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AFFECTIVE PRIMING TECHNIQUE IN
ADVERTISING - AN EMPIRICAL STUDY WITH
REFERENCE TO FAST MOVING CONSUMER
GOODS SECTOR

N Meena Rani, Sr. Assistant Professor, XIME, Bangalore
Divya Nair, Research Scholar, XIME, A Recognized Research Centre of
University of Mysore

ABSTRACT

In this era where consumers are continuously exposed to media from different
sources, an engaging advertisement can be a make or break affair for an organization to
thrive in today’s world of cuithroat competition. The current generation’s preference for
video content over static content emphasizes the increasing relevance of digital video
advertising. Present young adults are voracious consumers of Fast-Moving Consumer
Goods (FMCG) like chocolates and confectioneries, packaged snacks and soft drinks, and
hence they are the focus of the present study. This study uses repeated measures design ro
compare types of appeal (rational vs. emotional with affective priming technique) on buying
intention, memorability and impression of advertisement. With use of statistical tools like t
test, ANCOVA and correlation, the study found that the type of appeal generally tends to
have an impact on buying intention but this ceases to happen when there is a prior strong
attitude towards the brand or product. The study also finds positive correlation between
impression, memorability and buying intention afier being exposed to emotional
advertisements.

Keywords: Affective Priming, Indian Advertisements, Emotional Advertising, FMCG.
INTRODUCTION

In today’s busy world where the first impression is the last impression and the first
impression comes from stimuli around us, right advertising plays a major role in the success
of products in the market. Advertising is an important part of the promotional mix. As per
content, an advertisement can make either a rational appeal or an emotional appeal.
Advertisements using rational appeal try to influence consumers by providing information
about and advantages of the product concerned while advertisements using emotional appeal
focus on the emotional side of using the product and feel of the product.

Affective priming is a process wherein the perception of an emotion provoking
stimulus affects the perception of the consecutive stimulus. For example, when someone is
exposed to a strong emotion and immediately after that a neutral object is shown the person
may associate that object with that strong emotion and develop negative/positive feelings
towards the object. This phenomenon is being used in advertising to garner positive emotions
towards brands. The current study focuses on FMCG sector as this sector accounts for
continuous long-term small value purchases which add up to be a huge amount. FMCG is the
4» largest sector in Indian economy. Financial Express (January 23, 2019) reports that FMCG
sector brands spend 33% of their digital advertising budget on digital video advertising
which is far higher than other sectors. This study explores how Affective priming- and.2=
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Emotional advertising techniques are being used in the FMCG sector in Indian video
Advertisements.

REVIEW OF LITERATURE

There has been ample evidence available both supporting and negating the impact of
advertising in general and the implications of using emotional appeal in the advertisement in
particular. Nielsen in their 2016 study reported that use of emotion arousing techniques in
advertising led to 23% lift in sales volume. Wood (2012) stated that effectiveness of an
advertisement is best measured using emotional measures as humans react to advertisements
and purchase using a thinking process which is highly emotional. One of the techniques that
could be used in emotional advertising is use of Affective Priming. Affective Priming and
emotional advertising techniques have great possibilities for use in advertising. Affective
priming and emotional advertising techniques in advertisements are growing in popularity
among advertisers as these techniques help in increasing brand popularity and profitability,
Batra et al. (1986) found that emotional responses evoked by an advertisement appear to be
antecedents of the attitude towards the advertisement and it has a weak but significant impact
on attitude towards the brand.

Albers-Miller & Stafford (1999) found that there were much more emotional appeals
found in the scientific literature, than the rational appeals. Singh (2017) thoroughly observed
130 TV advertisements of 23 products from Food & Beverages, Household care and Personal
care/ Hygiene products category and found emotions such as Humor, Amazement and Love
& Affection. Pringle (2008) in his popular book ‘Brand Immortality’ mentions that his study
of 1400 advertisement campaigns lead to a finding that Ads with purely emotional content
generated 31% profit while those with rational content generated only 16% profit. As the
power of television is on decline due to media fragmentation, mobile advertising assumes
greater significance. To make advertising appeals more distinctive and persuasive, advertisers
frequently use dramatic emotional ad-messages (Panda et al., 2013). Copeland way back in
1924 contended that individual customers buy products and services for either a rational or
emotional reason. Rational advertising assumes that consumers purchase goods and services
based on logical or/and utilitarian decisions. Batra et al. (1990) in an experimental study with
print ads found that if readers are in a state of positive mood then it contributes favourably to
brand attitude. This supports the use of affective priming as affective priming helps establish
a positive mood.

According to Hartmann et al. (2005) emotional positioning strategies are as important
as functional strategies for brand positioning. This study was conducted in context of green
branding and it revealed the importance of emotional techniques in advertisements to change
the attitude of consumers towards brands. Ferreira et al. (201 1) found that negative emotion
conveying words, when used in advertisements in websites, lead to more attention towards
the advertisement than when positive or neutral words were used. This is in the context where
previous studies have reported that people avoid paying attention to advertisement on the web
in general. Joshi et al. (2015) found that emotional branding and using of emotional
advertising leads to improved brand loyalty. This study was specifically done in context of
Indian FMCG sector. According to Wood (2012) an emotional model and emotional
measurement of advertising will be more effective than traditional model of advertising.
Empirical data is used to drive home this point. Mahapatra (2013) found that emotional
advertising is more effective than rational advertising in terms of leading to action.

Yi (1990) conducted an experiment to investigate the cognitive and affective priming |
of the contact for print advertisements and found that cognitive priming influences the ) o
attitude towards the brand, while affective priming influences the attitude towards the »'
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advertisement. Yi (1993) also examined the moderating effect of prior knowledge on
contextual priming influences the evaluations of an ambiguous product and concluded that
Contextual priming impacts brand evaluations among moderate-knowledge subjects. Earlier
advertising theories believed more in functional messaging than in the power of emotional
bond for causing favourable brand associations (Panda et al, 2013). Aaker & Norris (1982)
found that informational appeals resulted in higher effectiveness ratings than emotional
appeals. Roozen (2013) contended that advertisers deliberately use emotion to reach to the
consumer’s heart expecting a positive attitude and favourable buying decision. The intensity
of each individual’s emotional response to the advertisement is different, and this level may
also significantly influence the attitude formation (Panda et al., 2013).

Kumar et al. (2015) explored the purchase behaviour of poor consumers with
reference to fast moving consumer goods and found that they are conscious about price,
quality, brand, loyal to the brands. It was further found that they purchase well known
national brands in FMCGs and their main information sources of these brands are TV
advertising and family members. Vieceli & Shaw, (2010) proposed and tested a model of
brand salience for fast-moving consumer goods, which incorporates knowledge, media
consumption, and brand image as antecedents leading to purchase likelihood and found
positive association. The empirical evidence supports building a brand in a primary category,
in order to build the depth and breadth of the brand's associations in consumer memory. Vyas
(2005) examined the nature of schemes offered in the fast-moving consumer goods (FMCQG)
category, the ratio of incentive and outlay (which the consumer is expected to make/pay to
avail sales promotion offers) and found that the schemes are more aggressive for non-food
items than food items, and non-food category exhibited more variation than the items in food
category.

Researchers have paid adequate attention to phenomenon of promotion of products
through social media. Mogaji & Wright (2016) investigated how Facebook users express
their emotions towards advertisements of brand. Analysing over 250 comments by Facebook
users of Lloyds Bank on its 250th anniversary, they found that the advertisement prompted
different emotions such as love, pride and in some cases anger. The use of images like the
black horse, the cover music and the background music aroused positive emotions.
Enginkayaa & Cinar (2014) contended that social media has become a major factor in
influencing various aspects of consumer behaviour including awareness, information
acquisition, opinions, attitudes, purchase behaviour and post-purchase communication and
evaluation. They further mentioned that digital advertising can mould consumer preferences,
helps to build a positive attitude and influence purchase decisions about the advertised
products/services, and thus plays an important role. Digital ads are increasingly becoming
more appealing tools of marketing communication to reach targeted consumers. Digital
advertising includes search or display advertisements and also all types of marketing
communication that is executed through web, social media and/or mobile technology
(Takemura, 2012).

Mobile advertising is the transmission of a message related to products, services and
opinions for promotional purposes via mobile devices (Li & Brian, 2007). The higher
penetration rate of mobile phones has resulted in the increased reach of advertisements for
products and services. With the declining persuasive Social Media facilitates the companies
to engage in timely and direct end-consumer contact at much lower costs and higher levels of
efficiency compared to conventional tools of communication, and thus makes it relevant and
affordable not only for large multinational firms, but also for small and medium sized
enterprises (Kaplan & Haenlein, 2010).

Among the online ads, video ads are growing phenomenally owing to fast growth of

video traffic and the vast variety of video content providers on the internf:t7 Advertisers now ., -
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have a much better access than ever before to a large amount of personal and context data
from consumers by the use cookies, location tracking and the like so that they can better
target their audiences and customise the advertising messages, which may increase their
effectiveness (Hudders et al., 2019).

' The companies get significant share of their top line from young consumers and
provide a sizeable sales potential as future "adult’ consumers (Magin et al., 2015). Therefore,
teenagers have become an interesting target group for companies. Armstrong (2010) and
Lantos (2015) argued that emotional appeals are more relevant for hedonic products, while
rational appeals are more relevant for utilitarian products. Studies reinforced the importance
of emotional appeal in advertising. Affective priming is a technique which can be used for
emotional advertising. Use of this technique in digital video advertisements need to be probed
further. Also, previous studies have not accounted for baseline attitude towards the product or
product category which may be an important factor in such studies.

METHODOLOGY

Sample

The study used convenience/judgmental sampling technique. The sample group
consisted of 122 undergraduate students of which 60 were females and 62 were males. They
ranged in age from 18 years to 25 years with 88.52% in the range of 19-21 years of
age. Average age of the sample group was 20.189 years. The sample group was drawn from
a particular college in Mumbai, a metropolitan city in India and it was selected such that it
could somewhat mimic the diversity of states, languages and cultures of India. This particular
age group was chosen as this age group is a voracious consumer of FMCG products like
chocolates, packaged snacks, cosmetics and soft drinks.

Procedure of study

The advertisements were selected with the help of a video search engine such that
both emotional as well as rational appeal advertisements were available for the same
products. The products were selected such that the products are ones which are frequently
bought by the sample and thus they are consumers of the products. The products belonged to
category of chocolates, packaged snacks, cosmetics and soft drinks. Some of the
advertisements were edited to make them more geared towards either rational appeal or
emotional appeal. The advertisements with emotional appeal were the ones which used
affective priming technique by first featuring an emotional story and then introducing the
product (Grigaliunaite & Pileliene, 2016).

The sample group was first administered a questionnaire to measure their baseline
buying intention and general opinion of 4 selected branded products. Repeated measures
design being used; the sample was first exposed to a set of rational appeal advertisements for
the same selected branded products and then a questionnaire to measure the impression and
memorability of the advertisements from their viewpoint as well as their intention to buy the
product after watching the advertisement. Later they were exposed to a set of emotional
appeal advertisements (using affective priming technique) for the same selected branded
products and a questionnaire to measure the impression and memorability of the
advertisements from their viewpoint as well as their intention to buy the product after
watching the advertisement. Lastly the sample was administered a questionnaire which
included general profiling questions to understand their shopping behaviour and preferred
brands in the FMCG category. : _— is
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Specific to buying intention, a repeated measures experimental design with two levels
of independent variable and one dependent variable was used and also baseline of
independent variable was measured to adjust for its effect on dependent variable. Here type
of appeal was the independent variable with its two levels being use of rational appeal and
use of emotional appeal (using affective priming technique). The dependent variable was
buying intention reported by each one in the sample group on a scale of 1 to 10. General
impression and memorability of the advertisement were also measured on a scale of 1 to 10

(Figure 1).

Plan of Statistical Analysis of Data

Advertisements
Rational / Emotional Appeal

: t test
Impression Buying Intention

Memorability
Correlation Correlation

Source: Authors

FIGURE 1
STATISTICAL ANALYSIS

All the statistical analysis was performed using R statistical programming language
(R Core Team, 2019).

Hypotheses

HI: Mean Ratings on impression are significantly higher for emotional appeal (using affective priming
technique) advertisements than for rational appeal advertisements for each of the four products.

H2: Mean Ratings on memorability are significantly higher for emotional appeal (using affective
priming lechnique) advertisements than for rational appeal advertisements for each of the four products.

H3: Mean buying intention is significantly higher for emotional appeal (using affective priming
lechnique) advertisements than for rational appeal advertisements for each of the four products adjusting for
the mean baseline buying intention.

H4: Impression of advertisement is positively correlated with memorability of advertisement for each
of the four products in emotional appeal condition. 1
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Article

Team-role Compatibility in Work Teams:
A Vital Factor in the Age of Workforce Diversity

Divya Nair’

N Meena Rani™

Workforce diversity is being seen today as evidence for the ethical and legal recruitment practice,
which is free of bias or discrimination based on gender, race, religion, ethnicity, etc. Organisations
are being encouraged by the government and social interest groups to adopt affirmative practices
and publish Diversity and Inclusion statistics on their websites (available in the public domain).
As most organisations have a work-team-based organisational structure, it is of interest and
importance to understand how increasing diversity in workplaces and diversity within teams affect
work-team performance or work-team outcomes. This study suggests team-role compatibility as
a key factor in determining work-team outcomes. Compatibility with teammates based on deeper
level factors like an individual who prefers a team role will override the effect of surface-level
factors like gender, demographics, race, etc., in the long run. This study uses a phenomenological
approach to explore the patterns of interactions and interrelations within a team based on the
most preferred team roles of the individuals involved. And also to identify the combinations of
team roles that can be deemed compatible/incompatible and thus affect the team performance.
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Introduction

With the advent of globalisation and increasing
diversity in workplaces and this trend showing no
slowdown, the workplaces are becoming more
heterogeneous. Though laws against discrimination
based on gender, race, colour, religion, etc., in the
waorkplace were framed in the early to mid-1900s, the
issue of workplace diversity came into the limelight
only in the late 1900s. In the late 1900s, diversity
predominantly meant diversity in gender and race. In
this period, the percentage of women and minority
races increased in the labour force in the United
States (Bolick and Nestleroth, 1988). Later, the
concept of diversity has developed further to include
surface-level factors like gender, demographics, race,
etc., as well as deep level factors like values, attitudes,
personalities, etc. Factors like gender, age, race and
others are easily identifiable, while underlying factors
like attitude, knowledge, personality and others are
not easy to identify (Jackson et al., 1995).

Diversity and Inclusion are the legal and ethical
obligationsforallorganisations. Diversityissometimes
seen as a challenge in certain scenarios where there
may be a lack of sensitivity and understanding
towards minorities. At other times diversity is seen
as a major strength that brings to an organisation
fresh perspectives. Contemporary organisations are
increasingly organising their employees into teams
as the nature of work is becoming more complex and
requires employees from multiple areas of expertise
to collaborate. In this scenario of workplace diversity
being encouraged, a question that comes to the
forefront is that of how this diversity affects work-
team performance or work-team outcomes.

Literature Review

Gauging the impact of various surface-level factors
on team performance, one at a time -

Gender diversity and Team performance

Heterogeneous composition in terms of gender
helps increase the effectiveness of team processes
and improve team outcomes to a lesser extent (Julia
B Bear and Anita Williams Woolley, 2011). But in
managerial teams of three each, it was found that
certain comhinations like that of two males and one

female result in the maximum outcome, but certain-
other combinations like one male and two _famé['es:' 2,

S
/

Journal of Management & Entrepreneurship, 15 (4), 2021: 8591

may not perform at the same level (Jose Apesteguia
et al., 2012). This leads to inconclusive evidence on
how gender diversity affects team outcomes.

Cultural diversity and Team performance

Though cultural diversity may not be directly
related to ultimate team outcomes, it may improve
intermediate outcomes. Cultural diversity leads to
process losses through task conflict and decreased
social integration. On the other hand, the process
gains through increased creativity and satisfaction
(GK Stahl et al., 2010). Cultural diversity affects
teamwork in different ways. Multi-national teams
can have informational advantages as they use
a broader source of information and tend to be
better in organising the information that determines
effective decision-making, especially when dealing
with complex problems (Ricarda Bouncken et
al., 2016). Again, the evidence is inconclusive on
the definite effects of cultural diversity on team
performance. But the fact remains that teams across
most big organisations are becoming more and more
culturally diverse.

Age diversity and Team performance

Team'’s mean organisational tenure is related to team
performance in terms of increased efficiency. But age
diversity as such is unrelated to team performance
(Suzanne Bell et al., 2011). With a general lack of
clarity on how surface-level diversity affects the
work-team performance or work-team outcomes,
looking at deeper level factors could give some
direction and clarity. As a team works together for
a longer period, deep-level factors start playing out
more than surface-level diversity. Thus, in the long
run, what matters is the deep-level composition of
the teams.

As deep level factors are latent constructs and not
inherently observable, we will be looking at deep
level factors from the perspectives of multiple
popular psychological models.

Five-factor model:

The five-factor model of personality is one of the
widely accepted personality models. A study of
the personality profile of members of product
development teams (as per the Fiv,eechton odel)

.- revealedthat heterogeneity ib the personality pfteam

N .



000113

Team-role Compatibility in Work Teams: A Vital Factor in the Age of Workforce Diversity /87

members is positively related to team performance
for teams working on radical innovation products but
negatively related to team performance in case of
teams working on incremental innovation products

(Reilly et al., 2002).

MBTI Model:

Another popular model for personality assessment
has been the Myers-Briggs Type Indicator (MBTI)
model. In the case of cross-functional teams,
MBTI types show a partial correlation with team
performance. The presence of all personality
types and balance between the dyads Sensing-
Intuition, Thinking-Feeling, Introversion-Extraversion
and Perception-Judging is linked to better team
performance (Bradley et al., 1997).

Cognitive styles:

The cognitive styles of team members have a big
impact on team performance. Teams that were
heterogeneous on thinking styles (as per Creative
Problem-Solving Profile inventory) scored better
on team performance (Basadur et al., 2001).
When there is cognitive diversity in the team, their
performance shows improvement in accelerated
learning (Reynolds et al., 2017).

With so many approaches to a deeper level
composition of teams, it would be impractical to
use all these approaches together for team building
in organisations. This is where the cancept of team
role comes in. Team role is a concept distinct from
the functional role, and it describes an individual’s
preferred ways of interacting and interrelating with
others when in a team setting. Team-rale models
provide a better context to determine the deeper
level composition of teams as these models are
specific to team settings.

Team Roles:

The most popular team role model has been that
of Belhin, which proposes nine team roles, namely
Implementer, Shaper, Plant, Monitor-Evaluator,
Coordinator, Resource Investigator, Team Worker,
Completer-Finisher, and Specialist. The balanced
representation of these team roles in a team is seen
as the key to optimum team performance (Meredith
Belhin, 1981, 1993).

According to Benne & Sheats’s model, there are
19 functional and eight dysfunctional roles. Again
presence and balance in roles are considered the way
to maximise team outcomes (Benne & Sheats, 1948).
Another model by Parker suggests that there are four
team player styles, and each of the four styles can be
played either effectively or ineffectively. Again, the
effective presence of all four styles is considered the
key to optimum team performance (Parker, 1996).
According to another model by Mumford, there are
ten team roles, and their adequate representation
in a team is the key to maximising team outcomes
(Mumford et al., 2006).

Most of the above team-role models have a varying
number of teams roles ranging from four roles
to twenty-seven roles. There is too much overlap
between the different models, yet no single model
is comprehensive. This led to conceptualising of a
new model with six different team roles. This madel
supposes that a balanced presence of all six roles
would yield optimum team outcome. (Divya Nair and
N Meena Rani, 2020).

List of Team Roles and their short description as per
the model:

1) Creative Brain- The role is the creative epicentre
of the team and has good domain knowledge in the
area of the team’s goals. It creates high-quality ideas.

2) External In-charge- The role plays a vital part in
connecting the team with the external world and
integrating it with the organisation as a whole.

3) People’s person- The role is very empathetic
towards the problems of team members and resolves
them and motivates self and others to do their best.

4) Administrator- The role delegates task and
manages the project's time and budget. It makes
others stay on track.

5) Perfectionist- The role dwells on minor details and
ensures the goal is achieved par excellence. It also
makes sure that the ideas and actions of others are
practical and will lead towards the best results.

6) Ethicist- The role makes sure that, in the whole
saga of achieving the goals of the team, the ethical
standards and values of the organisation are not
forgotten. It Reinrorces suit‘?:jnable]jevelopment.
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Source: Divya Nair and N Meena Rani, 2020

Research Gap

There is inconclusiveness with regards to effects
heterogeneity in terms of surface-level factors on
team outcomes. It is understood from prior studies
that .deep level factors have an impact on team
outcomes beyond surface-level factors in the long
run. As deep level factors are latent constructs that
cannot be easily observed or measured, different
psychological models are used to operationalise
and measure these deep level factors. With too
many different psychological models with varying
configurations for a successful team, it is impractical
for routine teambuilding usage by organisations.
This is where a comprehensive team-role model
was conceptualised, which is specifically for team
building and team development. But, there is a need
for further study on how this team-rale model can
be used and how certain combinations of different
team roles could lead to improved or impaired team
outcomes.

Research Questions

1. Tounderstand how the perceived effectiveness
(as perceived by team members) varies with
different deep level configurations of teams
(with distinct combinations of team roles)?

2. To study how patterns of interacting and
interrelating with others vary based on the
most preferred team roles of the individuals
involved?

3. To understand how certain combinations
of team roles can be deemed compatible/
incompatible and thus improve/hinder team
performance?

Methodology

This study explores how individual team members
interact and interrelate with others in their team as
they perform a simple team task. Different teams
were configured with distinct combinations of team
roles.

This study uses a Phenomenological approach
and draws from the subjective experience of
research participants. As per the approach; dgzpm

of understanding of behaviours was givé_r&;_priorifyi_;".‘j-‘ _

‘a
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over the quantity of information collected. Thus,
the study had fewer percipients to enable maximum
attention to each participant and facilitate deeper
conversations between the researcher and the
participants. The study involved 30 post-graduate
students of business management as research
participants. The students were chosen from the
same institute so as to match them on ability levels

and age group.

A quasi-experimental procedure was followed.
Whereby each research participant was profiled into
one of the six-team roles, and then the experimental
intervention invalved forming the participants into
teams of six, each with a specific configuration for
team-role combinations. Firstly, the participants
were assessed to determine their most preferred
team role. The participants self-reported their
behavioural and thought preferences in work/team
settings from their previous experiences. Then, the
researcher assessed the most preferred team role
in consensus with the participant. However, the
participants do not know about the nomenclature,
team role descriptions, or the team role theory at

this stage.

Once each participant's most preferred team role
was identified, they were formed into five different
teams of six members each. Below table 1 shows the
team role canfiguration of the five teams.

}7 Table 1
TeamNo. __, Team 1 Team 2 Teamn 3 Team 4 Team 5
Member No.
1 PP E P PP E
2 P P PP PP ET
3 ce P El PP
4 E P E PP
5 E P CB FP CB
& CB E A PP El
Abbreviatons:
PP- Peoples Person  CB- Creative Bruin  P-Perfectionist El- External In charge E- Etbxcist A- Adminustrator

Semi-structured conversations with each participant
as well as observation during team-task completion
were used to understand how each of the participants
was interacting and interrelating with other team
members. The team task was to complete a 60-piece
jig-saw puzzle in the shortest,time jiriod possible.
Participants' subjective experfencel of working in a
particular team was explored f‘h‘"rbu“éfﬁ elaborate
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conversations with a focus on amicability, conflicts,
cooperation and perceived effectiveness. During this
conversation, the participants were also debriefed
on the team-role model and specific team role they
preferred the most.

Observations and Interpretations

Here, each team's time to complete the puzzle
was observed as a proxy for 'objective measure of
team effectiveness. It was assumed that certain
teams would complete quicker as there was team-
role compatibility amongst members creating
synergy in performance, while certain other teams
may compete slower as there was team-role
incompatibility amongst members creating conflicts
and incoordination. :

Rather than the absolute time to complete the
puzzle, the relative order of completion by different
teams was more important as this gives the relative
team effectiveness. The order of completion of
puzzles by the teams-

1st- Team 3
2nd- Team 2
3rd- Team 4
4th- Team 1
5th- Team 5

Various patterns of interaction and interrelation
emerged in the semi-structured conversations
with the participants. Team-wise observations and
patterns of behaviours from the perspective of
participants themselves-

Team 1- All the members of Team 1 reported that
they perceived their team as effective. All could also
confirm a feeling of cooperation and synergy. All the
team members could pick at behaviours associated
with their most preferred team roles in themselves
and likewise observe other team members playing
out behaviours associated with their respective most
preferred team roles. It was observed that this team
had split up the puzzles into multiple chunks and
put these chunks together whenever appropriate.
Members of this team reported that they were
enjaying the task and felt no time pressure.

Teamn 2- All the members of Team 2 reported that
they perceived their team as effective. Also, members
confirmed that there was mutual coordination as

everyone had the same approach to the task. In
this team, all the members felt that systematic
implementation was the key to their team's
performance. Also, the researcher observed how
this systematic approach was when this team started
working at the jig-saw puzzle from one corner and
worked continually without splitting it into multiple
chunks.

Team 3- All the members of Team 3 reported that
they perceived their team as highly effective. They
had expressed feelings of cooperation, coordination
and synergy. All the team members could pick at
behaviours associated with their most preferred
team roles in themselves and likewise observe other
team members playing out behaviours associated
with their respective most preferred team roles. It
was observed that this team had split up the puzzles
into multiple chunks and put these chunks together
whenever appropriate. The whole team reported
feeling driven to perform and needing to he the
first to complete, which was instigated by member
number 6.

Team 4- All the members of Team 4 reported that
they perceived their team as highly effective.
This team expressed how they felt the mutual
cooperation and coordination. Every member of
this team reported that the team had a cordial
atmosphere, and everyone else in the team was
amicable. It was observed that this team split up the
puzzles into multiple chunks and put these chunks
together whenever appropriate. Team members in
this team were accommodating even when one or
the other member would actually be slowing down
work due to confusion. They didn't let any conflicts
in their team escalate.

Team 5- Members of team five were divided on
their perception of team effectiveness. None of
the members could agree to call their team highly
effective. Member number 5 reported that other
members were mostly distracted, which slowed down
their work. Member 5 felt the need to continually
bring others back to the task at hand. Other members
could report that they felt uncomfortable focussing
on the task and felt urges to check what other teams
were up to. They al reporté'a"feelm;\@ored towards
the end of the task. Member 5 felt like the"one taking
the majority of the responsibility and work.

i
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Discussion

Team 3 was the team that was the fastest to complete
the puzzle. This team also had an equal balanced
representation of all the six-team roles. The team
members had all reported feelings of cooperation,
coordination and synergy. This pattern of interaction
amongst team members is in support of propositions
being made by the team-role model. The team with
a balanced representation of all team roles was more
likely to experience the synergy and get maximum
team outcomes.

