based creativity because cmes are not 
open to new solutions. additionally, other aspects 
of marketplace illiteracy exposed by crm12 are 
the misunderstanding of business performance 
measures. an example provided by crm12 is the 
misunderstanding of the cme, who perceives the 
level of stock and not the profit he is making as an 
indicator of his business performance. marketplace 
illiteracy in these situations could also advance 
entrepreneurship with the fSp. crm12 exposes 
the fact that the lack of 'know-why' led one fSp to 
partner with an entrepreneurial training firm to 
provide training for the cmes. this demonstrates that 
marketplace illiteracy advances entrepreneurship 
between the fSp and cme by enhancing collateral 
learning. viswanathan et al. (2008) also expose 
another aspect of marketplace literacy that is 
essential to the cme: 'Know-how' or strategic 
knowledge relating to how to be informed as a seller 

and consumer. this aspect of marketplace literacy is 
also found lacking in several ways with the cmes, as 
explained by crm6:

But most of the time because these 
customers are not very sophisticated 
… Most of them are not computer 
literate. They can’t even do any internet 
banking... This year we have introduced 
what we call the Pay’s accounts and that 
one it is a bit more general so anybody 
can use this…They think the money is for 
the governments…They take the money 
and the next time you go the shop is 
locked. …They are not organized. They 
would go to the ‘Susu’ companies which 
charges them exorbitant rates…and 
then they would start playing with the 
bank… The amount of money that these 
banks are making, they can actually do 
these things for free but they won’t do 
it…If I have my money and you don’t pay 
me, I won’t give you my money again…
(CRM6)

crm6 exposes three key aspects of the marketplace 
illiteracy that hinder entrepreneurship with the 
cme. these are, firstly, the inability to make effective 
use of the fSp's e-commerce products. as stated 
by crm6, this situation of cmes not being internet 
savvy was observed to advance entrepreneurship 
by leading the fSp to introduce e-banking products 
that are easy for the cme to use. Secondly, crm6 
indicates that the marketplace illiterate customers 
have a wrong misconception that funds provided 
by the fSp belongs to the government, and so 
they are reluctant to pay back debts to a faceless 
government. crm6 explicates that such a mentality 
hinders entrepreneurship by limiting collaboration 
and relational-based creativity as the fSps shy away 
from the relationship. 

in conclusion, while environmental hostilities 
adversely impact entrepreneurship, it also may 
productively advance the entrepreneurship process 
as the fSps and cmes react to and cope with 
environmental uncertainty in various ways, such as 
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collateral learning and relational-based creativity. 
this is in line with moran and ghoshal's (1999) 
assertion that "it is not resources per se, but the 
ability to access, deploy, exchange, and combine 
them that lies at the heart of value creation" (pp409). 
furthermore, as rightly stated by vaessen and Keeble 
(1995), a more hostile business environment may 
have the effect of encouraging firms to become 
more, rather than less, innovative to try to overcome 
the constraints they are facing. although operating 
in subsistence markets may mean that fSps and 
their cmes face several environmental hostilities, 
relational-based creativity and collateral learning 
serves as a strategy to overcome some of these 
hostilities during entrepreneurship. 

in this excerpt, the cme remarks that fSps do 
not fully appreciate microenterprise businesses, 
including what it takes to run and grow them. clearly, 
fSps are not wholly without business acumen, yet a 
detailed understanding of inner market workings is 
often missing. this is captured in cme3’s comments 
regarding the structure and content of fSp sponsored 
forums. While the cme views these forums as 
platforms for discussing and developing strategies to 
address microenterprise issues, they, unfortunately, 
take on the feeling of an unproductive meeting for 
"shop talk" or idle talk. missed learning opportunities 
such as these contribute to fSp marketplace illiteracy 
and limit the potential for shared creativity and 
entrepreneurship. additionally, they promote 
negative perceptions of fSps.  

resource scarcity is shown to hinder entrepreneurship 
by limiting learning and creativity. the realities of 
resource scarcity due to underdeveloped capital 
markets and monetary systems such as high-interest 
rates and high operating and administrative costs 
remain very serious issues for companies operating 
in subsistence markets. to meet profitability targets, 
local branches try to make up for budget deficits 
by passing on high operating costs in the form of 
significant customer fees and charges. cmes, who do 
not perceive the direct benefits of firm investments 
are suspicious of the large spread between savings 
and lending rates. Wary of high bank fees and the 
burdensome cost implications these have on cme 
operations, the microenterprise owner becomes 
apprehensive about fSp advice and recommendation, 

thus stifling joint learning and creativity. cme3 
narrates:

The neglect of the FSP is there because 
we [microbusinesses] do not have much 
capital, unlike the large corporates [i.e. 
large business customers]. Always we 
are cash strapped. The bank becomes 
just like a conduit. If you want to buy 
your cement [for your business], the 
bank issues bank checks and takes 
charges. Basically, we are working 
for the bank because there is no real 
benefit, and that is why we are also not 
keen to grow the business so much and 
pass everything to the bank.

this excerpt illustrates how cme perceptions 
of the fSp may depreciate to a point where the 
fSp is viewed as a “conduit” or simply a means to 
channel money. it also demonstrates that the cme 
may become less interested in accruing significant 
financial growth, believing monies gained will be 
immediately lost in bank charges. together these 
perceptions find the resource-constrained or "cash 
strapped" microbusinesses demotivated to work 
with the fSp, believing that every time the bank is 
involved, large fees and charges follow. Because 
entrepreneurship and associated learning and 
creativity require motivation and engagement by 
the co-creating actors, this lack of motivation can be 
ruinous. instead, efforts must be made to keep the 
customer interested in the entrepreneurship process 
and be aware of the benefits of sharing knowledge 
and skills.

Conclusion and Discussion
in conclusion, while environmental hostilities 
adversely impact entrepreneurship, it also may 
productively advance the entrepreneurship process 
as the fSps and cmes react to and cope with 
environmental uncertainty in various ways, such as 
collateral learning and relational-based creativity. 
this is in line with moran and ghoshal's (1999) 
suggestion that resource on their own does not serve 
a purpose but rather how it is utilized. furthermore, 
as rightly stated by vaessen and Keeble (1995), 
a more hostile business environment may have 
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the effect of encouraging firms to become more, 
rather than less, innovative in order to overcome 
the constraints they are facing. although operating 
in subsistence markets may mean that fSps and 
their cmes face several environmental hostilities, 
relational-based creativity and collateral learning 
serves as a strategy to overcome some of these 
hostilities during entrepreneurship. 

cmes may succeed or thrive in adverse environmental 
conditions because these conditions oblige them to 
innovate, take risks and be entrepreneurial in a way 
that promotes profitability and growth (Zahra and 
neubaum 1998).

the concept of relational-based creativity that 
emerges from the data involves the utilization 
of a variety of creativity techniques during 
entrepreneurship. in answering the research 
question, we find that the structural aspects of 
the creative techniques influence the quantity 
and quality of the ideas produced and encourage 
divergent thinking. What makes creativity techniques 
such as improvisational bricolage appropriate, or 
the context, is the routes, twists, and surprises that 
this technique navigates in complex interactions 
conditioned by the environmental hostilities. Such a 
technique enables a number of smart responses to 
be made, adapted to the infinite number of possible 
situations in the environment of uncertainty. creative 
techniques such as shared synergistic motivation, 
the art of challenging, and community animation 
facilitate the re-framing of problems and discovery of 
new ways to act, new patterns of thought, practices 
and structures. the informants in the study show that 
these creativity techniques are strategic in that they 
assist in compensating for resource constraints. the 
strategic role that these creativity techniques play is 
to help discover new meaningful opportunities and 
challenges and generate various ideas, which explore 
and exploit these opportunities. 

relational-based creativity embodies a strong sense 
of collective social citizenship that impacts emotions, 
creates motivational synergies, and excites the 
imagination to move away from the status quo and 
transcend formidable barriers. Whilst embodying a 
logical movement towards novelty, it also embodies 
improvisations and consensual ideologies to create 
an atmosphere in which creativity thrives.

in the light of recent developments such as the 
selection of ghana to host the african continental 
free trade area (afcta), which is the world's largest 
free trade area after the World trade organisation, 
and the impact of the coronavirus (covid 19) 
pandemic it becomes even more imperative to 
reduce any tractions that could emerge adversely 
affecting the environment of cmes and fSps. the 
role of crms would need to be strengthened in more 
innovative creative techniques. the insights from 
this study will support interventions in other african 
union economies as well. this is especially as the 
afcta “will cover a market of 1.2 billion people, with 
a combined gross domestic product (gdp) of $2.5 
trillion, across the fifty-four (54) member States of 
the african union that have signed the agreement” 
(africa times 2019).
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entrepreneurship. in answering the research 
question, we find that the structural aspects of 
the creative techniques influence the quantity 
and quality of the ideas produced and encourage 
divergent thinking. What makes creativity techniques 
such as improvisational bricolage appropriate, or 
the context, is the routes, twists, and surprises that 
this technique navigates in complex interactions 
conditioned by the environmental hostilities. Such a 
technique enables a number of smart responses to 
be made, adapted to the infinite number of possible 
situations in the environment of uncertainty. creative 
techniques such as shared synergistic motivation, 
the art of challenging, and community animation 
facilitate the re-framing of problems and discovery of 
new ways to act, new patterns of thought, practices 
and structures. the informants in the study show that 
these creativity techniques are strategic in that they 
assist in compensating for resource constraints. the 
strategic role that these creativity techniques play is 
to help discover new meaningful opportunities and 
challenges and generate various ideas, which explore 
and exploit these opportunities. 

relational-based creativity embodies a strong sense 
of collective social citizenship that impacts emotions, 
creates motivational synergies, and excites the 
imagination to move away from the status quo and 
transcend formidable barriers. Whilst embodying a 
logical movement towards novelty, it also embodies 
improvisations and consensual ideologies to create 
an atmosphere in which creativity thrives.

in the light of recent developments such as the 
selection of ghana to host the african continental 
free trade area (afcta), which is the world's largest 
free trade area after the World trade organisation, 
and the impact of the coronavirus (covid 19) 
pandemic it becomes even more imperative to 
reduce any tractions that could emerge adversely 
affecting the environment of cmes and fSps. the 
role of crms would need to be strengthened in more 
innovative creative techniques. the insights from 
this study will support interventions in other african 
union economies as well. this is especially as the 
afcta “will cover a market of 1.2 billion people, with 
a combined gross domestic product (gdp) of $2.5 
trillion, across the fifty-four (54) member States of 
the african union that have signed the agreement” 
(africa times 2019).
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Themes – Means by which it occurs Quotations
informal 
institutions  
(Environmental 
hostilities) 
- enhancing 
collaboration 
and dialogical 
interactions

•	 invest in complementary sectors with 
family members to mitigate against 
economic downturns

•	ability to pool resources together to 
provide capital on a rotating basis

•	ability to survive and grow in market 
downturns

The market conditions are [turbulent]. Sometimes in 
church communities we help ourselves [work together] 
and these funds are available when you are in need. The 
banks come in to partner with the church and give depos-
it facilities, loans, advisory services. They are able to give 
loans to people in groups of three and they can give us 
this sort of financing without the strict provisions. (CME8)

informal 
institutions  
(Environmental 
hostilities) 
– limiting 
collaboration 
and dialogical 
interactions

•	 rising and inconsistent interest 
rates, institutional fees, taxes and 
bureaucratic processes reduce mec 
trust and motivation. 

•	 taking a short-term perspective toward 
the partnership and opportunistic 
behaviors ensue

The amount of money that these banks are making, they 
can actually do these things for free but they won’t do it. 
It would benefit them in the long term as more and more 
people become more conscientized but they won’t look at 
that but would try to make their profit in the short term 
whilst dealing with the bad loans (CME6)

cognitive 
institutions  
(Environmental 
hostilities) 
- enhancing 
creativity

•	 mobile banking innovation 
resulting from lack of proper house 
identification schemes, which 
compel fSps to transact business at 
mec general areas of business and 
residence.

•	 lack of supportive credit reference 
bureaus necessitated the creation of 
financial services products that reduce 
the risk of default.

we do not have identification schemes, like shop 
numbers and specific location identification information. 
Traders can be roadside or mobile, with no specific 
business address. So, we have to go to their areas. out 
of this came ideas from the microenterprises, another 
innovation, the mobile bank. we have a car that has 
everything of a bank in it. The car goes to remote areas 
to take deposits and provide loans. (FSP11)

cognitive 
institutions  
(Environmental 
hostilities) 
– limiting 
creativity

•	 missed learning opportunities at fo-
rums promote negative perceptions 
of FSps

•	 unproductive meeting for “shop talk” 
or idle talk.

•	 detailed understanding of inner mar-
ket workings is often missing

Training programs would be a good thing and open 
forums where they [FSPs] would get to know the [CME] 
problems and address them. once in a while, there are 
forums but it is like ‘talk shop’. They don’t come down to 
our level to get the right information – in the very raw 
form and they may have to sit down with us and look at 
all these things together. They just do the appraisal and 
give the money (CME2)

normative 
institutions  
(Environmental 
hostilities) 
- enhancing 
learning

•	 create a sense of common business 
purpose and a converging way of 
perceiving market problems and 
solutions with the circulation of ideas 
and skill formation relevant to the 
local environment.

•	 create customer-driven value chains 
that substantially reduce costs 
and better align services with the 
customer's needs.

That is where we come in to advise them on part-time ba-
sis and as we use what we learn from them we get to un-
derstand the challenges they are facing better. And, you 
get to learn a lot from them in terms of how they import 
their things, like if it comes to the port, how they go about 
clearing their goods. Since you are close to them you get 
to learn from them on the shop floor, like how they relate 
to people. And if you go to the market, how they behave 
in a particular way. So, in understanding the nature of 
their business we are able to serve them better (FSP8). 

normative 
institutions  
(Environmental 
hostilities) 
– limiting 
learning

•	 underdeveloped capital markets and 
monetary systems such as in high 
interest rates and high operating and 
administrative costs limit  profitability 
and mecs are suspicious of the large 
spread between savings and lending 
rates.

•	 the fSp is viewed as a “conduit” or 
simply a means to channel money.

Training programs would be a good thing and open fo-
rums where they [FSPs] would get to know the [CME] 
problems and address them. once in a while, there are 
forums but it is like ‘talk shop’. They don’t come down to 
our level to get the right information – in the very raw 
form and they may have to sit down with us and look at 
all these things together. They just do the appraisal and 
give the money. It is only when the loans are not paid 
that they try to understand our business. (CME3)
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•	 lack of supportive credit reference 
bureaus necessitated the creation of 
financial services products that reduce 
the risk of default.

we do not have identification schemes, like shop 
numbers and specific location identification information. 
Traders can be roadside or mobile, with no specific 
business address. So, we have to go to their areas. out 
of this came ideas from the microenterprises, another 
innovation, the mobile bank. we have a car that has 
everything of a bank in it. The car goes to remote areas 
to take deposits and provide loans. (FSP11)

cognitive 
institutions  
(Environmental 
hostilities) 
– limiting 
creativity

•	 missed learning opportunities at fo-
rums promote negative perceptions 
of FSps

•	 unproductive meeting for “shop talk” 
or idle talk.

•	 detailed understanding of inner mar-
ket workings is often missing

Training programs would be a good thing and open 
forums where they [FSPs] would get to know the [CME] 
problems and address them. once in a while, there are 
forums but it is like ‘talk shop’. They don’t come down to 
our level to get the right information – in the very raw 
form and they may have to sit down with us and look at 
all these things together. They just do the appraisal and 
give the money (CME2)

normative 
institutions  
(Environmental 
hostilities) 
- enhancing 
learning

•	 create a sense of common business 
purpose and a converging way of 
perceiving market problems and 
solutions with the circulation of ideas 
and skill formation relevant to the 
local environment.

•	 create customer-driven value chains 
that substantially reduce costs 
and better align services with the 
customer's needs.

That is where we come in to advise them on part-time ba-
sis and as we use what we learn from them we get to un-
derstand the challenges they are facing better. And, you 
get to learn a lot from them in terms of how they import 
their things, like if it comes to the port, how they go about 
clearing their goods. Since you are close to them you get 
to learn from them on the shop floor, like how they relate 
to people. And if you go to the market, how they behave 
in a particular way. So, in understanding the nature of 
their business we are able to serve them better (FSP8). 

normative 
institutions  
(Environmental 
hostilities) 
– limiting 
learning

•	 underdeveloped capital markets and 
monetary systems such as in high 
interest rates and high operating and 
administrative costs limit  profitability 
and mecs are suspicious of the large 
spread between savings and lending 
rates.

•	 the fSp is viewed as a “conduit” or 
simply a means to channel money.

Training programs would be a good thing and open fo-
rums where they [FSPs] would get to know the [CME] 
problems and address them. once in a while, there are 
forums but it is like ‘talk shop’. They don’t come down to 
our level to get the right information – in the very raw 
form and they may have to sit down with us and look at 
all these things together. They just do the appraisal and 
give the money. It is only when the loans are not paid 
that they try to understand our business. (CME3)
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Introduction 
the fmcg (fast moving consumer goods) sector plays 
a vital role in the indian economy. this industry has an 
impact on every element of human life. customers in 
rural india are becoming more prosperous, and their 
lifestyles are evolving. rural areas have the same 
number of middle-income households as cities. as a 
result, rural marketing has grown significantly over 
the years and has now surpassed the urban fmcg 
market in size. rural india has become a marketing 
priority because of the enormous potential for all 
types of products and services. Statistics suggest a 
significant wealth shift in rural india, and the aspiring 
middle class, with increased purchasing power, is the 
focus of all corporate marketing efforts. the rural 
indian population is massive and quickly rising. over 
627,000 villages in rural areas house more than 70% 
of india's one billion-plus population. this becomes a 
motivating element for fmcg corporations to enter 
rural areas. 

according to the indian census, rural is any habitation 
with a population density of fewer than 400 persons 
per square kilometre. agriculture employs at least 
75 per cent of the male working population. there 
is no municipality or board. village marketplaces, 
also known as "haats," have existed in indian 
communities since ancient times and are essentially 
gatherings of local consumers and sellers. the barter 
system was widely used and is still in use in many 
places today. village 'mandis' and seasonal dinners 
are also crucial events for marketers to capitalize on. 
While the rural market offers greater prospects for 
marketers, it is difficult for any firm to enter and gain 
a large market share. in actuality, the rural market 
faces various challenges, including distribution 
and marketing communications. companies have 
tried a range of creative approaches to solve these 
challenges. Whether itc's "e-choupal" effort or hll's 
"project Shakti," the goal is to get closer to the rural 
consumer. Businesses must develop strategies that 
address consumer psychographics and an acceptable 
marketing mix to capture the enticing rural market. 
With increased rural literacy and media exposure, 
rural regions become more aware of their purchasing 
decisions. this makes it even more difficult for 
businesses to grasp rural consumers' purchasing 
behaviour, consumption patterns, needs, and 

desires. the marketer must understand that there is 
no quick way to gain a piece of the rural market.

companies must always remember that the needs 
of the rural markets are vastly different. companies 
must develop one-of-a-kind items and strategies for 
rural consumers. people in rural india are becoming 
more cognizant of their purchase decisions as a 
result of rising rural literacy and media exposure. 
the general public's awareness of brands has grown 
dramatically. as a result, they are becoming pickier 
and more demanding than ever before. as a result, 
any company entering the market must conduct 
extensive studies on psychographics. according 
to research, people's brand choices have shifted 
noticeably. people are shifting away from the use of 
tooth powder towards toothpaste. there is also a 
shift away from low-cost brands and towards semi-
premium brands. this is one of the most common 
misconceptions regarding the rural market. on the 
other hand, rural consumers seek value for money, 
and if a brand falls into this category, they are willing to 
pay for it. customer satisfaction measures how well a 
company's products and services fulfil its customers' 
expectations. client happiness remains one of the 
most powerful determinants of customer retention. 
it is more expensive to acquire new clients than to 
retain the existing ones. understanding customer 
service and evaluating consumer satisfaction are 
critical in a world of declining brand loyalty.

customer happiness and customer retention are 
obviously inextricably linked. the success of a product 
or a service in the market will be determined by the 
customer's opinion of service and product quality.

companies can decide the steps needed to address 
the wants of their consumers if they have a better 
understanding of their customers' views. they may 
recognize their strengths and shortcomings, stand in 
contrast to their competitors, and plot a course for 
future advancement and improvement. measuring 
customer pleasure emphasizes customer results 
and drives improvements in the company's work 
approaches and processes. consumer expectations 
are the features of a product or service that the 
customer specifies and must be met or exceeded 
to achieve customer satisfaction. consumer 
needs, expectations, satisfaction, and behavioural 
complexities are the primary goals that every type 
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dramatically. as a result, they are becoming pickier 
and more demanding than ever before. as a result, 
any company entering the market must conduct 
extensive studies on psychographics. according 
to research, people's brand choices have shifted 
noticeably. people are shifting away from the use of 
tooth powder towards toothpaste. there is also a 
shift away from low-cost brands and towards semi-
premium brands. this is one of the most common 
misconceptions regarding the rural market. on the 
other hand, rural consumers seek value for money, 
and if a brand falls into this category, they are willing to 
pay for it. customer satisfaction measures how well a 
company's products and services fulfil its customers' 
expectations. client happiness remains one of the 
most powerful determinants of customer retention. 
it is more expensive to acquire new clients than to 
retain the existing ones. understanding customer 
service and evaluating consumer satisfaction are 
critical in a world of declining brand loyalty.

customer happiness and customer retention are 
obviously inextricably linked. the success of a product 
or a service in the market will be determined by the 
customer's opinion of service and product quality.

companies can decide the steps needed to address 
the wants of their consumers if they have a better 
understanding of their customers' views. they may 
recognize their strengths and shortcomings, stand in 
contrast to their competitors, and plot a course for 
future advancement and improvement. measuring 
customer pleasure emphasizes customer results 
and drives improvements in the company's work 
approaches and processes. consumer expectations 
are the features of a product or service that the 
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to achieve customer satisfaction. consumer 
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of corporation must address in order to survive and 
grow in a competitive business environment. as 
a result, the current article focuses on consumer 
Satisfaction with fmcg household care products.

