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Editorial

The economy of the world is changing fast with more and more dependence on secondary and tertiary sectors.
It is heading towards an economy relying immensely on services and trade. In addition to that the flow of
capital is not being accompanied by human capital. The result is seen in the form of higher degree of
economic instabilities in national economies reflected in sudden rise and troughs in international market.
Politically the world was never more stable than it is now. After the Syrian crisis it was feared that a new era of
cold war between the USA and Russia would begin. But this did not happen. Even the Ukranian crisis cooled
down without much furor.

The economies in South Asia, however, are passing through a time of economic recession. The worst hit is
Indian Economy which is facing a big slow down. The automobile sector has seen a fall in demand to the scale
ofnearly 25%. Asaresult of'this about three lakh employees have been removed from their jobs. Agriculture
sector has equally suffered and its capacity of absorbing labour is fast going down. It is becoming increasingly
difficultto survive. The traditional demand of agriculture produce is seasonal whereas the production of some
ofthe crops sometimes becomes so large that the market is not able to provide buyers in equal proportion, as a
result the prices crash. This has been seen in the case of onion and garlic in the last financial year. There is a
huge disappointment among the farmers in central and western India. The solution offered by the state is only
through interest waivers or waivers of agricultural debts. But this is only a partial relief to the farmers. The
factis, itrequires a multipronged strategy to make agriculture again the biggest employing sector.

The economic growth rate in India has been wavering between 4.5% and 8.5% in the last five years. However,
the rate of unemployment has risen to an extent which is the highest in last 45 years. The demand is falling.
Increasing disinvestment of Public sector companies and privatization of core sectors has resulted in a
decrease in regular employment. Indian Railway has seen a fall in workmen strength from about 18 lakhs to
nearly 13 lakhs in past five years. Despite this several railway stations have been handed over to private sector
to be operated on PPP model. The Air India and BSNL are next to be privatized. Insurance sector is facing a
similar situation as 100% FDI has been allowed in this sector as well. Though the trade Unions are fighting
tooth and nail in the insurance sector but it is difficult to say how long they will be able to resist.

These and similar other issues are current issues of global and Indian economic scenario. For research in
economic sphere it is essential to be abreast of the contemporary situation. Things change fast as the world
market changes every day and the world economic relations between nations depend on them. Some of these
issues have been discussed in the articles in this number. Hope the readers and scholars will find it useful.

The editorial team does not own responsibility for the data presented in the research articles nor for the
inference made. The responsibility of the entire information in the articles rests with the authors. However,
new ideas are always welcome to improve the quality, content and authenticity. We would welcome opinions,

suggestions and corrections, if any by the readers.

Prof. Suman Pamecha
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Inclusive Growth through Livelihood Support Programmes in
TSP Region of Rajasthan

*Dr. N. K. Patel
**Ms. Usha Audichya

Abstract

The Indian economy is headed in a new direction - striving to touch double — digit annual growth rates, and a
sustainable, equitable and inclusive growth, taking into account the needs of all sections of society. Recently
the 11th& 12th Plan defines inclusive growth to be a growth process which yield broad-based benefits and
ensures equality of opportunity for all. Inclusive growth is broad- based growth. It is concerned with the Pro-
poor growth, growth with equity. Inclusive growth is aimed at poverty reduction, human development, health
and provides opportunity to work and be creative. In fact it is widely acknowledged that inclusive is good for
the economy. Also the 12th five year plan (2012-2017) had aimed achieving faster and more inclusive

growth5. Rapid GDP growth target at 9.10 per annum was regarded necessary for two reasons

1. To generate the income and employment opportunity that was needed for improving living standard
for the bulk of population.
2. To generate the resources needed for financing social sector programmers, aimed at reduce poverty

and enabling inclusiveness.

There are various problem occurred in Rajasthan regarding inclusive development. Demographic
infrastructure of Rajasthan, Income inequality, horizontal and vertical inequalities, Gender disparity, Poverty,
Unemployment, income and expenditure gap between rural and urban areas, illiteracy, sex ratio, health,
education, social securities. So remove such a problem “Inclusive growth” is a new mantra for all. For

achieving broad based growth. There is a big need of inclusive growth in Rajasthan.