Next in terms of time to completion of the puzzle
were teams 2 and 4, in that order. Team 2 had the
majority representation of the 'Perfectionist' role
and two members with the 'Ethicist' role. Here, the
members perceived their team to be an effective
team. There was cooperation on account of a similar
mindset and approach among everyone. There were
no incompatibilities observed in the configuration
of the team. But if the team task was any more
complex than the linear-systematic approach of the
team could cause further slowing down. This type of
team configuration could be ideal for teams working
on projects with a high emphasis on procedures,
systems and accuracy.

Team 4 had all the members who identified their
preferred team role as 'People's Person'. This
team reported an intense feeling of amicability,
cooperation and coordination. There were no
incompatibilities observed in this configuration of
the team. All the members showed tendencies to
support each other and not let any differences lead
to conflict while performing the tasks. But if the team
task was any more complex, this team would have
slowed down because of trying to accommodate
everyone’s different approach to the task at hand.
Nobody would push their approach on task as they
try to remain amicable even though most tasks
would have the most apt and efficient approach. This
type of team configuration could be ideal for projects
which don't have very strict timelines and where
relation-building with external parties or community
development activities are involved. As the model
proposes, 'People's Persan’ is the role that shows the
most empathy and warmth towards others.

Team 1 was the next team in order of completian

representation  except for someone  with
‘Administrator’ as the most preferred team role. This
team reported feelings of cooperation and synergy.
But they also reported a lack of drive to complete
the task in the shortest possible time. This pattern
of interaction amongst team members is in support
of propositions being made by the team-role model.
‘Administrator’ is a team role which has tendencies
to take on for organising the activities of a team like
allocating works and maintaining adherence to time
schedules and budgets. The absence of any member
with 'Administrator’ as their most preferred team
role would impact the efficiency of such a team.
Though this team configuration does not exhibit
any incompatibilities, it is better to have some
representation of the 'Administrator’ role added to
the team to maximise team effectiveness.

Team 5 was the last team in order of completion of
the puzzle. This team had the majority representation
of the 'External Incharge' role, with just one member
with the 'Creative Brain' role. This team showed
dissatisfaction with their team performance, and
there were incompatibilities observed between
members. As the team-role model proposes,
‘External Incharge’ is the role that has an outward
focus. They tend to focus on getting outside data,
connections and resources for the team. The
perception of member five that others are distracted
comes from their tendency to focus outward. This
team canfiguration is to be avoided as too much
focus outwards would actually result in a lack of
focus on the task at hand.

Conclusion

This study finds that equal and balanced
representation of all team roles results in maximum
objectives and perceived team effectiveness. Though
there are other combinations of team roles that are
compatible, these combinations don't reach the
same levels of objective as well as perceived team
effectiveness as well-balanced teams. Equal and
balanced representation of all roles creates a feeling
of synergy in a team. This study finds that individuals
with the same most preferred team role tend to
interact and interrelate positively with each other
because of similar perspectives. But this mutual
cooperation may not always result in the beé_g;a.am

, . ~‘outcomes as all members think similarly, and other
of the puzzle. Team 1 has almost equal balanced" - - /
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mare efficient approaches to task completion will
never be explored.

Limitations and Future Directions

This study took a phenomenological approach, which
provides an understanding of the phenomena but is
prone to subjectivity and lacks empirical backing. This
study can set a context for further empirical studies
to validate the findings. Also, a quasi-experimental
procedure was used. This needs to strengthen
external validity with either a field experiment or
archival data of intact teams.
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Financial Decisions are crucial f-o decide the Jiappy and fulfill e,

times, we feel that a proper guidance will help us to travel through u i
Financigl advisors gre playing an influential role in our goal setting, frvestiment habits as well as creating wealth. Like we
consult g doctor when we need » medical help gnd physical soundness, similarly we should consult a financial advisor for
financial soundpess, ! . in s ' . e T ARt
In India there are many ways to get a guidance in this field like CA Jirms, banks and big Portfolio service providers; however,
there are many individual financial advisors who are doing a noble business of creating financial awareness, educating people
on various financial products and helping them to choose suitable products for then. ' D e
There ate many challenges faced by these advisors. Multiple meetings with clients, hours spént in explaining the product,
analyzing client needs, selecting a suitable product Jfor thiem, ; A Setnl
Staying updated with dynamic market conditions, new rules and regulations of IRDAI aind SEBI. Con'vincing'.blz'eﬁis, :
accepting rejections and digesting them, coping up with uncertain income are q Jew attributes that are inkerent with this:
profession. - : Rl e el S L il A
In spite of these difficulties still man y people pursue this as a career, This research paper focus on find ng out what are the
challenges arising due to transformation of ways of doing business post pandemic, b

in your early days as well as peacg‘giljr-ei?ired Iife Many .
nknown path of financial journey. AR

[ntroduction of devising a path that will lead to a happy financial

. : : : journey.,
Advice.... One advice can change people’s lives. The ) y

way advice given by Lord Krishna changed Arjuna’s  InIndia people were co.mmon]y]ookingatFixeddeposits,
viewpoint consequentially making him the hero and  banks savings account, gold as investment instruments,
undefeatable warrior. And one advice by Shakuni made  In last decade or so many have changed their view on
Duryodhan lose his kingdom. ’ investment pattern as well as instruments. People have
started investing in life insurance policies, mutual funds
as well as stocks and bonds. However, individua]ly
sailing in the vast sea of finances makes people feel
uncomfortable. Hence, they take help of financial
advisors. Independent Financial Advisors is emergin gas
a new career. Mutual Funds Distributors, life insurance
agents/advisors are now upgrading themselves and
widening their scope. IRDAI which regulates insurance
sector and SEBI which regulates stock markets, AMF]
1

We all understand the importance of good advice.
Especially the one which makes you rich. So, when it
comes to financial planning people should seek the
tight kind of advice from a Jearned, educated and well
experienced financial advisor. Financial planning is one
of the crucial aspects in life, Many people run away from
this task thinking of it as a boring and complicated task.
However, in reality is it quite simple and interesting
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which guides mutual funds business are actively
promoting safe and thoughtful investment. Advertising
on national television like “Sabse Pehle Insurance”,
“Mutual Funds Sahi hai” are helping to create awareness
about wide range of products and services available for
investment.

However still in India financial advisory, sale and
distribution of such financial products is a push
market. The advisor has to make multiple calls, follow
up patiently with clients, understand the needs and
preferences of clients. Along with that explaining the
features of various products, making them understand
caleulations involved; what benefit they will get by
investing into a particular product.

Many a times clients delay or postpone the investing
decision, or they get influenced by other people’s bad
experiences. Their family, friends, neighbor’s opinion
may affect their thought process. Handling client’s all
such objections and obtaining finalconcurrence is a big
challenging task for advisor.

Especially in these tough times like pandemic where we
cannot go and meet client’s personally then encouraging
clients for continuing with their planned financial
journey is even more difficult. So, the purpose of this
survey is to find out what are the difficulties faced by
financial advisors. This survey is intended to study how
business of individual advisors is getting affected who
get their client base from the local reference, relations
and neighboring surroundings. We are not here talking
about big advisory firms or Portfolio Management
Services which take care of High-Net-Worth Individuals

-or corporates and institutions.

Before going ahead with research part, we will have a
look at basic concepts of investments, life insurance and
mutual fund investments,

Life Insurance

Life insurance is a way to secure the financial risk arisin g
out of early death of a person who has economic value, If
he or she dies then his/her nominees will get a particular
amount as agreed at the time of buying insurance plan.
Insurer is the company providing services and insured is
the person who gets secured by the company. Insurance
advisor is the mediator between the company and the
client who takes initiative and approaches clients,
explains them the products and services, benefits of the
insurance, educates about importance of insurance. Then
once client buys the life insurance policy, the advisor gets
paid by theinsurer company. Advisor then has to provide
post sales services also like sending receipts, collecting
renewals, in case of unfortunate death processing the
claim and settling it and making sure money is received
by the nominees.

Seemingly important task of insurance is ignored by
many, it is often observed that people are under insured
and when claim arises due to early death then the families
are left stranded financially. Hence the right guidance,
sufficient insurance cover, term plans should be essential
part of one’s financial assets.

Many life insurance plans provide not only life cover but
also gives returns,these are typically called traditional
plans. Indian life insurance industry was ruled by LIC
of India from 1956 till 2000. In 2000 IRDAI (Insurance
Regulatory and Development Authority of India) was’
established to regulate insurance sector. From year 2000
the life insurance market was opened up for private
insurance service providers. So now there are 24 life
insurance service providers in India. Still LIC being the
larger player. So, when it comes to investment in such
plan people choose to invest with one, they trust the
most, and these individual advisors gain business from
those who trust them. So, it is a great responsibility on
their shoulders to retain and grow that trust, then only
one can grow their business.

Mutual Funds

Mutual funds are a way on investing money in various
financial  instruments through  various schemes.
Basically, here money is pooled from different people
and a fund manager who is a knowledgeable person and
experienced in financial markets will invest money on
these people’s behalf. Investor will get units against the
money invested and value of these units will depend on’
the market value of securities which are purchased by
fund manager under these schemes. Asset Management
company or Mutual Funds house are the institutes
which provide these services. These institutions are
regulated by SEBI (Securities and Exchange Board of
India). There are various types of mutual funds like
broadly categorized into tow viz Equity and Debt, Under
those types there are sub types, themes, duration with
different characteristics. Each scheme serves different
purpose and has varying amount of risk involved.
Financial advisor is expected to explain all these aspects
to the investor. There are offline and online modes on
investments. SEBI keeps a close surveillance on the
business of mutual fund distribution. To become ARN
(AMEFT Registered Number) holder one has to qualify
in the certification exam conducted by NISM (National
Institute of Securities Market). AMFI (Association of
Mutual Funds India) is also a key regulator for this
market. Advisor has to adhere to all norms and code of
conduct laid by these regulators. Time to time renewal
of license is a part of continuing this business. Like life
insurance advisor also has to provide good amount of
post sales service. Sending accogn\t‘stat‘en‘enfs, portfolio
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review and rebalancing, additional purchases, query
handling, objection handling, preventing unnecessary
redemptions are a big task.

In both type of financial services explained above
financial advisor faces many challenges.

Literature Review

“The IFA community is facing challenges as well as
looking at opportunities. While the challenges are well
known as there are frequent regulatory changes thus
forcing IFAs to re-work their model and approach,
the competition is through robo-advisors and large
resourceful players like banks,” said Prem Khatri, CEQ,
Cafemutual. Khatri was speaking at Inauguration of
CIFA 2016 here today.

The opportunities, according to Khatri, are available
in plenty for IFA’s. “With only 2 per cent penetration
among households and just 15000 active TFA’s, India is
the largest under-served market in the world,” he says.

Financial advisors discussed the challenges facing them
and the opportunities available in the market at CIEA
2016. The Cafemutual Independent Financial Advisor
(CIFA) s an annual gathering of financial advisors
organised by Cafemutual. The event attempts to address
key challenges of IFAs and arrive at workable solutions.
Over 550 IFAs attended the event which focused on
providing cutting edge ideas to independent financial
advisors (IFAs) in growing their business and satisfying
their client’s investment needs.

In the opening session, Raamdeo Agrawal, Joint MID,
Motilal Oswal Financial Services, highlighted the
importance of long terminvesting. “Markets are irrational
inshorttermbutratioma]overl0-15yearsbutwekeeptrying
to rationalize the irrational events in short term,” said.
Cafemutual, a business entity built around distributors
and mutual fund professionals, has been organising
CIFA since 2014. Over the years, Cafemutual has
transformed itself into a one-stop aggregator of news,
analysis, knowledge, content and information related to
the mutual fund business. In a short period of time, it
has grown to become a meeting point for all mutual fund
professionals.
h‘ttps:,"/www.cubeleam.com/blog/cha1]@11ges-being—
registered-investment-advisor-ria/

KC Mishra

| can see a lot of the struggles insurance agents have to go
through in trying to marry technology with daily needs
and priorities.The vision that future distribution channel
managers will be working towards in all they do is that
all their initiatives should help support profitability and
value for the insurance agents. Educationis a key priority

Training institutions need to take education to the next
level. At present, much of the training offered by the
regulatory-mandated system is focused on how to pass
an examination by rote.

Future insurance academies will offer programmes on
broader issues, promising sessions on technology. One
of the challenges agents will face over the next fovy years
is making sure that they are aware of the technology
advances occurring in the industry. A lot of issues aren’t
user-specific — they're industry-wide.

Real-time processing is here at the door of the agency
now, but its power is not yet understood. While some
insurers provide agents with website access to key
information, it greatly benefitsthem but it doesn’t
improve agency’s efficiency. Other steps are needed
to make the real-time processes, policy inquiry, claims
inquiry and premium inquiry available to agents. It's
easy to sell risk management when insurance premiums
are soaring, but as the market softens, agents cannot
help their clients resist the temptation to become price-
shoppers once again through other channels available to

 them.

The controversy over indistinguishable role of brokers
and agents may grow ugly over years if brokers operate
exactly the same way asagents. Overwriting commission
is due to brokers for managing the risk of the clients not
selling insurance products of companies.

A number of top brokerages expect that regulators would
tolerate a “bifurcated” compensation system forever and
suggest such fees might best be freed altogether. The
big brokers will not be the only ones drawing fire from
agents, as a number of smallbrokers are hardly different
from agents. Agents are beside themselves, portraying
their sector as victimised by a regulatory overreaction to
the quick liberalisation requirements.

Without prescribing role differentiations the institution
of brokers is proliferating. Even in a well-settled market
like the US, recently contentious issues like contingent
commission and bid rigging by the connivance of brokers
and insurers have precipitated a war between brokers
and independent agents. Fortunately, in India, there are
hardly any brokers yet making serious inroads to well-
organised life insurance agents’ domain.

Living in a multiple distribution channel world is never
easy. Apart from channel cannibalisation, there are
issues like technological integration, equal fee for equal
service and sin of one channel visi ting the other channels.
Now, the Indian regulator can no longer wish away the
problems as incipient or teething trouble. Growth phase
may come to regulatory rescue as all bubbles hide them
neatly under the membrane of growth. But per chance
if a consolidation phase ensues soon, the bubbles rise
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over the torn membranes and there is possibility of a
cascading effect. Whichever way the system works,
Indian insurance agents are in for a metamorphosis
sooner than future. They cannot remain caterpillars and
fly like buttertly.

The writer is divector, National Insurance Academy, Pune
https://www.dnaindia.com/business/report-the-
challenges-facing-the-insurance-agent-1072916

Research Methodology

Various methods and techniques used to present the
research beautifully is called research methodology. The
procedures enhance the research process and it exposes
the way research is carried out. It helps to explain the
methods used in research and presents the idea to the
audience in an elegant manner that depends mainly on
the researcher, In this project survey technique is used.

Objective: To find out challenges faced by financial
advisors in India

Primary Data

A questionnaire was prepared and circulated amorgst
the financial advisors. Most of them are situated in
the Mumbai and Mumbai sub-urban areas. Survey
questions include both qualitative as well as quantitative
questions. The research aims to find out difficulties
faced by financial advisors and try to measure volume
ol obslacles. Responses are recorded, summarized and

analysed with the help of graphs, charts and number.
Few open questions are taken into consideration after

review,
Limitations

1. The findings and observations are based on the
responses received from 19 respondents. Hence
results concluded may be limited to their knowledge.

2. The experiences of all types might not get covered.

Empirical Research

Data Interpretation and Analysis

Attributes of the sample of the survey.

1. Advisor's age is [rom 35 years to 62 years.

2. 63% advisors are post graduate, 31% are post
graduate and 6% have some other qualification.

3. 58% do not have any other source of income other
than financial advisory, 42% have other source of
income.

Results of the survey as per question are —

Since how long you have been in this service?

19 responsen

® 1.3 Years,
W3-Gy
& 8- 10 Vears

& Nore tan 10 peas

ats

What ara e major chsteeies faged by you in tris business?
Y reapunces

LEB Gen Al
KH A

Sl

% A e

R

7 you are a mutual fund distributor what is yaour AUM?

14 reapones

Ware you Lsing recknslogy for online HWESTING prior 10 leckdown?

5

@ ey
& No

& Yo Same Extont

Whkch s the biggest dificuny you ave foged while dong onine busingss auring lockeows: times?

R Iy

el IR

N B

Wk i
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Along with above questions it was observed from the
response received to an open-ended question asking
to share any other difficulties faced by advisors that
carrying out online KYC Process and especially KYC of
NRT client is a complicated task. Also controlling such
clients those panic in the moment of market goes down
is a difficult task. Some advisors feel that brokerage is
very low to survive on this business solely.

Not able to meet clients personally is definitely lowering
volume of business. -
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Conclusion

From the responses to above questions, it can be
concluded that for majority of the advisors lead
generation is a big challenge. Many of the financial
advisors are using technology to expand the business
prior to lockdown phase. Many advisors have lost their
clients but at the same time, many have added new
clients in their business.

Trainings programs arranged by AMCs or Life insurance
service providers were effective to some extent as per
advisor’s opinions. So, there is necessity of more effective
training from these institutions. Managerial and technical
support is also there however more help and support is
expected by advisors from the relationship managers.

Growth in business is also observed even after pandemic
began. They need more support for lead generation.

Another notable challenge is lack of personal touch with
clients, due to lockdown and social distancing, however
technology has helped to some extent.

So, this business of financial advisory has a great scope
in future also. Majority of financial advisors believe that
online platforms is not a big threat. Most advisors prefer
to sell term plan in insurance; also, renewal of existing
policies was not a big difficulty.

It can be concluded that despite multiple challenges
financial advisors are growing and have good potential
in future.
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ABSTRACT

this industry. Also, there is an emerging trend of thematic investments. Thematic investing means selecting g
particular theme and choosing financial instruments, especially stocks that belong to the theme selected, may be
ranking them and then deciding how much money should be put into which stock and managing the porifolio on
some strategic regulations.

So out of various such themes, Environmental, Social and Corporate Governance (ESG) is one such theme that
Jocuses on investing in stocks which are a part of sustainable investing. In the global context where we gre

INTRODUCTION
Assurance is a word everyone likes when one is at the receiving end and the same word is scary when one is at

giving end. When one starts a business one would be glad to dream about continuation of business with an
attractive growth rate. So, when one achieves that growth, we call it as a sustainable business.

We all know change is the only constant thing in this world. The business that accommodates the change and
continues to flourish has a sustainable model we can say. Societies are becoming eco-friendly, animal friendly,
need more transparency about money management and are concerned about how the business organizations are
behaving on all these fronts. So, there is this new theme of investment promoted now a days widely.

Environmental, social, and corporate governance (ESG) is an approach to evaluating the extent to which a
corporation works on behalf of social goals that go beyond the role of a corporation to maximize profits on
behalf of the corporation’s shareholders. Typically, the social goals advocated within an ESG perspective
include working to achieve a certain set of environmental goals, as well as a set of goals having to do with
supporting certain social movements, and a third set of goals having to do with whether the corporation is
governed in a way that is consistent with the goals of the diversity, equity, and inclusion movement.

A variety of governmental organizations and financial institutions have devised ways to measure the extent to
which a specific corporation is aligned with ESG goals. According to a 2021 study done by the NYU Stern
Center for Sustainable Business, which looked at over 1,000 studies, "studies use different scores for different
companies by different data providers."

Many in the investment industry believe the development of ESG factors as considerations in investment
analysis to be inevitable. The evidence toward a relationship between consideration for ESG issues and
financial performance is becoming greater and the combination of fiduciary duty and a wide recognition of the
necessity of the sustainability of investments in the long term has meant that environmental social and corporate
governance concerns are now becoming increasingly important in the investment market. ESG has become less

a question of philanthropy than practicality. \ =
‘ |2

There has been uncertainty and debate as 1o what fo call the inclusion of intangible factOrs-"’fe]’-atin'é Eto the

sustainability and ethical impact of investmf;ptS?Ngl_'Tiéé?hg\(f: ranged from the early use, of buzz words such as.e:

"green" and "eco", to the wide array of possible descrif ‘riti_t:iﬁ{or the types of iI‘WCSUHEIJ_I"&IJ&J){ﬁi}S‘%’fl‘EEﬁb{l?jb}&
investment", "socially responsible investmert" (SRI), "ethical", "extra-financial", "long horizon investment! .,
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(LHI), "enhanced business", "corporate health", "non-traditional", and others. But the predominance of the term
ESG has now become fairly widely accepted. A survey of 350 global investment professionals conducted by
Axa Investment Managers and AQ Research in 2008 concluded the vast majority of professionals preferred the

term ESG to describe such data.

The ESG companies are assessed stringently on their sustainability before they are given the tag. The ESG
parameters reflect on an organization’s culture, the risk involved, and Mmanagement, among other things. ESG
funds are suitable for those that are looking to invest in companies that are sustainable and conscious about the
environment. An organization is said to be ESG compliant if it meets al] the criteria of environmental, social,
and governance standards. The ESG funds carefully evaluate companies and choose to invest in shares of those
companies that are genuinely ESG compliant. India is becoming more conscious of pollution control and
climate change. Companies that are strictly following all the steps to protect the ecosystem around
and outlets are not in the firing line of the regulators, and chances of being shut down are reasonably low. The
possibility of the business being shut down is higher for those who do not abide by the set of rules and norms to
protect the environment.

The Essence of ESG in the Indian Market
The demand and growth for ESG funds in Asia, especially in India, has been overwhelming; it is 32%. In India,
people are becoming more interested in sustainability due to several parameters. Factors such as regulatory

What does an ESG rating mean?

A good ESG rating means a company is managing its environment, social, and governance risks well relative to
its peers. A poor ESG rating is the opposite -- the company has relatively higher unmanaged exposure to ESG

Who determines ESG ratings?
ESG rating data determiners (vector)

ESG Risk Assessments & Insights (ESGRisk.ai) determines and provides access to ESG ratings, complete
access through subscriber model, & company-specific ratings on-demand, ESG training and consultancy.

ESG Risk Assessments & Insights (ESGRisk.ai) is India’s first ESG Rating company that uses a India specific
assessment framework to provide independent and unbiased ESG assessment reports on Indian companies via a
‘subscriber pays revenue model. We are dedicated to India’s journey towards the adoption of sustainable
development models for achieving the country’s development commitments and targets,

ESGRisk.ai provides ESG ratings of 500 Indian listed companies, by evaluating their performance on
Environment, Social, and Governance parameters as well as their reporting transparency. Its assessment
approach includes identification of relevant risks, estimation of materiality and polarity of the risks, and
assessment of the company’s risk Management. This comprehensive evaluation is summarized and presented to
the users, most commonly investors, banks, companies or research institutes, as a rating and presented to
investors in a rating report with details on performance on each indicator. ESGRisk.aj continuously monitors the
ESG performance of the 500 companies and updates the reports as to when a change in the overall ESG rating

occurs.

With this concept in mind some of the mutual fund houses in India launched their schemes with this theme. SBJ
mutual funds is the first one to launch SEG theme fund in 2013 the trend was followed lately by Axis, ICICI,
Quantum India, Kotak and few others. This research paper will try to analyze the awareness about this concept
of ESG and ESG themed mutual funds,

REVIEWOFLITERATURE .
L. Archies B. Carroll — University of Georgia, 1 )\ \
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A Three Dimension Conceptual Mode] of Corporgt)e.l_?grfqrmance
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In this paper the researcher has tried to focus more-on the-aspeets of Corporate Social Responsibility and thrown
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aspects on which corporate performance can be evaluated, first is social responsibility. It has studied various
examples and tried to identify various levels of responsibilities of a business organization. According to the
researcher there are four levels of social responsibilities of business viz — Economic, legal, ethical and

discretionary.

Second is social issues involved, how a business has matched a social need and a corporate need. How much
was interest shown by top executives to and their seriousness about social cause.

Third parameter is philosophy of responsiveness, whether businesses are inert or proactive towards social
responsibility. Researcher has proposed a workable model to evaluate business performance not only from
economic angle but from ethical, product safety, environmental effects, shareholders etc.

2. Zachary Folger-Larondea School of Environment, Resources and Sustainability, University of
Waterloo, Waterloo, Canada

ESG ratings and financial performance of exchange-traded funds during the COVID-19 pandemic

Researcher found it necessary to study whether responsible investments (RI) are resilient during the economic
downturn caused by crises such as COVID-19, there has been little exploration into exchange-traded funds

(ETFs).

OBJECTIVES
A. Is there a significant difference in the financial return between levels of Eco-Fund ratings of ETFs during a

market downturn?

B. Is there a relation between Eco-Fund ratings and pre-COVID-19 pandemic financial returns, and the return
of ETFs during the COVID-19 pandemic market crash?

To investigate the differences in weekly financial returns between different levels of Eco-Fund ratings during
the COVID-19 pandemic market crash, we use an ANOVA and a Tukey test to specify which quintiles show
statistical differences. To analyze the relationship between weekly financial returns during COVID-19 of the
ETFs with Eco-Fund ratings and previous weekly financial returns, a multivariate linear regression model was
performed.

The research concludes that in order to assess the performance based on ESG rating some factors impacting are
- persistent lack of transparency and concerns in their performance measurement methodology, (1) indicators
for responsiveness during a health crisis, and (2) ESG rating methodology transparency. This research focused
solely on financial performance during a severe market downturn. F uture research could investigate the similar
relationships before a market downturn and in financial markets

RESEARCH METHODOLOGY

This research is conducted as a part of international research conference with the theme of India after 75 years,
hence studying the sustainability aspect of investing is taken into consideration here. The researcher has studied
approximately 8-9 ESG themed mutual funds and conducted research with following objectives —

1. To study the awareness about the concept of ESG amongst Indian population
2. To study the awareness of ESG theme mutual funds in the minds of Indian investors
3. To analyze the performance of ESG theme mutual funds in the context of AUM(Asset Under Management)

Primary Data — Primary data is collected with detailed personal interview with mutual fund house resource
person. Also a structured questionnaire through google form is circulated.

Secondary Data — Secondary data is collected using internet various research paper published, articles
published and Mutual funds house reference material is used,

LIMITATIONS —
Respondents are restricted mostly to a particular geographic area of Maharashtra. Extended research may vary
the conclusion. o
Data Interpretation and Analysis ‘ ) \ \ =
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Part I: List of Mutual funds schemes with ESG theme

AMC Name Scheme Name Launched in the AUM as on April
year 31/03/2022 (Approx)
SBI Mutual Funds SBI Magnum ESG Equity Fund 01/01/2013 4583 Crores
Aditya Birla Capital Aditya Birla Sunlife ESG Fund 04/12/2020 1061 crores |
Axis Mutual Fund Axis ESG Equity Fund 12/02/2020 1897 Crores
ICIC] Mutual Fund ICICI Prudential ESG Fund 21/09/2020 1560 Crores
Invesco India Mutual Invesco India ESG Equity Fund 26/02/2021 820 Crores
Fund
Kotak Mutual Fund Kotak ESG Opportunities Fund 20/11/2020 1619 Crores
Quant Mutual Fund Quant ESG Equity Fund 15/10/2020 53 Crores
Quantum Mutual Fund | Quantum India ESG Equity Fund 21/06/2019 58 Crores
Part II

A structured questionnaire was prepared and circulated amongst investors mostly in Maharashtra Mumbaj and
Pune region. For this questionnaire we have received 102 responses. Detailed analysis of the survey conducted
for the above topic is as below question by question.