Critical Assessment of Rural Market 
Strategies
nurturing, caring, and loving ideals are frequently 
associated with indian customers. these values 
are far more powerful than those of ambition and 
achievement. indian consumers will receive products 
that transmit feelings and emotions. aside from 
psychology and economics, history and tradition 
play an important role in creating indian consumer 
behaviour. perhaps only in india do old and modern 
things coexist. hair oils and teeth powder, for 
example, coexist with shampoos and toothpaste. 
rural areas are home to roughly three-quarters of the 
indian population. With a burgeoning middle class, 
particularly in indian cities, the impact of the urban 
middle class may also be evident in rural villages.

Review of Existing Literature 
"Satisfaction is a metric used to assess how well 
items or services performed in comparison to what 
consumers expected."(armstrong and Kotler, 1996) 
. customer satisfaction, in general, indicates how 
satisfied customers are with the items or services 
they have purchased. according to Zamazalová 
(Zamazalová, 2008), there are several major aspects 
that influence customer happiness. all of these 
characteristics can be used to assess customer 
happiness. these factors include the product (in 
terms of quality, availability, and so on), the pricing (in 
terms of convenience in the payment mechanism), 
the service, distribution, and the product's image. 
companies must maintain a minimum standard of 
their product (product quality) and must be able to 
deliver the products to the ultimate users effectively 
(service quality) at an affordable price (financial 
benefit), and only if they can match up the customers' 
preconceived expectations (perceived value), they 
could sense the customer satisfaction. 

product quality refers to incorporating elements into 
a product that ensures that the product will be loved 
by the customers and will be able to match their 
expectations. the product can meet the needs of the 
customers. Quality, according to parasuram, can be 

defined as "the ability to deliver a perfect product 
on the first try" (parasuraman,1985). crosby defines 
quality as the "capacity of the producer to match 
expectations." from the perspective of a customer, 
product quality is the perceived superiority of the 
product overall. (Zeithaml,1988)

it might be understood as a difference between 
perceived service expectations and perceived 
performance. it is a detailed examination in which 
customer impression is expressed in certain 
aspects of services such as reliability, receptiveness, 
assurance, etc. companies that evaluate service 
quality can identify issue areas quickly and provide 
greater services to customers. crosby(1979) and 
parasuraman et al.(1985) state that "Service quality 
is the measure of how efficiently the services given 
by corporations can satisfy consumers and how far 
it has exceeded their expectation level consistently." 
the consistency with which customers' expectations 
are satisfied should be used to assess service 
quality. "generally, when service delivery exceeds 
expectations, contentment and behavioural changes 
can be observed" (Wannenburg et al.,2009).to 
maintain a strong and long-lasting relationship with 
clients, businesses must provide services to the best 
of their ability to increase customer satisfaction.

"a financial benefit is an economic gain for the 
consumer as a result of cost savings." (garrette 
and Karnani,2010). lowering the products' price 
may result in a higher financial benefit. "price is a 
key aspect in determining consumer satisfaction" 
(Butt,2011). the product's price is directly related 
to the demand of the product. and we all know 
that customer happiness is unattainable unless 
customers' demands are met. as a result, it is critical 
to emphasize that financial gain substantially impacts 
consumer satisfaction.

perceived value is a customer's assessment of 
the benefits of a product or service, as well as its 
capacity to meet consumers' requirements and 
expectations, particularly in comparison to its peers. 
in other words, it is the customers' assessment of 
the product's worth to him or her. "perceived value," 
according to Zeithaml(1988), is "the consumer's 
total estimate of the utility of a product or service 
based on perceptions of what is received and what 
is supplied". tam(tam,2000) asserts that "perceived 
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value is to be substantially related to service quality 
and customer happiness". according to lovelock 
et al.(2005), "Service quality has a direct impact 
on perceived value". it is seen as a key variable in 
increasing consumer happiness" (mcdougall and 
levesque,2000). according to the available research, 
all of the study's independent variables, namely 
service quality, perceived value, financial benefit, 
and product quality, impact customer satisfaction, 
either directly or indirectly. however, will all of these 
independent variables impact customer satisfaction 
when it comes to fast-moving consumer goods? it is 
an intriguing topic to think about, and with the help 
of this study, an attempt has been made to find an 
answer. 

OBJECTIVE OF THE STUDY:
find out how satisfied the customers are with the 
selected fmcgs they are currently using, keeping in 
view quality, size, pricing, and product packaging.

Hypotheses of the Study:
h0 =there is no significant correlation between 
distance travelled to purchase the commodities 
and satisfaction of consumers over the distribution 
system of fmcg products in the rural market. 

Research Design
the current research is descriptive and based 
on empirical evidence from primary data. the 
primary data was collected using a standardized 
questionnaire and a survey method. randomly 
selected rural respondents completed the 
questionnaire from odisha's five districts: cuttack, 
Keonjhar, Sambalpur, Berhampur and Balasore. a 
total of 900 consumers were interviewed, but 520 
fully filled up questionnaires were finally selected 
for the research study because the remaining were 
incomplete in many respects. the responses have 
been obtained in a five-point scale in the form of 
highly Satisfied, Satisfied, neither Satisfied nor 
dissatisfied, dissatisfied, and Strongly dissatisfied 
with quantification 1, 2, 3, 4, and 5, respectively. the 
survey is conducted in 5 districts with 520 customers. 
in addition, the study is limited to customers that 
utilize specific fmcg brands. the period of the study 
is 2019-20. 

Result and Discussions
Table-1: Skewness and Kurtosis of Satisfaction on 
Quality of Products.

Edible Oils Tea & 
Coffee Biscuits

Food 
Items

Mean 1.78 1.82 2.00

Skewness 0.31 0.93 0.17

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis 2.31 2.64 -0.48

Std. error of 
Kurtosis 0.21 0.21 0.21

Toiletries

Bathing 
Soap

Washing 
Soap

Washing 
Powder

Mean 2.01 1.97 2.04

Skewness 0.42 0.69 1.00

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis 0.07 0.06 2.98

Std. error of 
Kurtosis 0.21 0.21 0.21

Cosmetics

Face 
Powder

Face 
Cream Shampoo

Mean 2.06 2.15 2.08

Skewness 0.28 0.79 1.29

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis -0.05 1.13 2.79

Std. error of 
Kurtosis 0.21 0.21 0.21

Figure-1: Mean Satisfaction of Rural Consumers on 
Quality of Commodities.
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and customer happiness". according to lovelock 
et al.(2005), "Service quality has a direct impact 
on perceived value". it is seen as a key variable in 
increasing consumer happiness" (mcdougall and 
levesque,2000). according to the available research, 
all of the study's independent variables, namely 
service quality, perceived value, financial benefit, 
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table-1 and figure-1 present the level of satisfaction 
of consumers on the quality of products by using 
skewness and kurtosis over their responses. the 
mean scores on food items, toiletries, and cosmetics 
products are 1.78,1.82,2.00,2.01,1.97,2.04 2.06,2.15 
and 2.08 for edible oils, tea & coffee, biscuits, bathing 
soap, washing soaps, washing powder, face powder, 
face cream, and shampoo, indicating satisfaction of 
rural consumers on the quality of products.

Table-2: Skewness and Kurtosis of Satisfaction on 
Size of Products. 

Edible Oils Tea & 
Coffee Biscuits

Food 
Items

Mean 2.27 2.22 2.23

Skewness 0.22 0.77 0.76

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis -0.10 1.98 0.93

Std. error of 
Kurtosis 0.21 0.21 0.21

Toiletries

Bathing 
Soap

Washing 
Soap

Washing 
Powder

Mean 2.33 2.38 2.42

Skewness 0.59 0.88 0.16

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis 0.51 1.19 -0.41

Std. error of 
Kurtosis 0.21 0.21 0.21

Cosmetics

Face 
Powder

Face 
Cream Shampoo

Mean 2.38 2.56 2.26

Skewness 0.02 0.24 0.59

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis -0.21 -0.51 0.22

Std. error of 
Kurtosis 0.21 0.21 0.21

Figure-2: Mean Satisfaction of Rural Consumers on Size 
of Commodities. 

table-2 and figure-2 present the satisfaction of 
consumers on the size of products by using skewness 
and kurtosis over their responses. the mean scores 
on food items, toiletries, and cosmetics products are 
2.27,2.22,2.23,2.33,2.38,2.42,2.38,2.56 and 2.26 
for edible oils, tea & coffee, biscuits, bathing soap, 
washing soaps, washing powder, face powder, face 
cream, and shampoo, indicating satisfaction of rural 
consumers on the size of products.

Table-3: Skewness and Kurtosis of Satisfaction on 
Price of Products. 

Edible Oils Tea & 
Coffee Biscuits

Food 
Items

Mean 2.46 2.42 2.41

Skewness 0.62 1.06 1.12

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis 0.11 1.73 1.39

Std. error of 
Kurtosis 0.21 0.21 0.21

Toiletries

Bathing 
Soap

Washing 
Soap

Washing 
Powder

Mean 2.45 2.36 2.48

Skewness 0.23 0.58 0.88

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis -0.30 0.12 1.38

Std. error of 
Kurtosis 0.21 0.21 0.21

Cosmetics

Face 
Powder

Face 
Cream Shampoo

Mean 2.69 2.74 2.49

Skewness 0.63 0.31 0.70

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis 0.08 -0.66 0.30

Std. error of 
Kurtosis 0.21 0.21 0.21

Figure-3: Mean Satisfaction of Rural Consumers on Price 
of Commodities.
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table-3 and figure-3 present the satisfaction of 
consumers on the price of products by using skewness 
and kurtosis over their responses. the mean scores 
on food items, toiletries, and cosmetics products are 
2.46,2.42,2.41,2.45,2.36,2.48,2.69,2.74, and 2.49 
for edible oils, tea & coffee, biscuits, bathing soap, 
washing soaps, washing powder, face powder, face 
cream, and shampoo, indicating satisfaction of rural 
consumers on the price of products.

Table-4: Skewness and Kurtosis of Satisfaction on 
Packaging of Products. 

Edible Oils Tea & 
Coffee Biscuits

Food 
Items

Mean 1.94 1.90 1.95

Skewness 0.31 0.31 0.68

Std. error of 
Skewness 0.11 0.11 0.11

Kurtosis 1.56 1.05 1.15

Std. error of 
Kurtosis 0.21 0.21 0.21

Toiletries

Bathing 
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Figure-4: Mean Satisfaction of Rural Consumers on 
Packaging of Commodities.

table-4 and fig-4 present the satisfaction of 
consumers on the packaging of products by using 
skewness and kurtosis over their responses. the 
mean scores on food items, toiletries, and cosmetics 
products are 1.94,1.90,1.95,2.09,2.12,2.14,2.07,1
.98, and 1.87 for edible oils, tea & coffee, biscuits, 
bathing soap, washing soaps, washing powder, 
face powder, face cream, and shampoo, indicating 
satisfaction of rural consumers on the packaging of 
products.

Table-5: Consumer Shopping Behaviors. 

Details %
Cumulative 

%

Distance Travelled 
to Purchase Goods

0 - 5 km 89.3 89.3

6 - 13 km 9.7 99.0

16 - 25 km 1.0 100.0

Reason to Travel 
Outside Village to 
Purchase Goods

reasonable price 26.1 26.1

Better product Service 22.9 49.0

credit facilities 4.0 53.0

high-Quality goods 14.1 67.0

variety of goods 33.0 100.0

table 5 presents the shopping behaviour on distance. 
the majority of the rural consumers (89.3%) travel a 
distance of 0–5 km outside the village to purchase 
commodities. the responses towards purchasing 
commodities beyond 5 km, i.e., 6-13 km (9.7%) 
and 16-25 km (1.0%), are minimal. also, 33.0% of 
consumers opine to travel outside of the village to 
purchase goods in search of many varieties. 26.1% 
opine for a reasonable price, 22.9% for better 
product service, and 14.1% for high-quality goods 
for travelling outside of the village to purchase 
commodities. as a result of the above, it is possible 
to assume that customers purchase goods within 5 
kilometres of their peripheral with the purpose of 
purchasing variety. consumers purchase on credit 
from the shops and insure themselves against the 
effects of the increase in prices.

Hypothesis validation in case of Rural 
Consumers 
the aforesaid results and discussions on consumers 
will be further enriched by testing the hypothesis 
relating to the satisfaction of consumers with the 
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general factors of commodities- quality, size, pricing, 
and packaging of products. it is intended to find out 
various factors mentioned above become the cause 
of satisfaction of fmcg channels.

for testing this hypothesis, Spearman's rank 
correlations are thought to be the most appropriate 
one. 

Table-6: Spearman's Correlation Between 
Satisfaction on Range of Products and Distance 
Traveled by the Rural Consumers.

commodities Distance 
travelled

Edible Oils

correlation coefficient -0.044

Sig. (2-tailed) 0.309

N 525

tea & coffee

correlation coefficient 0.100*

Sig. (2-tailed) 0.022

N 525

Biscuits

correlation coefficient 0.090*

Sig. (2-tailed) 0.039

N 525

Bathing Soaps

correlation coefficient 0.057

Sig. (2-tailed) 0.192

N 525

Washing Soaps

correlation coefficient 0.065

Sig. (2-tailed) 0.139

N 525

Washing powder

correlation coefficient 0.040

Sig. (2-tailed) 0.357

N 525

face powders

correlation coefficient 0.067

Sig. (2-tailed) 0.125

N 525

face creams

correlation coefficient 0.006

Sig. (2-tailed) 0.889

N 525

Shampoos

correlation coefficient 0.064

Sig. (2-tailed) 0.145

N 525

n.B:- * correlation is significant at the 0.05 level (p<0.05).

the table-6 shows the relationship between distance 
travelled and consumer satisfaction across a variety 
of products. the correlation coefficients between 
distance travelled and consumer satisfaction 
for edible oil, tea, coffee, biscuits, bathing soap, 
washing soap, washing powder, talcum powder, 

beauty cream, and hair shampoo is -0.044, 0.100, 
0.090, 0.057, 0.065, 0.040, 0.067, 0.006, and 0.064, 
respectively. the correlation coefficients against 
tea and coffee (0.100) and biscuits (0.090) are both 
statistically significant (p<0.05). hence, consumers' 
satisfaction for a range of products, tea & coffee 
and biscuits. consumers do not wish to go longer 
distances for a variety of products, such as edible 
oil, bathing soap, washing powder, face powder, face 
cream, and shampoo.

Conclusion
fmcg products have been proven to be extremely 
important in our daily lives. in today's market, 
analyzing consumer satisfaction with fmcg 
products is critical. the current study concluded 
that while demographic variables are important 
in the consumer decision-making process, other 
demographic elements, with the exception of gender, 
have little effect on customer satisfaction. the study 
also reveals that variables such as quality of product, 
size of the product, pricing product, and packaging 
of the product have strong significations to customer 
satisfaction. consumers are becoming more mindful 
and are shifting towards a more conventional and 
pleasant way of life to improve their quality of life.  

Direction for Future Research
future research in a similar topic can take into account 
a new geographical location and a different set of 
fast-moving consumer products. Similarly, studies on 
consumer durables could also be conducted. 
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An employee's intention to leave the organisation is a critical issue to be catered to in the hospitality 
industry. In fact, worldwide, this is a major issue that brings huge losses to organisations. Every 
growing company, irrespective of any sector, makes every possible effort to maintain its productive 
employees to lead and succeed in the market and thrive in the business world. This research paper 
intends to define the determinants of the rising turnover rate of employees' turnover intentions 
in the hospitality sector. To date, the hospitality industry is still fighting against the increased rate 
of employee turnover intentions which proves to be the catalyst in the smooth functioning of the 
companies. The paper intends to address the issues related to human resource practices and their 
impact on the employees' intentions to leave or stay in the hospitality industry. The methodology 
adopted by the paper is to review the literature available on employee turnover intentions and 
human resource practices and use the narrative review approach for the qualitative analysis of the 
existing literature. A systematic analysis of the published research work is conducted to analyse 
the correlation between H.R. practices and employee turnover intentions with the objective of 
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1. Introduction
1.1 Employee Turnover intentions
the relationship is both important and delicate 
between an organisation and its workers. it is an 
exchange arrangement in several respects, where 
both sides give what the other wants or needs on 
the table. even then, factors such as organisational 
culture and social satisfaction have an effect on long-
term employer-employee relationships, which will 
eventually impact if an employee wants to continue 
with the organisation or quit. Since the turnover 
intention of high-performing workers is highly crucial 
to the overall success (Kwon and Rupp, 2013), it is vital 
to recognise and value potential triggers and predict 
the causes of employee turnover. turnover intention 
refers to the "final cognitive decision-making process 
of voluntary turnover" (Steel and ovalle, 1984; as 
cited in Lambert et al., 2001, p. 234). the voluntary 
turnover of employees is described as "individual 
movements across the membership boundary of 
a social system which the individual initiates- " 
(Price, 1997, as cited in Gaertner, 1999, p. 479). 
the turnover intention is defined as people leaving 
or quitting a company on their own and with their 
own desire (mobley, 1997). Price (1981) has defined 
'professional turnover intent' and 'occupational 
turnover intent', which are used synonymously 
where professional turnover intention applies to the 
employees' voluntary intention to quit one's career 
or occupation to work in another company. to clarify, 
it is the cognitive phase of employees' withdrawal 
where they have thoughts of leaving the workplace 
and intent to look for a job (Carmeli and weisberg, 
2006).

Scholars have given considerable attention to 
employee turnover (e.g. Blau, 1993; Campion, 
1991; Cohen, 1993; Cotton and Tuttle, 1986; Hom 
and Griffeth, 1995; Sjoberg and Sverke, 2000). Since 
employee turnover can be both negative and costly 
for a company when a worker willingly enforces it, 
several studies have emphasised voluntary turnover 
(e.g. Hom and Griffeth, 1995; Lee and Mitchell, 
1994). Scholars have attached great importance to 
employee turnover intention because it is associated 
with actual voluntary turnover (lambert et al., 2001). 
in various studies on employee turnover, turnover 
intent has been used as the dependent variable (e.g. 
Lambert et al., 2001). 

1.2 Employee Turnover Intentions and 
Hospitality Industry

as described by worland and wilson in 1988, the 
hospitality industry is a company or an organisation 
providing services that contribute towards the 
hospitality functions and includes the major sectors 
such as hotels, restaurants, licensed clubs and motels. 
the hospitality industry majorly capitalises on human 
resources, and this industry has also become one of 
the largest generators of employment, according to 
Singh,1997.

according to Chand and Katou, in 2007, the hospitality 
sector was labour intensive and effectively used the 
human capital available in the organisation to gain 
a competitive advantage. the hospitality sector is a 
customer service business and generally builds on 
its human capital to gain a competitive advantage. 
according to Choi and Dickson in 2009, the 
hospitality industry, it is a business that is strongly 
geared towards guest support. it is very important to 
have proper communication between the employees 
and the guest, which determines the success of any 
organisation.

in the success of the hospitality sector, workers 
play a major role. they are in charge of the brand 
and the level of service the hotel will provide. a 
hotel's service is directly related to its staff members' 
considerate, enthusiastic, demanding jobs, practical 
and positive approach and standard of service 
quality offered at the right moment. therefore, 
the key is to sustain and inspire the hotel workers. 
the latest patterns ironically suggest frequent work 
turnover, withdrawals and incidents of depression. 
on the other hand, youth are drawn to the glitz and 
glamour of the hospitality industry. though a good 
number of studies focused on employee attrition, 
the problem of high turnover still persists as a major 
problem in the hotel industry. as per the global h.r. 
manpower community, and as per the sixth annual 
resource shortage report, india ranks second in skilled 
labour scenarios. the solution, therefore, lies in the 
immediate need to handle and function on human 
resources as talents and abilities are responsible 
for the achievement of the driving business. it 
is also clear that there is an immediate need to 
reflect on the variables that can lower the degree 
of the desire of workers to exit the hotel industry. 
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therefore, there is an urgent need to understand 
the reasons for employee turnover intentions 
and find the measures to cope with the increasing 
rate of employee turnover intentions. the present 
study is thus focused on understanding the various 
determinants of employee turnover intentions and 
studying the correlation of h.r. practices on the 
turnover intentions of the employees.

2. Objectives of the Study
•	 to determine the reasons for the high rate 

of employee turnover intentions in the 
hospitality industry.

•	 to study the correlation of h.r. practices 
with employee turnover intentions in the 
hospitality industry.

3. Research Methodology
this study aims to re-evaluate the published research 
work on the hospitality industry with special reference 
to the various determinants responsible for the 
growing rate of employee turnover intentions such 
as compensation, performance appraisal, promotion, 
and training & development. a theoretical framework 
interpreting the psychological contract between the 
employers and the employees has been examined. 
the narrative review method has been used to 
review the existing literature, focusing on qualitative 
analysis of prior information. the study aimed to 
collect and synthesise literature to illustrate the 
importance of a specific point of view. this analysis 
method is very useful for collecting and synthesising 
a large amount of literature in a particular subject 
field. the main goal is to give the reader a thorough 
context for comprehending existing knowledge and 
emphasising the importance of the new study.