An ARAVALI-UNDP study put the figure at almost 50 per cent of SC/ST families are migrating and estimated
that almost 60 per cent of tribal household income was coming as a result of migration based wage labour. As
per the 2001 census Rajasthan has 7.10 Lakh scheduled tribe population. It registered a growth rate 0£29.6 %
during 1991-2001, a 1.2 per cent higher growth than the total population. Scheduled tribes in the state are
overwhelmingly rural; 94.6 per cent reside in rural areas. This paper proposes to define inclusion/exclusion
for an outcome scenario on broad based growth from three different perspectives, viz., Inclusive growth

Impact of livelihood programmes, inclusive growth of TSP region. It also provides some illustrations based

*4ssistant Prof., Bhupal Nobles University, Udaipur
**Research Scholar, MLSU, Udaipur
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on the National Accounts Statistics and the National Sample Survey, National Rural Livelihood Mission data.
Rajasthan state is quite backward in respect to inclusive growth in India. [ am trying to attempt analyze the

impact of livelihood support programmes in TSP region of Rajasthan.

Key Words : Inclusive growth, Impact of livelihood programmes, Rajasthan Economy Eleventh Five Year
Plan, Twelfth Five Year Plan,

Introduction :

The Indian economy is headed in a new direction - striving to touch double — digit annual growth rates, and a
sustainable, equitable and inclusive growth, taking into account the needs of all sections of society. Indian
economic growth has passed through for major phases over the past 60 years. It is emerging to a new phase
with a broad objective of “Inclusive Growth”. Recently the 11"& 12th Plan defines inclusive growth to be a
growth process which yield broad-based benefits and ensures equality of opportunity for all'. The Inclusive
growth implies an equitable allocation of resources with benefits accruing to every section of society, which
is an Utopian concept. Inclusive growth is broad- based growth. It is concerned with the Pro-poor growth,
growth with equity. Inclusive growth is aimed at poverty reduction, human development, health and provides
opportunity to work and be creative. The allocation of resources must be focused on the indented short and
long terms benefits and economic linkages at large and not just equitable mathematically on some regional
and population criteria. The economy of India appears to have been undergoing some structural changes in
recent years, but these have not been pronounced. The United Nations Industrial Development Organization
(UNIDO) reported that the real rate of growth of manufacturing value added was 6.9% during 2000-2005,
about the same rate as its nonmanufacturing GDP. Between 2000 and 2007, the share of manufacturing value
added in its GDP edged up from 14.3% to 14.9%’. More recently, both industry and services were growing
much faster than agriculture. While GDP was growing at 9.5% during 2005-2007, industry was growing at
10.5% and services at 10.6%. However, agriculture was growing at only 4.5%. Slow growth of agriculture

has thus retarded any significant increases in rural incomes.

Country prosperity is determined not by the prosperity of the few elite citizens but by the emancipation of its
entire population while our nation boasts of having 8.6 % GDP growth rate’. We still have more than half of
our population wallowing in hunger, poverty and misery. We are still facing by the shackles of illiteracy,
slums, child labor, lack of health care, food security, income inequality unemployment, lack of good

sanitation infrastructure.

Our Indian society is evidently segmented and there is a huge disparity between urban & rural people,

between non — agriculture workers & farmers, between organized & unorganized employers, between men &
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women and also between develop and under developed states. Inclusive growth aims at bridging the gap
between these divided sections. All sections of society must get the benefits our country's growth in full

measure and then be able to take this growth forwarded by participating of each and every citizen of country.

The general understanding about inclusive growth has been positive and a lot of prominent figures from
various fields have been strong proponents of the concept of inclusive growth. The government has to
followed policies which has foster inclusive growth, though the reasons for this have largely been political.
In fact it is widely acknowledged that inclusive is good for the economy. Also the 11" five year plan (2007-
2012) had aimed achieving faster and more inclusive growth’. Rapid GDP growth target at 9.10 per anum was

regarded necessary for two reasons

1. To generate the income and employment opportunity that was needed for improving living standard
for the bulk of population.
2. To generate the resources needed for financing social sector programmers, aimed at reduce poverty

and enabling inclusiveness.