Q.1 Out of 102 respondents 51% are from age group of 26-40, 34% from 18-25 and 13% from 41-60
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Q.2. It can be seen from the graph that 55% of the respondents are male and 45% female
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Q.3. It can be seen that 51% of the respondents are salaried people, 27% were students, 12% are doing business,
6% other, 3% homemaker, 1% retired.
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This question allowed to give multiple choices at the same time. From the above graph it can be seen that 50%
response to the option number 1 and 4, so majority of the investors are willing to buy product that costs more
that is eco-friendly and can be recycled. Whereas, 14% respondents prefer buying products that cost less but can
not be recycled and that is not eco friendly.

Q.5
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. From the above graph it is observed that 49% of the respondents will consider buying a product from a
company whose senior manager is a prestigious person. Whereas, 45% will prefer buying a product that costs
less and do not bother about management. 6% of the respondents do not mind buying a product of a company
whose senior management member is convicted of financial scam

Q.6

76% respondents will not prefer having a stock of a company which makes hazardous products but makes good
profit whereas 25% will prefer the same.

Q.7
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From the above diagram it is observed that 58% of respondents are not aware of sustainability concept of ESG
that is Environmental, Social and Corporate Governance, 42% are aware of the same.

Q.9
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It can be clearly seen that 89% of respondents would like to know more about ESG theme where as only 11%
did not show further interest.

Q.10

£

It can be interpreted from the above chart that approximately 79% of the respondents would like to invest in
ESG theme based mutual funds. At the same ti me 21% are not interested in the same.

CONCLUSION
From the above data collected following can be concluded —

- Indian investor is concerned about environment. o
ian i wel in i -fri .
Indian investor are coming products which are eco friendly and are ready to pay mm‘§753r tﬁg %ams:_.

i i . ; ; . ; ey |
- Indian investors to some extent, are aware of sustainable investing with Enwrolimental, Sécial'and Corporate

Governance (ESG) theme. e
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this theme.

- Better guidance of an expert in sustainability as well as mutual funds can bring more business in these
themes,

- This can encourage more and more companies to undertake green initiative, implement better work policies
and introduce socially beneficial products.

RECOMMENDATIONS OF THE RESEARCHER —
More awareness can be created for this concept by conducting Investor Awareness Program (1AP).

Investor who is willing to go ahead with this kind of investing should seek help from advisor, know pros and
cons of the product and should take and informed decision.
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AN ANALYTICAL STUDY ON IPOS LISTED ON INDIAN STOCK EXCHANGES

Mrs. Shraddha Daftardar, Assistant Professor, Pramod Ram Ujagar Tiwari Saket Institute of
Management Kalyan, shraddha.kirpekar@gmail com

Dr. Sonali N. Parchure, Associate Professor, MKSSS’S Smt. Hiraben Nanavati Institute of
Management & Research for Women, sonali.p@hnimr.edu.in;

Abstract:

An Initial Public Offer (IPO) is said to be the largest source of funds with long or
indefinite maturity for the company. It is considered to be a quick source of financing for
expansion and growth of the business. A number of companies raising capital through IPOs is
observed to be increasing. However, investors investing in the IPOs consider it as a means to
earn speculative. The average returns by the selected IPOs being quite impressive, investing in
[POs for a short — term can prove to be a lucrative option. Inspite of the pandemic situation, a
good number of TPOs were observed to be launched and the number still increases till date with
a good number of total issue size. The research paper thus, tries to identify the sector wise
successful IPOs at NSE and BSE in the last two years. It also tries to explore the relationship
between size of the IPO and success rate of the IPOs. The research paper enables to identify the
response received by the entrepreneurs from the capital markets, and the businesses for which
investors have a positive perception. The research is conducted by referring to real time data of
all the TPOs listed on NSE as well as BSE from year 2020 to 20th May 2022.

Keywords: Initial Public Offerings (IPOs), success rate of the IPOs, price band and subscription
level of the IPOs

A. Introduction:

A corporate may raise capital in the primary market by way of an initial public offer,
rights issue or private placement. An Initial Public Offer (IPO) is the selling of securities to the
public in the primary market. It is the largest source of funds with long or indefinite maturity for
the company.

An IPO is an important step in the growth of a business. It provides a company access to
funds through the public capital market. An [PO also greatly increases the credibility and
publicity that a business receives. In many cases, an IPO is the only way to finance quick growth
and expansion. In terms of the cconomy, when a large number of IPOs arc issued, it is a sign of
a healthy stock market and economy. IPOs listed on SMEs board are morc cfficient in price
discovery than IPOs listed on Main board. At the same time IPOs listed on SME board have seen
lower demand even though they were under-priced. SME IPOs are yet to catch full attention of
the rescarch community. The SME IPO market is still evolving and facing issues with respect to
transparency and risk. (Wazal Makarand, Sharma Sudesh Kumar, 2020). Even though number of
companies raising capital through IPO mecthod are incrczzsing, thﬁnv%t‘»rs‘invcsting in these
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IPOs still view this option as a means to earn speculative. The average total return provided by
the selected IPOs on the listing day is 23.67 and the abnormal return provided by these IPOs over
and above the market return is 23.14 which are quite impressive. Thus, investing in IPOs for
short term can prove to be very lucrative option and can help the investors to make handsome
gains in very short period of time. (Manu K.S., Saini Chhavi, 2020). The [PO market has moved
towards a trend where a large amount of capital is raised from a small number of issues which
also indicated an overall increase in the quality of issues, instead of quantity. Further, the
behaviour of the Indian TPO market across various policy periods analysed through dummy
regression model shows that due to the introduction of book building concept in 1995 which
marked major structural reforms in the IPO market, both number of issues and amount raised
gave a negative ACGR during globalisation period. (Singh Amit Kumar, Mohapatra Amiya

Kumar, 2020).

Book Building is an important concept in the [PO. SEBI guidelines defines Book Building
as "a process undertaken by which a demand for the securities proposed to be issued by a body
corporate is elicited and built-up and the price for such securities is assessed for the determination
of the quantum of such securities to be issued by means of a notice, circular, advertisement,
document or information memoranda or offer document".

As per SEBI guidelines, an issuer company can issue securities to the public though prospectus
in the following manner:

C 100% of the net offer to the public through book building process

C 75% of the net offer to the public through book building process and 25% at the price
determined through book building. The Fixed Price portion is conducted like a normal public
issue after the Book Built portion, during which the issue price is determined.

The concept of Book Building is relatively new in India. However it is a common practice in
most developed countries.

Difference between Book Building Issue and Fixed Price Issue:

In Book Building securities are offered at prices above or equal to the floor prices, whereas
securities are offered at a fixed price in case of a public issue. In case of Book Building, the
demand can be known everyday as the book is built. But in case of the public issue the demand
is known at the close of the issue.

B. Objectives:
1. To study the success ratc of [POs listed on NSE and BSE 1n last 2 years
2. To analyse sector-wise performance of IPOs
3. To analyse if there is relationship between size of the IPO and success rate of the

IPO i
4. To analyse if there is relationship between price bagd&nd‘s&bgggiption level of the
IPO \ . ' \.
e J o i
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C. Research Methodology:

The research conference in which the paper is being published is based on themes of
leadership, entrepreneurship. With the help of this paper one will be able to identify how the
entrepreneurs have received response from capital markets. Which are the businesses for which
investors have a positive perception. The research is conducted by referring to real time data of
all the IPOs listed on NSE as well as BSE from year 2020 to 20th May 2022. This will help to
analyse quantitative factors like success rate of TPOs on listing day, post listing performance.
Also a qualitative aspects of selective [POs is done which takes into consideration various factors
like governance, stakeholders and sectoral analysis. The data is collected using real time live
updated NSE and BSE website and trading terminals. It is also supported by various research
paper published, articles published and Mutual funds house reference material is used.

D. Detailed Analysis of the IPOs:

In spite of COVID-19 disturbance 14 IPOs launched in the year 2020 with total issue size
26180 crore rupees. All the IPOs were oversubscribed, highest oversubscription garnered by
FMCG and consumer service sector. Whereas lowest response received by financial services
sector. In an unpredictable and volatile year 2021 total 59 IPOs were launched with total 1ssue
size of 122112.98 crore rupees raised by primary market. In the first quarter of 2022 and May
first half 9 IPOs have already been registered and 31851 crore rupees have already been raised.

Sector wise performance of IPOs in 2020, 2021 and 2022 on listing day
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From the above chart we can clearly see that Healthcare care sector has received maximum gains

on listing day, followed by Chemicals, FMCG, IT and capital goods. threas -Consumer
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durables, telecommunications, Consumer services, Industrial products, received average returns
on listing day. It was observed that real estate, financial service were not successful on listing

day.

Detailed sectoral analysis on listing day —

1. Capital Goods —

Capital Goods
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From the above graph it can be observed that most of companies from capital goods sector got a
good listing gains. Fundamentally good companies like Mazagaon dock, Paras Defence, Rolex
Rings were a clear winner on listing as well as post listing.

2. Chemicals —

Chemicals
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Amongst the companies from chemical sector, majority of the [POs were hit on listing, and
continued the winning momentum post listing too. Few of the IPOs like Herbana Industries could
not perform on listing but gained positive returns later.

3. Consumer Durables

Consumer Durable
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Consumer durables sector shows a mixed response, some being great performers like Indigo
paints, Stove Kraft giving good returns on response. Big names like Kalyan Jewellers, Exxaro
Tiles did not give good returns.

4. Consumer Services

Consumer Services
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From the above graph we can see consumer scrvices sector is a clear (wmncr w1th most-of the hit
IPOs and great returns on listing as well as post listing. Consumpth ally sccms to g1vc good
hopes for healthy returns.
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5. Financial Services

Financial Services

A very

i |i5tiNg Gaing === Clyrront Gaing

disappointing performance from Financial Service sector as post lockdown NPAs growth and
poor quality of assets is reflecting on expectations of poor performance from most of financial

sector companies.

6. FMCG -

FMCG is one sector investors are betting on, however we can see FMCG with reliable
business structure and were fundamentally strong, have proven themselves for long term and
few businesses were overvalued on IPO as they lost the gaining momentum.

7. HealthCare

HealthCare
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Another bullish sector and more investors and analysts betting on it to be a long term player,
with most of TPOs giving commendable returns, however, we can see valuation, pricing and
fundamentals cannot be ignored.

8. IT

ol

The glamorous sector IT has not done great when we talk about IPOs, few names like
Happiest Minds and Nazara Technologies were a good bet. Others failed to perform on
as well as post listing.

9. Other Sectors

Othe Industries

Among other sectors, Power, and Telecommunications are a good bet while real estate, metals
etc need time to get good valuations.

E. Observation:

Capital markets have received very good response not only from institutional investors but also
sizable participation by retail investors. Some interesting facts are found from the above study.
Looking at the number of [POs launched in first quarter of 2022 and their size, it can be predicted
that for the rest of the year we can see more IPOs in 2022 than IPOs launched in 2021.
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Talking about the success of the [POs, it is categorized on two parameters first is gains on listing
day, second is gains post listing. It is observed that stocks of companied from healthcare sector,
Chemical, IT has more success on listing day as well as post listing.

In 2020 13 IPOs were launched out of which 9 saw a positive listing with average return of 71
%. As on date 11 are trading above IPO price.

In 2021 59 1POs were launched out of which 41 listed with positive returns, 18 with negative
returns. Average return for [POs trading was 30% in year 2021. As on date 33 are trading at price
above the IPO price.

From January 2021 till first half of May 2022 9 IPOs have been launched, 6 from the same gave
positive returns on listing with average of 12%, as of now 5 are trading with price above PO
offer price.

e 56 stocks were hit on listing, number of stocks were not successful on listing.

e 25 stocks were trading negatively on listing day,

e 15 Stocks hit on listing but today trending at below [PO offer price.

e 17 stocks which not hit on and still trading below the IPO offer price.

e 9 Stocks were listed ate below TPO offer price but gained momentum later and are trading
positively.

There are multiple factors that affect the listing day performance of in IPO. The traders who bet
on listing day, not interested in holding stock for long have to bear with the risk of tanking down
on the listing day.

There arec many investors who are now a days applying for IPOs with the intention of making
mongy in short term, as the whole process of application, allotment and listing hardly takes 15-
21 days. Getting allotment of IPOs on your wish-list is a part of luck too. Also, allotment depends
on the rate of oversubscription and undersubscription. Short term gains may seem lucrative. If
you total the listing day gain for all of the IPOs mentioned above, one would still make decent
profit.

But one thing that has to be kept in mind is not all TPOs will be allotted to one investor. Secondly,
to be become a listing day trader one must be mentally prepared to clear the position on same day
not matter you are making profits or losses. However, investors will tend to hold on loss making
IPO positions. This will block the capital and one has to pour more money to catch next IPOs.
Otherwise situation can be like where one has stuck money in loss making IPOs and no capital
to invest further.

So trading on IPOs and making profit on listing days has two important aspects; first is getting
allotment of a good IPO secondly choosing IPOs after fundamental analysis and then if [PO get
allotted then deciding exit point.

Here we put some of the case by case IPOs performanecs as on lisgin%”é'ﬁﬁa”post listing

1. SBI Cards — Much discussed, potentially goc],d IPO but got hlt%?,/ COVID-19 and listed
at 12% discount it took almost 6 moths to gain positive returns,
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2. It was observed that in spite of second wave fears of COVID 19, when businesses found
out ways to continue in spite of lockdown type restrictions, IPOs like Burger King India,
Happiest Mind Technologies, Rossari Biotech gave great listing gains.

3. Year 2021 saw great liquidity also great hike in national indices making favourable
environment and optimistic investors.

4. In the year 2021, 9 out of 10 [POs got oversubscribed more than 20 times of the size of
the 1ssue.

5. More than 20 TPOs launched in 2020 gave positive results on listing day giving more than
10% returns however, only 14 from them continued to maintain positive returns post
listing also.

6. The companies issuing fresh capital, with less size IPO gave a surprise to its investors
Sighachi Industries gave a whopping 207% returns. Paras defence and space technologies
gave 185% returns.

7. Whereas One 97 communications(Paytm), Shri Ram Properties, Aditya Birla Sunlife
AMC like reputed names disappointed investors on listing days.

8. Tatvachintan Pharma Chemicals was expected to be good an proved good, however many
analysts, fundamentalists were not expecting a loss making Zomato [PO to give positive
returns on listing day, however it was trading at premium on listing howver later the boom
based on brand name and social media influence vanished and it tanked low.

9. LIC the big name in Financial Institutions has done lot of market research to find out right
pricing, size of issue, waited patiently for right time of launching PO, went through
cumbersome legal formalities. Majority of the markets players expected to gain good
however it turned out a heart-breaking failed IPO as on listing.

10. Nazara technologies, G R Infra, Anand Rathi Wealth gained good results.

F. Conclusion:

Efficient market hypothesis has its own charm. It never fails to shock market participants
and proves that market discounts everything. There can be not a sing strategy to select IPOs with
high success rate also weather IPO or secondary market there cannot be success formula.
However it does not mean one cannot get returns by trading on [POs. Technique for making
money from IPOs is to first undertake fundamental analysis. Analyse the companies from bottom-
up approach. Even though the study says, Healthcare, Chemical IT have done great job one has
to be selective while choosing the right candidate from every sector. Also from above study it is
observed that out of 81, 80 IPOs were oversubscribed. The pricing of the issue is still a matter of
concern. Even though TPO lot size is more or less same still pricing range also holds a greater
impact on subscription level, this level ultimately creates a buzz and reflects on listing day pricing
as well as listing day trades.

It can be conclude there is no direct relationship between size of the TPO and its success, some
big ticket IPOs like LIC has failed and some small size IPOs }ike Sighachi \In[iustrics gave
enormous returns. s Le=
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It can be concluded that IPOs with high price range has given average returns but majority of
IPOs has followed mid-range pricing have seen better chances of getting higher returns.
One has to also pay attention of level of stake of promoters offered in IPO, % allocation to QIBs,
HNIs and retail investors and the subscription level. One has to thoroughly understand prospectus
or red herring prospectus. One should not go on blindly following market tips and bet in IPOs.
One should consult the financial advisor, stock broker before investing in IPOs. Liquidity also
should be taken into account because if one invests with intentions of short term gains and if [PO
fails then your money may get stuck.
Also there are maximum possibilities of gaining from IPO by giving it time to prove itself in the
market make money in long term.
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in the Post Covid Era’, organised by IQAC and Research Committee of SVKM’s Narsee
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There were 24 papers presented by 36 presenters during the conference from around
the globe and all had spoken on various aspects of sustainability after Covid Pandemic, such
as challenges to economic sustainability of business, challenges to social sustainability,
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The basic objective of the conference was to study and analyse experiences of various
sustainability issues with a practical approach by academic fraternity, industrial experts and

professionals.
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AN ANALYTICAL STUDY ON AUM GENERATED BY ESG THEMED
MUTUAL FUNDS IN INDIA (AMC PERSPECTIVE): ARESEARCH ON
SUSTAINABLE INVESTING WITH SPECIAL CONTEXT TO MUTUAL

FUNDS

*Shraddha Daftardar

Abstract:

Mutual funds are essentially meant to generate wealth for its investors. There are
various categories under which Asset Management Companies launch different schemes. One
of such category is thematic mutual funds and under this category further classification is of
ESG theme mutual funds. ESG stands for Environmental, Social and Governance this
terminology is a synonym for sustainable investing. In India till present date 9 such themes are
available, out of which only one was launched in 2013 rest all are launched in or post year
2020. This leads to an interesting study as to what has been performance of these schemes.
How they have received response from the investors. The study here shows that most of the
mutual fund houses have successfully launched these theme and got good investor response.
However matter of concern is how is investor looking at it? Are they investing consciously after
getting enough knowledge of the theme? If they are not educated enough then what actions
AMC should take to create awareness about sustainable investing? It has given rise to new
research topics that will analyze the investor’s perception, AMC actions and cash flows

generated and returns of these schemes.

Keywords: ESG investing, sustainable investing, mutual funds

Introduction:

Mutual Funds is a financial instrument through which an individual, an institutional
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investor, High Net-Worth individuals, Government and semi-government agencies can invest
in array of financial securities. It is a process of collecting money from various investors in
small-large amounts who are willing to invest but do not have knowledge and/or time. This
pooled money is then handled by professional experts called fund managers having knowledge
and experience in the field of finance. In India Mutual Funds industry has grown tremendously
especially after the sector was opened up for private players. In India there are approximately
44 asset management companies (AMC) which are also known as mutual fund houses. These
AMCs launch various type of schemes in which investors can put money. Securities and
Exchange Board of India (SEBI) is the body that regulates all activities related to mutual funds
along with Association of Mutual Funds India (AMFI). SEBI has categorized mutual schemes
depending upon various criteria. One of such category is thematic mutual funds and under
thematic category there a sub category called Environmental, Social and Corporate Governance
(ESG) theme. This a recent trend which is in context of sustainability. This focuses on selecting
such securities especially equity shares which are high on ESG ranking. Concepts like
Greenwashing, Carbon Footprints, and Renewable Energy are the buzzword around the globe.
Throwing light on Corporate Governance aspect, one of three pillars of ESG, being institutional
investors, mutual funds get access to voting rights of companies they are active observers of
the companies decisions, some countrics also adopt proxy voting policies which acts as a tool
for these investors to participate in companies governance and influence the major decisions
of the company. This in turn helps to protect investor’s rights. This also helps to check whether
companies implement the decisions as they have promised to implement or whether they

deviate from it. (Maxime Couvert, November 2020)

Socially responsible Mutual Fund (SRMF) have received high cash flow which has high
ESG ranking as compared to those who have low ESG ranking. Also the relationship could be
established between the returns generated by SRMF with high ESG ranking during volatile
market times. It was observed that high rated SRMF have performed better during the times of
cconomic downturns than low rated SRMF. The paper also talks about mutual funds Total
Expense Ratio, however these ratios are directly correlated to fund’s or scheme’s Asset Under
Management. The study reveals that in turbulent times mves‘ors préTanot tA uu{cst in funds

with high expense ratio as they found it expensive with context to risk adjustcd retubn. (June
L el .
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of the company. This in turn helps to protect investor’s rights. This also helps to check whether
companies implement the decisions as they have promised to implement or whether they
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ESG ranking as compared to those who have low ESG ranking. Also the relationship could be
cstablished between the returns generated by SRMF with high ESG ranking during volatile
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AN ANALYTICAL STUDY ON AUM GENERATED BY ESG THEMED
MUTUAL FUNDS IN INDIA (AMC PERSPECTIVE): ARESEARCH ON
SUSTAINABLE INVESTING WITH SPECIAL CONTEXT TO MUTUAL

FUNDS

*Shraddha Daftardar

Abstract:

Mutual funds are essentially meant to generate wealth for its investors. There are
various categories under which Asset Management Companies launch different schemes. One
of such category is thematic mutual funds and under this category further classification is of
ESG theme mutual funds. ESG stands for Environmental, Social and Governance this
terminology is a synonym for sustainable investing. In India till present date 9 such themes are
available, out of which only one was launched in 2013 rest all are launched in or post year
2020. This leads to an interesting study as to what has been performance of these schemes.
How they have received response from the investors. The study here shows that most of the
mutual fund houses have successfully launched these theme and got good investor response.
However matter of concern is how is investor looking at it? Are they investing consciously after
getting enough knowledge of the theme? If they are not educated enough then what actions
AMC should take to create awareness about sustainable investing? It has given rise to new

research topics that will analyze the investor’s perception, AMC actions and cash flows

generated and returns of these schemes.

Keywords: ESG investing, sustainable investing, mutual funds
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Environmental Social Governance

Carbon Emission Employee retention Political involvement

Deforestation Labor conditions Anti-Money Laundering

Policy

Biodiversity Human Rights Board composition

Waste management Gender Equality Lobbying

Water Security Socially beneficial products | Whistleblower schemes
/services

Sustainable investing considers diverse stakeholders, consistent with how companies

are developing.
Research Objectives:

1. To find out the level of cash flows generated by ESG themed mutual funds in India.

2. To study level of efforts taken by AMCs to promote ESG themed mutual funds in India.

3. To find out scope for further penetration of ESG theme by creating awareness about
this schemes.

4. To find out if there is relationship between AUMs generated and promotion efforts
taken by AMCs in India.

Research Methodology:

With the help of this paper one will be able to identify how mutual funds companies
have managed to generate cash flow for ESG themed mutual funds which is a synonym for
sustainable investing. This research paper is an analytical study of‘perfo%nance of 9 ESG
themes schemes launched by 9 AMCs. We could get direct access to 4 AMCs. The telephonic
conversation with product spcmalagt and mutual fund managers was dofie in Ordet to get more

relevant and factual mforma’tlon on th1s toplc The questlongwe‘;e open ended w}nch helped to
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There is also an effort seen to research on realized returns from ESG funds and its
association with its price which in first place are impacted by the level of demand elasticity and
inelasticity by ESG investors. Research has shown that the large impact of flows on realized
ESG returns does not necessarily affect expected ESG returns. The paper concludes that the
perception that when one invests in ESG fund one has to settle for less returns as the funds
might underperform is not true. Cash flows into ESG investing increase aggregate value of
green stocks which, every dollar invested in green funds increase value for green stock by 0.48.

3. (van der Beck, Philippe September 2021).

In India even though penetration of mutual fund is high now a days, if we take into
consideration huge inflows in the form of lump sum and SIPs, the collection of money into
thematic mutual funds and that by large, mid and small cap funds will show vast difference in
numbers. Here the perception of Indian mutual funds investor matter a lot. As profoundly stated
by many of the AMCs investors get casily influenced by past performance of the scheme,
whereas it does not guarantee future returns though. Still many of the investors decisions while
choosing a scheme are based on past CAGR, IRR or rolling returns. Now when we talk about
ESG theme its is recent trend in India, with very few AMCs have launched scheme under this
theme. And the situation here is that in India, only one AMC has launched ESG themed mutual
fund in 2013, all others are a recent launch, so not a great amount of past performance data is
available. Thus it may deviate investors from going ahead with these schemes. So there is need
to explain and spread awareness about this ESG theme. It leads to many research questions like
are mutual funds distributors promoting these schemes effectively? Do they have sufficient
knowledge themselves to educate the investor about the ESG? Are fund houses taking enough
efforts to promote these schemes? Where these funds stand from Asset Under Management

angle? This paper tries to find answer to some of these questions.

ESG investing is a relatively new concept in India and it is vaguely defined, unlike
other themes, selection criteria may differ a lot depending upon thought process of AMCs. Still

we explain here on a broad basis what is ESG investing. It means to prefer investing stocks of

companies who are doing well on these three fronts — — . 5
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= 5Bl Magnum ESG Equity Fund 5Bl Capital 4507 01-01-2013
= Aditya Birla Sunlife ESG Fund Aditya Sunlife Mutual Fund 996 04-12-2020
= Axis ESG Equity Fund Axis Capital 1699 22-01-2020
ICICI Prudential ESG Fund ICICI Prudential AMC 1369 21-09-2020
= |nvesco India ESG Equity Fund Invesco ESG Mutual Fund 708 26-02-2021
» Kotak ESG Opportunities Fund Kotak Capital 1264 20-11-2020
= Mirae Assets Nifty 50 ESG Sector Leaders FoF Mirae Nifty Mutual FoF 129 27-10-2020
= Quant ESG Equity Fund Quant Capital 129 15-10-2020
= Quantam India ESG Equity Fund Quantam ESG Mutual Fund 60 21-06-2019

Scheme specific analysis:

Kotak ESG Opportunities Fund —

As per discussion with Kotak Mutual fund representative we came to know that this
scheme follows ESG theme and is a multi-cap theme. So they invest in stocks which are not
only large cap but mid and small are also part of the portfolio. Kotak runs a specific model to
shortlist a stock. Examples given by them were like companies producing tobacco products,
alcohol products will not be included in their portfolio. The philosophy of the investing is such
that they are willing to give up on the gains or returns of such stocks which are socially,
environmentally hazardous and stick to their criteria of investing. Howev , they are keen on
observing few parameters and remedial actions taken by compames 90 tha they can get better
on ESG ranking. As of,mw they as a fund house do not have any stratcgy fo_r pro!notmg this
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Axis ESG Equity Fund —

This scheme has different constitution of portfolio. After telephonic discussion with
product specialist of Axis ESG Equity Fund we get clarity of fund philosophy. This scheme
has not restricted to Indian securities. Its composition consists of national as well as
international stocks. Stocks which are listed on NASDAQ are having 75% of the share in
portfolio. Remaining 24% is consisting of Indian large cap who are prominent in CSR
activities, fundamentally strong companies with excellent governance quality. It seems that
they also have not done anything special to promote this theme. Still AUM generated by this

fund is large within given duration since its launch.