4. Determinants of Employee Turnover 
intentions
the high rate of employee turnover in the hospitality 
industry is due to the low-skill requirement in most 
entry-level positions (taylor and finley, 2010). the 
low-skill requirement corresponds to low pay for 
employees in entry-level positions, which are often 
easily replaceable. Work-life discord has also been 
linked to high employee turnover in the hospitality 
industry. in general, work-life balance is a major 
factor influencing employee job satisfaction in every 

sector (o'leary and deegan, 2005). furthermore, 
the hospitality industry is much more associated 
than other industries, with a weak work-life balance 
(WlB). the work-life conflict has a major impact 
on voluntary employee turnover in the hospitality 
industry, according to Bloome, Rheede, and Tromp 
(2010). the indian hotel industry is associated with 
abnormal and ever-changing long shifts, poor health 
quality, and stress as major contributors to poor WlB 
(Mohanty and Mohanty, 2014). While it is widely 
assumed that female employees are perhaps the 
most disturbed by this because of their responsibility 
to raise children, particularly after birth, as found in 
the study by Darcy, McCarthy, Hill, and Grady  (2012). 
the hospitality sector is also known for its high 
volatility in job requirements, which has also been 
associated with poor job satisfaction (Chiang, Birtch, 
and Cal, 2014). according to Collins (2007), though 
hotels provide the largest employer in the tourism 
sector, it experiences a very high employee turnover 
rate and mobility of employees, which is the major 
challenge throughout the industry worldwide. wood 
(1997) found a few negatives, which are very common 
in the hospitality industry, including the long working 
hours, high staff turnover rate, low salaries, low 
status, and a high degree of dissatisfaction with the 
job. the national Sample Survey data on employment 
for the years 2004 and 2005 reflect that the hotels 
and restaurants are considered to be the second-
highest employers of the service workers, which 
includes .1% of technical workers, 1.4 % of clerical 
workers, 20% of administrative staff, executive staff 
and managerial workers and 7.6 % of the sales force.

it was found that workers working in the hospitality 
sector easily get similar jobs in the other companies, 
as concluded by Solnet and Hood (2008). according 
to Getz (1994), who has majorly focused that 
jobs in tourism and hospitality are considered 
undesirable, and the major characteristics which 
bring down the reputation of the hospitality sector 
include desperately poor working conditions, lack of 
promotion opportunities, job security, low wages, 
timings of the jobs in terms of shift, have a major 
impact on the employee turnover intention rate.

Poulston (2009) stated in a study of hospitality 
workplaces that perhaps the morale of workers in the 
hospitality sector to serve was much more likely to be 
seriously affected by discontent with compensation, 
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their managers, and general workplace conditions. 
employee tension in the hospitality sector is also 
a normal phenomenon.  technological failure and 
organisational, interpersonal tensions have been 
listed as the primary causes of workplace stress 
and may cause workers to reconsider leaving their 
job (o'Neill and Davis, 2011).in addition, temporary 
employment is also one of the characteristics for 
which the hospitality industry is known and which is 
correlated with negative effects, such as tension, the 
tension between work and life, and minimal control 
over working schedules (McNamara, Bohle, and 
Quinlan, 2011).

5. H.R. Practices
the impact of human resource practices on employee 
turnover is not a new subject, and there have been 
numerous studies conducted in this field at the 
global level. h.r. practices are the ways to enhance 
the employees' leadership by human capital of the 
organisation. it undergoes the process of designing 
rigorous development programs and motivational 
strategies, such as establishing methods for guiding 
and assisting management in conducting continuous 
performance assessments. human resource 
management ( hrm) functions as a facilitator within 
companies or industries amid hrm approaches 
and consequences of hrm. Sheppeck and Militello 
(2000) emphasised hrm techniques in four different 
groups: Job skills and job practices, nurturing climate, 
performance evaluation and business organisation, 
while guest (1997) groups into three groups: product 
differentiation based on innovation, quality focus, and 
reduced cost. in previous research on hrm strategy, 
however, several concepts and approaches are used 
to attain the organisational objectives and goals via 
hrm methods and approaches. Sivasubramanian 
and Kroeck (1995) validate the broader perspective 
of human resources management as a match or 
inclusion. Guest in 1997 focused that the different 
forms of management of human resources can be 
divided into two internal fit elements. hrm defines 
external fit as a strategic integration and internal 
fit as a functional ideal. many academicians have 
conducted studies to analyse which fit is acceptable. 
Youndt et al . ( 1996) analysed the external match, 
and the outcome suggests a more precise fit 
among highly efficient hrm activities and quality 
strategy. Stavrou-Costea (2005) even suggested 

that the key reason for a company's performance 
may be the successful management of human 
capital. as confirmed by Lee and Lee ( 2007), human 
resource practices significantly impact a company's 
performance, namely training and development, 
coordination, remuneration / economic benefit, 
h.r. management, performance evaluation, 
and employee security, thereby enhancing the 
performance of the firm, including the productivity 
of workers, product performance and quality. 

5.1. H.R. practices and Hospitality Industry
according to Baum et al. 1997, the hospitality and 
tourism sector has hardly considered any plans, 
policies, and proactive approaches to determine the 
impact of human resource development practices 
on organisation development and employee 
performance and intention to leave. Davidson et 
al. (2010) highlighted this through the research. 
however, the hospitality sector increases employment 
opportunities in the country. Still, it was found that 
the labour market of the hospitality industry faces 
two major challenges of attracting suitable labour 
and retaining its employees by decreasing employee 
turnover intentions. as lots of investment is made in 
upskilling and training the organisation's employees 
to build a quality and competent workforce, this 
investment in human resources is being squandered 
due to the high turnover rate of the employees. the 
paper attempts to illustrate a few of the h.r. activities 
that considerably impact the hospitality industry's 
employee turnover intentions. the study highlights 
the major contributions made by scholars and 
practitioners in the domain of employee turnover 
intentions and the conclusions made regarding 
the various determinants for the growing speed of 
turnover intentions of the employees who work in 
the hospitality industry.

for long, human resource approaches and 
practices have played an important role in 
changing employees' perspectives, ideologies and 
behaviour. therefore, turnover intention measured 
is subjective, which indicates the probability of an 
individual to leave or stay in the organisation as the 
reflection of his own attitude and behaviour towards 
the organisation. in the case of voluntary employee 
turnover, as concluded by (Redman and Mathews, 
1997), it is primarily a reflection of the outflow of 
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their managers, and general workplace conditions. 
employee tension in the hospitality sector is also 
a normal phenomenon.  technological failure and 
organisational, interpersonal tensions have been 
listed as the primary causes of workplace stress 
and may cause workers to reconsider leaving their 
job (o'Neill and Davis, 2011).in addition, temporary 
employment is also one of the characteristics for 
which the hospitality industry is known and which is 
correlated with negative effects, such as tension, the 
tension between work and life, and minimal control 
over working schedules (McNamara, Bohle, and 
Quinlan, 2011).

5. H.R. Practices
the impact of human resource practices on employee 
turnover is not a new subject, and there have been 
numerous studies conducted in this field at the 
global level. h.r. practices are the ways to enhance 
the employees' leadership by human capital of the 
organisation. it undergoes the process of designing 
rigorous development programs and motivational 
strategies, such as establishing methods for guiding 
and assisting management in conducting continuous 
performance assessments. human resource 
management ( hrm) functions as a facilitator within 
companies or industries amid hrm approaches 
and consequences of hrm. Sheppeck and Militello 
(2000) emphasised hrm techniques in four different 
groups: Job skills and job practices, nurturing climate, 
performance evaluation and business organisation, 
while guest (1997) groups into three groups: product 
differentiation based on innovation, quality focus, and 
reduced cost. in previous research on hrm strategy, 
however, several concepts and approaches are used 
to attain the organisational objectives and goals via 
hrm methods and approaches. Sivasubramanian 
and Kroeck (1995) validate the broader perspective 
of human resources management as a match or 
inclusion. Guest in 1997 focused that the different 
forms of management of human resources can be 
divided into two internal fit elements. hrm defines 
external fit as a strategic integration and internal 
fit as a functional ideal. many academicians have 
conducted studies to analyse which fit is acceptable. 
Youndt et al . ( 1996) analysed the external match, 
and the outcome suggests a more precise fit 
among highly efficient hrm activities and quality 
strategy. Stavrou-Costea (2005) even suggested 

that the key reason for a company's performance 
may be the successful management of human 
capital. as confirmed by Lee and Lee ( 2007), human 
resource practices significantly impact a company's 
performance, namely training and development, 
coordination, remuneration / economic benefit, 
h.r. management, performance evaluation, 
and employee security, thereby enhancing the 
performance of the firm, including the productivity 
of workers, product performance and quality. 

5.1. H.R. practices and Hospitality Industry
according to Baum et al. 1997, the hospitality and 
tourism sector has hardly considered any plans, 
policies, and proactive approaches to determine the 
impact of human resource development practices 
on organisation development and employee 
performance and intention to leave. Davidson et 
al. (2010) highlighted this through the research. 
however, the hospitality sector increases employment 
opportunities in the country. Still, it was found that 
the labour market of the hospitality industry faces 
two major challenges of attracting suitable labour 
and retaining its employees by decreasing employee 
turnover intentions. as lots of investment is made in 
upskilling and training the organisation's employees 
to build a quality and competent workforce, this 
investment in human resources is being squandered 
due to the high turnover rate of the employees. the 
paper attempts to illustrate a few of the h.r. activities 
that considerably impact the hospitality industry's 
employee turnover intentions. the study highlights 
the major contributions made by scholars and 
practitioners in the domain of employee turnover 
intentions and the conclusions made regarding 
the various determinants for the growing speed of 
turnover intentions of the employees who work in 
the hospitality industry.

for long, human resource approaches and 
practices have played an important role in 
changing employees' perspectives, ideologies and 
behaviour. therefore, turnover intention measured 
is subjective, which indicates the probability of an 
individual to leave or stay in the organisation as the 
reflection of his own attitude and behaviour towards 
the organisation. in the case of voluntary employee 
turnover, as concluded by (Redman and Mathews, 
1997), it is primarily a reflection of the outflow of 
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expertise and talent, which has a crucial effect on 
the output and quality of companies. Huselid (1995) 
stated that certain h.r. practices that focus on high 
performance, including the labour management 
participation teams and promotions, have made a 
great contribution in employee development as they 
help not only in enhancing the employees' retention 
but also in the practices that bear a detrimental 
association with the employee turnover intentions. 
the high-performance practices invest in improving 
the service capacity, quality, and capabilities through 
various practices such as training practices, selection 
policies, rewards, performance appraisal, employee 
participation in decision-making, and many more 
of its kind. it would provide enough support to the 
human capital of any organisation to satisfy the 
consumers and successfully perform their tasks and 
duties as per Tang and Tang (2011). according to 
Becker and Gerhart (1996), the h.r. practices are 
majorly dependent on the optimum path selection, 
which would bring competitive advantage to an 
organisation and would increase the chances of 
survival and sustainability for any organisation. Such 
practices are company-specific and difficult to imitate 
and cannot be a cup of tea for all organisations. 
numerous studies have shown that the management 
of human resources activities adds to organisational 
performances (Gerhart and Milkovich, 1990; Becker 
and Gerhart, 1996).

therefore this research has focused on the 
antecedents of employee turnover intentions from 
h.r. perspective. the hospitality industry has the 
unique feature of it being highly labour-intensive, 
according to Nolan in 2002. Still, only a few studies 
have been done to highlight the impact of human 
resource management practices on the firm's overall 
results, according to Namasivayam et al. 2007. 
Studies conducted so far in the hospitality sector 
found the effect of human resources approaches 
on organisational productivity and well-being. But 
it has not considered many factors, and therefore 
the result is not concrete and has not given any 
conclusive evidence for the studies to be relied on 
(Cho et al. 2006). according to Ghebregiorgis and 
Karsten, in 2007, there have not been different 
kinds of research on the employee's reaction and 
behaviour to the different kinds of human resource 
approaches, which have a deep impact on the 
employees' turnover intentions. therefore, it is very 

conclusive that there are not enough researches 
conducted in the hospitality sector to understand 
the correlation of human resource practices with 
employee turnover intentions. there are plenty of 
studies conducted on human resource practices, but 
similar studies in the hospitality industry are scarce. 
the major hr practices which have a correlation with 
the turnover intentions are discussed below.

5.1.1  Recruitment and selection and 
Employee Turnover intentions

recruitment is the fundamental platform for the 
employer’s connection with the employee, according 
to Rousseau (1994). the sources of recruitment 
also play a very important role and have a strong 
connection with the employee's performance, 
attitude and absenteeism. the individuals recruited 
from the professional bodies and applied to the 
organisation through the self-initiated contact 
have more detailed and complete details about the 
work being performed and about the organisation's 
culture. this category of employees tends to have a 
long association and sense of connection with the 
organisation. But the individuals who are recruited 
through the newspapers, employment agencies 
or through college placements, do not have a very 
long tenure with the organisation because of the 
lack of understanding of the job and about the 
organisation culture, as stated by (Breaugh 1981).
Bonn and Forbringer (1992). Sims (1994) stated that 
practical previews of jobs should be included during 
recruitment and selection to improve the probability 
of effective relationships at the entry-level of the 
employees. Behavioural interviews and bio-data 
testing are performed during the hiring process, 
according to Paraskevas (2000), but credentials 
are not reviewed like they are carried out in other 
industries.

cho et al. (2006) stated that internal hiring and 
inadequate training for newly promoted employees 
lead to increased employees' turnover intentions. 
Ghebregiorgis and Karsten (2007) emphasised that 
to keep employee morale high, organisations must 
have proper staffing. the hospitality industry is 
known for its ill-defined practices during recruitment, 
and it has also been observed that the hotels' 
requirement is not met as per expectations because 
the hiring specifications are unclear. (Collins, 
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2007). in the present scenario, the organisations 
generally try to get the job fit candidates rather 
than the organisational fit candidates (Paraskevas, 
2000).  Dawson and Abbott (2011) stated that if the 
organisations select the employees according to the 
organisation fit, it would definitely result in his long-
term association with the organisation and intention 
to perform better. ghebregiorgis and Karsten stressed 
that proper staffing would help boost and retain 
employee morale because, in addition, to finding 
the right candidates, recruitment has a symbolic 
significance.

5.1.2 Training and Development and 
Employee Turnover Intentions

training has significance to those businesses looking 
forward to achieving a competitive edge. there is a 
considerable discussion among the practitioners and 
academicians about the effect of training on both 
employees and the company's objectives. there is, 
on the one hand, a claim that training contributes 
to increased turnover, while the other claims that 
training is a mechanism that can contribute to 
retaining the workers (Becker, 1993; Colarelli & 
Montei, 1996). professionals believe that training 
is a dynamic human resource activity that can 
have a remarkable impact on the success of the 
organisation. Allen et al. (2003) have concluded that 
if the employees are provided with the development 
opportunities and if the right amount of investment 
is made on employees, it will have a major impact on 
reducing the employee turnover rate. Chang et al., 
2007; Sherman et al., 1998 concluded in the research 
that employees were getting an opportunity to 
manage their career successfully and upscaling their 
skills helped increase the retention value of the 
employees. the american psychological association 
conducted a survey on 130 staff of a medical care 
company in 2001. given the value of understanding 
the conditions in which high-performing employees 
are more likely or less likely to leave an organisation 
voluntarily, the study discovered that the nature of 
the relationship between job success and voluntary 
turnover has been uncertain. in order to highlight the 
relevance of training for entrants, research by Lam et 
al. ( 2002) confirmed that the hotel industry in hong 
Kong was afflicted by high turnover, especially among 
those under a year of experience from 1985-1999, 
which ranges from 44% to 66%. a survey conducted 

on 249 participants demonstrated that training and 
career development initiatives are directly related 
to turnover intentions in addition to other hrm 
activities.

according to Davidson et al. (2010), upskilling the 
employees and training them to meet the challenges 
of the hospitality industry has been a major problem. 
therefore, considering the major global expansions in 
the industry, both formal and informal training plays 
a very important role. this would help in reducing 
the employee turnover intentions, help in enhancing 
the career paths to its employees and increase the 
quality of services to be delivered to the consumers, 
which ultimately depends on the level of employees 
employed in the hospitality industry. Getz (1994) 
identified one of the main causes of high employee 
turnover as the lack of well-trained and skilled 
personnel. Solnet and Hood (2008) expressed that 
the hospitality industry is considered a highly people-
intensive industry where the people lack career 
growth opportunities, resulting in high turnover 
intentions. (Barrows 2000; Nolan, 2002) highlighted 
that on the job training methods are primarily used 
in the hotels, but according to (Poulston 2007), the 
employers' failure to give training to their employees 
from the trained professionals has a strong adverse 
effect on the quality of training and the intellectual 
manpower available with industry. therefore non-
availability of proper training methods and trained 
professionals ultimately brings down the career 
opportunities to the people working in hotels and, 
as a result making them quit their job (Bagri et al. 
2010). Hai-Yan and Baum (2006 ) found that the 
hospitality industry needs qualified professionals, so 
its employers must be provided with the requisite 
training and professional development to improve 
the expertise of front-office employees and gain a 
competitive advantage over other competitors.

Baum (2008) advised that generally, the hospitality 
and tourism sector has to focus on including 
its staff in training and development programs 
and increasing its investment in training and 
development programs. it is very important to 
develop the relationship between the employees 
and the employer and state clearly the expectations 
of both the parties, i.e. employers and employees, 
in terms of giving and take relationship which can be 
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2007). in the present scenario, the organisations 
generally try to get the job fit candidates rather 
than the organisational fit candidates (Paraskevas, 
2000).  Dawson and Abbott (2011) stated that if the 
organisations select the employees according to the 
organisation fit, it would definitely result in his long-
term association with the organisation and intention 
to perform better. ghebregiorgis and Karsten stressed 
that proper staffing would help boost and retain 
employee morale because, in addition, to finding 
the right candidates, recruitment has a symbolic 
significance.

5.1.2 Training and Development and 
Employee Turnover Intentions

training has significance to those businesses looking 
forward to achieving a competitive edge. there is a 
considerable discussion among the practitioners and 
academicians about the effect of training on both 
employees and the company's objectives. there is, 
on the one hand, a claim that training contributes 
to increased turnover, while the other claims that 
training is a mechanism that can contribute to 
retaining the workers (Becker, 1993; Colarelli & 
Montei, 1996). professionals believe that training 
is a dynamic human resource activity that can 
have a remarkable impact on the success of the 
organisation. Allen et al. (2003) have concluded that 
if the employees are provided with the development 
opportunities and if the right amount of investment 
is made on employees, it will have a major impact on 
reducing the employee turnover rate. Chang et al., 
2007; Sherman et al., 1998 concluded in the research 
that employees were getting an opportunity to 
manage their career successfully and upscaling their 
skills helped increase the retention value of the 
employees. the american psychological association 
conducted a survey on 130 staff of a medical care 
company in 2001. given the value of understanding 
the conditions in which high-performing employees 
are more likely or less likely to leave an organisation 
voluntarily, the study discovered that the nature of 
the relationship between job success and voluntary 
turnover has been uncertain. in order to highlight the 
relevance of training for entrants, research by Lam et 
al. ( 2002) confirmed that the hotel industry in hong 
Kong was afflicted by high turnover, especially among 
those under a year of experience from 1985-1999, 
which ranges from 44% to 66%. a survey conducted 

on 249 participants demonstrated that training and 
career development initiatives are directly related 
to turnover intentions in addition to other hrm 
activities.

according to Davidson et al. (2010), upskilling the 
employees and training them to meet the challenges 
of the hospitality industry has been a major problem. 
therefore, considering the major global expansions in 
the industry, both formal and informal training plays 
a very important role. this would help in reducing 
the employee turnover intentions, help in enhancing 
the career paths to its employees and increase the 
quality of services to be delivered to the consumers, 
which ultimately depends on the level of employees 
employed in the hospitality industry. Getz (1994) 
identified one of the main causes of high employee 
turnover as the lack of well-trained and skilled 
personnel. Solnet and Hood (2008) expressed that 
the hospitality industry is considered a highly people-
intensive industry where the people lack career 
growth opportunities, resulting in high turnover 
intentions. (Barrows 2000; Nolan, 2002) highlighted 
that on the job training methods are primarily used 
in the hotels, but according to (Poulston 2007), the 
employers' failure to give training to their employees 
from the trained professionals has a strong adverse 
effect on the quality of training and the intellectual 
manpower available with industry. therefore non-
availability of proper training methods and trained 
professionals ultimately brings down the career 
opportunities to the people working in hotels and, 
as a result making them quit their job (Bagri et al. 
2010). Hai-Yan and Baum (2006 ) found that the 
hospitality industry needs qualified professionals, so 
its employers must be provided with the requisite 
training and professional development to improve 
the expertise of front-office employees and gain a 
competitive advantage over other competitors.

Baum (2008) advised that generally, the hospitality 
and tourism sector has to focus on including 
its staff in training and development programs 
and increasing its investment in training and 
development programs. it is very important to 
develop the relationship between the employees 
and the employer and state clearly the expectations 
of both the parties, i.e. employers and employees, 
in terms of giving and take relationship which can be 
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discovered and specified clearly through the training 
relationships(Sims, 1994).

5.1.3  Performance Evaluation and Employee 
Turnover Intentions

(Nankervis and Debrah, 1995) highlighted the fact 
that the upper level of management is making 
increasing use of performance management 
programs which has not taken their roots in the 
lower level of management in the hospitality 
industry. approaches of performance management 
and appraisals should be performed on a continuous 
basis and to receive regular feedback and rewards 
(Sims, 1994). Rousseau and Greller (1994) laid down 
that it is important to consider the factors like proper 
understanding of job roles, unbiased evaluation of 
performance, and rewarding the fair and just rewards, 
both monetary and non-monetary, based on the 
employees' performance evaluation. Redman and 
Mathews (1998) stated that performance standards 
of the employees should be realistic, measurable and 
achievable. customer service policies should guide 
performance expectations, which should be used as 
a benchmark for appraisals.

Poon (2004) found that the ratings are given based 
on performance appraisal help the management 
make decisions on promotions, increments, and 
pay rise. therefore, it would be right to say that 
an unbiased rating would reduce the employees' 
level of morale and satisfaction positive association 
with the organisations. Browing (2006) stressed 
that recognition from the boss and superiors 
during the performance appraisal process would 
affect the service behaviour of the employees. 
performance evaluations must always be backed 
up with fair justification of compensation and 
employee development. Aggarwal and Bhargava 
(2008) insisted that developmental evaluations 
and assessments associated with long-term and 
performance assessments, career growth, and skills-
based training would lead to better employment ties.