The first one was due to the increased focus on inclusiveness in our nation and the benefits accruing from the
social welfare schemes like MNREGS, NRLM and NRHM etc. The other reason that helped is in
mainstreaming the demand is that increased employment in any sector like IT/BPO sector further created a
chain of indirect jobs at the lower level. These jobs required a varying spectrum of skill and employed people
from different section of society. The jobs are automatically created by the government but still there ultimate
effect was inclusive growth. In a sense financial crisis acted as catalyst and brought the importance of
inclusive growth to the limelight. The exponential and sustainable growth 23we will need employment
generation at a proportionate rate. Given the fact that organized sector including the public sector cannot be
achieved bulness the bulk of GDP growth takes place in the unorganized sector. Thus there is a need to
provide unorganized sector with an enabling environment and a level playing field for achieving rapid

growth.

Furthermore, the disparity between the developed states and the poor states in India is very large. Evidently
large scale investment in infrastructure and social welfare programs are necessary to bloster the economic
condition of these backward states which would in turn help in prosperity of the nation. Apart from
considering the backward states we also need to focus on backward castes. the vulnerable section like the
scheduled castes (SC),scheduled tribes (ST), backward classes, minorities and the handicapped from a major
part of the country and without their emancipation no constructive progress of the nation can be achieved. So,

they need be made stakeholders in the economic prosperity of our country.
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Another important aspect for achieving long term growth is the need of education primary, vocational,
technical education and skill development in rural areas are essential for boosting self —employment and
entrepreneurship encourage new units and expand existing ones. Furthermore, women employment also
presents an important feature of inclusive growth. Well educated women can provide great inputs for

accelerating growth of our nations.

I would like to conclude by starting that although short term economic growth is achievable by not taking all
section of our society into stoke. We will need to focus approach of inclusive growth for achieving a long term
economic prosperity. In context of formal & informal economy the Rajasthan is also a quite backward and
there is huge gap between so it can be meet out by inclusive growth.

Rajasthan is the largest state among republic of India by area (3,42,239 sq. km) occupying 10.4 percent of
total geographical areaand having 8" position with 6.86 crores (Male :3.56 crores & female 3.30 crores) and
population density 165 population per sq. km. The state has recorded almost 28.4 % growth in population in
the last 10 years'.

Concepts and Definitions

The working definition of livelihoods adopted for the study follows Scoones (1998): "A livelihood comprises
the capabilities, assets (including both material and social resources) and activities required for a means of
living. A livelihood is sustainable if it can cope with and recover from stress and shocks maintain or enhance
its capabilities and assets, while not undermining the natural resource base."With this broad, inclusive
definition of livelihoods, the study has adopted a holistic approach for assessing rural livelihood options,
based on the sustainable livelihood model developed by the Institute of Development Studies (Scoones,
1998). This model locates development of livelihoods in a holistic setting, incorporating the natural and
socio-political context and its interplay with the overall institutional and organizational framework, which
together determine the livelihood profiles of individuals and communities. It thereby provides a much
broader focus than conventional analyses of separate economic sectors. At the very outset important

distinctions made between livelihood resources and livelihood strategies.

Livelihood resources refer to the basic assets which rural people and families possess for pursuing different
livelihood strategies; these are not limited only to material assets like cash or land or livestock, but also
include skills, social networks\and natural infrastructure. In particular, for this paper, livelihood resources

include:

. Natural Capital: soil, water, genetic resources, etc.

. Financial Capital: cash, savings, production tools and infrastructure.
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. Human Capital: skills, knowledge, physical well being, etc.
. Social Capital: social networks, affiliations and associations.
. Political capital: level of political consciousness, extent of political networks, etc.

Livelihood resources are used in various combinations to pursue livelihood strategies. There are three main

clusters of livelihood strategies practiced by the rural people:

. Agriculture Extensification and Intensification
. Livelihood
. Migration

Objectives :

1. To highlight the current livelithood programmes in TSP region of Rajasthan.
2. To analyze the role of livelihood support programmes in TSP region of Rajasthan
3. To identify the interrelationship between inclusive growth and socio economic status of the people.