SBI Magnum ESG Equity Fund —

The speciality of this scheme is that it has longest duration in this theme. Also
significant factor here is its selection process. Active weights of a security are determined by
the ESG scores. A positive score will enable a positive active weight, and vice-versa. SBI
Magnum Equity ESG Fund invests 80-100% in equity and equity related instruments following
ESG criteria and 0-20% can be invested in other equitics and/or debt and money market
instruments. The Fund aims at achicving its objectives by aligning itself to its Responsible
Investment Policy and using ESG assessments of constituent companies to minimise risks
arising from ESG factors and deliver risk-adjusted returns to the investors. The fund uses

negative screening, ESG integration and best-in-class approaches for stock selection.

ICICI Prudential ESG Fund —

When this scheme was launched a novel initiative was taken by AMC which was
planting a tree for every SIP registered under this scheme. This is also a part of CSR activities
by the AMC. The count of investors on the basis of PAN is taken and a certificate is awarded

to investor for participating in this ESG rally. However taking a look at AUM generated by this

¢ théime.
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Findings and Conclusion:

First clear finding from above table is that except SBI Magnum Equity ESG Scheme
all other themes are launched during or after year 2020. As this year as we all know is
characterized by COVID effect. So more awareness was created during this span about
sustainability. It can be interpreted that these AMCs by launching ESG theme scheme have
successfully launched the recent trend of sustainable investing and generated more fund flow.
It can be clearly seen that the popular is name of AMC like few established brands in capital
markets like Kotak, ICICI, and Axis have collected more cash flow as compared to relatively
new players like Quant Funds or Inveso India. So we can say that there is direct relationship
between AUM generated by popular of big AMCs and size of AUM under ESG scheme. This
leads to a straight forward interpretation that large players have investors trust as well as

preference using which it can be possible to add AUM under variety of thematic funds.

So one interpretation from above data is even though longer is the duration of fund
AUM generated was not quite high in proportion to AUM generated by other funds in
comparatively lesser duration. So we can say there is no direct relationship between duration

of the scheme and AUM generated by the scheme.

As it can be clearly seen that very few AMC have taken evidently prompting steps to
educate investors about fund philosophy and taking informed decision for being ESG investor.
It is also observed after individually analyzing each of the fund’s portfolio benchmark index is
common for all of the above schemes which is Nifty 100 ESG TRI. There is a great scope to

monitor performance of these funds from the AUM perspective as well as returns perspective.

Suggestions:

It is recommended that AMCs should take more actions for promoting sustainable
investing by educating investors so that they will be able to generate higher AUM for these
schemes. The next need is to keep a close watch on funds flow of these schemes and
comparative study should be done with those equity schemes an&anaiy%c on returns generated

and wealth created by thcsc SChcmcs As though procéss of method of portfoho sclection is
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different. So it will be helpful in ranking these scheme on the basis of performance making it

more meaningful research.
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Questionnaire for Mutual fund managers/ product specialist / relationship manager

E

2
3.
4

How ESG themed schemes portfolio is selected?

What are steps taken by AMC to promote ESG theme?

Did you recommend ESG funds to new investors or existing investors?

Do you feel ESG investors have chosen this fund because they understood the concept
of ESG?

Do you think AUM generated by ESG scheme is below the expectation or above the

expectation?
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A Study on Sources of Passive Income

Prof. Surbhi Bhoir

Assistant Professor, Pramod Ram Ujagar Tiwari Saket Institute of Management, Kalyan

Abstract

Many people have lost their jobs during the Covid — 19 pandemic not only in India but worldwide. The general public’s
employment prospects have been severely challenged due to the pandemic. Also, many of those individuals who were employed
had to face the problem of salary cuts, and were deprived of bonuses and incentives unbalancing their personal financial
requirements. Moreover, corporate organisations had stopped their recruiting and hiring processes. During such a situation
the individuals who had planned for their passive incomes were the ones who were at ease because of the challenges posed by
the pandemic. The following research paper will highlight the possible sources of generating passive income along with an

individual’s primary income.
Keywords: Passive Income, Side Income, Entrepreneur

Introduction

Passive income is misunderstood to be an income which
does not require any serious attention, knowledge,
time, effort and other resources of an individual. Yet it
is highly sought after because it helps to generate extra
earnings from multiple sources or cover up for the
routine expenses in case of job loss or any financial crisis.
The Covid - 19 recession resulted in many people losing
their jobs and becoming unemployed. The people with
well - planned passive income generation sources could
manage to come out of such stressful situation. It gave
ae much needed financial support at times of crisis.

The concept of passive income is very simple. An
individual who is employed generates his primary
income received from his employer. Apart from this
primary income, the individual may have secondary
sources of income which is not received from his
employer. This income can be from varied sources.
Based on the skills, resources and knowledge that the
individual possesses he may choose his source of passive
income. Thus, passive income includes regular earnings
from a source other than an employer. For example, if an
individual is employed with an IT firm and Rs. X as his
salary and if he gets rent from a property then the salary

received becomes his primary income and the rental
amount is his passive income.

In the above example, one might believe that in order to
generate passive income the individual does not have to
take any effort. But it is not so. The individual owning
the property will have to maintain the property, pay
property taxes and bills on time, source for a genuine
tenant and follow up for rental amount and create
agreement copies and so on. The amount of time, efforts
and resources required in order to do so are less as
compared to that required for primary income. Hence
passive income should not be considered as a short cut
to become rich quickly or getting something for nothing.
In order to generate steady passive income a lot of
investment and nurturing is required.

Hence passive income can support an individual’'s
retirement goals or building wealth or generating
steady income in case of problems in employment. It
can also help to clear one’s debts or become financially
independent.

Some sources of passive income can be rental income,
rovalty, annuity, affiliate marketing, dividend stocks,
creating an app, creating a blog or podcast or YouTube
channel, selling space for advertisement, content writing,
designing, tax filing, coaci‘l.i,r_getg \
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Research Methodology

Type of research: It is an exploratory research. In this
study the problem is not clearly defined. The study is
carried out in order to gain insights about passive income
generation.

Objectives of the study: The objectives of the study are
mentioned below:

1. To understand about the concept of passive income
and

2. To understand the various of sources of passive
income

Sources of data: The data for the study was primarily
been collected from secondary sources. No primary
source of data was been used for the study. The secondary
sources included the research work done by scholars
and researchers on the subject. Besides some newspaper
articles were also used for the study.

Findings and analysis

The possible sources of passive income are discussed in
detail below. An individual can choose multiple sources
in order to diversify his income portfolio and secure his
financial needs.

1. Rental income

Rental income can be earned from various sources.
An individual can rent his flat, farm house, farming
land, open lawn, car, or any utility vehicle, etc.

The individual owning the property will have to
maintain the property, pay property taxes and bills
on time, source for a genuine tenant and follow up
for rental amount and create agreement copies and
so on. Likewise if an individual rents a car or any
utility vehicle then he may have to maintain his
vehicle, pay insurance premiums, expend on service
and repairs, driver’s salary etc. Many people now
—a — days owning a car use their vehicle for rental
services by undergoing an agreement with various
cab rental servicing companies like Ola, Meru and
Uber.

During pandemic many tenants were not able to
pay their rents on time to their property owners. The
property owners who had loans on their property or
if their property was mortgaged found it difficult to
pay their EMIs. The car rental services also suffered
during the pandemic where people had to follow
the lockdown restrictions and stay at home as far as
possible.

However, the cash flow at the end of the month

from the rental amount adds and supports the
primary income. Renting property acts like a money

- making opportunity by utilising a property that
is not used otherwise. There is although a risk
involved if the property is damaged by the tenant.
Hence efforts need to be taken in order to check the
background of the tenant before renting.

2. Royalty

Royalty can be earned by an individual when his
copyrighted work is used by someone. Royalty can
be patent royalty, trademark royalty, copyrighted
material, music and art royalty, design royalty,
software royalty etc. If an individual has expertise
on any intellectual property then he or she can
create the intellectual property and register under
Intellectual Property Rights Act and earn royalties
throughout their life.

3. Annuity

Annuity is a form of insurance or financial product
that an individual pays for a certain period of time
and later becomes a passive income stream for the
retiree or the individual. The amount of annuity
and duration of payment varies depending on the
annuity contract that the individual undergoes with
a company. Annuity can be in the form of savings
account, mortgage payments, insurance payments
and pension payments. An individual can invest
in annuity products in consultation with a trusted
financial advisor and get good amount of passive
income.

4. Affiliate Marketing

Affiliate marketing is a process that involves
earning commission by marketing products sold or
manufactured by third party. Here an individual
influences his referrals for purchase of products
sold or manufactured by third party. The individual
may use his website or blog, mobile app in order to
promote third party’s products. Affiliate marketing
becomes a good source of passive income over a
period of time. Most of the buyers have gained
trust on making purchases online and hence
affiliate marketing has become an opportunity for
significant bloggers and website owners. Almost
all big brands of online retailing have their affiliate
programs. E-tailers like Amazon, Flipkart, Share A
Sale are best known affiliate partners. Instagram,
Facebook, Twitter, YouTube provide a huge
platform to promote products with the help of
their affiliate marketing tools. The individual who
is content creator or the publisher will have to take
time to create content and build traffic. Attractive
content creation is the key to attract good number
of followers to your website or blog and influence
them for the Purchase.
o .
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Dividend stocks

Dividend stocks are the dividends paid by well
established companies with a good track record of
distributing earnings back to their shareholders.
The dividends are paid in cash on quarterly basis
out of the profits made by the company. Dividends
are a significant source of earning passive income,
wherein post research of identifying good stocks and
investing certain amount in the stocks; an individual
can earn large dividend pay-outs. The dividends
earned can be re-invested in other stocks. Investing
in stocks involves opening demat account through
best suitable broker.The broker charges some fees
for the services rendered by him for handling the
demat account’s transactions. However, investing in
dividend stocks can be a risky affair if the individual
does not have adequate knowledge of stock trading
and appetite to bear the losses in uncertain market
conditions.

Creating an app

Creating a smartphone app can also be a source
of passive income. If an individual has an idea of
making a mobile app which either catches the fancy
of audience or if it is some utility based application,
then the individual can create the app and sell it on
the App store. In order to create the application the
individual can hire a programmer who develops
the application for a fee. Over a period of time
when users download the app, the individual
starts earning based on downloads or through adds
appearing while using the application by the user
or by charging for premium features for using the
app. The app can be a game or utility based which
simplifies complex functions for users. The app
generated however requires upgrades or needs to
be updated in case of informative application. If not,
then the app may lose its popularity and cash flow
would gradually decrease.

Creating a blog /website / YouTube channel

Creating a blog or podcast or YouTube channel can
help in earning passive income. A blog is a weblog
that contains posts published on World Wide Web.
The posts are related to a particular subject of choice
of the blogger. Blogger is the person who creates
and maintains the blog in order to create traffic
by attracting audience through posts on his blog.
The blog can be on any subject related to passion
or area of interest or expertise of the blogger. Some
examples of subjects for creating a blog can be
travel, health and nutrition, food, dance, fitness,
coaching, comparisons between two products etc.
An engaging content on the blog can attract the
target audience who follow the blog posts and

thereby help in creating steady income stream over
time. Through blogging one can earn with the help
of affiliate links, courses, sponsored posts, products,
books, deals etc.

An individual can also develop his own website and
offer certain services. The services can be marketing
services or any other operational services. The owner
of the website need not work on the marketing plans
of the clients on his own. The task can be outsourced
to freelancers who would deliver the work. The
owner of the website earns passive income through
the client and supplies the freelancing fee to the
freelancer.

YouTube Channel also helps in gaining steady
passive income stream through sponsored videos,
ad revenues, content viewed, etc. The video content
has to be very relevant and updated in order to
make the channel a hit or increase the number
of subscribers. Once the viewers start liking the
channel’s content they keep a track of new videos
posted on the channel thereby increasing the
revenue for the owner or YouTuber.

Selling space for advertisement

Selling space for advertisement is a unique way
of generating passive income. Spaces like house
exterior walls and automobiles can be given on rent
for pasting advertisement banners at no extra cost to
the owner of the house and car or any other utility
vehicle. An advertising agency can be contacted for
renting the space available, evaluating the space
and accordingly use the space on rental basis for
publishing advertisements. They check if the house
is at a high street or prime location, its visibility to
commuters, the demographics of the commuters
and viewership of the location. In case of renting car
or utility vehicle space for advertisement the agency
may evaluate the driving habits like the driver’s
clean driving record, drlve location and number of
miles drwen daily. The owner can earn on the basis
of number of miles driven.

Content writing

Content writing can also be one of the sources of
generating passive income. In content writing the
content is been written by content writers and they
are paid for the amount of work done, i.e. on per
word basis. Content writing involves efforts to be
taken up by content writer in order to undergo
research on the subject or topic allotted for writing.
Content writing services are availed for different
forms of contents such as web content writing, blog
writing, research articles, proof reading, infographic
content, marketing materials, product description,
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15:

copywriting etc. Various content writing service
companies have fixed payment pricing plans for
content writing.

Selling Video Content

Selling video content is also one of the sources
of generating passive income. The video can
have content related to any event, accident,
excitement, drama, strike, rally, humour, festivals,
demonstrations etc. As now-a-days smartphones are
handy, videos related to such content can be easily
recorded. People are obsessed with video content
and make them viral over social media within no
time. The content can be sold to websites or media
houses in exchange of money. Many video content
can also help the creator generate royalty which can
be earned up to several years.

Online Sales of Products / Flip Retail Products -
Online

Flipping retail products is a unique way of
generating passive income. E-tailers like Amazon,
eBay, Facebook Marketplace etc. provide platforms
for flipping retail products. In order to generate
income by flipping retail products an individual has
to identify, source and purchase products at low cost
and resell them by adding a certain profit percentage
over the cost price of the product purchase. The key
to success of this model is by sourcing a discounted
merchandise store. Selling the products online can
help to make this model ideal for generating passive
income. Antique and vintage products can also be
sold by reselling the products.

Peer — to — peer lending

Peer — to — peer lending involves providing personal
loan to a borrower. This may or may not involve a
third party intermediary. As a lender an individual
can choose the borrower by doing his background
check and decide the terms of repayment of principal
and interest amount. The earnings in peer —to — peer
lending happens because of the interest levied on
the borrower. There are possibilities that the lending
amount may be defaulted by the borrower. Besides
these loans are unsecured. Thus the lender should
diversify lending portfolio by lending smaller
amounts to multiple people in order to mitigate the
risk.

Selling digital products

Creating and selling one’s own digital product
rather selling someone else’s product is another
means of earning passive income. Digital products
can be online courses, e-books, stock photos, custom
graphic designs etc.

14.

15.

16.

Many e-books are available online especially on
Amazon’s Kindle written by authors who have
generated passive income through self-publishing.
The demand for e-books has increased and market
has become competitive as well. If the author’s
content is attractive then the author’s e-book can
have loyal readers.

Passive income can also be generated by selling
video courses online. Udemy, SkillShare, Coursera,
etc. are popular online platforms that sell virtual
courses on various subjects created by experts. An
expert can create a video course and upload for
sale to viewers. The expert may upload some free
informative videos on the subject as teasers for
the learners and charge premium for subscribing
in order to obtain additional information on the
subject. Thus by introducing multiple courses over
a period of time one can expect a steady source of
income.

If photography is the passion of an individual
then the photos captured can also generate passive
income by depositing them or stocking them at
stock photo sites. These photos are purchased from
the sites for publishing on the websites, blogs,
magazines or marketing material. The photographer
in turn receives commission on purchase of photos
posted by him.

Licensing Music

Passive income can be generated by selling licensed
music online and earn royalty when it is been
used by any listener. Music is in high demand and
people are ready to pay for it. YouTube videos and
commercials often use licensed music.

Network Marketing

Network marketing is commonly called as multi
- level marketing (MLM). One can earn passive
income by networking and building a team under
them. The team’s effort combined with individual’s
efforts towards sales of company’s products results
in generating commission based revenue for the
individual. Companies like Tupperware, Avon,
Oriflame, Modicare, Vestige etc. have been running
successfully under the same MLM business model.

Sell custom design items

Selling customised designed items is another way
of generating passive income. A customised graphic
design selected by the customer is printed on his
choice of product such as mug, t-shirt, cap, bag,
phone back cover etc. The customised product
is then packed and shipped to the customer.
E-commerce sites like Amazon provides such
customised services.
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17. Referral commission

Referral commission or finder’s fee is a commission
paid to the person who helps in facilitating a
deal by connecting a potential customer with the
business organisation. The referral commission
can also help to generate passive income. The
person or finder of the potential customer receives
brokerage or incentives for helping the business
increase their client base. Real estate sales most of
the times happens because of the references and
not by professional real estate agents. Freelancers,
designers, photographers, solopreneurs etc. many-
a-times are willing to pay referral fee for helping
them increase their client base.

18. Sell your stuff

Selling unwanted household items is another way
of generating passive income. Big Bazaar's purana
do naya lomarketing program had been very popular
where old clothes, newspapers, gadgets, electronic
items and scrap could earn cash vouchers which
could be used for purchase of grocery items.
Likewise, OLX has introduced the concept of selling
unwanted items on OLX and earning cash. Car24.
com has also introduced the concept of selling ones
car through their portal and generating income.

19. Use passive income apps

Income can as well be generated by installing some
smartphone applications and performing few actions
in order to earn money. The actions may require an
individual to invest some money into something or
watch videos or play games. Recently MPL; Mobile
Premier League mobile gaming app had been very
popular with a concept play and earn. There are a
large number of smartphone apps for watch and
earn and invest and earn passive income options.

20. Start a dropshipping store

The drop shipping model is another trending source
of generating passive income. In this model an
individual can sell trending products to customers
around the world ranging from fashion to lifestyle
products to beauty products. The individual can
determine the selling price and have control over
the earnings. The supplier of the product packs and
parcels the shipment to the customer.

21. Savings

Savings can also be considered for generating
passive income. Fixed deposits, recurrent deposits,
National Savings Certificate (NSC) etc. provide
individuals with interest benefit for the amount
deposited with the financial institution. As the

savings certification matures the individual can earn
back his principal as well as interest amount from
the financial institution. The savings certificates are
low risk investments and hence yield low returns.

22. Investin a Business

An individual can also earn passive income by
investing in a business as a silent partner or
sleeping partner or as a partner in profits only. A
new business idea needs investment and many a
times the idea generator or executor does not have
required resources and funding for starting up the
new venture. Hence help in form of partnership
is offered to the investor and capital is raised for
starting up the business. Over a period of time post
break — even is achieved the investor gets his share
of profits from the business.

23. Others

There are other sources as well which help in
generating passive income. Those are refinancing
mortgage;designing of dress, interiors, marketing
material etc; tax filing; coaching for fitness,
education, yoga etc.

Discussion

Passive income can act as a support for generating extra
income apart from primary income initially. Gradually
an individual can try to convert his passive income
source into primary source and quit his job. Passive
income does require time, attention and efforts but the
amount earned through it is worthwhile. Passive income
is best survival strategy not only during pandemic but
also during any kind of economic and financial crisis.

Limitations

The following are the limitations of the research for the
study.

The first limitation was that the study was completely
based on secondary data.

The second limitation was that there was no prior studies
on this topic.

The third limitation was concerned with the shortage of
time available to study on the topic.
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Abstract:
An over-the-top (OTT) media service is a streaming media service offered directly to viewers via the internet. OTT bypasses
cable, broadcast, and satellite television platforms, for that matter even the companies that traditionally act as a controller or
distributor of such content. Over—the—top media services platforms have become quite popular in India since last few years.
Due to COVID-19 outbreak in the country, many filmmakers are now releasing their movies on major OTT platforms, instead
of waiting for the theatres to re-open. Pandemic has accelerated the digitalisation process in the country. The production houses
have also shown intentions of heavy investments in creating differentiated and original content and making their services
ffordable to the masses. The present study will be focused on studying the consumption patterns of OTT Streaming services
during lockdown. The study will help to understand the demographics, psychographics and behavioural aspects of the
consumers using these OTT streaming services. The proposed study will be beneficial in shedding light to understand consumer
behaviour and accordingly create services to keep up the demand for OTT Streaming services in India by identifying key
variables influencing viewers to use OTT streaming services.
Keywords: OTT, Consumption pattern, Consumer Behaviour, Covid 19 Impact.

Introduction:
Covid — 19 pandemic had forced countries across the globe to impose complete lockdown in their respective countries. Indian
government too imposed lockdown everywhere. Lockdown resulted in closing down of business operations physically and
work virtually in order to accomplish various business functions. Working virtually gave rise to increase in consumption of
many digital services at the convenience of people’s homes. Many digital services were newly introduced while many others
which were pre-existing saw a rise in their respective consumer base or increase in usage ratc. Few of the digital services which
saw a rise were digital payments, online shopping of luxuries as well as essentials, digital marketing, online coaching, online
courses and online entertainment to name a few.
Many consumers had tried and adopted digital services as a result of effect of lockdown during Covid — 19 pandemic. Swift
adoption of these services had been possible because of availability of various internet connections, availability of smart
devices, better networks, technological innovations, affordability of the services and user friendly user interface. One such
vice adopted by consumers was OTT (over-the-top) streaming services which brought about a drastic change in
consumption patterns of the people looking out for entertainment options. The OTT platform allows viewers to avail media
services directly via the internet. The OTT streaming services capitalised on the digital media as a promising media service
amongst the youth and middle aged group people.
OTT stands for over — the — top video and audio hosting and streaming services. Initially OTT was used only for content
hosting but later it quickly evolved into the creation and distribution of movies, feature films, documentaries, and web series.
These services with the help of artificial intelligence recommend content to users based on their viewing history over the
platform. Some of these platforms offer free content to users while some others provide content based on subscription fees.
These services can be accessible using smart phones, smart TVs, personal computers or laptops, tablets etc.
Some of the reasons of increase in consumption of OTT platforms are shutting down of theatres and multiplexes, restrictions
on shooting, migration of workers working for entertainment industry, social distancing norms and isolation of people from
family members during quarantine, different choice of channels of family members and unavailability of other entertainment
sources. Some of the popular OTT streaming services are Netflix, amazon Prime, Sony Liv, Jio Cinema, Alt Balaji, Voot,
Disney + Hotstar, Mx Player, Zee5, Eros Now etc.
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(Gangwar, 2020) studied the preference of OTT platforms in India. The study concluded that technological advancement and
content quality are the major factors that influences the Indian customers to adopt the OTT platform. The study also concluded
that the millennials are attracted towards the OTT platforms because of International content.

(Gardner, 2020) studied that viewers have so many OTT Services to choose from and hence the service providers need to
engage their customers in order to attract their attention.

(Madhukalya & Van Daele, 2020) recommended service providers to scarch for ways to decal with the problem of increased
demand for data consumption without hampering quality of service experience or else customers may switch to another service
providers.

(Sharma & Chakraborti, 2020) studied the economic impact of lockdown due to COVID-19 on the Service Sector in India and
its economic impact. The study concluded that lockdown led to shut down of business operations and loss in profitability in
the hard hit service sector.

(Arora, 2018) studied the impact of social media advertising on millennials' preferences. The study concluded that the
respondents’ preferences for using social media websites as they regularly read blogs, used social media platforms for
comparison of different products, sought opinions of experts before buying a product, and the number of likes and dislikes had
a significant impact on their choices.

‘Chang & Chen, 2008 and Delafrooz, 2011) conducted studies about digital and online context and mentioned a list of factors
like quality, usefulness, perceived ease of use, attitude of customers, trust, perceived risk, security, engagement and service
experience

(Ghadialy, 2011) concluded that with the advent of new technological devices like smartphones, tablets and ultra-books; the
ways in which programs are produced and watched has been reshaped drastically when compared to conventional television

and new media.

Methodology
The study involves quantitative research answering to questions related to “what are the consumption patterns of the
consumers?”, “what they watch?”, “when they watch?” or “how much time they spend?”” The study is also a descriptive study
wherein data is collected with the help of survey for the variables of the study. Numerical outputs will be helpful for drawing
analysis and conclusions based in a fact driven manner.
1. Objectives of the study — The objectives of the study are:
i. Tounderstand the demographical profile of the consumers using OTT streaming services.
ii. To study their consumption patterns
iii. To analyse what are the key variables influencing them to use OTT streaming services.
2. Primary Data Collection - The primary data was collected by sharing questionnaire through Google forms via Whatsapp,
LinkedIn and Facebook.

Universe of the study - The universe of the study was anyone from urban city using OTT platforms could become a part
of the survey.
ii. Sampling design - The responscs were collected from 68 respondents from urban areas.
iii. Tools - Primary data was collected through survey with the help of questionnaire designed for consumers using OTT
streaming scrvicces.
iv. Techniques - Non probability — convenience data sampling method was used for conducting the survey.
iv. Statistical consideration / software applications - The demographical profile of the respondents was evaluated using
percentages as a measure. While the key variables influencing respondents to use OTT streaming services was cvaluated by
using mean by assigning scores to Likert scale.
3. Secondary Data Collection - The secondary data for the study was collected from various secondary sources like libraries,
articles, journals and reports published from time to time with respect to the studies done regarding OTT streaming services.
Internet resources of secondary data was also explored for the study.
4. Limitations of the study — The study is not restricted to only urban arca and hence the nature of data is diverse.

Data analysis and interpretation . ‘1

The data analy51s is done in four parts. The first part comprised of understanding the demographlo’ profile of users of OTT
streaming scrvices. The second part analyses the consumptmn pattern and impact 'of COVID 19-lockdown on usage of OTT
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streaming services. The third part comprised of ranking of OTT streaming services based on preferences. The fourth part
identifies the key variables influencing use of OTT streaming services.

Table 1: Section I — Demographic Profile of the respondents using OTT Streaming services

Variable Attribute Frequency (68) Percentage (100%)
Age of respondents 19— 25 28 41.20%
26 — 35 28 41.20%
35 _ 45 10 14.70%
45 and above . 2.50%
Gender of respondents | Female 27 39.70%
Male 41 60.3%
Marital ~ Status  of | Single 42 61.80%
respondents Married 26 38.20%
Family size of | Upto 4 members 39 57.40%
respondents Above 4 members 29 42.60%
Profession of | Studying 23 33.80%
respondents Service 39 57.40%
Business 5 7.40%
Retired 1 1.50%
Did respondents travel | Yes 15 22.10%
during lockdown? No 29 42.60%
Not working (studying | 24 35.30%
/ retired)

Table | shows the demographic profile of 68 respondents who participated in the study. From the table it can be inferred that
majority of the respondents belonged from the age group category of 19 years to 25 years and 26 years to 35 years. Female
respondents were only around 40% as compared to male respondents which were around 60%. 62% Singles participated in the
study as against 38% marricd ones. Approximately 57% respondents had upto 4 family members while approximately 43%
respondents had family size above 4 members. Majority of respondents (approximately 57%) belonged to the service class
category while approximately 34% respondents were studying. Almost 43% of the respondents did not travel during lockdown
for work purpose while approximately 35% respondents were either studying or retired. During lockdown students as well as
retired persons were also not travelling. Only 22% respondents travelled during lockdown.