5.1.4 Compensation and Employee Turnover 
Intentions

hrm must also take notice that compensation is the 
main factor, as it provides the workers with monetary 
incentives for their work and is a source of recognition 
and livelihood. the research conducted on 666 thai 

workers concluded that rewards are among the main 
factors for employee job satisfaction and turnover 
intentions besides equity and growth opportunity.

owing to low qualifications and a lack of union 
support, hotel employees have long been considered 
as the lowest-paid amongst staff in the other 
sectors (Nankervis and Debrah, 1995). employees 
in the hospitality industry will benefit from financial 
and educational benefits, according to Bonn and 
Forbringer (1992). low morale, work dissatisfaction, 
high turnover rate, and customer dissatisfaction 
result from chronically poorly paid and poorly 
trained workers. according to Hai-Yan and Baum 
(2006), the hospitality industry lacks good-quality 
human capital because workers do not like to work 
at the front desk for long periods of time due to 
the stressful work, low pay, and unclear prospects 
for advancement. according to Namasivayam et al. 
(2007), the connection between compensation and 
employee engagement and performance is stronger 
for employees at the management level. it has also 
been observed that basic and incentives motivate 
them to perform much better, and the connection 
between personal benefit and organisational 
effectiveness and performance is greater for 
employees at the non-managerial level. they are 
encouraged to improve with a blend of basic pay 
and benefits. Workers are more willing to meet 
different customer requirements if they believe their 
contributions are valued and recognised, according 
to Tsuar and Lin (2004). according to Baum (2008), 
managers should concentrate on improving the 
workplace culture and environment, particularly in 
terms of basic pay and benefits, in attracting and 
retaining skilled workers at all levels. Staff turnover in 
the hospitality industry is primarily driven by wages 
and decent benefits provided in other industries, 
according to Chan and Kuok (2011). Workers are less 
likely to consider quitting a company if the company 
offers career advancement opportunities and fair 
wages, according to Blomme et al. (2010). Breaugh 
(1981 ) employees concluded that they would be 
less likely to leave if they were given monetary and 
educational benefits. employees in the hospitality 
industry are underpaid and poorly trained, resulting 
in low morale, work dissatisfaction, high employee 
turnover, and ultimately unhappy customers. 
employees do not want to stay long in the hotel front 
office because of the exhausting jobs, low pay, and 
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unpredictable prospects for advancement H.J. Kong 
and T.G. Baum  2006. Blau's social exchange theory is 
based on the principle of reciprocity, which can either 
be positive or negative, meaning that if one group 
makes a positive commitment, the other group will 
also make a positive commitment, and if one group 
makes a negative commitment, the other group will 
also make a negative commitment (cropanzano & 
mitchell, 2005). the research has emphasised the 
compensation benefits, which positively increase the 
employee’s morale. the expectations between both 
the company and the individual employee, as per 
Schein (1978), include not only on how much work 
will be performed for the compensation, but also on 
the complete set of duties, benefits and privileges.

Proposed Conceptual Model of HRM Practices

Fig: 1.1 Proposed conceptual model of HRM 
Practices

the proposed model on the human resource 
management practices has majorly addressed human 
resource practices such as recruitment and selection, 
performance appraisal, training and development 
and compensation and benefits. the model has 
clearly depicted the correlation of h.r. practices 
with employee turnover intentions. human resource 
practices of an organisation are the mode through 
which the organisation's communication takes place 
in a transactional and relational manner which also 
shapes the relationship between the employee and 
the employer. therefore the proposed model focuses 

on the correlation of h.r. practices with employee 
turnover intentions. 

6. Findings 
through the studies conducted so far, it was clear 
that employee turnover is an inevitable part of 
the hospitality industry. it is important to focus 
on the employees perspective, mindset and 
expectations and their connection with the human 
resource management practices and policies. the 
hospitality industry is known for low entry-level skill 
requirements, which directly corresponds to low 
pay. it was also found that low pay is present not 
only at the lower levels but also at the managerial 
levels. thereby, affecting the employee’s connection 
significantly with the organisation, morale and 
satisfaction. So far, it has been concluded that various 
factors such as long working hours, ever-changing 
shifts, poor health quality considerations, high 
levels of stress, and highly volatile job requirements 
considerably affect the work-life balance of the 
employees working in the hospitality industry. it was 
also found that women working in the hotels are not 
able to balance their personal and professional lives 
effectively, as they have to give reasonable time to 
their families and raise kids, which does not let them 
match with the industry expectations. therefore, 
the variables mentioned above result in stress and 
organisational, interpersonal tensions. in taking the 
study ahead to emphasise the working environment 
of the hotel industry, it was quite evidently found 
that the workplace conditions are not friendly. the 
managers and supervisors do not hold good relations 
with the employees and fail to understand their 
requirements and expectations. the industry also 
faces the problems of technological failures and 
temporary employment, which again contributes to 
building up the tensions and adversely affects the 
work-life balance.

 there should be effective recruitment and selection 
procedures to select the right potential, which 
will increase the chances of employee's long term 
association with the company. as one of the h.r. 
practices, recruitment and selection is given due 
consideration as the employees selected from the 
sources such as placement agencies and campus 
recruitment generally are found not to stay longer with 
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through self-initiated contracts and professional 
bodies. it was also found that the employees should 
be the perfect fit for the companies to increase the 
duration of their stay with the company. Therefore, 
it was found that there exists a negative correlation 
between recruitment and selection and employee 
turnover intentions. It was also found that to get 
a positive performance from the employee, the 
principle of reciprocity plays a crucial role. it was also 
found that workers can get similar kinds of jobs in 
other industries. therefore, it is very important to 
give the requisite and quality training to the workers 
from the trained professionals to increase their 
competencies, thus assuring career opportunities 
to the human capital. employee development and 
systematic training opportunities should be offered 
on a regular basis to the employees to enhance 
the skills, abilities, knowledge, and capabilities 
that directly impact the motivation level of the 
employees and their turnover intentions. Therefore 
it was found that there exists a negative correlation 
between training and development and employee 
turnover intentions. Since the monetary and non-
monetary benefits have a considerable impact on the 
motivation and morale of the employees, therefore 
performance appraisals should be conducted on a 
regular basis, and the employees should be awarded 
in accordance with the results. the findings of 
the study stress that if the organisation performs 
regular and unbiased performance appraisals, that 
would certainly help the employees to stay with the 
company for a longer tenure. Therefore it was found 
that there exists a negative correlation between 
performance appraisal and employee turnover 
intentions. the employees are known as the human 
capital, and therefore there should be increased 
participation of the employees in the decision 
making wherever it is found to be relevant. Salaries 
and incentives are the key reasons for high employee 
turnover in the hospitality industry; therefore, the 
organisations should take the necessary measures to 
improve the standard of compensation compared to 
the other service industries. Since low work morale, 
dissatisfaction, and employee turnover intentions 
are majorly dependent on the wages and benefits, 
and the organisations have to take effective steps 
to match the compensation benefits with the 
other industries to bring down the rate of turnover 
intentions. Therefore, there is a negative correlation 

between compensation and employee turnover 
intentions.

7. Limitations of the Research
the research has been conducted only in the 
hospitality industry; other industries can also 
be considered for analysing the effect of human 
resource practices on employee turnover intentions. 
Since the current study has taken limited variables 
such as recruitment and selection, compensation, 
performance appraisal, and training & development 
affecting the employees intention to stay or leave 
the organisation, future studies can consider 
other important variables such as employee 
empowerment, teamwork, employment security, 
information sharing, and job description.

8. Managerial Implications
as the research indicates, there is a dire need for 
the management to understand the employees' 
perspectives through constant supervision and 
direct meetings. organisations policies should be 
flexible enough to be changed during difficult and 
changing times to ensure a strong psychological 
contract between employer and employees. it is 
also advised to the management for the inclusion 
of different h.r. practices such as behavioural 
training and soft skills development which will help 
in developing employees and should be a major 
area of concern for management to keep them 
motivated and committed. the h.r. practices should 
be reviewed on a timely basis to have the real-time 
inclusions stay updated. this would not let the 
companies go out of the latest trends. the existing 
employee's performance is advised to be reviewed 
on a regular basis, and results should be correlated 
to the financial and non-financial incentives. it is also 
advised to the management to also provide regular 
performance feedback to help employees understand 
the performance gaps. this would definitely help 
the employees to stay motivated and connected 
with the company. to take it further, the study has 
identified the major determinants of employee 
turnover intentions in the hospitality industry, such 
as low skill requirements, low compensation, work-
life conflict, long working hours, poor health quality, 
high volatility in the job, poor job satisfaction, low 
morale, interpersonal tensions, work overload and 
minimum control over work schedules out of which 
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the low compensation is regarded as the critical 
factor contributing towards employee turnover 
intentions. therefore, the management should 
look into these factors to reduce the increased 
intentions of the employees to quit the company. 
undoubtedly, major hr practices would definitely 
affect the overall functioning of employees, security, 
and employees' well-being. managers should initiate 
imparting training and development programs based 
on the unbiased evaluation of performance, which 
should also become the basis for identifying the skill 
gaps. But on the other note, it is also advised to set 
realistic, measurable and achievable performance 
standards in order to avoid any false impressions 
about the employee’s performance. for the same, 
the company can set the customer service policies to 
guide the performance expectations, which can be 
used as a benchmark.

management should opt for the effective mediums 
of recruitment and selection, which have fetched 
the company committed and loyal employees 
in the past and have increased the duration of 
the employees' stay longer. management should 
give due emphasis on maintaining effective 
communication with employees on a regular basis, 
for evaluating and appraising the performance, 
giving incentives and awards accordingly and making 
performance corrections on time. the management 
should understand the relevance of the principle of 
reciprocity to get the desired performance, as there 
is always a two-way relation in any contract or bond 
between two parties in question. the employee’s 
participation should be increased in the decision 
making to make the system more effective through 
brainstorming of new ideas. 

9. Conclusion
in the hospitality industry, employee turnover 
is widely accepted as unavoidable. the paper 
concludes that there are various determinants of 
employee turnover intentions: work-life imbalance 
due to long working hours, ever-changing shifts, 
poor health quality considerations, high level of 
stress, low morale, poor job satisfaction, and highly 
volatile job requirements. the other determinants 
being; low skills recruitment at entry-level, low 
compensation plan, abnormal and ever-changing 
work shifts, poor health quality, work-life stress, 

women’s incompatibility to balance personal with 
professional life, highly volatile job requirements, 
relations between the employees and managers, 
organisational, interpersonal tensions, workplace 
conditions, technological failures, and temporary 
employment. the employees in the hotel industry 
perceive the pay to be amongst the main factors for 
staff turnover; therefore, important changes should 
be incorporated to enhance salary levels compared 
to other service-oriented businesses. these 
determinants have been seen seriously affecting the 
employee’s intentions to quit the company. Besides 
understanding the reasons for turnover intentions, it 
becomes relevant to focus on the hospitality industry's 
major hr practices, which will help bring down the 
rate of employee turnover intentions if given due 
consideration. the human resource management 
practices and policies critically affect the employee's 
turnover intentions. therefore it is concluded that the 
hospitality industry must develop human resource 
management strategies such as: appropriate 
methods of recruitment and selection, continuous 
performance evaluation methods, developing job 
skills through training and development programs, 
compensation plans, employee security, workplace 
climate, manager-employee relationship and 
management of human capital. in order to hire 
potential applicants, good recruitment and selection 
practices are necessary. it was also observed that 
to improve the employee’s expertise, talents, and 
abilities, structured preparation and career growth 
opportunities must be provided to workers, inspiring 
employees to stay committed to the company for 
a longer period of time. performance assessments 
must be done frequently, and evaluation outcomes 
must be connected to financial and non-financial 
incentives that will boost the potential performance 
of employees. human resource practices also have 
a significant effect on an employee's psychological 
contract. therefore, these should be reviewed on 
a regular basis to keep up with changing employee 
standards. Based on the conceptual framework 
developed in the current study, it is recommended 
that training and development practices and 
strong communication between employees and 
employers can help in lowering down the employee’s 
dissatisfaction and ultimately their intentions to 
leave.
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developed in the current study, it is recommended 
that training and development practices and 
strong communication between employees and 
employers can help in lowering down the employee’s 
dissatisfaction and ultimately their intentions to 
leave.
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the model's framework provides a mechanism by 
which organisations human resource departments 
could evaluate the system objectively, and human 
resource experts could promote the management 
practices that reduce employee turnover costs. 
employee retention and motivation are influenced by 
the organisation's h.r. policies, which demonstrate 
to employees how much the company values their 
employees and the employment relationship. 
no doubt, the organisations in the hospitality 
industry face the critical issue of the increased rate 
of employee turnover, but there are several h.r. 
practices that would help the industry to deal with 
the problem and stay competitive with the other 
industries.
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Introduction
the coronavirus induced pandemic in 2020 has 
taken the world by storm. it disrupted the normal 
ways of life and introduced humankind to new ways 
of living. the internet is one such medium that was 
hugely made use of during the pandemic. in the first 
few weeks of the pandemic, when almost all nations 
started to impose lockdowns and forcefully kept 
people at home, even internet giants like Youtube 
and netflix lowered the video quality on their 
services to keep the internet infrastructure running 
smoothly (Brian fung, cnn, 2020). the latency 
on the internet got impacted due to the increased 
amount of human activities that were starting to get 
done online (massimo candela, 2020). Such was the 
widespread adoption and use of the internet during 
the pandemic.

apart from using the internet for entertainment, 
financial services, the prolonged and uncertain 
nature of the pandemic has resulted in the internet 
as a medium for education. though online education 
and some form of hybrid learning were present in 
colleges and universities even before the pandemic, 
the unprecedented scale at which students and 
teachers adopted online education all over the world 
is simply mind-boggling.

Online Teaching and Learning:
online teaching refers to the interactions between 
a student and a teacher in a virtual classroom 
setting. in traditional methods, the instructor and 
the pupil were meant to be present physically in 
close proximity. however, with the advancements 
in technology and high-speed internet connectivity 
becoming ubiquitous, the student and teacher may 
be separated physically by time and distance and 
yet a classroom setting can be mimicked. the pupil 
and the master can be seated in the comforts of 
their home or any place of their liking, and all they 
require is an uninterrupted internet connection. 
applications like google classroom, cisco Webex, 
microsoft teams and Zoom are all tools that help to 
achieve this virtual classroom feel. especially in the 
indian context, where access to paid applications 
is a luxury for some, even common chat apps like 
Whatsapp and telegram are being used for online 
education. teachers and students are on their mobile 
phones during the ‘scheduled classroom hours’ with 

classroom lectures and materials uploaded as videos 
and image files after the completion of the lecture. 

The Effectiveness of Online Teaching:
availability and accessibility of computer hardware, 
software and a decent internet connection are all 
prerequisites for online education. however, the 
effectiveness of delivery and learning and retention 
levels of students via the online medium is a subject 
of intense speculation and debate. (anna Ya ni, 2018) 
a study on the effectiveness of classroom and online 
learning indicates that a student's performance as 
measured by a grade is independent of the mode of 
instruction, be it offline or online. the students may 
have to put in a lot more effort to stay competitive 
and be on time with assessments in an online learning 
environment rather than a classroom atmosphere. 
also, online learning may not be the right or 
best method to learn for every student (heather 
Kauffman, 2015). different students have different 
learning styles, and sitting in front of a monitor for 
extended periods of time may not yield the optimum 
learning experience for everyone. the performance 
of the students can be improved during online study 
experiences as the students become self-sufficient 
learners in an online mode (mark Stansfield, 2004). 
this is achieved through tailoring the pace of study 
according to one's personal needs and requirements 
and gaining flexibility of access to learning materials 
and assessments that provide a greater sense of 
reflection over their performances.

from the faculty or teaching end, online learning 
needs to fulfil the three basic ideas: cognitive 
presence, social presence, and teaching presence 
(randy garrison, 2003). the teaching and cognitive 
presence are taken care of during the online class. it 
is the social presence that is found missing. teachers 
are not in a position to physically make eye contact 
with their students and attend to the students 
individually as they can during a physical class. the 
command that a teacher can receive in a classroom 
will be missing, and they have to watch the images 
of students through a video camera. So, as a result, 
certain new and innovative teaching and pedagogical 
skills are also needed to make online education a 
learner-centred teaching model (liesbeth de paepe, 
2018).
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Online Teaching and MBA Students:
mBa all over the globe and more so in a developing 
country like india is viewed as an aspirational course 
where students seek to further their careers by 
investing their time and money for a period of two 
years. owing to the classroom disruption due to the 
pandemic, mBa, like all other courses, also needed 
to be done online with lectures, discussions and 
assessments moving to the virtual mode. globally, 
students have found this online mBa experience 
beneficial because they could access friends and 
classmates from distances apart (Kyong Jee Kim, 
2005). they felt that virtual learning would help 
them be a part of the global business environment. 
moreover, instructor behaviour, the way a professor 
takes forward an online class, is a key indicator of the 
effectiveness and success of the program (arbaugh, 
2014). to cater to the aspirations of today's 
generation of mBa students is a huge challenge for 
any set of teachers. doing that online is an even 
greater challenging proposition.

this research study discussing about online learning 
in these challenging times amongst mBa students in 
tamil nadu seeks to inquire into these issues.

Review of Literature
Keengwe & Kidd (2010) explored the transition 
from traditional classroom-based teaching to 
online learning. online learning is a challenge for 
both the students and faculty members since their 
roles are different from that of a conventional 
classroom setting. teachers need to be conversant 
with the usage of information and communication 
technology tools to deliver content online. cognitive 
tasks under an online setting undergo considerable 
changes in the virtual classroom environment. De 
Freitas et al. (2015) studied the effects of massive 
online open courses (moocs) on higher education 
and learning. though moocs have been largely 
successful in attracting larger student groups and 
broad base education to a wider audience, concerns 
still remain with regard to the quality of teaching 
and learning that happens. this paper views moocs 
as a change agent for higher education but at 
the same time reviews and analyses how course 
retention can be made more effective. Bowers & 
Kumar (2015) performed a comparative analysis on 
students' perceptions between learning in a physical 

environment and online learning. the results of 
the study are quite contrary to the commonly 
accepted wisdom. the students perceived stronger 
social and teacher presence in an online teaching 
environment. implications of the results of this 
research are crucial for further discussions. Nguyen 
(2015) examined the effectiveness of online learning 
and categorised them as positive, negative and 
mixed or null findings. the study finds out that 
distance or online education is at least as effective 
as traditional learning in areas such as student test 
scores and their engagements with the classroom 
materials that are provided. more importantly, 
there is a stronger sense of community amongst the 
students with very little withdrawal from the classes 
and students failing their exams. Hodges et al. 
(2020) talk about the structural differences between 
emergency remote teachings as is being done due 
to the pandemic and between systematised online 
learning. understanding the differences between 
the two is important for academicians because 
proper online learning will have a fundamentally 
different course and instructional design. abrupt 
and unplanned migration to online teaching from 
classroom learning can lead to diminishing the 
overall effectiveness of the course being delivered. 
Dhawan (2020) has performed a SWoc analysis of 
online learning in the indian context during the covid 
pandemic. academic institutions were left with no 
other choice but to shift to online both for learning 
and for assessing the students. this is also the time 
that has seen an exponential growth of educational 
technology (edutech) startups and their facilitation 
of online education. innovations and changes are 
inevitable in the education sector, and both teachers 
and students must get ready for this challenge. Xu 
& Jaggars (2013) have studied the impact of online 
learning on students' course outcomes. the study 
has estimated the learning in an online setting versus 
a face to face course delivery. analyses gave negative 
estimates in terms of both course persistence 
and grades achieved in online learning. the study 
recommends colleges to evaluate their quality 
of online coursework before expanding. Dinning 
et al. (2016) assess whether a blended learning 
approach can enhance students' transition into 
higher education. the study intended to capture the 
students' attention and their curiosity levels during 
online and face to face sessions. Blended learning 
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was found to be an effective method for students 
during their initial days at college.

Research Methodology
using a five-point likert scale, the researcher 
constructed a questionnaire based on the following 
components, "teachers cohesion with students", 
"Supportive virtual learning environment", "online 
content delivery and learning experience", 
"leverage of technology", "content beyond 
curriculum", virtual learning satisfaction, and 
"placement readiness". the questionnaire consists 
of 31 independent variables distributed to mBa 
students of tiruchirappalli city. the total sample 
collected is 132. the responses were collected 
through google forms and analysed the data using 
iBm SpSS 23.0 and iBm SpSS amoS 20.0. descriptive 
Statistics, pearson correlation, multiple regression 
and Structural equation modeling (Sem) were the 
statistical tools used. the questionnaire was checked 
for cronbach alpha for internal consistency and 
derived satisfactory results. 

Research Objectives
1. to study the demographic profile of the full 

time mBa students and their internet usage 
pattern for online classes.

2. to find out the effectiveness of online learning 
during the covid pandemic outbreak. 

3. to study the predictors of placement readiness 
and virtual learning satisfaction of the mBa 
students. 

4. to derive a model for online learning to 
enhance the mBa students' managerial skills. 

Research Hypothesis
H1a-teachers cohesion has a linear relationship 
with placement readiness. 

H2a-Supportive virtual learning environment has 
a linear relationship with placement readiness. 

H3a-online content delivery and learning 
experience has a linear relationship with 
placement readiness.

H4a-leverage of technology has a linear 
relationship with placement readiness.

H5a-content beyond the curriculum has a linear 
relationship with placement readiness. 

H6a-virtual learning Satisfaction has a linear 
relationship with placement readiness.

Table 1 Computation of Cronbach Alpha Reliability 
Score for the Online Learning Constructs

CONSTRUCTS NO OF ITEMS CRONBACH 
ALPHA

TEACHERS COHESION WITH STUDENTS 5 0.815

SUppORTIvE vIRTUAL LEARNING 
ENvIRONMENT

5 0.733

ONLINE CONTENT DELIvERY AND 
LEARNING ExpERIENCE

5 0.811

LEvERAGE OF TECHNOLOGY 4 0.814

CONTENT BEYOND CURRICULUM 4 0.804

vIRTUAL LEARNING SATISFACTION 4 0.834

pLACEMENT READINESS 4 0.862

TOTAL ITEMS IN THE INSTRUMENT 31 0.810

the online learning effectiveness has seven 
constructs, and all the constructs were individually 
checked for the cronbach alpha. the construct 
"placement readiness" with four items has an α 
of 0.862, which is highly reliable. Similarly, "online 
content delivery and learning experience" has an α 
score of 0.811 and "Supportive learning environment" 
reported an alpha score of 0.733. all the constructs 
reported a satisfactory reliability score. 