Table 2: Section II — Consumption pattern and impact of COVID 19 Lockdown on usage of OTT streaming services

Variable | Attribute | Frequency (68) | Percentage
TYPE OF SUBSCRIPTION AND PAYMENT PATTERNS
What kind of OTT strcaming | Subscription based (paid) 13 19.10%
service do respondents use? Free subscription based 20 29.40%
Both 35 51.50%
What amount do respondents | Rs. 0 (use only free subscription | 20 29.40%
spend on availing OTT services? | based platforms)
Rs. I - Rs. 250 per month 26 38.20%
Rs. 251 - Rs. 500 per month 14 20.60%
Rs. 501 and above per month 8 11.80%
For what duration do the | Monthly 16 23.50%
respondents purchasc their | Yearly 31 45.60%
subscription? Free only 21 — 4 30.90%
Do the respondents share their | Yes 44 1 o, 6‘1;2‘9%
subscription  with  friends or | No 215007 24 2a35.30%
/s N o .
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relatives in order to make it

affordable?

DEVICE USAGE PATTERNS

Which device is generally used by | Television 9 13.20%

respondents  for availing OTT | Personal Computer 3 4.40%

services? Laptop 2 2.90%
Tablet 2 2.90%
Smartphone 52 76.50%

Do the respondents usc cast screen | Yes 32 47.00%

/ screen mirroring featurc from | No 36 53.00%

their smartphone to view OTT

streaming on their Smart TV?

CONSUMPTION TIME PATTERNS

What is the average duration of | Less than 2 hours 42 61.80%

time spent by respondents on OTT | 2-4 hours 21 30.90%

currently on daily basis? 4-6 hours 5 7.40%
Above 6 hours Nil -

What time of day do respondents | Morning (6 am to 12 noon) 3 4.40%

generally prefer using OTT | Afternoon (12 pm to 4 pm) 11 16.20%

services? Evening (4 pm to 8 pm) 9 13.20%
Night (8 pm to 6 am) 45 66.20%

Do respondents download the | Download the content and watch | 11 16.20%

content to view later or watch | later

using internet? Watch using internet 34 50.00%
Both 23 33.80%

IMPACT OF COVID 19 LOCKDOWN ON CONSUMPTION PATTERNS

Did the respondents use any new | Yes 42 61.80%

OTT platform during lockdown? | No 26 38.20%

Has there been increase in usage of | Yes 43 63.20%

OTT services during lockdown? No 25 36.80%

Part A of the above table shows that majority of viewers use paid annual services of OTT platforms. Only 29% viewers use
free subscriptions for viewing content. Subscribers prefer to spend majorly upto Rs. 250 per month on paid subscriptions.
“bscribers also look out for friends or relatives while subscribing OTT services in order to make the affordable.

. art B of the above table indicates that viewers prefer to watch OTT services via smartphones and do not use Cast screen or
screen mirroring feature much.

Part C of the above table indicates that majority of viewers view content during night time between 8 pm to 6 am. Majority
of the viewers watch content for upto 2 hours a day. Also majority of the viewers watch content on OTT platform using internet
services and not downloading the content to view later.

Part D of the above table clearly indicates that people have increased their OTT streaming services usage during lockdown as
well as started using new ones during COVID 19 lockdown. The same was concluded in a survey conducted during July and
August by FLYX which is a strcaming social network that more than 50% respondents had purchascd new  subscriptions

during the pandemic.

Table 3: Section Il — Ranking OTT Streaming Services based on preferences

Variable Attribute Percentage Rank
What kind of content do you | Movies 91.20% R
watch  through  OTT | Web series 85.30% 20
services? TV serials 30.90% = \ 6"
OTT Services’.Originals | | 44.10% \ L4453

~ AN
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Music 35.30% g
Dramas 19.10% g
International content 38.20% 4
Games 22.10% s
Why do you prefer using | Content quality 70.60% 2n
OTT services over cable / | Convenience of time to watch content 72.10% 1%
DTH services? Convenience of mobility to access from
anywhere 63.20% 3"
Ad — free content 41.20% 4t
Affordable cost 17.60% 7°
Private viewing 32.40% 58
New experience 30.90% o
Do not have cable / DTH connection 10.30% 9t
Most of the time goes in travelling / don’t be
at home 14.70% 8"
Which  of these OTT | Netflix 59.70% 3
platforms do you use? Amazon Prime 64.20% g
Sony Liv 34.30% 5t
Jio Cinema 16.40% g
Alt Balaji 11.90% gt
Voot 22.40% ™
Disney + Hotstar 76.10% 1
Mx Player 46.30% 4t
ZeeS 28.40% 6"
Eros Now 3.00% 10"

The above table indicates that viewers prefer to watch Movies, Web series the most followed by OTT Series Originals and
International content. They prefer using OTT services over cable or DTH services because of content quality, convenience of
time to watch content and convenience of mobility to access from anywhere. The most widely used OTT platform is Disney
+ Hotstar, followed by Amazon Prime and Netflix.

Table 4: Section IV — Key Variables influencing use of OTT Streaming services

Variable Responses | Frequency Mean
Content Quality 68 310 4.55
Convenience of time to watch content 68 303 4.46
Convenicnce of mobility to access from anywhere 68 301 4.43
Ad-free content 68 283 4.16
Affordable cost 68 278 4.09
Private viewing 68 264 3.88
New experience 68 263 3.87
Do not have Cable / DTH connection 68 196 2.88

The above table indicates that viewers prefer OTT streaming services because of content quality, convenience of time to watch
content, convenience of mobility to access from anywhere, ad-free content, private viewing and new experience. No cable or
DTH connection at home is not the primary reason for most of them to view content via OTT medium.

Conclusion
It can be concluded from the study that Covid 19 Lockdown had a positive impact on the consumption patterns of the OTT

strcaming services. There was a steep rise in the subscriptions of these services as well as the time spent on these services had
also increased. The study also identified the demographic profile of consumers using OTT itreamin@'@ervibeg. The spending
patterns show that majority of the customers prefer paid subscriptions, with annual subscription plans. The efistomers also
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prefer to purchase group plans for various devices. The viewing time is during night preferably for upto 2 hours a day. They
prefer using smartphones rather than any other smart devices.

The viewers’ prefer to watch movics, Original content or web series on OTT platforms. Content quality, convenience of time
to watch content and convenience of mobility to access from anywhere are the major factors influencing use of OTT streaming
services. Compromise on any of the above key factors will have a negative impact on the growth of the OTT streaming service.
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® (l‘n:xldci'ilzg the growing inportance

crce of the MSME sector and 1heir nereasing
to the GDP the NBEFCs have been

Snuncial requirements of the

contribution
able o address the
MSMI secror,
e Muny fnancial prodocts includmg loans, insur-
ance. money transfer services have been made
aceessible o the customers belongie 1o the hot-
ramid and 1t has made possible only

NBFCs,

tom of the

througl the

8 L
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e  NBFCs have been able o come upwith oy

tive products aimed a1 varied needs of muliple

consumer seaments Tike housing loans. persongl

foans from therr taditional focus on aulemaohiic

Toans,

e Oncoflthe NEOT Issues d by the sovermmen

i implementing inancial inclusion s the lack of

lust mile connectivity in reaching the remotesi
locations where (he customers reside has been

addressed by the NBFC™S by expanding themselyes
in 1o geographies which have a potenitial
e NBICS have been uble o adopt themselves to
changes in the ceonomy as well as the growing

demands of the customer segments,

e Alter mking in 1o consideration of the SISO

Hrons that are developed 1o anage the

regt
a commendabie

have a rels

NBICs they mre also able 1o do
work i managing the risk ang tive

negligible perceniage of NPA'S,

Hence it can be imlcired thar NBICs are plaving o
major role i providing an altormative financial option
o the customers, The custorer hase for the NBICs
are expanding rapidly and tus FCQUITCS IROTE COnss-
tent eflorts from the NBFCs 1o maintain e monmen-
tme AU this outset 1t becomes mperative from a .
search point o view 10 understand whether the CXISi-

customers as well as the tarect clienicle Tor the

ing

NBECs are indeed satistied about the Tunctioning if

the NBFCs and what this their perception reearding

the same. In this study an effort would be made 1o

anderstand what iy (he pereeption of the customers
fowards the services offered by NBIC comipanies

nsidering

e arca for eh study chosen is Mamba
it to the financial capital of the couniry as well s g
hub for auliiple fevels of people hving weether in-
cluding

gevernment emplovees, privade  sector

cniployee’s small traders and business men cle. ihe

study will mchude o stroctured questionaire

prepared inorder 1o find oul the consuner o€
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AN ANALY

S 01 CUSTOMER PERCEPTION TOWARDS SERVICES OFFERED BY

NBFCS IN MUMBAL

dnid based upon the responses collected the data would
be analyzed statistically and results presented here-

with,
Hesearch Objectives and Methodology:

e research has been conducted with the following

objectives 1o be validated and presented,

s o analvze the consumer perception towards ser-

vices oifered by NBIFCs e Pune region

& Toanalyze the feedback of customers with refer-
cnce 1o NBECs as an alrernative financial option

from their point of view,

A stroclired questionmnre be prepared m accordance
with the objectives of the study which included spe-
cific questions related to consumer pereeption. The
datrwas collected from a sample of 345 respondents
which inclades Government sector employees. Pri-
vare sector emplovees, small traders and business men,
Phe data vollected and analyred through SPSS and
the results are presented herewith,
fivpotliesis:

b ihis stady o understand the pereeption the follow-

g twe hvpotheses are developed and validated.

B NBEFCS improves the linaneial status of con-
TGN
H2: NBFCS act as a foel for Financial develop-

gl

Froncthe analvais of data, the Tollowine findings are

found ont,

For the question related to do NBFCS have a huge
marhet share mowerms of catering o customer’s {inan-

crab needs it was found that only 757, of the reson-

dents have a positive pereeption and almost 47% have
@ negative pereeption in this regard. About 26% of
the respondents have a neutral opinion on their per-

ception in s fictor,

For the question related to if NBFC's are helping in
greater penetration of organized [nance, it was found
that only 17% of the respondents have a positive
perception and almost 37% have a negative pereep-
tion i this regard. About 26%, of the respondents

have a neutral opinion on their pereeption in this facior.

For the question related 1o rospondent’s pereeplion
towards whether the NBFC's are highly transparent
like the banks, 1t was (ound that only 17% of the
respandents have a positive perception and wlniost
52% have a negative perception in Uiis regard. Abowt

0% ol the respondents have a neutral OPINON on

thelr pereeption in this factor,

For the question related 1o respondent’s perception
towards whether the NBEFC™s are offering easy loan
processes o constwners, itwas leund that only 23%,
ol the respondents have a positive perception and
almost 47% have a neeative pereepton i this regard,
About 26% of the respondents have a neuteal opinion

on thelr pereeption in this faetor,

For the question related 1o the respondents” pereep-

ton towards whether the NBICTs are offerd : better

)
interest rates than banks and other unorganized lnan-
cial institutions and individuals, it was found tha only
7% ol the respondents have a positive perception
and almost 37% have o negative perception i this
regard. Aboul 20% ol the respondents have a neutral

epinion en their pereeption in this fctor,

For the question relaed 1o the respondent’s pereep-
ton towards whether the NBECTs are properly con-

trolled and regulated by government norms, it was

izt Collewi of Arts, Seience & Commeree < Vol 7 (1) < July - Beeember 2007 <= Titermationl .}mn'ﬂnl ol

Saket Vidya
Nagari Marg,

hinchpada Road,
alyan (E} 421306

-_mm' T
CXCAle=
Director (In-Charge)

Pramod Ram U; iwarj
_ jagar Tiwa
Saket lnsh_tute of I gnagemgnt
o Saket Vidya Nagari Marg
.. o u_jgl_jpada Road, Kalyan (E) 421' 306

e



ISSN 2231 - G124
VI C Multidiscerplinary UGC Approved Journal No. 63072
RIZVI COLLEGE IMPACT FACTOR SJIF 2017 (5.002)

OF ARTS, SCENCE b COMMERCE

Rizvi Education Seciety's

found that only 17% of the respondents have a posi-  26% of the respondents have a ncutal opinion on

tve pereeption and almost 52% have a negative per-  their pereeption in this factor.

ception i this regard. About 30% of the respondents

have anentral opinion on their pereeption in this factor,  For the question related 10 the respondent’s pereep-
tion towards the role of NBFC’s on being an integral

For the question related to the respondent’s pereep-  part of the financial system, it was found that only

tion iowards the role of NBFC’s on following fair  17% of the respondents have a posilive perception

trade policies. it was found that only 25% of the re-  and almost 51% have a negative pereeption in this

spondents have o positive perception and almost 47%  regard. About 30% of the respondents have a neutral

have a negative perception in thas regard. Aboul 26%,  opinion on their perception in this factor,
ol the z‘g,\p.smiuala have a neutral opinion on their
pereeption o this factor. For the question related 1o the respondent’s pereep-
tion towards the role of NBEFCs i the developmient

For the question related to the respondent’s pereep- of both unorganized and Organized seclors, it was

non towards the role of !\HE-( s on helpmg incase of  found that only of the respondents have a posi-
dotng business, it was found that only 25% of the  tive perception and almost 51% have a negative pei-
respondents have a positive pereeption and almost ception in this regard. About 30% of the respondents
About  have aneutral apinion on their pereeption m this fictor,

7% have a nepative perception in this ey
ihvpothesis Testing:
Hi: ABFCs fmproves the financial status of consuniers

One-Sample Test
Tesl Value = 0

{ df Sig. (2-tail iMean Difference | 95% Confidence Interval of
the Difference
Lower Lipper
According to you what is the 41.587 344 L00 2.34783 2.2368 2.4589
ma ;J‘- tan! Bl from

an NBFC?

From the ;m;l.!\\i:- itwan be seenhat at o 5% level of signilicance the hvpothesis s rejected. Henee we can

conclude that NBECs do notl improve the Binancial status of the consuniers stenificantly.

H3D NBEFCTs aie o tool for financial develepnient

Cne-Sample Test
Test Value = 0

H of Sig. (Z2-tailed) Mean Difference | 5% Confidence [nierval of
the Bifference
Lowaor Urper
i 1o you does 207 600 195833 1.8788 2.0368
fer belter olfers
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AN ANALYSIS OF CUSTOMER PERCEPTION TOWARDS SERVICES OFFERED BY
NBI'CS IN MUMBAI1

Inferpretation: Null hypothesis rejected

Frem the analysis it can be scen that at a 3% level of

significance the hypothesis is rejected.

Flonce we can conclude that NBEIFC™s are not a wol

for Tmancial development.

Henee from the data analysis and the hypothesis
validation it can be scen that in spite of the fact that
the NBIFCs are highly regarded by customers for their
comniendable performance yet there is a long gap
betwoeen the expectations and the reality, The cus-
temers believe that the NBEC olTor better services as
compured to the existing organized banking services
vel they have not been regarded as superior and they
still hve Lo improve o large extent on their service
capabilities to be regarded as the most viable option
for alternate finanenl services,
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NON BANKING FINANCIAL COMPANIES
(NBFCS) IN THE CONTEXT OF GROWTH
N AGRICULTURAL B

Mr. Sanoej Kumar

s

it Professor and Registrar, Saket Instituie of Management Studies

A new hreed of won-banking financial companies (NBFCUs) is emerging in India:
Agriculiural NBFCs. As agriculturel marketing and war chousing conpanies ook fo cxpund their
husinesses, ¢ number of them are seeking to provide, Jinanciul services ia formers and farmi-refated
husinesses.

Same of these businesses inilially stark ol as caplive finance arms iniended (o pirovide finances (o

Linto stondalone Dusinesses. The intent of egriculfural NBECY is

their owa clicais bl leder expani
providing finance across e vodne choin in the furm secion whiclt i furn, will help the core
wenrehopsing business. The access (0 affordable fuunce to enfuce Jaim productivity and
aericulivre infrasiruciure, can change the financial jutire of a Jacner howschold. NBFC's are
offering agri-finunciig solutions to farmers, raders, small agre processing i nits cind joint liability
5""{}? .f),‘s'_

The idew vwas lo provide ¢ one-stop solution fo the end user with a diversified portfolio of services
canging from warchowse monagemen, agricalivre financing, collateral wanagement o
procurement. it lie tys the farmer and all slatoholders of the agriculiire value chaiit (o store the

harvest safely aid also get e finanee vpainst his collat ferod

Lending to sinall Jariners is o bisiness Where banks are fraditionally active as it is pari of their
social vhjectives. Tlowever, NEFCS could crecte a niche in lending fo farm-related
husinesses. "Specialized entitios like these could create wiches for themselves in other paits of
agriculivral leading, provided they monage theiv credit cost well. As of now, some rice mills and
sugar companics ulready Jend to farniers, With companies choosing the NBFEC rounte, more and moie
sueh activities will come under regudatory puiview aidd there can be better monitoring of these
aelivities.

i eywards: NBITC, Agricoliure, Benking, M5
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introduction:

Non-banking finance companies have, of late,
become the go to place for micro, small and
medium enterprises in need of funds. Lending
to MSMUs had earlier been the forle of banks
and NRECs had a limited role in this segment.
But now, this is changing. Bnguiries wilh many
small businesses showed one common and
recurring theme, the absence of sufficient and
timely funds from the banking scetor for their
working capital or investment needs,

“here are over ST million such enterprises in
ihe country contributing to about a third of GDBP
dimensions of the problem are

has

so the
widespread. Cne facet of the

simply been the cornering of bank credit by
large corporate of the 26 lakh crore lent by
firimg hove ke

{\n

{ian banks to mdusiry, la
away 21.5 lakh crore o1

those loans.

Companics are working towards the creation of

a stable and inclusive financia! system in India,

It works with high quality origmators so that
ihey may deepen their presence and provide
access to financial f\‘:,_-;'\»‘im:.\, to millions of under-

cerved households. “NBEC act not only as a

iructure and arranger for clients, but also as an

invesior and liguidity provider.

Agricalivral finance refers 1o financial services
ranging from shoit-, medium- and long-term
loans, o leasing, o crop and livestock
insurance,

cavering the entire agriculiural

value chain - ipul supply, production and

distribution, wholesaling, precessing and
marketing, More and maore farmers are now

approaching NBE(

bhanks for

s and private

about 83 per cent {aé‘

meecting their financial requirements, thus
giving a go-by to their traditional financiers —
*SU banks and co-operatives.

Clients belonging io this segment do not have
formal income documentation such as income
iax returns and these NBFCs have developed
and perfected a madel for lending, based on
enterprise income and cash flow assessment
them,

through personal discussions with
backed by local knowledge and standard

YUSINCSS ICM3ales.

that

The sort of lean go-for-growth NBFC
views agricuiture as 2 business opporiunity (the
government’s own data shows that barely 60
per cent of Indian farmers overall access hank
finance; it is even fower at ES per cent for smail
and marginal farmers)

finance

Mew-genervaiioi 1'|a‘:a1~!a;;1;1?<ia‘;g

.
,‘. breaking Y

i [
N eraund imn

Some institution, wiih

reducing the i'i:hf of cas h in i.mn [inancing,
while bringing vast numbers off borrowers
currently ignored by mainstream banks into the
ambitof Tormal credit.

¢ has targeted every player in the agri

value chain, secking to address their inancing

needs in a way that reduces and distribuies
risks. For example, itwill offer input finance to
farmers and ~;mm§l;lm‘:ml.~;1y meet the inpul
trader’s credil requirement to build his
inventory before the season’s start. This
ensures Lthat even while the trader is able o
place timely indents with the supplicr, the
NBEFC s, at

the same tme, also offer tade finance 1o a

inventory gets fifted by the furmers.
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buyer, who is willing to purchase produce from

the farmers in advance. The above approach of

risk mitigation allows an NBFC to extend Toans
without any hard collateral that banks usually
mnsistupon.

NBFECs arc foreed to offer higher priced loans
compared to banks. Besides, their borrewings
from banks do not qualily as priority scctor
credit under KBI norms, even if this money is
used exclusively for agricuitural lending. Also,
they cannot seek protection of the Credit
Guarantee Fund (CGT) set up under the Small

Farmers” Agribusiness Consortium (SFACH (o

Farmer Froducer Organizations (IPOs) L

profection is avaulable ondy on baoks lending (o
i 3

H

FROs Homakes acoess o low-cost capiial for

ons which is a key challeng
for the Companies, The activitics covered
under Agriculture are classified under three

Farm credit, Agriculture

neillary activitics,

milrastructure and

NHECs have served os important fending

nuchimery that supports the govermment's

financial tnclion miiaan,

scripted a preal sucvess siory,
contribution (o the ceenomy ba g
and bounds Trom 8.4% i 006 e above 14

March 20150 Tn ternes ol Bancmb aasels

NBFCs have recorded o healthy prowihi-a

(9 3R) \ {
| LTI S AVA R

Compounded Annual Growth Rate of
the past fow years-comprising 1% ol the fala

L

credit and cxpected o reach neaily 07

by

2018-19.
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involved in Agriculturalactivities.

o To assess the trends in the Agnicultural
Banking activities of NBICs.

a o cxamine the impact of NBFCs on the
growth and development of Agricultural
Rankmg

Begearch Metl

The study is bascd on the sccondary

information collected from lterature review of
various journals, articles, research papers,
magazines web pages ele. A wide range of
sustainability innovaiions across business
types, industrics and corporate functional arcas

were considered, and the types of benelits

cencrated were Tosked at,

if India

[ RS A
predil U

BUECy to take public
deposils or open savings accounts. They,
therefore, largely rely on borrowings {rom

pment institutions to on-lend

banks and de
1o their elients, itmakes their leans more costly
than conventional Bank finance. Yel, banks are
happy to make available bulk funds (o NBFCs.
as they aren’tkeen to lend directly (o farmers,

iven the risks in agriculture and the distortion

of interest rates by governments through
untargeted credit subsidics. Rural borrowers,
(oo, fine up belore NBFCs because they, unlike
baeks that offer a set menu of non-customised
Hnancial producls, are responsive to the needs
ol difterent clivnts,

N e adso quicker fo adopt innovaiive
icchmolopy o reach out o borrowers, 48 against

e contmaed hoick-anid-mortar branches and

.
Seivanre 'y I

s Heview 2008
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boois-on-the-ground approach of banks.
NREFCs™ operating expenses are lower than
banks’, despite the latter’s fower cost of funds
from access to public deposits.

They have comprehensive solutions in
providing warchousing scrvices such as
Scientific Siorage for agriculivre commodiiics,
handling Day-to-Day Operations, Fumigation,
Testing and Certification and Funding against
Storage Reeeipts, The company provides s
services o Farmers, Processors, Traders,

Commodity Exchanges and the Government.

A

Horticultore, Trrigs

gri bosed funding provide for agriculture,

bon Tradimg of all agni

products, Agri products storage ware house
(STOCK), Fertilize

A
Y

agri producis, Aurn base

i

mantfactui

oo

s, il Miils, Dihall

such as Rice Mil

Sugar Factories, Doty Plant, Tea Plants &
Factory, coflee plant and iaclory, Starch &

Feriitizers producers as well as dealers,
manufaciures, Dairy Farm, Catde Farm,

Poultrics and Hatchers, Farm Equipments such

as Tractors, harve pomachine, transport
vehicles.

Challenges for NBRC: Current indicaiions are
that the farm sector has emerged from the inttial
shocks of demonetisation. Full recovery will
be, however, largely predicated on how
vigorousty credit flows through the system in
the next two crap seasons, The cash cruneh has
delivered a body blow for geod or bad o rural
commercial capital, Cooperatives are also
vinder a cloud. This s the time o incentivise
new channels of rural financing, including the

new-generation NIZTCs,

s bmports and BExports of

ISEN 3-976-81-932442-3-2

Three small steps tn the forthcoming Union
Budget can be decisive. First, lending by banks
to NRFCs having at least two-thivds of their
portfolio in agriculture musi be covered under
the priority sector category. Secondly, all Toans
to FPOs and rural SMEs by NBFCs should be
entitled to the SFAC s CGF facility up to a limil
of) say, Rg 100 lakh. Finally, allow NBFUs 10
sell the Pradhan Mantri Fasal Bima Yojana, this
covernment’s fagship crop insurance scheme
to so-called non-loan (wken farmers who don’t
receive credit from banks or cooperaiives.

These thiee steps can help unleash a wave of

mnovation in agiicultural financing and
meentivise mstitutions o look ot this under-
served segment of the economy.

NBFCs go rural le

Finangial

melusion s turaing miog nlure for

| PR PR B R
non-bankimg Onance companies (1

Vlelthy banksin

they are scuriyiing to i
markets that offer betier margins, Sred

Paribas is siculture

equipment finance mar
disburse around Rs 5080 crore in one year under
the vertical. Simtlarly, Shriram Transport,
which has been for long focusing on used truck
finance, has also created a separate vertical for
{orm cquipment linance, and hopes o disburse

asmbchas Ra 5 060 crore in the next (wo years.

Lé T Finanee, which has heen more Tocused on

indrastructure fingnee, is expanding its rural
network through products such as Kisan
Bandhu, a product specially launched with o
view onthe Prime Minister Gram Sadak Yojana
CFMGSYY, a rural road construction schome,
The product is targeted at entieprencuis who

e

—
R TR

ety 7'1.’\"11'&'}.‘ oo .ffij'.’i Eﬂ*ﬁ;
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need lundme for the acguisition of small-sized
transpail velicles,

Mapia Fincarp, which has around 70 per cent
o beanehaes iy semi-urban and rural areas, 18
faok g ai cxpanding its high-vield portioho
camprning, tactors and loans to small and
medimm ciierprises and used commercial
vehicle dlinance, FEven micro-finance
fstsiulions (MiITTa),

o

BECs, are now looking at

pepasiered as N

most of which are

apriculiure cquipment finance.

Tl credit flow ioomost seciors sfowed down

-

[ast year, fund ffows to the farm sector remained

largely unaifected Noun-bank finance

companics (NBEFOS) Tocused on szt

Bustress Jonns (S0, have ramed an cquaty

i P ( . N v
capital of aronsd s 2000 crore,

P ratings

seency HORAL This i more than the com

petworth of these entitics as on March 31, 2017
and arcund 1.5 times the total capital rascd by
them over the fasi three linancial years, said the

e

report. Phe repord has samipled TOSBL-NBFCs,

interest gy

mvesior

Oy

cxpecled to moscnse poilioho by siclimes to Ks

NN P N S 1
1w ,\,i_!'li.ll,..‘.hi:-

23,000 crore by March 2o
NIFCS portfolio grew by aently Tour times 1o
Foa. 3,700 crore hetween Apedd 2010 and Muarch
2017, The share of vosceured loans ot
vyl P i ,.,.,.‘..j‘ ; \_r;\!\‘! FEYRY T Feves
portfolio, especially Tor intech companies, was
on the rise.

The share of portfolio with mortgage sccurily

sduced from around GO per centin March 2015

'

to about S8 per ceant in March 2017 The
imcecnse i portfolio and the rising proportion

af pimecured Toans is hikely to result ina further

A7 R SAK

Sakel Vidya
Nagan Marg,
Chinchpada Road,

INBN J3-978-81-432442-3-4

tise in delinquency rates for these centitics.
ICRA believes that delinquencies of dues over
90 days for SBL-NBFCs arc likely to increase
to 3.3-3.8 per cent by March 2020, as portfoho
seasons. This figure has tncreased steadily aver
the lasi three years 1o 2.8 per cent as on March
31, 2017, However, il remaing lower than thal
of the overall NBFC-retail scgment. excluding
microfinance institutions, which was 5 per cent

inMarch 2017,

m . Geviian B
g & ¥ OSpaLy foi

companies (NBFCs) in corporate lending
mighl mercase as the revised sfressed asset

frmework non-porformmg

assels (MNPAs SHpessure on o assel
gquality could mean thal banks would not be as

about lending as before, because

they would focus on resolving NPAs.

Trdcrm i
with falling volumnes, eapecially in agricultura

fos

litics, collateral managers empanclled

b

COMMG
with commixes have now moved beyond
farmiers and started Onancing imlermediaries in

the agri value chain through their NEFCs (non-

ies). Baiks have not

w businesses due to a

indermediarics.
Almaost all celiateral managers, including

[RFEERERITER

ollateral Management Scervices Bid

(NCWLY, Sohan Lal Cammodity Management

&

A 1 Jr ‘ NIRRT Ty
Star Aan have loated NRFC fo

ing lo agn intcrmediarics with an

cstimated lending potential of arcund 96,000

_ Saket Vig
,. Chinchpada Roa

a Nagarj Mar
gl
d, Kalyan (E)421 308
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crove. These intermediaries mclude small
traders, farmers” organisations {(FPQOs), agri
processing units, and small and mediom
enterprises (SMEs).

Kissandhan has changed the paradigm of

collateral financing by providing loans purcly
hased on agn collateral without any security
and irrespective of the net worth ot the
borrower. SCMU has tumed the tables on others
by offering finance against agri commodities as

collateral without the need for any additional

security.”Market surveys found banks eiving
agricultural loans on collateral and insisting on
securities such as fand, heuses and vehieles,
The turnarocund time for issuing loans is 7-30
days and the financial statement of borrowers 15
considered to evaluate thetr eredit worthiness,

India’s arable land arca, used for prowmg
VArIoUs crops, spaas acioss PAST7 nutlion

.

hectares (3946 million acres)

-

witich is the

seeond Targest in the world, only nexi o the

Uniled States. Te meei the el tiral
demands for such a large area, the couniry
requires about 10 million tractors for farming
and commercial purposes. But, currently there
used for

are only about 4 million tracior
agriculinre purposes in India. The situation,

therefore, opens inmvnense growth scope for

companics mvolved v the business of tractor
finamcing.

The process ef alloiting the eredit o veach a
farmer needs to be looked at. T beging with the
farmer mortgaging his land 10 get loan for the
tractor. A public seetor bank will then processes
the loan, which takes about 45-30 days Tor

disbursal alter an exhausting process ol paper

ISBN 13-978-81-932442-3-4

work and collateral securities. The situation is
further pressured with the marginal farmers
being offered unattractive propositions for the
business after this prolonged process.

However, with the advent of private banks and
Non-banking Financial Companies (NBFCs)
like Magma Fincorp Limited, the loan disbursal
process has hecome almost hassle-free and
those have successfully registered sherter
trparound time {TAT) for fean disbursements,
Forinstance, Magma Fincorp Lid can disburse
loan [or six tractors by the time a pubhe sector
bank exccutes a single application with
simplest paper work and no collateral deposits.
Although banks offer a Tower rate of interest,

the Tower nen-around tme induces the dealers

preferavailing loans through NRB

Morcover, continry {o the practice

NEICs ofier the loan as g non-morte

a oriiresl

product, Thus, Tower inicrest s nai

[ i Foge -~
fiexibititv o

factor. Douorsten service,

e are the prime

1

clements leading to the growih o NBECs in the
tractor foan segment. Considering the prevalent
situation, the share of NBFCs is only expected
torise in the years (o come.

Nearly, 25 percent tactors are sold in cash,
while the balunces are financed in other ways

varying from region to region. In the last five

years, the share of NRFCyS and private banks
private players which was non-existent till five
veursback.

Phe faster availability of funds enables the
farmer o buy the resources, deploy them

immediately and start production. The situation
Ll S

——
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has cnabled o laster realisation of funds and a
consrdeable reduction s achicved in the eyele
ol pamme lnoncisd assisiance, The scenario
o olitmately resulied in traditional financicrs,
prilslic: sector units, aind ce-operatives losing
Business on a faster scale ag larmers are
becoiming more inclined towards NBFCs and
private banks for mecting their financial needs,

Adthougl the result is a mujor positive step for

feners o mecting their financial requirements
and for the country as a whole in achieving the
agricufiural produclivily, a major concern is
raised aboul the capability of the farmers to
repay the Toans and achieve G profifabiliy.,
Whitie the conntiy’s chimatie conditian,
capeciadly mansnen the ssaiion 2o demaneds

o an e free anpronch oo the povermmont in

cralimpomy the notental of the agriculiure
£

scctor, Agriculture is a major source of
i !

OUT country’s

lvelihood for a large se

nopalation, and therelore, the ;L;n\fcs‘n;m:m st

play a pivaialrel

e

Lvvinerdlivongha slew of posilive measures,

Waihan coquity copiist of 335 crare, the finance

cotnpay plans o budhd o fean boek of 1,500

crore i nes | bwe years Hinbike ofher NBFCs, 1t

el fo tap Aadhoar card dain Tor registoring

Lo youi-ctisiomaes (K} detits

sipitechnology to disbarse loan g 241

i}
documerniis Lo be taken from borrowers and also
climinate the need for regular come proal,

which is a major deterrent Tor small and

foan from b

nepinal fannees o geitin

Ui apart, the systeim will capture Tustorieal

poce movement o varions commaditics (o

ving the profitability of
& 3

The process will reduce the aumber of

ISBN F3-978-81-93 2~J42-,_'?-:?

minimise risk and arrive at a higher loan-1o-
value ratio comparcd 1o banks. T‘-’picall\a ihe
company willlend 5 lakh to 6 crore for period of
nine months depending on {hu xiu,] life of the
commaodity. The lending rates would be about
15 percentagainst |2 per cent charged by banks
and about 18 per cent by unorganised local
moneylenders,

Asked whether the venture has conflict of
interest with iis collateral management
business, Kaul said the campany would
continue to work with bauks to provide loans
i

against ity warchouse receipts while the new

lnance company would cover peeple who are
net chgitle for bank leans due o various
reasons of the 8 lakh crore ol banks” agriculture
secior lending, post-harvest acceunts for 15220

et ol which
per cenl, of which, fneace g

¥

receipd i aboul 30,000 crere. .ul‘ prescot, banks

have RO per cend nmz"ke;i share in warchouse

N

yile E\t%i‘( 5 Lirget ;i:izpic

‘s are noa sense supplementing what
banks are doing althoogh itwould be ;’)11:511&:.33@
to say hat they will ceplace banks in this sector,

bt

A B0 per cent share remains with banks,
NBFCs have achioved 10 percentof the marke
sharc, and by 2020 company cxpect that :l
would inciease to 15 per cont, NEFUs and

M ;?w a very critical role in our yapidly

e

i financial systein. Tt plays an

fapir

inpartant role in the core development of the

couiiiy's infrastructure, ransport, ampsloyment

generation, wealth creation opportunitics, and

financial support for economically weaker

. . : f
Susiire's !)'ravfm\\ !G’J’!‘.l(‘n' 2Mils Je
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sections: they also make a huge contribution to
stafe exchequer.

It is an important segment of the economy,
which is being streamlined to fund important
sectors that will boest the economy. Indian non-
banking financial companies (NRFCs) arc
growing their market share, however, they will
liave to keep pace with new technelogies and
changing customer aspirations o atiract imely
PE (privale equity) invesiments. NBFCs are
already game changers, as can be scen above in
arcas of financial inclusion, especially micro
finance, affordable housing, second hand
vehicle fnance, gold Toans aid infrasiruciure
[inance, Agriculiure finance. NBFCs can play a
vital role going forward, in closing the loop as

regards financial mcluston for individuals and

MEMEs, As reeards mdividuals, Cs can

reach various | wanci Produics ofiered OV e

securities industry, viz., shaves, mutual funds,

1 alsg mmsurance

depository services ele., as
fo dvedh Fite amd fanpslife fooether wit
prodiicts both life and non-life together with

their current product offerings. As regards

MEMIPTs, NBFCs can become game chiangers
) o

by providing lactoring and bill payment service
which are of eritical importance at the present
juncture.

The way forward is o ensure that both ihe
NBEI secter and all the concemed reguiators

nlav an active part in atiendimg on the
¥ 4 &

imperafives mentioned at Section 5 above. The

complimentary role of the financial scetor and

all the regulators hardly needs overemphasis in

the context of NBFCs morphing as game

changers for providing the last mile

connectivity and closing the loop as regards
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financial inclusion. In this contexl, NBFCs
have a special responsibility against the
background of (he nced to improve the
customer service by conducting their
aperations as per the besi praciices of corporaie
governance.

fn the uliimate analysis, adhering to best
corporate governance and ethical practices 1g
the only way for gainmg the conflidence ol their
customers in particufar, and the society in

general. Consequently, the NBFC sector we

greater trust of both its

be able (o gamn
customers and the society. That would provide
the springboard for increasing therr business
levels in the process of fulfiliing their role as

game changers in the areas mentioned above,

gers would

secoming fiue gane cha

b coveoiener for rancial inelusion efforis in
e 2 SWOLLCNEeT 1o ITnaneiad mciusion eiioris n

QU CcoUniry.

h segment s oo
CeOnOm velopment of the
15

changes (i3 the
proactively provide regulatory support o the
seement and also to ensure financial stability in
the long run. We hope that the forthcoming
changes i the pipeline will further strengthen

ihe robustness of the NDUFC sector and allow

them 1o operate in an enabling regulatory
environment. '

A great example of NBECs is Shamrao Vitihal
Cooperaiive Bank which started in 1906 as a

small credit society oin the stairwell of o “chawt’

in Girgaum locality of Mumbai.
Today, SVC Rank ranks as India’s third largest
w 7 L

cooperative bank. In these days, the would-be
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bank offered microciedit. Today, microloans in cancened authorities for heenses.

fndizare hig business as more women and men Fhe coming years will also see some large
steive for entreprencurship. NBFCs merge. Negotintions for mergers and
Conequently, o farge number of cooperative acquisitions of NBFCs are alrcady underway
' socicties and groups of private between their seonior management, RBI and
cuteprencurs are applying to RBI and other conceracd authoritics.
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A STUDY ON GST AND ITS IMPACT ONEDUCATION SECTOR

Dr. Shrikesh Poojari and 1)+, Sanoj Kumar
Assosiate Professor, Pramod Ram Uj: Tiwari nstitute of Management

ABSTRACT

This study aims 1o understand the faxation system of our € ountry and ity impact on educational secror in Inedia,
GST (Goods and service tax} iy major tax reform, in indivect ax strueinre of India since Independence. It was
designed to provide the support and enfincing the economi growih of India. The idea to set up GST in India
weas put forth by Atal Bihari Vajpavee government in 2000, 11 i+ the biggest tax reform in India Since
Independence and way implemented by the Governmer; of w o Ist of July 2017 Prior 1o this date, the
sysien io collect indirect tax was complex as there were Jdifferent heads of Indirect taxes bur GST introduces the
system which wnifies 17 heads of Indirect taxes into one sinele ser. AL present, taxes are levied on the goods and
services by the colleciive effort of central and stare governuents Goods and Services Tux is the tax that s levied
on all goods and services based on their destinarion aind Ine adopts a dual GST system by introducing Central
GST(CGST) and Stare GST (SGST). At improves the tavaiion osiem I"onr Country by reducing the mudtipliciry
and cascading offects of taxes and by bringing vui i reney and dmproves compliances in every
transaction. GSTis the onlv indirect v thet affects ail the s.ctors und sections of our ooy,

Education is one of the mdfor sectors of any CCONOHY and il future of any country depends on the qualiry of
education provided 10 the Youlh Education promotes .0, estandiieg, vision, creativity and productivity of

people which helps in advancement of a country. In lndia, Education is provided by public as well as private
sector. Indian govermment’s foremost Priority is 1o provide low-cost edication 10 one and all. Thar's why
education sector cnjovs lots of tax exemption. GST council 1ivd 10 provide maximuin exemptions or keep away
Jrom the GST regime 1o the educational sector.

This study analvses GST and irs impact on educational Sector based o the secondary data,

Keywords:- Goods and Service Tax, Education Sector, lidivec Ty Sinleiany
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= To furnish information for further research work on G5 )

NEED OF THE STUDY:

This study will help us to understand the present taxation syitem followed by the educationa] sector. This study
Is necessary 1o analyse the positive and negative impact of (he implementation of GST on the educationa]
sector. This study also analyse the exempted and non-cxenipied services from GST of the educational sector

REVIEW OF LITERATURE

* Radha Dhaked (2022) in her study Impact of GS7T
education institutes under GST and elaborate vaorion.
Regime and a complete list of exemption offered 1 o0y, woen in

“ducation Sector helped in defining the
exenmpl education service ay per GST

s
-~
~
=

*  Amit Khivani (2021) in his study elaborate impuct of G

wetor” and concluded tha only

" CMA Amit AL Apte (2019) published a book o
wl services related 1o primary

primary services are exemplted from GST and alny o cillary
services are taxable under GST. | 3
CGST on 1

sFoach in

* ICAT (2019) in their study had given all the deigal
exempted education educational services and pruciiog

*  Dr. Duggappa M.C (2018) in his study “An Empiricol | tady on Goods and Service Tax” said that the GS'T
system is favourable and brought changes in the tay regine,
wee Tux and its impacts” coneluded that
by 3-54 resulting in an increase in the cost of

Yousing SWO T analysis in her study and analyse

*  Subhadeep Dutta (2018) in her study "A Study o1 G
alter implementation of GST 1ax rates will be incre:,
services 10 the end-user, Challenges and issues find Ol
the impact of GST on student's lifestyvles.

Seivices Tax (GSTy and Training for its

= B. Anbuthambi and N. Chandrasckaran (201 7) stuey
: Cwas implemented at the national level.

Implementation in India: A Perspective” and co
Government must provide training and help desk [l

arrainers on GST rules and regulations.

*  Alpna Yudav (2017) in her study "hpact of Goo Dlervices 1 v Eeonomy” concluded that
GS'T will solve (he problem of complexity of the wx . e becnnee prwes all the indireet taxes into
one indireet tax. GST also reduces the cost of goc. crvices by reducing the cascading effeets (tax on
Lax .

GST on the various sectors like
wets of GSTon various sectors

" Dro R Vasanthagopal (20115 in his study evaly
education, agriculture ete and also assessed the o

and concluded that it will be the biggest tax refor: i
METHODOLOGY
This study is based on secondary data and does not el
been collected from various online sources, official websiioe
IMPACTS OF GST ON EDUCATIONAL SECTO 1
GST was implemented 10 avoid double taxation cffecis 1o hepe e suine Positive and Negative impacts of
GST as below:
POSITIVE IMPACTS OF GST
*  Educational Institutions providing only educatio.
cducational services are not required to be registe

ase the revenue of the nation.

- The data used for this study has
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fents and receiving money as fees for
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educational sector will rise due te inercase in

affects the education system.

Coaching lee is subject to 18% and Non-Conven ena
previous tax system but under GST j comes {o the
Educational training/events organized by foreion .
are attended by professionalg, students, corporates.
Some products shall become more expensive and <o
was tuxed at 12,5 % under previous taxation sy

bracket.

Ball pen and exercise book under the old sysien: vy

bracket of 12 % and become less expensive,

LIMITATION OF THE STUDY

One of the biggest problem is the repeatedly changes
problem in this specific research study. There are e

dated and redesigned data.

CONCLUSION

Lducation Services provided from preschool up to hie
those educational institutions
implementation of G§
items, and those 1
GST for services which means transj
to be borne by the institutions. Ed
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PERFORMANCE OF IPO IN INDIAN STOCK EXCHANGES

Dr. Sanoj Kumar and Dr. Shrikesh Poojari
Associate Professor, Pramod Ram Ujagar Tiwari Saket Institute of Management, Kalyan, Maharashtra

ABSTRACT

An Initial Public Offer (1PO) is said to be the largest source of funds with long maturity for the company. It is
considered to be a quick source of financing for expansion and growth of the business. A number of companies
raising capital through IPOs is observed to be increasing. However, investors investing in the IPOs consider it
as a means to earn speculative. The average returns by the selected IPOs being quite impressive, investing in
IPOs for a short — term can prove to be a lucrative option. Inspite of the pandemic situation, a good number of
IPOs were observed to be launched and the number still increases till date with a good number of total issue
size. The research paper thus, tries to identify the sector wise successful IPOs at NSE and BSE in the last two
years. It also tries to explore the relationship between size of the IPO and success rate of the IPOs. The
research paper enables to identify the response received by the entrepreneurs from the capital markets, and the
businesses for which investors have a positive perception. The research is conducted by referring to real time
data of all the IPOs listed on NSE as well as BSE from year 2020

Keywords: Initial Public Offerings (IPOs), success rate of the IPOs, price band and subscription level of the
IPOs

INTRODUCTION

A corporate may raise capital in the primary market by way of an initial public offer, rights issue or private
placement. An Initial Public Offer (IPO) is the selling of securities to the public in the primary market. It is the
largest source of funds with long or indefinite maturity for the company. An IPO is an important step in the
growth of a business. It provides a company access to funds through the public capital market. An IPO also
greatly increases the credibility and publicity that a business receives. In many cases, an [PO is the only way to
finance quick growth and expansion. In terms of the economy, when a large number of IPOs are issued, it is a
sign of a healthy stock market and economy. IPOs listed on SMEs board are more efficient in price discovery
than IPOs listed on Main board. At the same time TPOs listed on SME board have seen lower demand even
though they were under-priced. SME IPOs are yet to catch full attention of the research community. The SME
TPO market is still evolving and facing issues with respect to transparency and risk. (Wazal Makarand, Sharma
Sudesh Kumar, 2020). Even though number of companies raising capital through IPO method are increasing,
the investors investing in these

IPOs still view this option as a means to earn speculative. The average total return provided by the selected
IPOs on the listing day is 23.67 and the abnormal return provided by these TPOs over and above the market
return is 23.14 which are quite impressive. Thus, investing in IPOs for short term can prove to be very lucrative
option and can help the investors to make handsome gains in very short period of time. (Manu K.S., Saini
Chhavi, 2020). The IPO market has moved towards a trend where a large amount of capital is raised from a
small number of issues which also indicated an overall increase in the quality of issues, instead of quantity.
Further, the behaviour of the Indian IPO market across various policy periods analysed through dummy
regression model shows that due to the introduction of book building concept in 1995 which marked major
structural reforms in the IPO market, both number of issues and amount raised gave a negative ACGR during
globalisation period. (Singh Amit Kumar, Mohapatra Amiya Kumar, 2020). Book Building is an important
concept in the IPO. SEBI guidelines defines Book Building as "a process undertaken by which a demand for the
securities proposed to be issued by a body corporate is elicited and built-up and the price for such securities is
assessed for the determination of the quantum of such securities to be issued by means of a notice, circular,
advertisement, document or information memoranda or offer document”. As per SEBI guidelines, an issuer
company can issue securities to the public though prospectus in the following manner

e 100% of the net offer to the public through book building process
e 75% of the net offer to the public through book building process and 25% at the@i_c):

Determined through book building. The Fixed Price portion is conducted like a W p lf(’:’d“?;sue after the
Book Built portion, during which the avssgp”p}ucgls determined. The concept of BooKBuilding is relatively new

in India. However it is a comm(pn\\p?;'aémiﬁtrj} st developed countries. Differﬁq_c‘e,,p?'ivi;"i@g%k Building

Issue and Fixed Price Issue: In B'c_i‘q}{gmld,mg segatities are offered at prices;:qb%\(sig)fff‘éq Q{;Fdlhf; loor _Frices,
1o . ; A iR \at] ala war
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whereas securities are offered at a fixed price in case of a public issue. In case of Book Building, the demand
can be known everyday as the book is built. But in case of the public issue the demand is known at the close of
the issue.

OBJECTIVES:
i) To study the success rate of [POs in Indian Market After covid 2019

i1) To Study The investor pattern of IPO
iii) To Study the buying behaviour of Customer

RESEARCH METHODOLOGY

The research conference in which the paper is being published is based on themes of leadership,
entrepreneurship. With the help of this paper one will be able to identify how the entrepreneurs have received
response from capital markets. Which are the businesses for which investors have a positive perception. The
research is conducted by referring to real time data of all the IPOs listed on NSE as well as BSE from year 2020
to 20th May 2022. This will help to analyse quantitative factors like success rate of IPOs on listing day, post
listing performance. Also a qualitative aspects of selective IPOs is done which takes into consideration various
factors like governance, stakeholders and sectoral analysis. The data is collected using real time live updated
NSE and BSE website and trading terminals. It is also supported by various research paper published, articles
published and Mutual funds house reference material is used.

Detailed Analysis of the IPOs:

In spite of COVID-19 disturbance 14 IPOs launched in the year 2020 with total issue size 26180 crore rupees.
All the IPOs were oversubscribed, highest oversubscription garnered by FMCG and consumer service sector.
Whereas lowest response received by financial services sector. In an unpredictable and volatile year 2021 total
59 IPOs were launched with total issue size of 122112.98 crore rupees raised by primary market. In the first
quarter of 2022 and May first half 9 IPOs have already been registered and 31851 crore rupees have already
been raised.

Talking about the success of the IPOs, it is categorized on two parameters first is gains on listing day, second is
gains post listing. It is observed that stocks of companied from healthcare sector, Chemical, IT has more success
on listing day as well as post listing. In 2020 13 TPOs were launched out of which 9 saw a positive listing with
average return of 71 %. As on date 11 are trading above IPO price. In 2021 59 IPOs were launched out of which
41 listed with positive returns, 18 with negative returns. Average return for IPOs trading was 30% in year 2021.
As on date 33 are trading at price above the IPO price. From January 2021 dll first half of May 2022 9 TPOs
have been launched, 6 from the same gave positive returns on listing with average of 12%, as of now 5 are
trading with price above IPO offer price.

e 56 stocks were hit on listing, number of stocks were not successful on listing.

e 25 stocks were trading negatively on listing day,

e 15 Stocks hit on listing but today trending at below PO offer price.

e 17 stocks which not hit on and still trading below the IPO offer price.

* 9 Stocks were listed ate below IPO offer price but gained momentum later and are trading positively.

There are multiple factors that affect the listing day performance of in IPO. The traders who bet on listing day,
not interested in holding stock for long have to bear with the risk of tanking down on the listing day. There are
many investors who are now a days applying for IPOs with the intention of making money in short term, as the
whole process of application, allotment and listing hardly takes 15- 21 days. Getting allotment of TPOs on your
wish-list is a part of luck too. Also, allotment depends on the rate of overqubscnpnon and_undersu SCTiption.
Short term gains may seem lucrative. If you total the listing day gain for all of the;IPOs oned aboyg, one
would still make decent profit. But one thing that has to be kept in mind is not all TPOS! wﬁ»ﬁbe a}}ottetr’o one
investor. Secondly, to be become a listing day trader one must be mentally prepared to cledr the position on
same day not matter you are making profits or losses. However, investors will tend to hold on loss making IPO
positions. This will block the capital and one has-to_pour more money to catch next IPOs. Otherwise situation
can be like where one has stuck money in loss nmkhi}g s and no capital to invest further. So trading on IPOs
and making profit on listing days has lwo ~1’;]’lp01’tdl‘lt as / ; first is getting allotmerﬂmﬁ’:icgdgd ARO. &.e}condly
choosing IPOs after fundamental analyéls ang Ihpnﬁ’tq get allotted then deglﬂﬂgoéixﬁ it -Hefwwp,ﬁut
some of the case by case IPOs performamces%ilom ll;p@gid ost listing Saket Institute of - anagement
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1. SBI Cards — Much discussed, potentially good IPO but got hit by COVID-19 and listed at 12% discount it
took almost 6 moths to gain positive returns.

2. It was observed that in spite of second wave fears of COVID 19, when businesses found out ways to
continue in spite of lockdown type restrictions, IPOs like Burger King India, Happiest Mind Technologies,
Rossari Biotech gave great listing gains.

3. Year 2021 saw great liquidity also great hike in national indices making favourable environment and
optimistic investors.

4. Inthe year 2021, 9 out of 10 IPOs got oversubscribed more than 20 times of the size of the issue.

More than 20 IPOs launched in 2020 gave positive results on listing day giving more than 10% returns
however, only 14 from them continued to maintain positive returns post listing also.

6. The companies issuing fresh capital, with less size IPO gave a surprise to its investors Sighachi Industries
gave a whopping 207% returns. Paras defence and space technologies gave 185% returns..

7.  Whereas One 97 communications(Paytm), Shri Ram Properties, Aditya Birla Sunlife AMC like reputed
names disappointed investors on listing days.

8. Tatvachintan Pharma Chemicals was expected to be good an proved good, however many analysts,
fundamentalists were not expecting a loss making Zomato IPO to give positive returns on listing day,
however it was trading at premium on listing howver later the boom based on brand name and social media
influence vanished and it tanked low.

9. LIC the big name in Financial Institutions has done lot of market research to find out right pricing, size of
issue, waited patiently for right time of launching IPO, went through cumbersome legal formalities.
Majority of the markets players expected to gain good however it turned out a heart-breaking failed IPO as
on listing.