Table 2 Demographics and Internet Usage Pattern 
during the Online Classes

DEMOGRAPHIC AND INTERNET USAGE PATTERN PERCENTAGE

Gender                                         

               Male 63%

               female 37%

Device  which you use to attend the online classes  

               laptop/desktop 60%

               Mobile 40%
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was found to be an effective method for students 
during their initial days at college.

Research Methodology
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components, "teachers cohesion with students", 
"Supportive virtual learning environment", "online 
content delivery and learning experience", 
"leverage of technology", "content beyond 
curriculum", virtual learning satisfaction, and 
"placement readiness". the questionnaire consists 
of 31 independent variables distributed to mBa 
students of tiruchirappalli city. the total sample 
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iBm SpSS 23.0 and iBm SpSS amoS 20.0. descriptive 
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and Structural equation modeling (Sem) were the 
statistical tools used. the questionnaire was checked 
for cronbach alpha for internal consistency and 
derived satisfactory results. 
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time mBa students and their internet usage 
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during the covid pandemic outbreak. 
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enhance the mBa students' managerial skills. 
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H2a-Supportive virtual learning environment has 
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H3a-online content delivery and learning 
experience has a linear relationship with 
placement readiness.

H4a-leverage of technology has a linear 
relationship with placement readiness.

H5a-content beyond the curriculum has a linear 
relationship with placement readiness. 

H6a-virtual learning Satisfaction has a linear 
relationship with placement readiness.
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CONTENT BEYOND CURRICULUM 4 0.804

vIRTUAL LEARNING SATISFACTION 4 0.834

pLACEMENT READINESS 4 0.862

TOTAL ITEMS IN THE INSTRUMENT 31 0.810

the online learning effectiveness has seven 
constructs, and all the constructs were individually 
checked for the cronbach alpha. the construct 
"placement readiness" with four items has an α 
of 0.862, which is highly reliable. Similarly, "online 
content delivery and learning experience" has an α 
score of 0.811 and "Supportive learning environment" 
reported an alpha score of 0.733. all the constructs 
reported a satisfactory reliability score. 

Table 2 Demographics and Internet Usage Pattern 
during the Online Classes

DEMOGRAPHIC AND INTERNET USAGE PATTERN PERCENTAGE

Gender                                         

               Male 63%

               female 37%

Device  which you use to attend the online classes  

               laptop/desktop 60%

               Mobile 40%
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Internet connectivity in your residence  

               mobile data/hotspot 61%

               Broadband 35%

               dongle/others 4%

Are you already familiar with the online learning 
and usage of online platforms

               Yes 54%

               No 23%

               Somewhat 23%

Do you switch your "Video camera on" during your 
classes?

               Yes 11%

               No 29%

occasionally/on demand 60%

Did you experience any issues during the online 
classes in terms of technicality, network issues etc.

             very frequently 8%

             frequently 22%

             occasionally 38%

             rarely 27%

             very rarely 4%

             never 1%

Table 3 Computation of Descriptive Statistics for the 
Online Learning Constructs

 Constructs Range Mean
Std. 

Devi-
ation

Skewness Kurtosis
Statis-

tic
Std. 

Error
Sta-
tistic

Std. 
Error

LEvERAGE 
OF TECH-
NOLOGY

3.25 3.94 0.76 -0.29 0.21 -0.57 0.42

TEACHERS
COHESION 
WITH STU-
DENTS

3.60 3.85 0.75 -0.45 0.21 0.03 0.42

ONLINE 
CONTENT 
DELIv-
ERY AND 
LEARNING 
ExpERIENCE

3.00 3.73 0.74 0.04 0.21 -0.73 0.42

SUppORTIvE 
vIRTUAL 
LEARNING 
ENvIRON-
MENT

2.75 3.60 0.74 0.37 0.21 -0.77 0.42

vIRTUAL 
LEARNING 
SATISFAC-
TION

4.00 3.54 0.86 -0.45 0.21 0.41 0.42

pLACEMENT 
READINESS 3.50 3.49 0.88 -0.08 0.21 -0.69 0.42

CONTENT 
BEYOND 
CURRICU-
LUM

3.75 3.37 0.89 0.05 0.21 -0.51 0.42

the construct “leverage of technology evidenced 
the highest mean score (m=3.94, Sd=0.76) shows 
a skewness (-0.29) and kurtosis (-0.57) score, 
which demonstrates the normality of the variables. 
“teachers cohesion with Students” reported 
(m=3.85, Sd=0.75) shows a significant skewness 
score of -0.45, which is nearer to 1.” online content 
delivery and learning experience” indicated (m=3.73, 
Sd=0.74), which shows a normal skewness score 
of 0.04. the lowest mean of 3.37 is observed for 
"content beyond curriculum". 

Table 4 Computation of Pearson Correlation 
Coefficient for Determining the Relationship 
between the Online Learning Constructs

 TCS SVLE
OCD-

LE LoT CBC VLS PR
TCS 1

SVLE .736** 1

OCD-
LE

.657** .685** 1

LoT .646** .607** .733** 1

CBC .434** .500** .695** .586** 1

VLS .371** .415** .600** .501** .759** 1

PR .484** .612** .617** .582** .675** .697** 1

H1 H2 H3 H4 H5 H6

**. correlation is significant at the 0.01 level (2-tailed).

Acronym and Constructs Name 
1. tcS - teacherS coheSion With StudentS

2. Svle - Supportive virtual learning 
ENvIRONMENT

3. ocdle- online content deliverY and 
LEARNING ExpERIENCE

4. lot- leverage of technologY

5. cBc- content BeYond curriculum

6. vlS - virtual learning SatiSfaction

7. pr- placement readineSS

•	 teachers cohesion and placement readiness 
are positively related, r =0.484, p<0.05
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•	 the supportive virtual learning environment 
and placement readiness are positively 
related, r =0.612 4, p<0.05

•	 online content delivery and learning 
experience and placement readiness are 
positively related, r =0.617 4, p<0.05

•	 leverage of technology and placement 
readiness are positively related, r =0.582 4, 
p<0.05

•	 content beyond curriculum and placement 
readiness are positively related, r =0.675, 
p<0.05

•	 virtual learning Satisfaction and placement 
readiness are positively related, r =0.697, 
p<0.05

Computation of Regression Coefficient
Table 5 Determining the Predictors of Placement 
Readiness

 Constructs B
Std. 
Error

Beta  t  Sig.

(Constant) -0.201 0.290  -0.692 0.490

1.	 TEACHERS COHESION 
WITH STUDENTS

-0.064 0.103 -0.054 -0.617 0.538

2.	 SUppORTIvE 
vIRTUAL LEARNING 
ENvIRONMENT

0.416 0.105 0.348 3.967 0.000

3.	 ONLINE CONTENT 
DELIvERY AND 
LEARNING ExpERIENCE

-0.056 0.120 -0.047 -0.468 0.641

4.	 LEvERAGE OF 
TECHNOLOGY

0.159 0.099 0.138 1.608 0.110

5.	 CONTENT BEYOND 
CURRICULUM

0.172 0.095 0.173 1.817 0.072

6.	 VIRTUAL LEARNING 
SATISFACTION

0.409 0.086 0.401 4.744 0.000

dependent variable: placement readineSS R=0.796

Regression Equation
placement readiness= Supportive learning 
environment*0.416 + virtual learning Satisfaction * 
0.409

the construct “Supportive learning environment” 
is found to the significant predictor of placement 
readiness where the t value is 4.967 (β = 0.348, 
p<0.000). the construct "virtual learning satisfaction" 
is found to be the significant predictor of placement 

readiness where the t value is 4.744 (β = 0.401, 
p<0.000).

Table 6 Determining the Predictors of Placement 
Readiness

 Constructs B
Std. 
Error

Beta         t  Sig.

            (Constant) .762 .293  2.600 .010

1.	 TEACHERS COHESION 
WITH STUDENTS

-.015 .107 -.013 -.137 .891

2.	 SUppORTIvE 
vIRTUAL LEARNING 
ENvIRONMENT

-.024 .109 -.021 -.225 .822

3.	 ONLINE CONTENT 
DELIvERY AND 
LEARNING ExpERIENCE

.163 .124 .141 1.322 .189

4.	 LEvERAGE OF 
TECHNOLOGY

.037 .103 .033 .362 .718

5.	 CONTENT BEYOND 
CURRICULUM

.642 .080 .658 8.076 .000

dependent variable: virtual learning SatiSfaction R=0.766

Regression Equation
virtual learning Satisfaction= content Beyond 
curriculm*0.642

the construct “content Beyond curriculum is found 
to be the significant predictor of virtual learning 
satisfaction where the t value is 8.076 (β = 0.658, 
p<0.000). 

Figure 1. Derived Model using SEM for Online 
Learning
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positively related, r =0.617 4, p<0.05
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readiness where the t value is 4.967 (β = 0.348, 
p<0.000). the construct "virtual learning satisfaction" 
is found to be the significant predictor of placement 

readiness where the t value is 4.744 (β = 0.401, 
p<0.000).
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Std. 
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the construct “content Beyond curriculum is found 
to be the significant predictor of virtual learning 
satisfaction where the t value is 8.076 (β = 0.658, 
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Table 7 Model Fit Index

MEASURES VALUES SOURCE

chi-SQuare 44.135 hu and Bentler, 1999

GOODNESS OF FIT 
INDEx

0.924
Schumacker and 
lomax (2016).

COMpARATIvE FIT 
INDEx

0.938 Bentler,1990

Findings & Discussions
none of us would have predicted this covid-19 
pandemic outbreak situation. the entire businesses 
around the globe got a hard hit in the revenue 
and education industry which faced an unadorned 
situation than any other industry. When this 
situation immediately arose, the entire education 
management industry turned simulated and made 
phenomenal efforts to give the physical classroom 
environment. thanks to the technocrats and the 
technology for the virtual connection. Without 
wasting the days and years, productively, the days 
went on well with the online classes. 

however, low internet speed, mobile hotspot based 
internets, and very few broadband connections are 
some issues the students faced during the initial 
stages of covid lockdowns and online classes. the 
researcher of this paper attempted to provide a 
model for online learning, particularly for post-
graduate management students. the survey was 
taken from 132 students, and the demographic 
findings are discussed. out of 132 respondents, 63% 
are male, and 37% are female. during the online 
classes, 60% of the students used "laptop" and 40% 
of the student’s patronised mobiles. 

as expected, 61% of the students used mobile-
based hotspots to attend the classes, and 35% used 
broadband-based internet connections. a low of 4% 
of them used dongles for online classes. a worthy 
number (which is 54%) of the people opined that 
they are already conversant with online platforms 
and do not find any difficulties. the rest of the people 
are very new to online classes. for the question, "do 
you switch on your camera during your classes?", 
60% of them responded that they would not switch 
on the camera and would switch only "if demanded". 
the majority of the respondents had a significant 
problem with their internet connectivity, and only 
a few of them had a stable internet connection. 

all these classifications are discussed based on the 
primary database collected from the respondents. 

despite the fact that the online classes bridged the 
gap, the scope is limited when compared to physical 
classes. for the past two years, college students 
passed the years and examinations online. one and a 
half years went virtually in two years of mBa program. 
however, the efforts were not wasted. We should 
appreciate the efforts of the faculty members. many 
of the faculty members are not initially proficient 
in delivering online classes. gradually, they learned 
all the technical aspects and delivered classes 
equivalent to those of physical classrooms. they are 
thankful in this regard. as teachers, the authors are 
also proud of that.

as per the discussions and the opinions collected 
from the students, virtual learning satisfaction could 
be determined through the content delivered beyond 
the faculty members' curriculum. most importantly, 
the supportive virtual learning environment predicts 
placement readiness, the most productive and 
expected outcome. this supportive environment is 
all about interacting well with the students online by 
giving a topic and asking them to present instantly, 
sharing important career-oriented information, and 
bridging industry-institute gaps by sharing industry 
information. 

Conclusion
from these findings, we shall understand that the 
students are expecting many additional inputs 
beyond academics. this is in the hands of the 
institution to augment the faculty by giving them an 
opportunity to attend faculty development programs. 
already the initiative of aicte atal fdp is great as 
they have conducted numerous online fdp's which 
enhanced the faculty members' learning during 
the pandemic. even though students learn through 
online interactions with the teachers and get valuable 
inputs from them, it gives them placement readiness 
and virtual learning satisfaction. other factors like 
teacher cohesion and leverage of technology did not 
contribute to placement readiness directly, however, 
it indirectly influenced the students. from the 
results of the pearson correlation, all the hypotheses 
were proved. online or offline classes, students 
satisfaction and development is in the hands of the 
teaching faculty. the education management of any 
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institution and the administrators should be very 
keen on developing the faculty's knowledge for the 
furtherance of the students. 

Scope for Futuristic Research 
Students from various cities shall be examined 
empirically using the questionnaire, and a comparison 
of online learning and placement readiness shall 
be interpreted. presently this study has collected 
data only from tiruchirapalli, which is a tier ii city. 
the tier i and tier ii cities, shall be studied, and 
managerial suggestions shall be given accordingly in 
future studies. 
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Introduction
Studies have evidenced that higher education 
institutions (heis) play an important role in promoting 
regional economic development (lehmann, 2015). 
the concept of ‘academic entrepreneurship’ 
(lehmann et al., 2020), which Sandstrom et al. 
(2018) defined as venture creation from research 
in educational institutions, has been accepted to be 
important. thus, education institutions' role from 
academic knowledge centres and creators of human 
capital (audrestsch & lehmann, 2005) has changed 
to platforms for policymakers to promote innovation 
and growth (Sandstrom et al., 2018). in this context, 
higher education institutions are now seen as 
centres for developing entrepreneurial behaviours 
(cunningham et al., 2019). 

given the role of heis in entrepreneurship, 
it is important to understand to what extent 
these institutions are capable of influencing 
the preparedness of their students to engage 
in entrepreneurship activities. it is also equally 
important to understand how it influences a 
students' perception of easiness or difficulty in 
engaging in entrepreneurial activity. an educational 
institution can influence the students' preparedness 
for entrepreneurship and their understanding of 
its difficulty in two ways - through the institutional 
support it provides and the curriculum through 
which education and skills are imparted. the present 
study attempts to identify the effect of higher 
education institutions’ internal environment on the 
entrepreneurial readiness and perceived behaviour 
control of undergraduate students in Kerala. thus 
the study hypothesised that the higher education 
institutions influence the perceived behaviour 
control and entrepreneurial readiness of the 
students. it is also hypothesised that the perceived 
behaviour control influences the entrepreneurial 
readiness of the students. if evidence provides 
support to the hypothesised relations, the study can 
add to the existing literature that a carefully designed 
curriculum and institutional support can positively 
affect the perception of students on undertaking 
businesses successfully and thereby preparing them 
for a successful entrepreneurship career ahead. 

2. Theoretical Framework development 
and Measurement of Constructs
2.1. Entrepreneurial Readiness
the readiness to entrepreneurship is an individual’s 
cognitive competence and entrepreneurial 
willingness towards a venture creation (lau et al., 
2012). ruiz et al. (2016) defined entrepreneurial 
readiness as the convergence of personal traits that 
differentiate individuals based on their creative and 
productive potential to deploy their capability for 
self-achievement. ajzen (1991) considered it as a 
person’s willingness to carry out a certain behaviour. 
the determinants of entrepreneurial readiness 
consist of sociological, psychological, and business 
management factors (coduras, Saiz-alvares, & 
ruiz, 2016) but Baringer & ireland (2008) proposed 
entrepreneurial opportunity and entrepreneurial 
intention as the determinants of entrepreneurial 
readiness. a number of studies have identified various 
factors as components of entrepreneurial readiness. 
Based on the studies of Barringer & ireland (2015), 
choo & Wong (2006), mcclelland (1961), mitchell et 
al. (2002), olugbola (2017), Shane & venkataraman  
(2000), and Souitaris et al. (2007), the present study 
defines the major components of entrepreneurial 
readiness as Opportunity identification (Barringer 
& ireland, 2015; mitchell et al., 2002), Motivation 
(choo & Wong, 2006; mcclelland, 1961), Resource 
utilisation (mosakowski (1998) & Wu (2007)) and 
Entrepreneurial ability (Souitaris et al., 2007).

2.2. Perceived Behaviour Control
perceived behaviour control (pBc) means an 
individual’s perception of the easiness or difficulty 
of performing a behaviour of interest (ajzen, 1991). 
it is believed that one can start a venture by having 
the necessary resources and opportunities (Zhang 
et al., 2015). it is a measure of behavioural intention 
and the behaviour of oneself (ajzen, 1991). maes et 
al. (2014) found that internal and external control 
beliefs form pBc, which are linked to personal 
capabilities and situational control. researchers have 
varied views about pBc, and some of them (Krueger 
et al., 2000; Kolvereid & isaksen, 2006) suggested 
that pBc and self-efficacy (Bandura, 1977) are similar 
constructs. on the other hand, armitage & conner 
(2001) and Kraft et al. (2005) suggested that pBc 
has two components: self-efficacy and perceived 
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Introduction
Studies have evidenced that higher education 
institutions (heis) play an important role in promoting 
regional economic development (lehmann, 2015). 
the concept of ‘academic entrepreneurship’ 
(lehmann et al., 2020), which Sandstrom et al. 
(2018) defined as venture creation from research 
in educational institutions, has been accepted to be 
important. thus, education institutions' role from 
academic knowledge centres and creators of human 
capital (audrestsch & lehmann, 2005) has changed 
to platforms for policymakers to promote innovation 
and growth (Sandstrom et al., 2018). in this context, 
higher education institutions are now seen as 
centres for developing entrepreneurial behaviours 
(cunningham et al., 2019). 

given the role of heis in entrepreneurship, 
it is important to understand to what extent 
these institutions are capable of influencing 
the preparedness of their students to engage 
in entrepreneurship activities. it is also equally 
important to understand how it influences a 
students' perception of easiness or difficulty in 
engaging in entrepreneurial activity. an educational 
institution can influence the students' preparedness 
for entrepreneurship and their understanding of 
its difficulty in two ways - through the institutional 
support it provides and the curriculum through 
which education and skills are imparted. the present 
study attempts to identify the effect of higher 
education institutions’ internal environment on the 
entrepreneurial readiness and perceived behaviour 
control of undergraduate students in Kerala. thus 
the study hypothesised that the higher education 
institutions influence the perceived behaviour 
control and entrepreneurial readiness of the 
students. it is also hypothesised that the perceived 
behaviour control influences the entrepreneurial 
readiness of the students. if evidence provides 
support to the hypothesised relations, the study can 
add to the existing literature that a carefully designed 
curriculum and institutional support can positively 
affect the perception of students on undertaking 
businesses successfully and thereby preparing them 
for a successful entrepreneurship career ahead. 

2. Theoretical Framework development 
and Measurement of Constructs
2.1. Entrepreneurial Readiness
the readiness to entrepreneurship is an individual’s 
cognitive competence and entrepreneurial 
willingness towards a venture creation (lau et al., 
2012). ruiz et al. (2016) defined entrepreneurial 
readiness as the convergence of personal traits that 
differentiate individuals based on their creative and 
productive potential to deploy their capability for 
self-achievement. ajzen (1991) considered it as a 
person’s willingness to carry out a certain behaviour. 
the determinants of entrepreneurial readiness 
consist of sociological, psychological, and business 
management factors (coduras, Saiz-alvares, & 
ruiz, 2016) but Baringer & ireland (2008) proposed 
entrepreneurial opportunity and entrepreneurial 
intention as the determinants of entrepreneurial 
readiness. a number of studies have identified various 
factors as components of entrepreneurial readiness. 
Based on the studies of Barringer & ireland (2015), 
choo & Wong (2006), mcclelland (1961), mitchell et 
al. (2002), olugbola (2017), Shane & venkataraman  
(2000), and Souitaris et al. (2007), the present study 
defines the major components of entrepreneurial 
readiness as Opportunity identification (Barringer 
& ireland, 2015; mitchell et al., 2002), Motivation 
(choo & Wong, 2006; mcclelland, 1961), Resource 
utilisation (mosakowski (1998) & Wu (2007)) and 
Entrepreneurial ability (Souitaris et al., 2007).

2.2. Perceived Behaviour Control
perceived behaviour control (pBc) means an 
individual’s perception of the easiness or difficulty 
of performing a behaviour of interest (ajzen, 1991). 
it is believed that one can start a venture by having 
the necessary resources and opportunities (Zhang 
et al., 2015). it is a measure of behavioural intention 
and the behaviour of oneself (ajzen, 1991). maes et 
al. (2014) found that internal and external control 
beliefs form pBc, which are linked to personal 
capabilities and situational control. researchers have 
varied views about pBc, and some of them (Krueger 
et al., 2000; Kolvereid & isaksen, 2006) suggested 
that pBc and self-efficacy (Bandura, 1977) are similar 
constructs. on the other hand, armitage & conner 
(2001) and Kraft et al. (2005) suggested that pBc 
has two components: self-efficacy and perceived 
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controllability. Self-efficacy (internal factor) means 
one’s ability or confidence to perform the behaviour. 
perceived controllability is an external force, and 
hence it shows one's ability to execute the behaviour. 
vamvaka et al. (2020) opined that perceived 
controllability includes resources, opportunities 
and potential barriers. perceived behaviour control 
is an antecedent of a person’s behaviour readiness 
(vamvaka et al., 2020) of starting a business in future. 
the present study adopts the definition of perceived 
behaviour control developed in the studies of ajzen 
(1991), linan & chen (2009) and vamvaka et al. 
(2020). Based on vamvaka et al. (2020), perceived 
behaviour control is composed of Perceived difficulty 
(guerrero et al., 2009; Kolvereid, 1996), Perceived 
confidence (guerrero et al., 2009; grundsten, 2004; 
vamvaka et al., 2020), and Perceived controllability 
(linan & chen, 2009; Kolverreid, 1996).

2.3. Role of Higher Education Institutions
turker & Secuk (2009) identified that institutional 
support to entrepreneurship relates to the policies, 
regulations and programmes that are implemented 
to support entrepreneurship. higher education 
institutions play the role of a catalyst in providing 
support and encouragement to the creative potential 
of their students (alencar et al., 2017). Saeed et 
al. (2015) suggested that institutional support, 
supplemented by concept development support 
and business development support, can play a vital 
role to shape students' entrepreneurial self-efficacy. 
in lehmann (2015), heis were identified as capable 
of playing the role of key agents in promoting 
competitiveness. audretsch & lehmann (2005) 
argued that the role of higher education institutions 
have changed from that of generators of academic 
knowledge to that of vehicles to promote growth 
and innovation. consequently, institutions become 
key role players in contributing to economic growth 
and aiding entrepreneurial behaviours (guerrero, 
cunningham, & urbano, 2015). colombo et al. (2019) 
identified that in the 'entrepreneurial ecosystems', 
which specifies how entrepreneurs interact with 
their environment, heis could play an anchor role. 
it is because heis, on the one hand, contribute to 
the advancement of science and technology, and 
on the other hand, they play a leadership role by 
creating entrepreneurial thinking (hayter, 2016). the 
internal dimensions of higher education institutions 

in this regard are important (lehmann et al., 
2020). the present study defines the role of heis 
to be composed of Institutional support, based on 
alencar et al. (2017), Saeed et al. (2015), and turker 
& Selcuk (2009), and curriculum, based on garavan 
& o’cinneide (1994), moses & akinbode (2014), and 
Keat et al. (2011). 

3. Hypotheses formulation
higher education institutions can provide a catalytic 
effect to encourage the creative potential of students 
(alencar et al., 2017). Saeed et al. (2015) provided 
evidence that the educational support provided 
by the institutions can shape the entrepreneurial 
efficacy of students. the curriculum designed by the 
institutions should satisfy the students as well as the 
industry requirements (pittaway et al., 2009), which 
in turn, would enhance the competencies needed for 
an entrepreneur (Bager, 2011). moses & akinbode 
(2014) and mahajar & Yunus (2012) also argued that 
entrepreneurship education through curriculum 
would impact the students’ entrepreneurial skills. 
thus, the students can gain in their readiness to 
select entrepreneurship as a career choice. it can, 
in turn, affect the way in which students perceive 
the level of easiness with which they can succeed in 
business. Based on the evidence from the literature, 
the following hypotheses were formulated:

 H1: Higher education institutions have a 
significant positive effect on perceived behaviour 
control of students

 H2: Higher education institutions have a 
significant positive effect on the entrepreneurial 
readiness of students

 H3: Perceived behaviour control has a significant 
positive effect on the entrepreneurial readiness 
of students

4. Methodology
the study intends to identify the effect of higher 
education institutions on entrepreneurial readiness 
and perceived behaviour control of undergraduate 
students in Kerala. thus, the constructs in this 
study include entrepreneurial readiness, perceived 
behaviour control, and the role of higher education 
institutions. the undergraduate students’ 
entrepreneurial readiness was developed as a higher-



90 / Makesh K. G. and Vineesh A. K.

 Journal of Management & Entrepreneurship, 16 (1), 2022: 87-98

order latent construct composed of four lower-order 
components – opportunity identification, motivation, 
resource utilisation, and entrepreneurial ability 
(Barringer & ireland, 2015, and mitchell et al., 2002). 
opportunity identification was measured using the 
indicators developed by Baron (2004) and davidsson 
& honig (2003) and consisted of a four-item scale. it 
captures the ability of students to identify successful 
business opportunities and convert an opportunity 
to a successful business (Shane & venkataraman, 
2000). the motivation was measured using the 
items developed by choo & Wong (2006), coduras 
et al. (2016), and olugbola (2017) and consisted 
of a three-item scale. it is the individual’s desire to 
perform a directed behaviour (mcclelland, 1961) 
and profit motive (choo and Wong, 2006). resource 
utilisation was measured using items developed by 
mosakowski (1998), olugbola (2017) and Seun & 
Kalsom (2015) and consisted of a four-item scale. it 
captures the ability to use resources in business (Wu, 
2007). entrepreneurial ability was measured using 
the items developed by Barringer & ireland (2015), 
gruber (2004), and Zahra (2011) and consisted of a 
four-item scale. all items were anchored on a five-
point likert-type scale (1= strongly disagree to 1= 
strongly agree).

the second construct, perceived behaviour control, 
was developed as a higher-order latent construct 
composed of three lower-order components – 
perceived difficulty, perceived confidence, and 
perceived controllability (Kolvereid, 1996; vamvaka 
et al., 2020; and linan & chen, 2009). the perceived 
difficulty was measured using items developed 
by guerrero et al. (2009) and Kolvereid (1996) 
and consisted of a two-item scale. it captures the 
perception of how easy it is to pursue and manage a 
business. perceived confidence was measured using 
items developed by guerrero et al. (2009), grundsten 
(2004), and vamvaka et al. (2020) and consisted of a 
four-item scale. it captures how the respondents are 
confident of their own skills to succeed in business. 
perceived controllability was measured using items 
developed by linan & chen (2009) and Kolvereid 
(1996) and consisted of a three-item scale. it captures 
the extent to which the respondent believes the 
external environment of doing business was under 
their control. all items were anchored on a five-point 
likert-type scale (1= strongly disagree to 1= strongly 
agree).

the third construct role of higher education 
institutions, was developed as a higher-order latent 
construct composed of two lower-order components 
- institutional support and curriculum (alencar et 
al., 2017; garavan & o’cinneide, 1994; and Keat et 
al., 2011). institutional support was measured using 
items developed by alencar et al. (2017), Saeed et al. 
(2015) and turker & Selcuk (2009) and consisted of a 
four-item scale. it captures the role of the institutions 
in developing and nurturing entrepreneurial 
creativity among students. the curriculum was 
measured using items developed by garavan & 
o'cinneide (1994), moses & akinbode (2014), Keat 
et al. (2011), and Zegeye (2013), and consisted of a 
four-item scale. it captures the students' opinion on 
whether the curriculum is capable of accommodating 
the changing needs of business and involves real-life 
case-based learning tools. all items were anchored 
on a five-point likert-type scale (1= strongly disagree 
to 1= strongly agree).

the study was conducted across the arts and sciences 
colleges in Kerala. there are sixty-six government 
colleges and 163 aided colleges in the arts and 
science category in Kerala. the state is divided into 
five administrative zones on a geographical basis 
for the regulation of aided colleges. to ensure 
geographic representation across the state of Kerala, 
three aided colleges from each of the five zones and 
one government college from five districts were 
selected as samples. a total of fifteen aided colleges 
and five government colleges formed the sample for 
the study. fifteen students from each of the selected 
colleges formed the respondents for the study. a 
survey questionnaire was developed and employed 
to collect the students' perceptions of the constructs 
under study. the data were collected only from the 
final year undergraduate students since they have the 
highest level of academic experience and exposure to 
curriculum and learning. With 225 students from the 
aided colleges and 75 students from the government 
colleges, the intended total sample size was 300. 
Sample departments were randomly selected based 
on the number of arts and science departments in 
each college. from the selected departments, final 
year students were approached for data collection. 
Based on their willingness to respond, qualified 
students were identified for sample selection. a total 
of 309 students completed the survey. however, 
only 276 (89 per cent) responses were identified 
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order latent construct composed of four lower-order 
components – opportunity identification, motivation, 
resource utilisation, and entrepreneurial ability 
(Barringer & ireland, 2015, and mitchell et al., 2002). 
opportunity identification was measured using the 
indicators developed by Baron (2004) and davidsson 
& honig (2003) and consisted of a four-item scale. it 
captures the ability of students to identify successful 
business opportunities and convert an opportunity 
to a successful business (Shane & venkataraman, 
2000). the motivation was measured using the 
items developed by choo & Wong (2006), coduras 
et al. (2016), and olugbola (2017) and consisted 
of a three-item scale. it is the individual’s desire to 
perform a directed behaviour (mcclelland, 1961) 
and profit motive (choo and Wong, 2006). resource 
utilisation was measured using items developed by 
mosakowski (1998), olugbola (2017) and Seun & 
Kalsom (2015) and consisted of a four-item scale. it 
captures the ability to use resources in business (Wu, 
2007). entrepreneurial ability was measured using 
the items developed by Barringer & ireland (2015), 
gruber (2004), and Zahra (2011) and consisted of a 
four-item scale. all items were anchored on a five-
point likert-type scale (1= strongly disagree to 1= 
strongly agree).

the second construct, perceived behaviour control, 
was developed as a higher-order latent construct 
composed of three lower-order components – 
perceived difficulty, perceived confidence, and 
perceived controllability (Kolvereid, 1996; vamvaka 
et al., 2020; and linan & chen, 2009). the perceived 
difficulty was measured using items developed 
by guerrero et al. (2009) and Kolvereid (1996) 
and consisted of a two-item scale. it captures the 
perception of how easy it is to pursue and manage a 
business. perceived confidence was measured using 
items developed by guerrero et al. (2009), grundsten 
(2004), and vamvaka et al. (2020) and consisted of a 
four-item scale. it captures how the respondents are 
confident of their own skills to succeed in business. 
perceived controllability was measured using items 
developed by linan & chen (2009) and Kolvereid 
(1996) and consisted of a three-item scale. it captures 
the extent to which the respondent believes the 
external environment of doing business was under 
their control. all items were anchored on a five-point 
likert-type scale (1= strongly disagree to 1= strongly 
agree).

the third construct role of higher education 
institutions, was developed as a higher-order latent 
construct composed of two lower-order components 
- institutional support and curriculum (alencar et 
al., 2017; garavan & o’cinneide, 1994; and Keat et 
al., 2011). institutional support was measured using 
items developed by alencar et al. (2017), Saeed et al. 
(2015) and turker & Selcuk (2009) and consisted of a 
four-item scale. it captures the role of the institutions 
in developing and nurturing entrepreneurial 
creativity among students. the curriculum was 
measured using items developed by garavan & 
o'cinneide (1994), moses & akinbode (2014), Keat 
et al. (2011), and Zegeye (2013), and consisted of a 
four-item scale. it captures the students' opinion on 
whether the curriculum is capable of accommodating 
the changing needs of business and involves real-life 
case-based learning tools. all items were anchored 
on a five-point likert-type scale (1= strongly disagree 
to 1= strongly agree).

the study was conducted across the arts and sciences 
colleges in Kerala. there are sixty-six government 
colleges and 163 aided colleges in the arts and 
science category in Kerala. the state is divided into 
five administrative zones on a geographical basis 
for the regulation of aided colleges. to ensure 
geographic representation across the state of Kerala, 
three aided colleges from each of the five zones and 
one government college from five districts were 
selected as samples. a total of fifteen aided colleges 
and five government colleges formed the sample for 
the study. fifteen students from each of the selected 
colleges formed the respondents for the study. a 
survey questionnaire was developed and employed 
to collect the students' perceptions of the constructs 
under study. the data were collected only from the 
final year undergraduate students since they have the 
highest level of academic experience and exposure to 
curriculum and learning. With 225 students from the 
aided colleges and 75 students from the government 
colleges, the intended total sample size was 300. 
Sample departments were randomly selected based 
on the number of arts and science departments in 
each college. from the selected departments, final 
year students were approached for data collection. 
Based on their willingness to respond, qualified 
students were identified for sample selection. a total 
of 309 students completed the survey. however, 
only 276 (89 per cent) responses were identified 
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to be used for data analysis. approximately 57 per 
cent of students were females. forty-one per cent of 
students belonged to the science stream, thirty-six 
to the commerce and management stream and the 
remaining to the arts stream. the relations between 
the constructs were analysed through structural 
equation modelling. the model assessment was 
performed using SmartplS version 3.0.

5. Data Analysis and Results
the entire data collected from the respondents 
were examined for missing values and outliers. 
examination of data revealed some cases of missing 
values, which were removed list-wise. outliers in 
data are considered to be extreme values that fall 
outside the expected population values for a single 
variable (tabachnick & fidell, 2013). if outliers are 
not identified and managed, it can severely distort 
the estimation of parameters, and thereby, the 
validity of the study (carter, Schwertman, & Kiser, 
2009). the study has employed z-scores to detect 
univariate outliers, with items falling above ± 1.96 
considered outliers (grove, Burns, & gray, 2013) 
and are removed from the final data set. univariate 
normality of data was also examined to identify 
whether the data followed normal distribution 
characteristics. Skewness and kurtosis values were 
computed using SpSS version 25.0. it was found that 
the values were within ± 1.00 in all cases, proving 
that the data followed a normal distribution. the 
analysis of relations between constructs was done 
in two stages: (1) measurement model evaluation 
and (2) Structural model assessment. the minimum 
sample size required (hair, ringle, & Sarstedt, 2011) 
to perform structural equation modelling analysis 
was examined using g*power. the minimum sample 
size was computed to be 102, and the actual sample 
used for analysis is 276, which is adequate. 

5.1. Measurement Model Evaluation 
after the removal of outliers, a measurement 
model was performed to ensure that the data were 
reliable and valid. the constructs were identified 
as reflective in nature, and the hierarchical order 
of the components was measured using latent 
variable scores through a two-stage approach. the 
measurement model was evaluated through a 
confirmatory factor analysis by ensuring that the 
constructs and their measures exhibit construct 

reliability (internal consistency), convergent validity 
and discriminant validity. Construct reliability is 
a measure of the quality of construct, and shows 
the stability of measurement (Sekaran & Bougie, 
2010), and is measured by cronbach’s alpha 
(cronbach, 1951) and composite reliability (Janadari, 
Subramaniam, & Wei, 2016). it is seen that for all 
components, computed values of cronbach’s alpha 
are above the minimum value (0.70) recommended 
by nunnally and Bernstein (1994) for reliability. the 
computed composite reliability values are above 
0.60, recommended by henseler & Sarstedt (2013) 
and below the threshold limit (0.95) recommended 
by drolet & morrison (2001). thus the reliability of 
the measurement model is established. Convergent 
validity is a measure of the accuracy of a measure, 
truly representing a concept (Zikmund et al., 2013), 
and is measured by item loadings and average 
variance extracted (ave) (hair et al., 2014). 
item loadings for all indictors on its respective 
component factors are above the minimum of 0.708 
recommended by hair et al. (2017). ave for all 
components is above 0.50, as recommended by hair 
et al. (2017). hence convergent validity is established. 
tables 1, 2 and 3 give the reliability and convergent 
validity results. Discriminant validity is a measure 
to which a construct is truly distinct from all other 
constructs (hair et al., 2017) and do not correlate 
highly with other constructs (campbell, 1960). it is 
measured using fornell-larcker criterion (fornell & 
larcker, 1981). the computed f-l criterion values 
of each component are less than the correlation of 
that component with all other components (table 4). 
Since the criterion satisfies the prescribed conditions 
recommended by fornell & larcker (1981) and hair 
et al. (2014), it is concluded that the model possesses 
discriminant validity. Since it was confirmed that the 
model satisfies all the requirements of reliability and 
validity, the structural model is assessed (chin, 2010). 

Table 1: Measurement Model Stage 1 (Perceived Behaviour Control)

components & it’s 
indicators Loadings

compos-
ite

reliability
AvE

cron-
bach’s 
alpha

Perceived difficulty
easy to Keep business  
viable 0.884

0.740 0.705 0.732
easy to pursue  
entrepreneurship 0.793
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Perceived confidence
High chance of suc-
cess in business 0.781

0.744 0.710 0.741

Skills and capabilities 
of entrepreneur 0.814

confidence to suc-
ceed in business 0.892

Start a firm and keep 
it viable 0.879

Perceived  
controllability
control creation 
process of firm 0.860

0.722 0.683 0.717
few events to prevent 
from entrepreneur-
ship

0.871

complete control over 
the situation 0.742

Table 2: Measurement Model Stage 1  
(Higher Educational Institutions)

components & it’s 
indicators Loadings

compos-
ite

reliability
AvE

cron-
bach’s 
alpha

Institutional support
help to nurture 
creativity 0.864

0.779 0.753 0.737
improve social skills 0.822
inspire venture 
planning 0.889

entrepreneurship 
training & support 0.895

Curriculum
update to accom-
modate business 
environment

0.784

0.791 0.754 0.746
enhance learning 
experience 0.888

case-based learning 
experience 0.804

create entrepreneuri-
al attitude 0.850

Table 3: Measurement Model Stage 1 (Entrepreneurial Readiness)

components & it’s 
indicators Loadings

compos-
ite

reliability
AvE

cron-
bach’s 
alpha

Opportunity Identi-
fication
Find successful 
opportunity 0.823

0.710 0.667 0.704

convert opportunity 
to business 0.778

Search for business 
than job 0.809

linkages to start 
business 0.853

Motivation

desire to start 
business 0.778

0.752 0.721 0.742desire to succeed in 
business 0.903

desire to be self-suf-
ficient 0.861

Resource Utilisation
own resources to run 
business 0.913

0.743 0.709 0.721nurtured ability to 
use resources 0.818

Secure finance and 
credit 0.791

Entrepreneurial 
ability
Shape conditions to 
benefit business 0.818

0.711 0.655 0.702

abilities help to run 
business 0.797

develop successful 
business plans 0.786

manage teams to use 
resources 0.835

Table 4: Measurement Model Stage 1: Fornell-Larcker Criterion

compo-
nents (1) (2) (3) (4) (5) (6) (7) (8) (9)

institu-
tional 
support 
(1)

0.868

curricu-
lum (2)

0.353 0.809

per-
ceived 
difficulty 
(3)

0.397 0.446 0.840

per-
ceived 
confi-
dence 
(4) 

0.408 0.496 0.453 0.843

per-
ceived 
control-
lability 
(5)

0.405 0.363 0.389 0.408 0.826

oppor-
tunity 
identi-
fication 
(6)

0.49 0.36 0.52 0.413 0.49 0.817

motiva-
tion (7)

0.481 0.382 0.487 0.369 0.384 0.443 0.785

Re-
source 
utiliza-
tion (8)

0.482 0.516 0.476 0.475 0.351 0.447 0.489 0.842

entre-
pre-
neurial 
ability 
(9)

0.404 0.416 0.353 0.355 0.496 0.442 0.457 0.45 0.809
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Perceived confidence
High chance of suc-
cess in business 0.781

0.744 0.710 0.741

Skills and capabilities 
of entrepreneur 0.814

confidence to suc-
ceed in business 0.892

Start a firm and keep 
it viable 0.879

Perceived  
controllability
control creation 
process of firm 0.860

0.722 0.683 0.717
few events to prevent 
from entrepreneur-
ship

0.871

complete control over 
the situation 0.742

Table 2: Measurement Model Stage 1  
(Higher Educational Institutions)

components & it’s 
indicators Loadings

compos-
ite

reliability
AvE

cron-
bach’s 
alpha

Institutional support
help to nurture 
creativity 0.864

0.779 0.753 0.737
improve social skills 0.822
inspire venture 
planning 0.889

entrepreneurship 
training & support 0.895

Curriculum
update to accom-
modate business 
environment

0.784

0.791 0.754 0.746
enhance learning 
experience 0.888

case-based learning 
experience 0.804

create entrepreneuri-
al attitude 0.850

Table 3: Measurement Model Stage 1 (Entrepreneurial Readiness)

components & it’s 
indicators Loadings

compos-
ite

reliability
AvE

cron-
bach’s 
alpha

Opportunity Identi-
fication
Find successful 
opportunity 0.823

0.710 0.667 0.704

convert opportunity 
to business 0.778

Search for business 
than job 0.809

linkages to start 
business 0.853

Motivation

desire to start 
business 0.778

0.752 0.721 0.742desire to succeed in 
business 0.903

desire to be self-suf-
ficient 0.861

Resource Utilisation
own resources to run 
business 0.913

0.743 0.709 0.721nurtured ability to 
use resources 0.818

Secure finance and 
credit 0.791

Entrepreneurial 
ability
Shape conditions to 
benefit business 0.818

0.711 0.655 0.702

abilities help to run 
business 0.797

develop successful 
business plans 0.786

manage teams to use 
resources 0.835

Table 4: Measurement Model Stage 1: Fornell-Larcker Criterion

compo-
nents (1) (2) (3) (4) (5) (6) (7) (8) (9)

institu-
tional 
support 
(1)

0.868

curricu-
lum (2)

0.353 0.809

per-
ceived 
difficulty 
(3)

0.397 0.446 0.840

per-
ceived 
confi-
dence 
(4) 

0.408 0.496 0.453 0.843

per-
ceived 
control-
lability 
(5)

0.405 0.363 0.389 0.408 0.826

oppor-
tunity 
identi-
fication 
(6)

0.49 0.36 0.52 0.413 0.49 0.817

motiva-
tion (7)

0.481 0.382 0.487 0.369 0.384 0.443 0.785

Re-
source 
utiliza-
tion (8)

0.482 0.516 0.476 0.475 0.351 0.447 0.489 0.842

entre-
pre-
neurial 
ability 
(9)

0.404 0.416 0.353 0.355 0.496 0.442 0.457 0.45 0.809
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5.2. Structural Model Assessment 
Since the structural model presents the relations 
or paths between the constructs, its assessment 
helps to determine the model's capability to predict 
the outcome construct (hair et al., 2017). the 
structural equation model was based on the partial 
least squares method, and hence, the focus is on 
the assessment of the model's predictive capability 
(Janadari, Subramaniam, & Wei, 2016). thus, the 
structural model path coefficients, coefficient of 
determination (r2), and predictive relevance (Q2) 
of the model are assessed. tables 5 and 6 gives the 
results. the relation (path coefficient) from the role of 
higher education institutions to perceived behaviour 
control has a value of 0.472, showing a high positive 
relation which is statistically significant (t = 8.043; 
p < 0.001). the relation from higher education 
institutions to entrepreneurial readiness has a low 
value of 0.063, showing a very low relation which 
is statistically not significant (t = 1.094; p = 0.277). 
the relation from perceived behaviour control to 
entrepreneurial readiness has a value of 0.512, 
showing a high positive relation which is statistically 
significant (t = 14.165; p < 0.001). though the direct 
effect of heis on entrepreneurial readiness (path 
coefficient = 0.063) is not significant, it is important 
to examine two more effects – (i)  indirect effect of 
heis through the mediator (perceived behaviour 
control) on entrepreneurial readiness; and (ii) total 
effect of heis on entrepreneurial readiness, which is 
the sum of the direct effect and indirect effect. the 
indirect effect (heis  perceived Behaviour control 
 entrepreneurial readiness) is the product of two 
direct relations (heis  perceived Behaviour control) 
and (perceived Behaviour control  entrepreneurial 
readiness). the indirect effect is found to be 0.242. 
the total effect (sum of the indirect effect of heis 
on entrepreneurial readiness through perceived 
behaviour control and the direct effect) is found to 
be 0.305. the results are given in table 6. thus it can 
be concluded that though heis do not directly affect 
entrepreneurial readiness, the total effect is quite 
high, indicating the relevance of heis in explaining 
entrepreneurial readiness. 