10. Nazara technologies, G R Infra, Anand Rathi Wealth gained good results.

CONCLUSION

Efficient market hypothesis has its own charm. It never fails to shock market participants and proves that
market discounts everything. There can be not a sing strategy to select IPOs with high success rate also weather
IPO or secondary market there cannot be success formula. However it does not mean one cannot get returns by
trading on IPOs. Technique for making money from IPOs is to first undertake fundamental analysis. Analyse
the companies from bottomup approach. Even though the study says, Healthcare, Chemical IT have done great
Jjob one has to be selective while choosing the right candidate from every sector. Also from above study it is
observed that out of 81, 80 TPOs were oversubscribed. The pricing of the issue is still a matter of concern. Even
though IPO lot size is more or less same still pricing range also holds a greater impact on subscription level, this
level ultimately creates a buzz and reflects on listing day pricing as well as listing day trades. It can be conclude
there is no direct relationship between size of the IPO and its success, some big ticket IPOs like LIC has failed
and some small size IPOs like Sighachi Industries gave enormous returns It can be concluded that IPOs with
high price range has given average returns but majority of IPOs has followed mid-range pricing have seen better
chances of getting higher returns. One has to also pay attention of level of stake of promoters offered in IPO, %
allocation to QIBs, HNIs and retail investors and the subscription level. One has to thoroughly understand
prospectus or red herring prospectus. One should not go on blindly following market tips and bet in IPOs. One
should consult the financial advisor, stock broker before investing in IPOs. Liquidity also should be taken into
account because if one invests with intentions of short term gains and if IPO fails then your money may get
stuck. Also there are maximum possibilities of gaining from IPO by giving it time to prove itsell in the market
make money in long term.
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A STUDY ON GST AND ITS IMPACT ON EDUCATION SECTOR

Dr. Shrikesh Poojari and Dr. Sanoj Kumar
Assosiate Professor, Pramod Ram Ujagar Tiwari Institute of Management

ABSTRACT

This study aims to understand the taxation system of our Country and its impact on educational sector in India.
GST (Goods and service tax) is major tax reform, in indirect tax structure of India since Independence. It was
designed to provide the support and enhancing the economic growth of India. The idea to set up GST in India
was put forth by Atal Bihari Vajpayee government in 2000, It is the biggest tax reform in India since
Independence and was implemented by the Government of India on Ist of July 2017. Prior to this date, the
system to collect indirect tax was complex as there were different heads of Indirect taxes but GST introduces the
system which unifies 17 heads of Indirect taxes into one single set. At present, taxes are levied on the goods and
services by the collective effort of central and state governments Goods and Services Tax is the tax that is levied
on all goods and services based on their destination and India adopts a dual GST system by introducing Central
GST (CGST) and State GST (SGST). It improves the taxation system of our Country by reducing the multiplicity
and cascading effects of taxes and by bringing out transparency and improves compliances in every
transaction. GST is the only indirect tax that affects all the sectors and sections of our economy.

Education is one of the major sectors of any economy and the future of any country depends on the quality of
education provided to the youth. Education promotes understanding, vision, creativity and productivity of
people which helps in advancement of a country. In India, Education is provided by public as well as private
sector. Indian government’s foremost priority is to provide low-cost education to one and all. That’s why
education sector enjoys lots of tax exemption. GST council tried to provide maximum exemptions or keep away
from the GST regime to the educational sector.

This study analyses GST and its impact on educational Sector based on the secondary data.

Keywords:- Goods and Service Tax, Education Sector, Indirect Tax, Students

INTRODUCTION

Education: As per Wikipedia “Education is a purposeful activity directed at achieving certain aims, such as
transmitting knowledge or fostering skills and character traits. Education is the backbone of a Nation and it
directly affects the growth of an economy and providing education is always seen as a social activity rather than
a business one. India is one of fastest growing economy in the world, moreover it is one of youngest economy
in the world. So for it education plays crucial role for the social and economic growth of India. Education is one
of the major service sectors for the economy like India because it will decide how the country will flourish. It
promotes knowledge, skills, vision, innovation and creativity etc. of people which help in the growth of a
country. India is a mixed economy, Education is provided by both the private and government sector. Central
government passes the “Compulsory Education Act 2009” which makes the education compulsory for every
child. In India, there are two types of educational institutions, viz public and private. Indian Government
supports low-cost education to each people. That's why in India educational sector avails lots of tax exemption
in Indirect taxes as well as direct taxes. Direct taxes are those taxes that are directly paid to the government like
income tax, TDS, and indirect taxes are indirectly levied and paid to the government like, excise, GST, custom,
etc. The Goods and Service Tax (GST) is a very vast concept that simplifies the taxation system and enhances
the economy of our country by reducing the multiplicity of taxes and their evasion. GST is an indirect tax and
levied on all goods and services supply in India. It is a destination-based tax and it applies to where the goods
and services are supplied not by produced. GST has four types of rates of Tax: 5%, 12%, 18%, and 28%.2 The
government of India passed the GST bill on 1st July 2017 to subsume all the indirect taxes to avoid the
cascading effects of indirect taxes and to reduce the cost of products and services raised due to multiplicity of
taxes. Goods and Services Tax Council, GSTN, and all government agencies, etc., have been regularly deciding
to resolve the problems encountered being at different levels to ensure a smooth transition. With the
introduction of the goods and services tax at the state level, the extra load of the CENVAT, as well as service
tax, is eliminated and the major central and state taxes are included in Gsmmﬂ‘e*mg the multiplicity of

taxes. X Al =
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=  To furnish information for further research work on GST

NEED OF THE STUDY:

This study will help us to understand the present taxation system followed by the educational sector. This study
is necessary to analyse the positive and negative impact of the implementation of GST on the educational
sector. This study also analyse the exempted and non-exempted services from GST of the educational sector

REVIEW OF LITERATURE

* Radha Dhaked (2022) in her study Impact of GST Tax on Education Sector helped in defining the
education institutes under GST and elaborate various taxable and exempt education service as per GST
Regime and a complete list of exemption offered to education institutions.

= Amit Khiyani (2021) in his study elaborate impact of GST and rates of GST in Education Services

* CMA Amit A. Apte (2019) published a book on "GST on Educational Sector” and concluded that only
primary services are exempted from GST and any ancillary or incidental services related to primary
services are taxable under GST.13

* ICAI (2019) in their study had given all the details about GST on Education Sector, Exempted and Non
exempted education educational services and practical approach in collecting GST.

*  Dr. Duggappa M.C (2018) in his study “An Empirical Study on Goods and Service Tax" said that the GST
system is favourable and brought changes in the tax regime.

*  Subhadeep Dutta (2018) in her study "A Study of Goods and Service Tax and its impacts" concluded that
after implementation of GST tax rates will be increased by 3-3% resulting in an increase in the cost of
services to the end-user. Challenges and issues find out by using SWOT analysis in her study and analyse
the impact of GST on student's lifestyles.

=  B. Anbuthambi and N. Chandrasekaran (2017) studied "Goods and Services Tax (GST) and Training for its
Implementation in India: A Perspective" and concluded that GST was implemented at the national level.
Government must provide training and help desk facility for trainers on GST rules and regulations.

=  Alpna Yadav (2017) in her study "Impact of Goods and Services Tax on Indian Economy" concluded that
GST will solve the problem of complexity of the tax system because it replaces all the indirect taxes into
one indirect tax. GST also reduces the cost of goods and services by reducing the cascading effects (tax on
tax).

* Dr. R Vasanthagopal (2011) in his study evaluated the impacts of GST on the various sectors like
education, agriculture etc and also assessed the positive and negative impacts of GST on various sectors
and concluded that it will be the biggest tax reform in India which will increase the revenue of the nation.

METHODOLOGY
This study is based on secondary data and does not include any statistical data. The data used for this study has
been collected from various online sources, official websites, journal articles, newspapers, related to GST.

IMPACTS OF GST ON EDUCATIONAL SECTOR
GST was implemented to avoid double taxation effects but there are some Positive and Negative impacts of
GST as below:

POSITIVE IMPACTS OF GST
*  Educational Institutions providing only education services to students and receiving money as fees for
educational services are not required to be registered under GST

*  Institutions up to Higher Secondary are exempt from paying any tax and avail tax exemptions.

= Institutions runs by Charitable Trust can avail tax exem tion Ufs aft dkmg approval from the
y P PP

Income Tax Department. '}
*  Education Services, TrammgxPrqgrams\Vocanona] Skill Develfmt Course or any other Type of
Services Provided by Nan@‘hzﬂ S‘Kﬂw/opment Corporation, Sector Skl]] Counc1l dre fully Exempt from
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educational sector will rise due to increase in tax rates from 5-12% to 18% and it directly or indirectly
affects the education system.

= Coaching fee is subject to 18% and Non-Conventional courses were under the tax bracket of 15 % in the
previous tax system but under GST it comes to the tax bracket of 18%.

=  Educational training/events organized by foreign entities in India come under the tax bracket of 18% that
are attended by professionals, students, corporates, etc.

*  Some products shall become more expensive and some products shall be cheaper. For instance, Schoolbag
was taxed at 12.5 % under previous taxation system while under GST regime it comes under 18 % tax
bracket.

=  Ball pen and exercise book under the old system was taxed at 18.68 % and now it comes under the tax
bracket of 12 % and become less expensive.

LIMITATION OF THE STUDY

One of the biggest problem is the repeatedly changes in GST rates by the GST council. It is one of the biggest
problem in this specific research study. There are lots of scopes available for further researchers with the up-
dated and redesigned data.

CONCLUSION

Education Services provided from preschool up to higher secondary or its equivalent are exempt from GST and
those educational institutions provided only education as a service need not be registered under GST. Due to
implementation of GST, the cost of educational is increasing due to an increase in the tax rate on different
items, and those Institutions and universities who provided education after higher secondary are required to pay
GST for services which means transportation, catering, housekeeping, etc. will levy GST and the cost will have
to be borne by the institutions. Education is free from GST means output service of institutions.
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Growth in Shadow banking with reference to Greater
Mumbai

Dr.Sanoj Kumar, Dr.Shrikesh Poojari
Assosiate Professor, Pramod Ram Ujagar Tiwari Saker Institute of Management

Abstract-The Anomalies of operating in a complex and
unorganized and underdeveloped credit svstem remzins
a challenge to many financial institutions in a developing
country especially a country like India. Being a country
with more than 6 lakhs plus villages, the penetration of a
bank in these villages is very merger up to the tune of
about 10% only, Like what was started in the developed
cconomics. In India too, the initial focus was to make the
commercial banks to include the portfolio of these non-
customers and bringing them in to the mainstream
financial service sector. The simplest reason which
attributed to the failure of the commercial banks is the
demographics of the employees of the bank with
reference to their existing customer demographics and
the demographies of the new segment of rural and fow-
i]IL‘(IIII“ customers.

Then came the new idea of “Fimancial Inclusion™
spearheaded by current government in Power which
aimed at reducing he gap being under-privileged citizens
and others by bringing them in (o banking system to
provide them security as well as muaking all the
transactions as accountable. Many commercial banks
joined the bandwagon of financial inclusion and started
opening ‘no-frills” accounts for new customers who did
not have the usual documents which were required to
open a bank account and were not able to maintain the
minimum balance, Even though during the initial days
there was much “hype” around these initiatives but end
ol the day the results are not something which could be
boasted as an achicvement in itself. Out of the 74 million
accounts reportedly opened in the initinl reports, the
average number of active accounts stood at a pathetic 3
to 20% which means that the system has not been able to
derive the intended henefits. This leads into a totally new
alternate svstem which can cater specifically to the new
segments which has to be included so that the segment
pets due attention and elforts, The concept of shadow
banking which holds relevance in the developed world
comes as an amicable solution to many of the problems
being faced by financial service industry in a complex

scenario as such as prevalent in India.

LJIRT 157469

ITERNATHONAL
INT I,Rw}\’l}l\(g@l&
~y

/ Saket Vidya
gari Marg,

| = | Chinchpada Road,
= \Kalyan (E) 421306

INTRODUCTION

Shadow Banking system has there been in existence
for vears but have gained spotlight after the global
financial crisis of 2008, In the words of Laura Kourdes
of International Monetary Fund (IMF), Shadow
1f 1t looks like a duck,

[

banking can be understood as
quacks like a duck, and acts like a duck, then it is a
duck. What about an institution that looks like a bank
and acts like a bank? Often it is not a bank. It is a
shadow bank™.

Many researchers have done extensive research on the
topic o shadow banking but a clear definition of the
term has not been arrived herewith as on date, The
financial stability board simply defines it as “Credit
intermediation involving entities and activities (fully
or partially) outside the regular banking system™. This
is a simple definition of what shadow banking is but it
has attracted a lot of criticisms from organisations such
as the IMF which state that the concept has 10 be
defined with a more granular approach. All the
financial activities except for banking which require a
public or public backstop to operate come under the
purview of shadow banking (Claessens and Ratnovski,
20014y provides a more accurate base for the
measurement of activities as performed under shadow
banking.

NEED OF THE STUDY

Shadow banking industry has proved itself as a viable
alternative to the existing traditional banking system
especially in an emerging economy like India. They
have made tremendous progress in the past 10 vears
and have been highly influential in assisting and
meeting the diverse financial needs of the highly
unorganized and scattered public in India. NBFC's in
particular have had a made a highly positive influence
in the following arcas:
e Emerging as a strong financial intermediary in
making findnciat services accessible to wider
s
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sections  of the society and new  customer
segments  which  were never part of the
mainstream banking system  India.

Have been instrumental in extending support to
the Small and Meduum Enterprises by offering a
wider portfelio ol product and service which
would cater to the unique requirement of that
segment.

Loans, savings. insurance and money transfer
services have tor the first-time bee aceessible to
the poorer scetions of the socicty through the
micro finance compantes which are an integral
category under NBF(C's.

Affordable housing schemes have been made a
reality only because of the NBFC’s which are able
1o process leans for the weaker section of the
society.

The last mile connectivity problem faced by the
financial services industry in reaching out to all
customer segments has been reduced due to the
existence of NBFC's across villages and rural
areas 1n the entire geography of this vast country.
They have been traditionally complementing the
banks in their services and  especially in
prevention of credit concentration.

They have a great role to play in the government's
vision of financial inclusion

Thev have been ready to adopt lot themselves to
changes in the economy as well as the growing
demands of the custamer segments.

In spite of the stringent regulations that they are
governed with in reference to the banking sector
many ol the NBFC’s arc able to do a decent job in

managing the risk and NPA’s.

In spite of all these positives the NBFC?s have also
had their fair shiare of “downs™ and issues which are

dealt in detail in the “Literature review™ chapter. The

basic necds based upon

IJNRT 137469

OBJECTIVES OF THE RESEARCH

The objectives of the research are formulated in
accordance  with the research questions  and
carciul validution of the objectives with the help
ot data properly being cellected and analyzed will
give a clear answer o the rescarch questions being
developed. The rescarch objectives of the study

are

Saket Vidya
Nagari Marg,
Chinchpada Road,
Kalyan (E) 421306

-

To analyze the market share of NBFC’s as a
constituent of shadow banking inlndia and its
trend with special reference to Greater Mumbai
To analyze the implication of NBFCs on the
financial aspects relating to Greater Mumbai vis-
a- vis other institutions in financial intermediation
and how this has generated the growth of shadow
banking

To assess the trends in the activities of NBFCs
To examine whether NBFCs extending loans has
any role in influencing the pricing pattern of
mstruments  with  reference  to  financial
intermediation

To examine the sources of funds of NBFCs for
loans, especially their borrowings from the
banking system, to make an assessment of
systemic implications;

To examine the current practices of NBFCs
involved in financial activities in Greater Mumbai
To review the extant regulatory norms refating to
NBFC  activities  and  recommend  any
modifications, if necessary:

To assess whether NBFCs adhere to fair practices
code including the KYC norms in extending loans
To examine the impact of NBFCs on the growth
and development of industry, trade and commerce
with special reference to Greater Mumbat and
formulate suggestions and recommendations, 1f
any.

To examine the regulatory gaps calling for
attention of less regulated shadow banking growth

RESEARCH DESIGN

The researcher has used Descriptive research in
this study. Descriptive research is a type of
research i which the opinions of the respondents
are laken in to consideration to arrive a solution to
the research problem under consideration.

In this study the opinions of the customers as well
as stakcholders in NBFC business which includes
banking personnel. Employees, financial analysts
are being asked and based upon their opinion the
smpact of NBFC s has been analyzed.

The type of research is qualitative as it 1s all about
the responses ol the respondents based upon
which the analysis is done and the results are

derived herewith.
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DATA COLLECTION

e Data is the ultimate and most vital aspeet of any
research. Studies which are conducted in different
ficlds of study can be different in methodology but
every research will be based on data which is
analyzed and interpreted to arrive at the findings.
There are two

1) Primary sources
i) 1) Secondary sources of data collection.

A Primary Datx

e In this study. a structured Limited probing
yuestionnaire was developed and used to elicit
responses from the NBFC's Customers about
their  preferences,  needs,  expeetations and
satistaction with regard to the NBFC’s that they
are either associated with or have associated in the
past. Primary data collected from the sample is
representative of the target population of NBFC
customers who are not accessible to the traditional
banking system and it will yield data that will be
vahd for the entire population

e The geographical scope of the study was pre
decided as Greater Mumbai, the  customers
belonging to greater Mumbai which extends from
Celaba i the south to Mulund and Dahisar in the
north is taken in to consideration. This gives the
rescarcher a blend of [inancially savvy customers
as well customers who do not fall in to the
category of traditional banking system. And then
for the stakeholders the same geography is being
taken and stakehoiders are chosen with reference
to the same geographical area to provide spread of’
opinion.

Primary data collection needs plan and execution

schedule: accordingly. rescarcher the prepared the

research plan for this study and collected primary data

required within time span of s1x months,
LIMITATIONS OF THE STUDY

The major Bimitations of the study arce

e  The tme can be a limiting factor as since the
length undd breadth of the city are high the timings
required o complete the oty may have some
effect on the responses that the researcher may

have got from the respondents

LJIRT 157469 INTERNATIONAL
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¢ The respondent’s responses cannot be trusted
100% or cannot be taken as true and the inferences
may have slight variances upon the end results.

e The closed ended questions may have made the
respondents stick to the choices given rather than
coming out with their responses which did not fall
within the purview of the choices given to answer
in the questionnaire.

Shadow Banking concept may not have been

completely understood by the respondents and some of

their answers would have been more of a personal
experience rather than a knowledge about the topic
under discussion.

AREAS OF IMPROVEMENT FOR NBFC

When the respondents were asked about they expect
improvement in terms of Faster processing time from
NBFC's it can be seen that almost 61% of the
respondents feel that there needs to be improvement in
terms of Faster processing time from NBFC’s while 40
% of the respondents feel that there needs to be no
improvement.

When the respendents were asked about they expect
improvement in terms of transparency in processing
from NBFC’s it can be seen that almost 65% of the
respondents fecl that there needs to be improvement in
terms of transparency in processing from NBFC's
while 35% of the respondents feel that there needs to
be no improvement.

When the respondents were asked about they expect
improvement in terms of increase in interest rate in
case of deposits from the NBF(Cs it can be seen that
almost 61% of the respondents feel that there needs to
be improvement in terms of increasc in intercst rates
while 40% of the respondents feel that there needs to
be no improvement.

When the respondents were asked about they expect
improvement in terms ol reduction in interest rate from
the NBF(C’s it can be seen that almost 65% of the
respondents feel that there needs to be improvement in
terms of reduced interest rates while 35% of the
respondents  feel  that there needs to be no
improvement.

When the respondents were asked about whether they
feel that they expect a better customer service from the
NBFC's and de the NBFC's have to improve their
customer service, it can be seen that 61% of the

respondents [eel that the customer service in NBFC’'s
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have to improve whercas 39% of them feel that the
existing customer service is ok and do not need much
improvement.

For the questions related to whether the grievances that
they have is being handied with diligence by the
NBFC, the responses show that almost two-thirds of
the respondents feel that their grievances are being
handled properly and 35% of the respondents feel
otherwise.

ROLLES OF A NBFC

e Data shows that among the respondents 42% of
them feel that NBFC's role is of broad based
cconomic developnent.

s Daw shows that among the respondents 38% of
them feel that NBFC's role is of Financial
Inclusion.

*  Data shows that among the respondents 21% of
them feel that NBFC’s role is to help the
fnancially weaker sections of the society

e Data that amony the respondents 2 1% of them feel
that NBFC's role i 1o bring in new customer
segments which were ignored by traditional
banking svstem.

*  Data shows that among the respondents 37.5% of
them feel that NBFCTS role includes all of the
benefits  including  broad  based  economic
development. financinl Inclusion, helping  the
financially weaker sections of the society and
bringing m new customer segments which were

ignored by traditional banking system.,
REASONS FOR PREFERRING NBFC'S

e Rate of Interest pnovided by the NBFC is the
primary reason for choosing them as citied by
62.5% of the respondents.

e Providing loans without collateral is the primary
reason tor choesing NBFCs as citied by 62.5% of
the respondents,

e Better and taster processing times provided by the
NBEC is the primary reason lor choosing them as
citied by 62.5% ol ihe respondents.

o The case of acoee provided by the NBFC is the
primary reason for choosing them as citied by
75% of the respondents.

e 62.5% of the respondents feel that the NBFC

provide all the henefits such as better rate of
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interest, provide loans without collateral, better
and faster processing limes and ease of access
which are the reasons lor preferring them

For the question related to their opinion on
whether the NBFC’s follow all the banking sector
norms, it cun be seen that 38% of believe that the
NBFC’s follow all the norms whereas 46% do not
believe so. On the contrary 17% are still unclear
with their opinion on the same.

For the question related to whether the NBFC’s
are able 1o provide better offer 1o consumers than
SME Financial scrvice unit and individuals who
are unorgamized, it can be seen that 25% of them
believe that NBFCs provide better offers but 54%
of them do not belicve so. About 21% of them are
still unclear about their opinion.

For the question related to their opinion on the
NBFC’s providing better vffers to women, it can
be seen that 46% ol the respondents are positive
about NBFC’s provide better offers 1o women
whercas 33% do not think that they provide better
offers to women and 2 1% of them do not have a
clear opinion regarding the same.

PERCEPTION REGARDING NBFC'S

50% of the respondents have a perception that
NBFC’s have a huge market shure in terms of
catering to customer’s needs,

50% of the respondents have a perception that
NBFC's have helped in penetration if organized
finance among customers.

50% of the respondents have a perception that
NBFC’s have transparency in operations like
banks.

50% of the respondents have a perception that
NBFC’s have an casy loan process.

50% of the respondents have a perception that
NBFC’s provide better interest rates than banks
and other unorganized financial institutions.

30% of the respondents have a perception that
NBFC's are properly controlled and regulated by
governmental norms.

50% of the respondents have a perception that
NBFC’s have fair trade practices.

50% of the respondents have a perception that
NBFC’s have helped in ease of doing business
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*  50% of the respondents have a perception that
NBFC's arc an integral part of the financial
systen in India,

e 50% of the respondents have a perception that
NBFC™s help in future development of both
organized and Unorganized sectors of the society

SATISFACTION ON SERVICE QUALITY

e 75 % of the respondents are satisfied on the
service quality in relation to financial advice and
counseling provided by the NBFC's.

e 71 Y% of the rospondents are satisfied on the
service guality in relation to friendliness of the
staffand counter service provided by the NBFC's.

o 75 % of the respondents are satisfied on the
service quadity inrelition to speedy service being
provided by the NGB s,

e 70 % of the respondents are satistied on the

service quality in relation 1o relability in the
by the NBFC’s,

e 70 % of the respondents are satisficd on the

accounting provided

scrvice quality i relation to complaint handling
procedures provided by the NBFC’s,
*  Forthe question relued 1o the overall satisfaction
ivctunctioning of the NBFC's it
no of

with refo

can beoseen ihere 18 an equal

©=% of them who are either
wed and one fourth of the

respondents i
satisficd or

respondents are neaal i therr response.
o For the guestivn refmed to whether they would
refer 1o thew fricnds and family to use an NBFC's
conthat 33% of them would

£ of them would not refer

services 1t can be

definitely refvr b

and 23" bave oooned response regarding the
same.
SCOPE FOR U0 VEMENT OF AN NBFEC
s 8% olthe responc s feel that the NBFC's have

a lot 1o improse termg of faster processing
times.
cowdents feel that the NBFC's

- terms of transparency in

e 025% ol the
have a fot 1o
pPrOCCssOs,

s feel that the NBFC's have

terms ol providing better

o 42% of theres
a fot w imprea

hiterest rates

BJIRTT 157464

Saket Vidya
Nagari Marg,

¢ 54% of the respondents feel that the NBFC's have
a lot to improve in terms of reduced interest rates
for

e 58% of the respondents feel that the NBFC's
have a lot to improve in terms of better customer
service.

OBIECTIVE VALIDATION

Objective 1: To analyze the market share of NBFC’s
as a constituent of shadow banking in India and its
trend with special reference to Greater Mumbai:

The following findings of the study are being used to
validate the objective.

*  Customers:

In case of NBFC’s it can be seen that 60% of them visit
an NBFC for at least 2 to 3 times a month with both at
30% respectively. Also it can be seen that 22% of them
make a single visit at least to an NBFC.,

When asked about
perception towards whether the NBFC’s are helping in
greater penctration of organized finance. it was found

the respondents  were their

that only 17% of the respondents have a positive
perception and almost 57% have a negative perception
in this regard. About 26% of the respondents have a
neutral opinion on their perception in this factor.

When the respondents asked about their
perception towards the role of NBFC’s on helping in

WOrS

ease of doing business, it was found that only 25% of
the respondents have a positive perception and almost
47% have a negative perception in this regard. About
26% of the respondents have a neutral opinion on their
pereeption in this factor.

*  Stakcholders:

In case of NBFC’s it can be seen that 54% of the
respondents visit at feast once in a month to a NBFC
followed by 12.5% of them who would visit not cven
once and another 33% of them who would visit at least
twice a month,

Data shows that among the respondents 42% of them
feel that NBFC's role is of broad based economic
development.

Data Shows that among the respondents 38% of them
feel that NBFCs role is of Financial Inclusion.

Data shows that among the respondents 21% of them
leel that NBFC’s role is to help the financially weaker
sections of the society,

Saket Institute of M
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Data that among the respondents 21% of them feel that
NBFC’s role is to brine in new customer segments
which were ignored by taditional banking system
Data shows that amone the respondents 37.5% of them
feel that NBFC's role includes all of the benefits
including  broad  baed  ceonomic  development,
financial Toclusion, Lolpisg the financially weaker
sections of the socichy Dbringing in new customer
segments which were - ored by traditional banking
system.

30% of the respondents tave a perception that NBFC's

have a huge morke are in terms of catering to

customer’s needs.

309 of the respendeni e o perception that NBFC's

have helped i penctes oo orpanized finance among

customers.

From the analysis it <0 be seen that at a 3% level of

significance the hvpetli s is rejected.

Hence we can conchie st NBFC’s do not have a

huge marke: share wi - e other shadow banking

compaincs.

Hence it can bo v i NUFC have even though

viont of shadow banking

cerdly in greater Mumbai,

nprovement for the NBFC's
murket share with special

become an dinpenn
institutions i India o
there 1s a lot of scope
in order 10 improve o
reference 1o the revion cater Mumbai.,
GADATION

1. Objective 1 coov o the market share of
NBFC's o

India aidd s

i uf shadow banking in
v special reference to

Greater Mo
The followie 1 < study are being used to
validate the obie
Customers:

In case ol NI« <on that 60% of them visit
an NBFC foe o b

30% respectin.

s amonth with both at
be seen that 22% of

them make o =in t to an NBFC.

When the o coieasked  about  their
ae NBEC's are helping in

cocd finance, it was found

perceplion foa
greater pena

that only 177, “pondents have a positive
pereeption oo - a negative perception
in this reean he respendents have a

neutral apia onin this factor.

IMRT 157, . o

When the respondents were asked about their
perception towards the role of NBFC’s on helping in
ease of doing business, it was found that only 25% of’
the respondents have a positive perception and almost
47% have a negative perception in this regard. About
26% of the respondents have a neutral opinion on their
perception in this factor.

Stakeholders:

In case of NBFC's it can be scen that 54% of the
respondents visit at least once in a month to a NBFC
followed by 12.5% of them who would visit not even
once and another 33% of them who would visit at least
twice a month.

Data shows that among the respondents 42% of them
feel that NBFC's role is of broad based economic
development,

Data Shows that among the respondents 38% of them
feel that NBF(C’s role is of Financial Tnclusion.

Data shows that among the respondents 21% of them
feel that NBFC’s role is to Luip the financially weaker
sections of the socicty.

Data that among the respondents 21% of them feel that
NBFC’s role is to bring in new customer segments
which were ignored by traditional banking system
Dala shows that among the respondents 37.5% of them
feel that NBFC's role incliudes all of the benefits
including  broad  buscd  ceonomic  development,
financial Tnclusion. helping the financially weaker
sections of the socicty and bringing in new customer
segments which were ignored by traditional banking
system.

50% of the respondents have o perception that NBFC’s
have a huge market share 1 terms of catering to
customer’s needs.

50% of the respondents Lo o pereeption that NBFC's
have helped in penctration & organized finance among
customers.

From the analysis it can be seen that at a 3% level of
significance the hypothesis s rejected.

Hence we can conclude ihat NBFC's do not have a
huge market share amony 11 other shadow banking
companies.

Henee it can be seen b~ 141C have even though
become an important connuent of shadow banking
institutions in India and expecially in greater Mumbai,

there is a lot of scope of iniprovement for the NBFC’s
in order to improve their newrket share with special
reference to the region of - ovner Mumbay . ~————
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2. Objective 2 Toar o ihe implication of NBFCs providing financial scrvices are the top reasons
on the Hnance s orelating to Greater both at 26% because ol which they prefer the
Mumbai vis-a- vee e mstitutions in financial NBFC’s over banks wnd unorganized sector, The
intermediation and gow this has generated the rate of interest provided by the NBFC’s is the next
growll: of <hadow bunvin: major reason for preferring which is at 21% and

The followinge Gndisgs 10 o Jehtin to the validation casy access o a NDBEFC o ach is at 13% is the next

of'the objective. reason. 13% of the respondent’s states that all the

Customers: reasons included make them prefer NBFC's,

e Talthe r oo to the institution that the For the query related 10 1 ¢ most important benefit
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there is v equal o - ol respondents of about
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have o Lonking

believe
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have o b e coound 22% of them are
not su «oh shows that there is
still ! + the respondents on the
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e Forthe oooxin v whether there is any
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can be v -« respondents believe

being derived from
of the view that Feor
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endorsed by almost
Increase m wealih o
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the respondents derive
NBFC. 17% of the s
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track has influenced ¢!
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time from NBFCs it
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improvement in Lo
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that there needs to e
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processing from
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con and availability of
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0t have a good eredit
lo be a part of NBFC.
sere asked about they
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¢ seen that almost 61%
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Fuster processing time
ol e respondents feel
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e asked about they
s of transparency in

it can be seen that

that [ repee between  them almost 05% ol the odents feel that there
wherens L Im, aem feel there 1s no needs to be improven ntenins of transparency
diffor - and a NBFC. About in processing from s while 35% of the
206% . ~r¢ unsure of whether respondents feel o vic needs to be no
there A stween a bank and an mprovement.
NBFC. A there is a mixed When the responde vere asked about they
respons ag the respondents. expect improveno. s of increase in
e Tothe . whether the NBFC's interest rale in cas. s from the NBFC's
tollow - the s, the responses show it can be seen thar b <o ol the respondents
that $ il respondents both tied feel that there novos smprovement in terms
at 3 ~BFCTs follow all the of increase in it while 40% of the
bankii, who believe that they respondents foel © Lre needs to be no
don’t. o ~tomers do not have a improvement,
clear o me When the respond.: vere asked about they
e Tor i : to the basic reason expect improven “oroosof reduction in
becan “ s are preferred over interest rate from i1 can be seen that
the i il i clearly shows that almost 65" of 1o ders feel that there
prov. b e hassle of collateral needs to be ey i1} rerms of reduced
and i by the NBFC’s n \ -
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Non Banking Financial Companies (NBFCs) in the Context of Growth in Shadow
Banking With Reference to Greater Mumbai

Sanej Kumar
Pramod Ram Ujagar Tiwari Saket Institute of Management, Kalyan, Maharashtra

ABSTRACT

The accessibility and acceptance among the rural and underdeveloped population has not reached to the levels
as expected by the Government and the cfforts dedicated towards this has not yiclded the expected results unlike
what was started in the developed economies. In India too, the initial focus was to make the commercial banks
to include the portfolio of these non-customers and bringing them in to the mainstream financial service sector.
But unfortunately, the acceptance rate has not been very good in this regard. It took a while for the policy
makers to understand the fact that the commercial banks with their multi-product and complex operating
structures would not be ideal to serve the new segment of customers whose needs, interests, and expectations on
one hand and the banks existing capabilitics and resources do not match which resulted in widening the
anomalies.

The simplest reason which atiributed 1o the failure of the commercial banks is the demographics of the
employees of the bank with reference to their existing customer demographics and the demographics of the new
scgment of rural and low income customers. The development needs of a commercial bank customer whose
average carnings cross 5 lakhs per annum is far different from that of a customer whose annual income is less
than a lakh per year. These differences initially pose a huge vacuum in understanding the development needs of
the new set of consumers by the employees of commercial banks who has to serve these customers. Another
important grey area is the lack of proper documentation for the process of credit among the new target segment,
which ideally would pose 1o be a huge risk in terms of eredit being provided to them. This in fact leads in to a
state of unsecured credit, which the commercial banks are not very comfortable with considering their existing
outstanding and operational processes. This leads the banks to deploy human resources who aren’t very much
interested in satisfying the objectives for which they have been assigned onto leading to disinterest in them and
not performing their tasks and delivering as per expectations.

INTRODUCTION

Over the past decade the Non banking Financial Institutions (NBFD, which are an integral part of shadow
banking has gained importance in terms of financial stability owing tothe growing interconnectedness among
the banking sector. Their potential impact on financial stability have urged many policy makers as well as
researchers to drive their attention towards this sector of shadow banking in particular. In emerging markets like
[ndia these institutions as apart of the shadow banking structure provide a peculiar structure, which is directly
related to overall development of the economy by calering to unique consumer segments which were not
considered before. India has a unique financial landscape which consists of chit funds. gold loan companies,
Nidhis, pawn brokers. plantation companies which have always been a part of the shadow banking system, and
has helped in catering to the needs of the rural and underprivileged customer segments who were not a part of
the commercial banking systems. They had to be included in a proper system which is accountable and that is
where the NBFC’s in India come in to the picture. In a rescarch report published by PWC. India entitled “Non
banking financial companies- the changing landscape”, in 2016. the following are the key points regarding the
status of NBFC’s in India.

CONTRIBUTION TO THE ECONOMY':

The contribution of the NBFC's towards the economy has been growing significantly since 2006 as it can be
seen that their contribution has grown from 6.4% to almost 14% by the end of the year 2015.
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. To assess the trends 1n the activities of NBFCs

= To examine whether NBFCs extending loans has any role in influencing the pricing pattern of instruments
with reference to financial intermediation

*  Toexamine the sources of funds of NBFCs for loans, especially their borrowings from the banking system,
to make an assessment of systemic implications;

Data Collection

Data is the ultimate and most vital aspect of any research. Studies that are conducted in different fields of study
can be different in methodology but every research will be based on data. which is analyzed and interpreted to
arrive at the findings. There are two

1) Primary sources
11)  Secondary sources of data collection.

e Sccondary sources as the pame suggests gives a basic idea about the topic of discussion and can be
collected from diverse source of documents, past literature or electronically stored information available
from trusted sites.

e  Primary data is a data originated by the researcher for the specific purpose of addressing the research
problem and collected from the sample or targeted population whereas secondary data collected from
available sources for some purpose other than the problem at hand. but related to the topic of the
discussion.

A. Primary Data:

* In this study, a structured Limited probing questionnaire was developed and used to elicit responses from the

NBFC’s Customers about their preferences. needs. expectations and satisfaction with regard to the NBFC’s that

they are either associated with or have associated in the past. Primary data collected rom the sample is

representative of the target population of NBFC customers who are not accessible to the traditional banking
system and 1t will yield data that will be valid for the entire population.

» The geographical scope of the study was pre decided as Greater Mumbai, the customers belonging to greater
Mumbar which extends from Colaba in the south 1o Mulund and Dahisar in the north is taken in to
consideration. This gives the researcher a blend of financially savvy customers as well customers who do not
[all in to the category of traditional banking systent. And then for the stakeholders the same geography is being
taken and stakeholders are chosen with reference to the same geographical area to provide spread of opinion,
Primary data collection needs plan and execution schedule: Accordingly rescarcher the prepared the research
plan for this study and collected primary data required within time span of six months. The well designed and
well structured “Questionnaire’, used in this study to collect the responses from the NBFC customers as well as
stakeholders is being discussed in the following section.

Tool Used for Data Collection: Questionnaire.

In this study we have used 2 questionnaires. first for the stakeholders of financial Services and the second for
the customers of NBFC’s, let’s discuss about the structure of these questionnaires in detail.

Secondary data

The researcher is well aware of the importance of secondary data and how it can aid in a research swdy.
According to the understanding. secondary data is the type of quantitative data that has already been collected
by someonc else for a different purpose other than the current research.

There are several uses to Secondary data. They are
[t can be directly used in the study as a source of information and act as source for information clarity and can
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- Rate of Interest provided by the NBFC is the primary reason for choosing them as citied by 62.5% of the
respondents.

- Providing loans without collateral is the primary reason for choosing NBFC’s as citied by 62.5% of the

respondents.

- Better and faster processing times provided by the NBFC is the primary reason for choosing them as citied by
62.5% of the respondents.

- The ease of access provided by the NBFC is the primary reason for choosing them as citied by 75% of the
respondents

- 62.5% of the respondents feel that the NBFC provide all the benefits such as better rate of interest. provide
loans without collateral, better and faster processing times and ease of access which are the reasons for
preferring them

SUGGESTIONS:

e NBFC's have a huge market share among other shadow banking companies

o NBFC's improves the financial status of consumers

e NBFC's are a tool for financial development:

e There is a positive correlation between the quality of services offered by NBFC and customer satisfaction

e NBFC's help in financial development of SME businesses in Greater Mumbai:

»  NBFC's follow all the regulatory norms in taking care of customer needs:

e Thereis a positive correlation between NBFC and development of unorganized business.
RECOMMENDATIONS FOR NBFC BUSINESS:

* The Financial inclusion schemes can be used as an opportunity by the NBIFC’s to spread their existence. The
Pradhan Mantri Jan-DhanYojna(PMIDY'). has caused a substantial increase in bank accounts yet there is a huge
number of customers who are yet to make those accounts active. This provides an opportunity for the NBFC’s.

* Principal banking licenses are in the process to be handled over to many financial institutions to qualify as
banks and this is the time when the existing NBFC’s have a scope to emerge out of the shadow and become full
fledged financial institutions.

* Several unified payment systems are i place like the Unified Payment interface(UPD. NCPI and Bharat Bill
payments systems. For the NBFC’s this provides a scope for expanding their lines in the digital payment
verticals, which further enhance their acceptance among the customers.

* It the NBIC’s are able to develop a partnership with the payment banks, bill payment providers and other

financial institutions including he insurance and assel management companies it will provide them an
opportunity to come up with a comprehensive set of financial services under a single umbrella.

* As the growth of digital life among the citizens of India is growing at unprecedented levels, including the
rapid growth in smartphones which has taken India as the second largest smartphone market in the world. it
provides an opportunity for the NBFC to capitalize on this. They can work on their product and positioning,
processes and end o end experience of the customers.

The social and digital data available also provides an opportunity for NBFC where they can use the digital
social data as a surrogate in order to make better credit decisions.

CONCLUSION

In this research paper we have done the effort towards understanding the role of NBFC’s an integral part of the
financial system in India and how they have been impacting the growth of alternate banking in the specified
zeography. The primary objectives include the impact of NBFCs their operations. their impact and what do the
custoners and stakeholders think about the NBFC's. With these objectives the researcher }IJ\L dcrtiken a

comprehensive literature review on the topics of Shadow banking and especially the NB ’@ whihYogee o first
hand idea about the concepts of shadow banking and NBFC's. The growth of NBF@ ol s The issues
faced by them was tuken in to consideration. With this understanding the researcher had devgldped a descriptive
research design and s & gg}p@k@pw llection by using tow sets of questionnaires lxlrﬁii(édt@ﬁ'{qﬁl'gﬁQggg)uhlumcr.\ of
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A STUDY ON GST AND ITS IMPACT ON EDUCATION SECTOR

Dr. Shrikesh Poojari and Dr. Sanoj Kumar
Assosiate Professor, Pramod Ram Ujagar Tiwari Institute of Management

ABSTRACT
This study aims to understand the 1axation system of our Country and its impact on educational sector in India.

GST (Goods and service 1ax) is major 1ax reform, in indirect tax structure of India since Independence. It was
designed to provide the support and enhancing the economic growth of India. The idea to ser up GST in India
was pul forth by Atal Bihari Vajpayee govermment in 2000, It is the biggest tax reform in India since
Independence and was implemented by the Government of India on Ist of July 2017. Prior to this date, the
system to collect indirect tax was complex as there were different heads of Indirect taxes but GST introduces the
system which unifies 17 heads of Indirect taxes into one single set. At present, taxes are levied on the goods and
services by the collective effort of central and state governments Goods and Services Tax is the tax that is levied
on all goods and services based on their destination and India adopts a dual GST system by introducing Central
GST (CGST) and State GST (SGST). It improves the taxation system of our Countiy by reducing the multiplicity
and cascading effects of taxes and by bringing out transparency and improves compliances in every
transaction. GST is the only indirect tax that affects all the sectors and sections of our economy.

Education is one of the major sectors of any economy and the future of any couniry depends on the quality of
education provided 1o the vouth. Education promotes understanding, vision, creativity and productivity of
people which helps in advancement of a country. In India, Education is provided by public as well as private
sector. Indian government's foremost priority is to provide low-cost education to one and all. That's why
education sector cnjoys lois of tax exemption. GST council tried to provide maximuwn exemptions or keep away
Jrom the GST regime 1o the educational secior.

This study analvses GST and its impact on educational Secior based on the secondary daia.

Keywords:- Goods and Service Tax, Education Sector, Indireci Tay, Students

INTRODUCTION
Education: As per \\:klpedm “ldvcation s a purposclul activity divected st achieving cortain aims. such s
transmutong know or Tostering skills and character s lﬂduwtmn is the lmckhum, of a Naton and it

directly affects the utemth of an economy and providing education is always seen as a social activity rather than
a business one. India is one of fastest growing economy in the world, moreover it is one of youngest economy
in the world. So for it education plays crucial role for the social and economic growth of India. Education is one
of the major service sectors for the economy like Tndia because it will decide how the country will flourish. Tt
promotes knowledge. skills, vision, innovation and creativity ete. of people which help in the growth of a
country. India is a mixed economy, Education is provided by both the private and government sector. Central
government passes the “Compulsory Education Act 2009 which makes the education compulsory for every
child. In India, there are two types of educational institutions. viz public and private. Indian Government
supports low-cost education to each people. That's why in India educational sector avails lots of tax exemption
in Indirect taxes as well as direct taxes. Direct taxes are those taxes that are directly paid to the government like
income tax, TDS, and indirect taxes are indirectly levied and paid o the government like. excise. GST. custom.
cte. The Goods and Service Tax (GST) is a very vast concept that simplifies the taxation system and enhances
the economy of our country by reducing the multiplicity of taxes and their evasion. GST is an indirect tax and
fevied on all goods and services supply in India. It is a destination-based tax and it applies to where the goods
and services are supplied not by produced. GST has four types of rates of Tax: 3%. 12%, 18%. and 28% .2 The
sovernment of India passed the GST bill on Ist July 2017 1o subsume all the indirect taxes (o avoid the
cascading effects of indirect taxes and to reduce the cost of products and services raised due to muliplicity of
taxes, Goods and Services Tax Council. GSTN. and all government agencics, cte., have been regularly deciding
to resolve the problems encountered being at dilferent levels to ensure a smooth transition. With the
introduction of the goods and services tax at the state level, the extra load of the CENVAT. as well as service
tax. is eliminated and the major central and state taxes are included in GST, plummeting the multiplicity of

taxes. \
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educational sector will rise due to increase in tax rates from 5-12% to 18% and it directly or indirectly
alfects the education system.

*  Coaching fee is subject to 18% and Non-Conventional courses were under the tax bracket of 15 % in the
previous tax system but under GST it comes to the tax bracket of 18%.

*  Educational training/events organized by foreign entities in India come under the tax bracket of 18% that
are attended by professionals, students, corporates. etc.

*  Some products shall become more expensive and some products shall be cheaper. For instance, Schoolbag
was taxed at 12.5 % under previous taxation system while under GST regime it comes under 18 % tax
bracket.

*  Ball pen and exercise book under the old system was taxed at 18.68 % and now it comes under the (ax
bracket of 12 % and become less expensive.

LIMITATION OF THE STUDY

One of the biggest problem is the repeatedly changes in GST rates by the GST council. It is one of the biggest
problem in this specific research study. There are lots of scopes available for further researchers with the up-
dated and redesigned data.

CONCLUSION

Education Services provided from preschool up to higher secondary or its equivalent are exempt from GST and
those educational institutions provided only education as a service need not be registered under GST. Due w0
implementation of GST, the cost of educational is increasing due 1o an increase in the tax rate on different
items, and those Institutions and universities who provided education after higher secondary are required to pay
GST for services which means transportation, catering, housekeeping, ete. will levy GST and the cost will have
to be borne by the institutions. Education is free from GST means output service of institutions,
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Impacation of GST in Indian Education Sector

Dr.Shrikesh Poojari, Dr.Sanoj Kumar

Associate Professor, Pramod Ram Ujagar

Abstracr - This study aims to understand the Laxation
system of our Country and irs impuct on educational
sector in Indin. GST (Goods and service fax) is major tax
reforn, in indireet tax structure  of India  sinee
Independence, It was designed to provide the support
and enhancing the economie growth of India. The idea to
set up GST in India was put forth by Atal Bihari
Vajpayee government in 2000, Tt is the biggest tax reform
in India since Independence and wis implemented by the
Government of India on st of July 2017, Prior 1o this
date, the system to colleet indirect fX was complex as
there were different heads of Indireet taxes but GST
introduces the system which unifies 17 heads of Indirect
taxes into one single set, At present, taxes are levied on
the goods and serviees by the collective effort of central
and stuate governments Goods and Services Tax is the tax
that is Ievied on al zoods and services based on their
destination and Iudia adopts a dual GST svstem by
introducing  Central G871 (CGST) and State GST
(SGST). It improves the faxation svstem of sur Country
by reducing the multiplicity and cascading effects of
taxes and by bringing out transparency and improves
complinnees i every transaction, GST is the only
indirect tax that alfeets all the sectors and sections of our
ceonomy.

kducation is enc of the nuajor sectors ofany cconomy und
the future of any country depends on the quality of
cducation provided to the youth. Education promotes
understanding, vision, creafivity and productivity of
people which helps in advancement of 4 country. In
India, Education is provided by public as well ag private
seetor. Indian government's foremaost priority is to
provide low-cost education to one and all. That's why
education secior enjoys lots of tay excmption, GST council
tried to provide maximum axemptions or keep away
from the GST regime to the cducational sector, This
study analvses GS T and jis impact on cducational Sector

based on the secondary data,

Key HWeordy - Goods and Service Iy, Educution Sector,

Indirect Tax, Students
INTRODUCTION

Fducaton: As per Wikipedia  “lducation is o

purposciul activity direeted at achie ‘ing certain aims,
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such as transmitting knowledge or fostering skills and
character raits. Fducation is the backbane of a Narion
and it directly affoets the growth ol an ¢cconomy and
providing cducation is always seen as a social activity
tather than a business one. India is one of fastest
growing cconomy in the world, morcover it is one of
youngest cconomy in the world, So for it cducation
plays crucial role for the social and ceconomic growth
of India. Education is onc of the major service sectors
for the economy like India because it will decide how
the country will flourish. 1y promotes knowledge,
skills, vision, innovation and creativity cte. of people
which help in the growth of a country. India is a mixed
cconomy, Liducation is provided by both the private
and government seetor. Central government passes the
“Compulsory Education Act 2009 which makes {he
cducation compulsory for every child, In India, there
aIc wo types of cducational Institutions. viz publi¢
and private. Indian Government supports low-cost
education 1o cach people. That's why in India
cducational scetor avails Jots of tax exemption in
Indircet taxes ns well ag direet taxes. Dircet taxes are
arc direetly paid to the government like

those taxes thy
income tax, DS, and indirect taxes are indireetly
levied and puid o the government like, excise, GST,
custom, ete. The Goods and Service Tax (GSTY 15 4
very vast coneept that simplifies the taxation system
and enhances the ceonomy of our country by reducing
the multiplicity of taxes and their cvasion. GST is an
indirect tax wid levied on all goods and scrvices supply
in India. It js o destination-based tax and it applics 1o
where the poods and services are supplicd not by
produced. GST has four types of rates of Tax: 59,
12%, 18%, and 2892 The soverniment of India passed
the GST bill vy st Tuly 2017 10 subsume all 1he
indirect taxes 10 avoid the cascading effects of indirect
taxes and (v reduce the cost of products and services
raised duc to medtiphicity of taxes. Goods and Services
Tax Council. GSTN. and all government agencies,

cte, have been regularly leciding 1o resolve the

problems u‘.u.\:‘ci DXp at different levels 1o
4 -
XCA T
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ensure a smooth transition. With the introduction of

the goods and services tax at the state level, the extra
load of the CENVAT, as well as service tax, is
climinated and the major central and state laxes are
included in GST, plummeting the multiplicity of taxcs.

OBJECTIVE OF THE STUDY

= To know the impact of GST on education

= Tocheck the positive and negative sides of GST

*  To turnish information for further research work
o GST

NELD OF THE STUDY

This swdy will help us 10 understand the present
taxation system followed by the educational sector.
This study is necessary 10 analyse the positive and
negative impact of the implementation of GST on the
cducational  sector. This study also analyse  the
exempted and nen-cxempted services from GST of the

cducational scctor
REVIEW OF LITERATURE

*  Radha Dhaked (2022) in her study tmpact of GST
Tax on Lducation Sector helped in defining the
cducation mstitutes under GST and  elaborate
various tavable and exempt education service as
per GST Regime and a complete list of exemption
offered w education institutions.

= AmitKhuyani (2021 in his study claborate impact
of GST and rates of GST in Education Services

* UMA Amit A Apte (2019) published a book on
"GST on Educational Sector” and concluded that

only primary services are exempted from GS

and any ancillary or incidental services related to
primary services are taxable under GST.13

= ICATE2019) i their study had given all the details
about GST on Education Sector, Exempied and
Nonexempied education educational services and
practical approuch in collecting GST.

= Dro Duggappa M.C (201%) in his study “An

Empirical Study on Goods and Service Tax" said

that the GNT system is favourable and brought
changes in the tax regime.
= Subhadeep Dutta (2018) in her study "A Study of

Goods and - Service Tax and s nnpacts”

coneluded that afier implementatiog of GST tax

LIRT 157331 IN'TERN

rates will be increased by 3-5% resulting in an
increase in the cost of services to the end-user.
Challenges and issues find out by using SWOT
analysis in her study and analyse the impact of
GST on student's lifestyles.

*  B. Anbuthambi and N. Chandrasckaran (2017)
studicd "Goods and Services Tax (GST) and
Training for its Implementation in India: A
Perspective” and  concluded that GST  was
implemented at the national level. Government
must provide tramning and help desk facility for
trainers on GST rules and regulations.

*  Alpna Yadav (2017) in her study "Impact of
Goods und Services Tax on Indian Economy"
concluded that GST will solve the problem of
complexily of the tax system because it replaces
all the indirect taxes into onc indirect tax. GST
also reduces the cost of goods and services by
reducing the cascading effects (lax on tax),

*  Dr. R Vasanthagopal (20113 in  his study
evaluated the impacts of GST on the various

1

assessed the positive and negative impacts of GST

S0

sectors like education, agriculture ete and

on various sectors and concluded that it will be the
biggest 1ax reform in India which will increase the
revenuc o the nation.

METHODOLOGY

This study is bused on sccondary data and does not
include any staiistical data, The data used for this study

has been collected from  various online sourees,

official websites, Journal articles, newspapers, related
to GST.

IMPACTS OF GST ON EDUCATIONAL SECTOR
GST was implemented to avoid double taxation effects

but there are some Positive and Negative impacts of

GST as below:
POSITIVE IMPACTS OF GST
*  Educationu! Institutions providing only education
services to students and receiving money as fees

for educaiional serviees are not required to be

registered under GST
= Instwtions up (o Highey Sceondary are exempt
from paying X arkd .i\‘u]l_mx exemptions,

Of"
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= Institutions runs by Charitable Trust can avail tax
exemption Uss 12A after taking approval from the
Income Tax Department.

= [Bducation  Services,  Training Programs,
Vocatonal Skill Development Course or any
other Type o' Services Provided by National Skill
Development Corporation, Sector Skill Council
are fully Exempt from GST.

NEGATIVE IMPACTS OF GST
* Most of the educational Institwtion depends on

third-party service providers for Housckeeping,
Transport. Catering Services, cte. 1o fulfil their

daily requirements but with the Implementation of'

GST. cost of educational sector will rise due 1o
merease i tax rates from 3-12% 10 18% and it
dircetly or indirectly affeets the education system.

= Coaching fee is subject o 8% and Non-
Conventionul courses were under the tax bracket
of 15 ™ m the previous tax system but under GST
it comes o the tax bracket of [ 8%,

= Pducntional raming/events organized by foreign

entities 1 India come under the tax bracket of

8% that are antended by professionals, students,
corporates. ete

*  Some products shall become more expensive and
some products shall be cheaper. For instance,
Sthoolbug was taxed at 125 % under previous
anation svstem while under GST regime it comes
under 18 % tux bracket.

= Ball parand exercise book under the old system
was texed at T8.68 %o and now it comes under the

s

tax brachet of 12 % and become less expensive,
LIMITATION OF THE STUDY

One of the blgpest problem is the repeatedly changes
m GST orates by the GST council, It is one of the
biggest problem in this specific research study. There
arc lots o scopes available for further rescarchers with

the up-dated and redesigned data.
CONCLUSION

Education: Services provided from preschool up to
higher secondury or its equivalent are exempt from

GST and these educational institutions provided only

cducation as o service need not be registered wder

SAK,
S
ERNATH

LJIRT 157331

GST. Duc to implementation of GST, the cost of
educational 15 increasing due 1o an increase in the tax
rate on different items, and those Institutions and
universities who provided education afier higher
secondary arce required to pay GST for services which
means ransportation, catering, housckeeping, ete. will
levy GST and the cost will have to be borne by the
institutions. Education is free from GST means output
service of institutions.
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