Table 5: Structural Model: Path Coefficients

paths path coeffi-
cients t-static p value

Role of HEIs  
perceived Behaviour control 0.472 8.043 < 0.001

Role of HEIs   
entrepreneurial readiness 0.063 1.094 0.277

perceived Behaviour  
control   
entrepreneurial readiness

0.512 14.165 < 0.001

Table 6: Direct, indirect and Total Effects

effects paths path coefficients

direct Role of HEIs  entrepreneurial 
Readiness 0.063

indirect 

Role of HEIs  perceived Behav-
iour control 0.472

perceived Behaviour control 
entrepreneurial readiness 0.512

Specific 
indirect

(Role of HEIs  perceived 
Behavi our control) * (perceived 
Behaviour control entrepre-
neurial readiness)

0.242

Total 

(Role of HEIs  entrepreneurial 
readiness) + [(role of heis  
perceived Behaviour control) 
* (perceived Behaviour control 
entrepreneurial readiness)]

0.305

coefficient of determination (r2) is a measure of the 
model's predictive accuracy, showing the amount 
of variance in the predicted construct explained 
by its related predictors. the r2 value of perceived 
behaviour control is 0.527, meaning that 52.7 per 
cent of the variance in perceived behaviour control 
is explained by its predictor (heis) and is statistically 
significant (t = 15.167; p < 0.001). the r2 value of 
entrepreneurial readiness is 0.403, meaning that 40.3 
per cent of the variance in entrepreneurial readiness 
is explained by its predictors (heis and perceived 
behaviour control) and is statistically significant (t 
= 8.711; p < 0.001). as recommended by henseler 
et al. (2009), the predictive accuracy of perceived 
behaviour control is moderate (above 0.50), while 
the predictive accuracy of entrepreneurial readiness 
is weak (between 0.25 and 0.50). in addition to 
predictive accuracy (r2), Stone-geisser’s Q2 value 
(geisser, 1974; Stone, 1974) measures the model's 
predictive relevance. it measures how accurately the 
model predicts the values of the indicators in the 
measurement model and has to be larger than zero 
(hair et al., 2017). the computed values of predictive 
relevance of perceived behaviour control is 0.473 
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and of entrepreneurial readiness is 0.297, which 
implies that the model has good predictive relevance 
for both constructs. results are given in table 7. 
thus, the structural model assessment results prove 
that the effect of higher education institutions on 
entrepreneurial readiness is fully mediated by the 
perceived behaviour control of the students. 

Table 7: Structural Model: R2 and Q2

paths R2 t-static p value Q2

perceived Behaviour 
control 0.527 15.167 < 0.001 0.473

entrepreneurial read-
iness 0.403 8.711 < 0.001 0.297

6. Hypotheses testing
Based on the results of the structural model 
assessment, since the path coefficients from heis to 
perceived behaviour control is statistically significant 
(path = 0.472; t = 8.043; p < 0.001), the hypothesis 
H1: Higher education institutions have a significant 
positive effect on perceived behaviour control of 
students is supported.

test results show that the path coefficients from 
HEIs to entrepreneurial readiness is not statistically 
significant (path = 0.063; t = 1.094; p = 0.277). the 
hypothesis h2: Higher education institutions have 
a significant positive effect on entrepreneurial 
readiness of students is not supported.

the relation from perceived behaviour control to 
entrepreneurial readiness is found to be statistically 
significant (path coefficient = 0.512; t = 14.165; 
p < 0.001). hence the hypothesis h3: Perceived 
behaviour control has a significant positive effect on 
entrepreneurial readiness of students is supported.

7. Discussions
the study made an attempt to develop an 
entrepreneurial readiness model based on the role 
of higher education institutions and the perceived 
behaviour control of the undergraduate students in 
Kerala. the study found that the perceived behaviour 
control of undergraduate students consisted of 
three lower-order components: perceived difficulty, 
perceived confidence, and perceived controllability. 
While the students’ perceived difficulty measures 
how easy they believe starting and continuing a 

business is, perceived confidence measures how sure 
they are in believing that they can actually succeed in 
their entrepreneurial career. perceived controllability 
measures the students’ belief on how well they would 
be capable of controlling the creation of a business 
and how much control they would have over various 
business situations. the level of perceived behaviour 
control exhibited by the students was found to have 
a direct effect on the entrepreneurial readiness of 
the students. the entrepreneurial readiness of the 
students was identified to consist of opportunity 
identification, motivation, resource utilisation, 
and entrepreneurial ability. the study found that 
opportunity identification of the students meant 
their capability to identify a business opportunity and 
convert such opportunity to a successful business 
venture. their focus towards entrepreneurship 
rather than searching for a job and the linkages and 
relations they develop were components of their 
opportunity identification capability. the college 
students' motivation was reflected by their intense 
desire to start and succeed in business and their 
yearning to make profits and be self-sufficient. 
resource utilisation of the students was indicative 
of the possession of sufficient resources needed 
to start a business and the ability that they have 
nurtured within themselves to effectively utilise the 
business resources. entrepreneurial ability indicated 
their ability to shape the external conditions so as 
to benefit their business. it is also composed of the 
students' capability to develop successful business 
plans and use their team building skills to make 
efficient use of business resources. 

the major objective of the study was to identify 
whether the higher education institutions 
played a critical role in influencing the students' 
entrepreneurial readiness and their perceived 
behavioural control. the role of higher education 
institutions was composed of the institutional level 
support provided to the students and the curriculum 
delivered. institutional support was composed of 
the institutions' role in helping the students nurture 
creative and innovative skills so that they can use 
these skills to pursue entrepreneurship careers. the 
development and refinement of students' social 
skills, which would help them interact better with 
the external business stakeholders, was also part 
of the institutional support. the level to which the 
educational institutions could inspire the students 
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and of entrepreneurial readiness is 0.297, which 
implies that the model has good predictive relevance 
for both constructs. results are given in table 7. 
thus, the structural model assessment results prove 
that the effect of higher education institutions on 
entrepreneurial readiness is fully mediated by the 
perceived behaviour control of the students. 

Table 7: Structural Model: R2 and Q2

paths R2 t-static p value Q2

perceived Behaviour 
control 0.527 15.167 < 0.001 0.473

entrepreneurial read-
iness 0.403 8.711 < 0.001 0.297

6. Hypotheses testing
Based on the results of the structural model 
assessment, since the path coefficients from heis to 
perceived behaviour control is statistically significant 
(path = 0.472; t = 8.043; p < 0.001), the hypothesis 
H1: Higher education institutions have a significant 
positive effect on perceived behaviour control of 
students is supported.

test results show that the path coefficients from 
HEIs to entrepreneurial readiness is not statistically 
significant (path = 0.063; t = 1.094; p = 0.277). the 
hypothesis h2: Higher education institutions have 
a significant positive effect on entrepreneurial 
readiness of students is not supported.

the relation from perceived behaviour control to 
entrepreneurial readiness is found to be statistically 
significant (path coefficient = 0.512; t = 14.165; 
p < 0.001). hence the hypothesis h3: Perceived 
behaviour control has a significant positive effect on 
entrepreneurial readiness of students is supported.

7. Discussions
the study made an attempt to develop an 
entrepreneurial readiness model based on the role 
of higher education institutions and the perceived 
behaviour control of the undergraduate students in 
Kerala. the study found that the perceived behaviour 
control of undergraduate students consisted of 
three lower-order components: perceived difficulty, 
perceived confidence, and perceived controllability. 
While the students’ perceived difficulty measures 
how easy they believe starting and continuing a 

business is, perceived confidence measures how sure 
they are in believing that they can actually succeed in 
their entrepreneurial career. perceived controllability 
measures the students’ belief on how well they would 
be capable of controlling the creation of a business 
and how much control they would have over various 
business situations. the level of perceived behaviour 
control exhibited by the students was found to have 
a direct effect on the entrepreneurial readiness of 
the students. the entrepreneurial readiness of the 
students was identified to consist of opportunity 
identification, motivation, resource utilisation, 
and entrepreneurial ability. the study found that 
opportunity identification of the students meant 
their capability to identify a business opportunity and 
convert such opportunity to a successful business 
venture. their focus towards entrepreneurship 
rather than searching for a job and the linkages and 
relations they develop were components of their 
opportunity identification capability. the college 
students' motivation was reflected by their intense 
desire to start and succeed in business and their 
yearning to make profits and be self-sufficient. 
resource utilisation of the students was indicative 
of the possession of sufficient resources needed 
to start a business and the ability that they have 
nurtured within themselves to effectively utilise the 
business resources. entrepreneurial ability indicated 
their ability to shape the external conditions so as 
to benefit their business. it is also composed of the 
students' capability to develop successful business 
plans and use their team building skills to make 
efficient use of business resources. 

the major objective of the study was to identify 
whether the higher education institutions 
played a critical role in influencing the students' 
entrepreneurial readiness and their perceived 
behavioural control. the role of higher education 
institutions was composed of the institutional level 
support provided to the students and the curriculum 
delivered. institutional support was composed of 
the institutions' role in helping the students nurture 
creative and innovative skills so that they can use 
these skills to pursue entrepreneurship careers. the 
development and refinement of students' social 
skills, which would help them interact better with 
the external business stakeholders, was also part 
of the institutional support. the level to which the 
educational institutions could inspire the students 
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towards an entrepreneurship career and the training 
and support provided was also an important part of 
institutional support. the curriculum delivered in the 
institutions was identified to consist of frequent and 
relevant updating for accommodating the changing 
demands of the business environment. a higher level 
of learning experience delivered to the students with 
real-life business case discussions and the creation 
of an entrepreneurial attitude among students was 
found to be an essential part of the curriculum.    

the study found that there existed a weak and 
insignificant causal relation between higher education 
institutions and the entrepreneurial ability of the 
students. it is indicative of the fact that the learning 
environment in higher education institutions is not 
directly or closely capable of instilling the skills to 
identify business opportunities or to motivate them 
to pursue a business career. on the other hand, the 
study provided evidence that the higher education 
institutions had a positive and significant effect on 
the perceived behaviour control of the students. it 
means that the instructional deliberations could instil 
some insights into the students regarding the level of 
difficulty they would face in their business careers. 
the institutions also provided insights regarding the 
level to which the students could exercise control 
over the business environment. it was also found 
that the institutions were successful in instilling 
confidence among the students in their capabilities 
and skills to ensure success in business. the study 
also found that the perceived behaviour control of 
the students had a positive and significant effect 
on their entrepreneurial readiness. thus it can be 
inferred that the perceptions the students develop 
about the difficulties of succeeding in business and 
the confidence they develop, and the skills they learn 
to succeed in it had a positive effect on the ability 
of the students in identifying successful business 
opportunities and to make use of business resources 
effectively. 

8. Limitations and Directions for Future 
Research
though the concept of entrepreneurial readiness 
among students in higher education institutions 
is a widely discussed concept, there exist few 
evidences to suggest what factors exactly affect such 
readiness. the readiness of the students towards 

an entrepreneurial career may be considered to 
be a very subjective concept that can be based on 
abstract measures and influences. the present 
study has attempted to adopt a limited perspective 
of the determinants of entrepreneurial readiness 
among students. future studies may adopt a more 
comprehensive view of the causal effects of such 
readiness. Socio-economic and demographic profiles 
of the students may also shape the influencing 
factors that determine their entrepreneurial 
readiness. for example, a student from a business 
family background can be largely influenced towards 
business through an environment external to higher 
education institutions. considering the overarching 
significance of the topic, more studies need to be 
undertaken with a wider array of variables so as to 
develop deeper insights for policymakers.

9. Conclusion
the study found that though the role of higher 
education institutions in influencing the 
entrepreneurial readiness of the students is weak 
and insignificant, the indirect effect through 
perceived behaviour control is found to be 
significant. the study also revealed that the direct 
effect of higher education institutions on perceived 
behaviour control and the direct effect of perceived 
behaviour control on entrepreneurial readiness of 
college students was significant. the institutional 
support provided to the students and the curriculum 
were significant components of the role of heis 
in inculcating entrepreneurial preparedness. 
Strengthening linkages with industries and starting 
business incubators in all colleges could go a long 
way in enhancing the entrepreneurial readiness of 
the students. 
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Life expectancy, in India, was 41 years in 1960, which stands at 69.4 years in the year 2018, as 
per world Bank (2020). This improvement in life expectancy is due to enhanced standard of living 
and improved healthcare system in India. Generally, the age for retirement is 60 years, which 
means individuals would lead life after retirement with no regular income unless individual 
has appropriate investments to ensure adequate income. Hence it is important for individuals 
meticulously make financial plan for retirement. Most of the government and all of private 
sector do not provide for regular income, in the form of pension after retirement. Hence, is the 
responsibility of the individual to make appropriate investments during the period of employment. 
Financial security can ensure and enable individuals to enjoy the life after retirement. The financial 
stress reduces to a large extent if individual starts investing at an early age. Primarily, demographic 
factors and saving behavior has relevance in understanding the individual’s financial planning for 
retirement. The present study has considered predictor variables, namely age, gender, education, 
profession, size of the family, total earning members in the family, frequency of saving and advice 
for saving. The study is conducted in the Quilon City, Kerala. For the study primary data is collected 
using structured questionnaire. Google form was the medium to collect the data. Binary logistic 
regression is used to analyse influence of afore mentioned variables on individual’s act to take 
decision to make financial plan for retirement. The study revealed that age, profession, number of 
earning members in the family, frequency of saving and advice for saving has significant impact 
on individual’s initiative to plan for retirement. 
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INTRODUCTION
economic wellbeing of any economy depends to 
a large extent on the demography of the country. 
india’s median age in the year 2021 is expected to be 
28.34 years. hence we can say that india is a young 
nation with 64.2 percent of the population is in the 
age group of 15 to 59 years (population projections 
for india and States , 2020). this young population 
will gradually grow old and reach retirement age. 
retirement is defined as the time when one ceases 
to perform his or her main job and begins to receive 
pension income from public or private sources 
(o’rand & henretta, 1999). hence in retirement an 
individual does not have regular income and depends 
on the pension income. to have adequate pension 
income, people should have made adequate savings 
during their work life. 

if we look at general pension structure, most popularly 
it is made up of three pillars. first pillar is funded by 
government or unions; it is aimed at keeping poverty 
at bay. Second pillar is forced or occupational 
savings towards pension and third pillar is voluntary 
contribution pension account. (Willmore, 2000). in 
india, first pillar is nonexistent and second pillar is for 
organized sector and this forced saving may not be 
adequate to lead comfortable life after retirement. 
hence, for financial independence after retirement, 
an individual must voluntarily contribute to pension 
funds. as per report titled ‘population projections for 
india and States 2011-2016’, only eight percent of 
total employment is in formal sector, it means almost 
ninety percent of employment is in the informal 
sector (ministry of health and family Welfare, 
2020). therefore, it is essential that individuals 
make their personal financial plan for retirement. as 
per rBi’s report on household finance, 77 percent 
of the individuals to not do financial planning for 
retirement (indian household finance, 2017). if this 
young population, during their employment years, 
fail to make adequate financial plan for retirement, 
it would be worrisome situation to the government 
of the nation and to the individual personally. this 
paper is focused on understanding the influence of 
demographic factors financial plan for retirement.

retirement planning is a choice an individual need 
to make voluntarily. there is no law which makes it 
mandatory for an individual to make investments in 

the financial assets for financing the retired life (ng et 
al., 2011). it is important that financial plan is made 
for availability of financial resources after retirement, 
otherwise, it might lead to hardship and emotional 
stress in the old age. in many cases individual 
may need to continue to work after retirement. if 
individual makes financial plan for retirement early 
in life, he/she would have the advantage of saving 
small amount for adequate corpse at the time of 
retirement, due to compounding effect on the 
savings. 

DEMOGRAPHIC FACTORS 
demographic factors are associated to saving habits 
and making financial plan for retirement. individuals, 
at young age do not focus on saving as they feel it 
is the beginning of their professional life and there 
will be enough opportunity in the future to save 
for retirement.  and retirement seems to at very 
distant time in future to think about when they have 
other big ticket expenditure on their mind, such as 
purchasing car or a house. But as they grow old and 
their financial commitments start increasing. around 
the age of forty, they start thinking about saving for 
retirement and financial security after retirement 
(anbarasu et.al., 2011: petkoska & earl, 2009). at 
this stage they would like to save for retirement but 
could find it a challenge to do so due to increased 
financial commitment. With age individual’s risk 
tolerance with respect to investment also changes 
(mishra et.al., 2019) it is found that age is positively 
associated with financial planning for retirement 
as age increases, there is higher probability that 
individual takes to saving for retirement. (mansor 
et.al., 2015: ng et.al., 2011: rickwood). compared 
to earlier generations, today’s generation initiate 
early the financial planning for retirement (hoe Kock, 
2012). 

gender difference has impact on the financial 
planning retirement. there is empirical evidence 
that there is difference in their education level, 
salary level, saving habits and knowledge about 
financial products. many women also have break in 
their career due to issues related to family. this gets 
reflected in low risk tolerance displayed by women 
in selecting their investment avenues (fisher, 2010; 
lusardi & mitchell, 2008). due to all these factors 
naturally there is difference in the approach taken 
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towards financial planning by men is different from 
women. education has relevance on the earning 
capability, access to financial information and ability 
to understand and comprehend financial products. 
general education level has relevance to the 
financial literacy of the individual. financial literacy 
is positively associated to the individual’s capability 
to comprehend financial terms, and understanding 
various financial products. an individual with higher 
education has higher probability to have financial 
literacy and hence is capable to make financial plan 
for retirement (mansor et.al.,2015, Kaur & hassan, 
2018, hoe Kock, 2012). the type of occupation or 
sector in which individual is employed can influence 
his/her financial preparedness for retirement. 
individual’s earning stable income, is confident 
and has higher risk tolerance (mishra et.al.,2019; 
noone et.al.,2012). the sector in which a person 
is employed can also influence the financial plan. 
individuals employed in financial service sector tend 
to have better financial literacy to make financial 
plan for retirement.

an individual, if married, most probably has a saving 
plan for various forthcoming big expenses. hence 
there is higher probability that married individual 
would have more clarity regarding reasons for saving 
and would have a financial plan for retirement 
(mishra et.al.,2019, ng et.al., 2011). number of 
family members can be a factor which can influence 
saving for retirement (anbarasu et al.,2011).  there 
can be contrary views regarding this factor’s influence 
on saving for retirement. in case the family is large, 
then the living expenses could be high and even 
though the individual would like to save, but unable 
to save. on the other hand, because the family size is 
large, the earning member of the family can carefully 
manage and control the expenses budget to save 
for the foreseen and unforeseen expenditure and 
for retirement. the savings are directly associated 
with the income (noone et.al.,2012). importance 
of saving, understanding financial products or the 
amount saved is directly associated with the income 
earned by the family (anbarasu et.al.,2011; mansor 
et.al.,2015; ng et.al., 2011; Kaur & hassan, 2018; 
rickwood). earlier saving’s association with family 
size was discussed assuming one earning member 
in the family and rest to be dependent on him/her. 
the situation can be different if there are more than 
one earning member in the family. the family can 

hypothetically club everyone’s income and take a 
holistic view and systematically make financial plan 
various objectives, including saving for retirement. 
So number of earning members should be positively 
associated with financial planning for retirement.

LITERATURE REVIEW
anbarasu et.al. (2011) conducted empirical study 
in tiruchrapalli to study impact of demographic 
variables on pattern of saving. they used chi square, 
multiple regression and logistic regression statistic 
to assess the relationship. they have considered 
frequency of saving, amount saved per month, 
proportion of income saved, mode of saving and 
purpose of saving as their criterion variable and age, 
gender, education, monthly income, occupation, 
family composition and earning members as 
explanatory variables. their findings reveal that 
education and income are associated with most of 
the variables associated to savings. 

Sitlani et.al. (2011) have studied influence of 
demography on investment choice. for this study 
they have considered respondents only from 
financial service industry, in the city of indore, india. 
in their study they did not find any association 
between investment choice and demographic 
factors – age, gender, marital status, occupation 
and household income. But they found association 
between investment choice and education. So, it was 
observed that individuals working in financial service 
industry are financially literate and hence majority 
of the demographic factors did not associate with 
investment choice.

vineet mishra and ajit mittal (2019) studied the 
association between demographic factors and type 
of investors. also association between demographic 
factors and risk tolerance was evaluated. the 
authors used risk tolerance scale developed by rBS 
morgan with appropriate changes to suit the target 
respondents. type of investment was divided into 
two categories, namely conventional and socially 
responsible investment. Statistical tools such as t test 
of independence, anova and chi Square test was 
used to check the significance of association between 
the variables considered for the study. the study 
revealed that there is significant association between 
risk tolerance and type of investor, occupation, age, 
and marital status. When association is between 
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demographic factors and risk tolerance with type of 
investment is evaluated, it was found that only risk 
tolerance was associated with type of investment, 
none of the demographic factors had any association.

masor et.al. (2015) have conducted empirical study 
to understand association between demographic 
factors and financial planning towards retirement 
in malaysia. they have considered health sector 
and have collected data from respondents working 
in health sector. chi square test was used to 
evaluate the association between dependent and 
independent variables. the study revealed that 
education and family income is significantly and 
positively associated to retirement planning. age is 
also significant factor but it is negatively correlated 
to retirement planning and gender did not have any 
association to retirement planning.

ng t h et.al. (2011) undertook study to evaluate 
the relationship between demographic factors and 
intention to save for retirement in malaysia. they 
considered demographic variables such as marital 
status, age, income, gender and education. intension 
to save was captured by collecting responses on 
five point likert scale for four relevant questions. to 
evaluate the association between these variables they 
used t test, anova and post hoc (tukey method). the 
statistical analysis conclusively revealed that marital 
status, age and income had significant relationship 
with intention to save, whereas gender, education 
and occupation were not associated to intention to 
save for retirement.

Kaur and hassan (2018) considered generation Y in 
malaysia to investigate the relationship between 
demographic factors with financial literacy and 
financial planning for retirement. they found that 
age was not significant for financial literacy and 
retirement planning. education and income had 
significant relationship with financial literacy and 
retirement planning. 

rockwood et.al. conducted empirical study in 
Sydney, australia, to assess impact of demographic 
factors on saving for retirement and use of financial 
planners to do so. Wide range of demographic factors 
were considered, namely: age, gender, individual 
income, family income, education, employment 
status, number and age of children, employment 
status, and residential. the study revealed that 

only age, individual income and residential status 
was correlated to use of financial planner to make 
financial plan for retirement. 

OBJECTIVE 
financial planning for retirement assumes importance 
at macroeconomic level as it has influence on saving 
and investment, it in turn has impact on capital 
formation and on government welfare budget (Sinha 
& Sinha, 2007). this topic also has microeconomic 
implications as it has relevance to a family and 
individual financial wellbeing. the literature on 
the subject states that demographic factors has 
influence on the dimensions such as saving habits, 
risk tolerance, financial planning, financial planning 
for retirement and so on. earlier studies have also 
shown that influence of all demographic factors is 
not uniform across all the studies carried out. there 
are many studies conducted in other parts of world, 
but there is no study conducted in state of Kerala, 
india. the present study is taken up in the city of 
Quilon, Kerala, india. the objective of the study is to 
find relevance of demographic factors to individual 
making financial plan for retirement.

RESEARCH DESIGN 
descriptive and analytical research design is adopted 
for the present study. the data was collected in 
the month of June 2020. due to pandemic, google 
forms was used to collect data. 250 responses 
were collected. Structured questionnaire was used 
to collect the data. the demographic data such as 
age, gender, education, occupation, income, family 
size and total earning members in the family was 
collected. they also form independent variables 
in the study. to capture financial planning for 
retirement, the question regarding retirement 
planning was asked and respondents had to answer 
in terms of ‘yes’ or ‘no’. to understand the relevance 
of demographic factors on financial planning, logistic 
(binary) regression was used. to analyse the data 
gretl software was used.

HYPOTHESIS
in logistic regression, regression coefficients are 
estimated using maximum likelihood ratio.

H0: βi = 0
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demographic factors and risk tolerance with type of 
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shown that influence of all demographic factors is 
not uniform across all the studies carried out. there 
are many studies conducted in other parts of world, 
but there is no study conducted in state of Kerala, 
india. the present study is taken up in the city of 
Quilon, Kerala, india. the objective of the study is to 
find relevance of demographic factors to individual 
making financial plan for retirement.

RESEARCH DESIGN 
descriptive and analytical research design is adopted 
for the present study. the data was collected in 
the month of June 2020. due to pandemic, google 
forms was used to collect data. 250 responses 
were collected. Structured questionnaire was used 
to collect the data. the demographic data such as 
age, gender, education, occupation, income, family 
size and total earning members in the family was 
collected. they also form independent variables 
in the study. to capture financial planning for 
retirement, the question regarding retirement 
planning was asked and respondents had to answer 
in terms of ‘yes’ or ‘no’. to understand the relevance 
of demographic factors on financial planning, logistic 
(binary) regression was used. to analyse the data 
gretl software was used.

HYPOTHESIS
in logistic regression, regression coefficients are 
estimated using maximum likelihood ratio.

H0: βi = 0
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ANALYSIS 
demographic profile of the respondents

Table 1: Demographic Profile of the Respondents

factor particulars
number of 
respond-

ents

percent-
age

Age

20-30 73 29
31-40 89 36
41-50 54 22
51-60 34 13

gender
Male 175 70
female 75 30

education

pUC 52 21
diploma 12 05
graduate 130 52
post-graduate 56 22

occupation
Self employed 84 34
government Sector 68 27
private Sector 98 39

income

Below ₹5 lakh 29 12
₹5 lakh to ₹10 lakh 84 34
₹10 lakh to ₹15 lakh 71 28
₹15 lakh to ₹20 lakh 36 14
above ₹20 lakh 30 12

family Size

3 & less than 3 members 27 11
4 members 111 44
5 members 58 23
6 members 38 15
more than 6 members 16 7

earning 
members 
in family

One 21 8
Two 130 52
three 52 21
four 32 13
Five 15 6

age of the respondents ranged from 20 to 60 years. 
large proportion of respondents are from the age 
group of 31 to 40 years (36%). Seventy percent of 
the respondents are male. the options for education 
ranged from pre-university course to post graduation, 
more than 50 percent of the respondents (52%) are 
graduates. in case of occupation, respondents are 
almost equally distributed over three options namely 
- self-employed, government sector and private 
sector. thirty-four percent of the respondent’s 
income range between ₹5 lakhs to ₹10 lakhs. the 
modal value for family size is four and for earning 
members of the family is two.

LOGISTIC REGRESSION 
logistic regression was run with criterion variable as 
‘planning for retirement’ and demographic variables 
as explanatory variables. as all the demographic 
variables are categorical variables, dummy variables 
are created. for all the explanatory variable, first 
dummy variable is taken to be reference variable. 
to build a model first step is to check existence of 
multicollineality between independent variables. 
as per o’Brien (2007), variance inflation factor (vif) 
method can be used to check the multicollinearity. 
o’Brien states that if vif value is less than 5, then 
there is no multicollinerilty among independent 
variables. first model was run using gretle, with all 
the independent variables.  

Table 2: Model 1-VIF Value

Variable VIF Variable VIF
dage_2 1.475 dincome_3 3.448
dage_3 1.328 dincome_4 2.762

dgender_2 1.058 dincome_5 2.997
deducation_2 1.405 dfly_Sz_2 3.634
deducation_3 2.692 dfly_Sz_3 3.352
deducation_4 2.419 dfly_Sz_4 4.659

doccupation_2 2.449 earn_mem_2 5.793
doccupation_3 2.503 earn_mem_3 4.843

dincome_2 2.811 dearn_mem_4 6.992

it can be observed in table 2, vif value for ‘dearn_
mem4’ is higher than 5, which means there is 
multicollinearity issue. 

Table 3: Model 1: Logit, using observations 1-250

dependent variable: Save_4_ret
Standard errors based on hessian

 Coefficient Std. Error z p-value
const 2.56064 1.88537 1.358 0.1744
dage_2 3.87801 0.752779 5.152 <0.0001 ***
dage_3 3.37847 0.755359 4.473 <0.0001 ***
DGen-
der_2

−0.381745 0.506405 −0.7538 0.4509

DEd-
uca-
tion_2

−5.77797 1.72795 −3.344 0.0008 ***

DEd-
uca-
tion_3

−6.96991 1.74869 −3.986 <0.0001 ***

DEd-
uca-
tion_4

−7.65133 1.91860 −3.988 <0.0001 ***
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DOc-
cupa-
tion_2

3.85788 1.20827 3.193 0.0014 ***

DOc-
cupa-
tion_3

3.24552 0.946125 3.430 0.0006 ***

DIn-
come_2

1.80442 0.801507 2.251 0.0244 **

DIn-
come_3

3.93779 1.07789 3.653 0.0003 ***

DIn-
come_4

5.74121 1.52847 3.756 0.0002 ***

DIn-
come_5

5.44473 1.76467 3.085 0.0020 ***

dfly_
Sz_2

0.987575 0.789558 1.251 0.2110

dfly_
Sz_3

0.965460 1.11574 0.8653 0.3869

dfly_
Sz_4

−0.870387 1.53981 −0.5653 0.5719

dearn_
mem_2

−2.40838 1.17841 −2.044 0.0410 **

dearn_
mem_3

−4.92274 1.46594 −3.358 0.0008 ***

dearn_
mem_4

−2.49949 1.87030 −1.336 0.1814

*p<0.05, **p<0.01, ***p<0.001

logit model 1 (table 3) shows that gender and family 
size is not significant. hence binary logit model 
was rebuilt by omitting variables and got following 
output. 

Table 4: Model 2-VIF Value

Variable VIF Variable VIF
dage_2 1.412 doccupation_3 2.134
dage_3 1.264 dincome_2 2.730

deducation_2 1.263 dincome_3 2.883
deducation_3 2.489 dincome_4 2.164
deducation_4 2.190 dincome_5 2.360

doccupation_2 2.104 dearn_mem_3 1.322

after omitting the non-significant variables, all the 
variables have vif value less than 5. it indicates 
absence of multicollinearity.  then we proceed to 
build binary logit model.

Table 5: Model 2: Logit, using observations 1-250

dependent variable: Save_4_ret
Standard errors based on hessian

 Coeffi-
cient

Std. Error z p-value

const 1.19557 1.41419 0.8454 0.3979

dage_2 3.82743 0.699738 5.470 <0.0001 ***
dage_3 3.16712 0.678635 4.667 <0.0001 ***
DEduca-
tion_2

−5.80356 1.43144 −4.054 <0.0001 ***

DEduca-
tion_3

−6.21212 1.35998 −4.568 <0.0001 ***

DEduca-
tion_4

−7.16170 1.54620 −4.632 <0.0001 ***

doccupa-
tion_2

3.09497 0.910325 3.400 0.0007 ***

doccupa-
tion_3

2.53339 0.719289 3.522 0.0004 ***

DIn-
come_2

1.87505 0.741134 2.530 0.0114 **

DIn-
come_3

3.19772 0.899749 3.554 0.0004 ***

DIn-
come_4

4.00057 1.08862 3.675 0.0002 ***

DIn-
come_5

3.50959 1.16273 3.018 0.0025 ***

dearn_
mem_3

−2.25327 0.651092 −3.461 0.0005 ***

  
mean dependent 
var

 0.684000 S.d. depend-
ent var

 0.465846

McFadden 
r-squared

 0.542232 adjusted 
r-squared

 0.458874

log-likelihood −71.39093 akaike crite-
rion

 168.7819

Schwarz criterion  214.5608 hannan-Quinn  187.2066

number of cases 'correctly predicted' = 226 (90.4%)
f(beta'x) at mean of independent vars = 0.466

likelihood ratio test: chi-square(12) = 169.127 [0.0000]

*p<0.05, **p<0.01, ***p<0.001

in logit model 2 (table 5), we can see that all the 
variables are significant. mcfadden r-squared value is 
0.5422, it means 54.22% variance in criterion variable 
is explained by explanatory variables. chi Square is 
used for testing adequacy of the model for fitting the 
data. chi Square value is 169.13, which is significant 
at five percent. it indicates model is adequate. at 5 
per cent significance level null hypothesis is rejected 
and therefore alternate hypothesis is accepted. all 
regression coefficients are greater than zero. in other 
words explanatory variables are able to explain 54.22 
per cent variance in the criterion variable.

RESULTS AND DISCUSSION 
Binary logit regression (table 5) indicates that age 
(anbarasu et.al., 2011: petkoska & earl, 2009), 
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logit model 1 (table 3) shows that gender and family 
size is not significant. hence binary logit model 
was rebuilt by omitting variables and got following 
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after omitting the non-significant variables, all the 
variables have vif value less than 5. it indicates 
absence of multicollinearity.  then we proceed to 
build binary logit model.

Table 5: Model 2: Logit, using observations 1-250

dependent variable: Save_4_ret
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cient

Std. Error z p-value
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dage_2 3.82743 0.699738 5.470 <0.0001 ***
dage_3 3.16712 0.678635 4.667 <0.0001 ***
DEduca-
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−5.80356 1.43144 −4.054 <0.0001 ***
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DEduca-
tion_4
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DIn-
come_5
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in logit model 2 (table 5), we can see that all the 
variables are significant. mcfadden r-squared value is 
0.5422, it means 54.22% variance in criterion variable 
is explained by explanatory variables. chi Square is 
used for testing adequacy of the model for fitting the 
data. chi Square value is 169.13, which is significant 
at five percent. it indicates model is adequate. at 5 
per cent significance level null hypothesis is rejected 
and therefore alternate hypothesis is accepted. all 
regression coefficients are greater than zero. in other 
words explanatory variables are able to explain 54.22 
per cent variance in the criterion variable.

RESULTS AND DISCUSSION 
Binary logit regression (table 5) indicates that age 
(anbarasu et.al., 2011: petkoska & earl, 2009), 
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occupation (mishra et.al.,2019; noone et.al.,2012) 
and income (anbarasu et.al.,2011; mansor 
et.al.,2015; ng et.al., 2011; Kaur & hassan, 2018; 
rickwood) are positively associated with individual’s 
action with regards to financial plan for retirement. 
this finding matches with earlier studies. But it is 
found that, education is negatively associated with 
financial planning for retirement. it means that 
if individual is more educated, the possibility of 
planning for retirement reduces. it could be because, 
education result in person having more confidence in 
his/her capability to earn and making financial plan 
for retirement may not be of much interest. on the 
other hand, lower education could make a person 
less assured regarding future income, inducing him/
her to save for retirement. as per literature, number 
of earning members is associated with financial 
planning for retirement, but the present study shows 
that it has negative influence. once again the answer 
for this behavior could be overconfidence. more 
earning members could create a sense of financial 
security and make individual drift away from the 
thought that he/she need to make independent 
financial plan for retirement. 

the present study also reveals that gender and family 
size is not significantly associated with retirement 
planning. this finding is in agreement with many 
earlier studies (rickwood; petkoska & earl, 2009; ng 
et.al., 2011; noone et.al.,2012; mansor et.al.,2015; 
mishra et.al.,2019). it indicates, irrespective of 
gender difference, the outlook towards financial 
planning for retirement remains the same. another 
factor, family size is not significant in case of financial 
planning for retirement. these two factors can 
further be probed for better understanding.

CONCLUSION
financial planning for retirement is important 
topic, given that it has macro-economic and micro 
economic impact on the economy. there is consensus 
among many researchers on the topic regarding the 
influence of demographic factors in financial planning 
for retirement. But the studies do not have consensus 
on the definite set of demographic factors and their 
exact direction of influence on financial planning 
for retirement. there could be some other factors 
which has influence these demographic factors, 
and those factors could hold key to understand how 

these demographic factors have impact on financial 
planning for retirement. the present study indicates 
that age, occupation and income had significant 
impact on financial planning for retirement at the 
same time, gender and family size did not have any 
influence.
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Net Positi ve 
Paul Polman and Andrew Winston

Reviewed by Prof. C.P. Ravindranathan*

media companies helping people fi nd truth and 
strengthening the democrati c process. and more, 
parti cularly in net positi ve 2. 0, as the authors set 
out in the concluding part of the book the objecti ves 
verging on the utopian that a company in that 
category would pursue: commit themselves to do 
more good to society, challenge consumpti on and 
growth, rethink the measures and modes of the 
politi cal economy's success, improve the social 
contract, bend the curve on capitalism and overhaul 
fi nance and defend democracy and science.

the sombre background against which these goals 
are set out is a world threatened by disastrous climate 
change and inequality, caused by a blind obsession 
of capitalist business with short term profi ts -milton 
friedman is predictably invoked- and shareholder 
primacy, yielding good and bad results in the extreme. 
as against the dominant logic of the present phase 
of the free market economy, the authors advocate 
a multi  stakeholder approach across a wide range 
of the global socioeconomic system. the argument 
includes a rejecti on of suggested remedies like 
michael porter's " shared value" which polman and 
Winston feel could be as limiti ng as shareholder 
value. five core principles internalised into corporate 
performance would take it to a new level through 
the working out of the net positi ve dynamic: 
ownership of all impacts and consequences; acti ng 
for the long term benefi t of business and society; 
creati ng positi ve returns for all stakeholders; driving 

Societal obligati ons of business, a durable topic, but 
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shareholder values as a result, not a goal; partnering 
to drive systemic change. (Quoted from the book) 
the nursery, so to speak, for these transformational 
ideas of net positive as described in the pages of 
the book is unilever, the venerable global corporate 
identified with numerous stellar consumer brands 
of transnational sway.  in 2010, it had launched, 
with the author polman at the helm, a ten-year 
plan called unilever Sustainable living plan (uSlp), 
embodying a long term visionary project and a road 
map on transformation of its business, with the 
objective of shifting the business to serve others". 
a many faceted project, it had three goals: "help a 
billion people improve their health and well-being, 
halve the environmental footprint while doubling 
sales and enhance the livelihoods of hundreds of 
thousands of people”.  among the highlights of 
uSlp’s record, it helped 1.3 billion people improve 
health and hygiene; raised the use of renewables for 
electricity in manufacturing to 100%; achieved global 
gender parity in management; boosted the ratio 
of agricultural raw material sustainability to 67%; 
brought water use in production down by 49% and 
achieved zero waste to landfill at all the factories. 
overall, the uSlp both revitalised and refocused 
unilever, its plan becoming even more centred on 
global targets once the un launched the Sustainable 
development goals (Sdgs) in 2015.  alongside its 
pursuit of human development with adherence 
to eSg (environmental, social and governance) at 
its core, unilever doubled its sales while cutting its 
environmental footprint in half, thereby underlining 
the fact that business could proactively strive to 
create global good while being competitive and 
successful in what it does as business. there have 
been a few other corporate leaders in this story of 
what a good company means by being redefined. in 
enlargement of their number now including iKea, 
patagonia, mars and interface lies the prospect of 
business becoming a potent force in fostering a new 
global eSg order. 

the authors spell out that net positive companies 
do the following to find purpose and unlock higher 
performance:  recapture the original purpose of 
the company lying at its roots; look into what lies 
ahead to understand the world's need and where 
the company's purpose can best serve the world; get 
their house in order in terms of investment in people, 
brands and innovation;  send the right signals and 

set policies to drive net positive thinking and action ; 
help top executives become authentic leaders living 
the company's purpose and enable all employees to 
find their own individual purpose and connect it to 
the company's.

Based on unilever's experience, with uSlp as the 
centrepiece, the authors lay out their thesis on 
net positive in ten chapters addressing the various 
aspects of the construct. chapter one is on the 
strategies pivoted on the purpose of the company ; 
the second is on the making of net positive leaders; 
the third looks at the organisational dynamics 
; the fourth considers goal setting with science 
-based targets notably covering the world's needs;  
the fifth is on the linking up of the inner work of 
organisations with external stakeholders reinforced 
by trust as the primordial factor;  the sixth has 
interesting insights on synergies and multiplier 
effects through creation of partnerships variously 
involving sectors or suppliers ; the seventh is focused 
on issues of business, government and civil society 
working together in new ways for systemic change 
; the eighth brings upfront fault lines of the market 
economy  like tax avoidance, excessive executive 
compensation, corruption, diversity and inclusion; 
the ninth addresses net positive culture manifesting 
in such factors as  diversity, inclusion and the need 
to challenge cultural norms of intolerance and 
finally, the tenth , on the net positive world in the 
near future and the task of making its agenda bigger, 
more demanding and more rewarding , as mentioned 
earlier in this review. 

among the strong points of the book's narrative is 
its delineation of the possibilities that corporate 
business commands as a prime actor in dealing with 
eSg issues at the global level; there is a great deal of 
instructive detail on that crucial aspect. it is on such 
a convincing base one of the principal arguments of 
the book rests:  that climate change is the greatest 
market failure in history and inequality is a close 
second even as the market for wages does not reflect 
real value in a free market economy.  Witness, to 
quote from the book, "essential workers who risked 
their lives during the pandemic often held minimum 
wage jobs. they kept the rest of us who can work by 
Zoom alive". much as the authors, in telling phrases 
(evidently the handiwork of andrew Winston), 
makes meta hypotheses like, "at a time when we 
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need to come together as a species, we are moving 
apart through declining democracy, accelerating 
nationalism and separation of people by ideologies 
(made worse by bubbles of misinformation)", they 
also pose the sobering question: with a movement of 
companies towards net positive, will we be creating 
the desired, contrary conditions? and they answer 
for good measure, "maybe not, but we have ideas on 
how to get there and what issues to address". 

reading this book, milton friedman would no doubt 
have been outraged, but then a friedman who also 
reads day in and day out about the global commons 
and the global ecosystem being irredeemably 
harmed by the way the capitalistic system is 
working today (with the managerial elite being the 
sorcerer's apprentice, as some would say) might well 
think differently about the social responsibility of 
business. and might well agree with a good part of 
its argument.

But the wisdom and prescience of peter drucker, who 
is quoted twice by the authors in contexts incidental 
to their theme, provides the much needed correctives 
to some of the excesses of the net positive argument 
the authors make about the societal role of business. 
he had had the last word on the overriding goal of 
business fifteen years before milton friedman wrote 
that increasing its profits is the social responsibility of 
business - when he wrote that it is "common for every 
business to strive to make whatever is productive for 
our society, whatever strengthens it and advances its 
prosperity, a source of strength, prosperity and profit 
for the enterprise".

the book being based substantially on the experience 
of unilever in dealing with eSg, a suspicion of 
boosterism may occur to some readers.  harvard 
is sometimes alleged to practice it. at any rate, the 
book's thesis could have been conveyed by the 
authors with a reduced length and a good deal of 
the repetition that it contains excised to assure a 
sharper focus on the issues so persuasively raised by 
the authors. the level of ambition that it assigns to 
business in responding to eSg issues is much too high, 
even allowing for new trends in corporate thinking 
and the activism that many companies are displaying 
to cope with the demands of sustainability. But all 
that aside, this book makes truly instructive reading.
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