Source of Data :

Secondary data is being used from Budget Analysis Rajasthan Center, Jaipur. NRLM data is being used to
capture SHG level information and Performance assessment of Project. The Progress report has been
prepared at SPMU based on the data updated in RAJEEVIKA-MIS. Transitory MIS is being uploaded by

district/blocks team. (Source:-neteon.in/rgavp)

Table 1: Sector wise allocation of funds by the Rajasthan Govt. (Rs. Corores)

Sector 2014-15 BE 2014-15 RE 2015-16 BE
Health and Family Welfare 8703 7444 9416
Education 22873 20573 23824
Welfare of SC/ST OBC 1542 1340 1471
(including minority)

Social Welfare and Nutrition 6597 6493 7592
Nutrition (included in ablove) (1954) (1470) (1695)
Agri_culture and allied 5469 5260 5232
services

Irrigation 3379 3184 3466
Energy 14957 13977 15999
Rural Development 13904 12320 12968

Source : Rajasthan government budget books
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Results Discussions :
Sector wise allocations by the Rajasthan government :

The decline in the government expenditure mainly in Plan expenditure of the state government is visible in
total allocation to some of the social sector allocations as well. The table below gives allocation to major

sectors by the state government

As the table above suggests, there is an increase in the allocations to sectors like health and education, though
the increase is not much compared to 2014-15 BE. But there is a visible decline in sectors like Welfare of SC,

ST, OBCs and Minority, Nutrition, Agriculture and Allied Services and Rural Development.
Impacton various Social Sector Schemes

In 2015-16 budget, the Indian government has decreased its allocation to major centrally sponsored schemes
(CSS) arguing that since the state governments are now receiving increased fund due to the 14th Finance
Commission's recommendations. The CSSs have been grouped in three categories in 2015-16 union budgets.
Some of the CSSs have been scrapped, while the ratio of centre state share has been changed for some other,
while for some CSSs the union government has said that those would continue as earlier. The third category of
CSSs includes those schemes which are aimed at development of the weaker sections of the society or for
which the government has legal or constitutions obligations. However, as the table below shows the
allocation to schemes like SSA for which the Indian government has legal obligation have also been slashed.
The table below gives figures for selected CSSs.

Table 2 : Allocation to various CCSs in Union Budget 2015-16 (Rs. Crores)

2014-15 2014-15 2015-16
S.No. Scheme (BE) (RE) (BE)
1. Sarva Shiksha Abhiyan 28258 24380 22000
2. MGNREGA 33989 34699
3 Samekit Bal Sanrakshan Yojana
' (ICPS) 400 450 402.2
4, Integrated Child Development Scheme 18391 8449
5. Multi-sectoral Development Programme (MSDP) 769.72 1232
6. Mid Day Meal (MDM) 13215 6973 7811
7. Indira Awas Yojana 16000 10025
8. | AEnayaRganyamik Shiksha 5000 1560 2157
9. E\INaI-I\’IErI{% Rural Livelihood Mission 4000 2382.8
10. National Health Mission (NHM) 22731.0 18609.03 18875.3
11. Krishi Vikas Yojana (KVY) 8444 4500

Source : CBGA, Response to Union Budget
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As we can see in the above table there has been major cut in allocation to some of the important social sector
schemes by the union government. SSA, RSMA, ICDS, MDM, IAY, NRLM, NHM, RKVY have all seen

major decline in their allocation in 2015-16 compared to 2014-15.

State of Rajasthan Budget Analysis :

The slashes in these schemes by the union government are supposed to be compensated by the increase to the

state governments, as they are now supposed to get increased amount from the union government. But as we

saw above there is no real increase in total transfer from the union to the state government. In that case it is of

interest to see that how has the Rajasthan government treated the various Centrally Sponsored Schemes in
2015-16 budget.

Table 3 : The allocation by the state government to select schemes

Item 2014 -15 2014 -15 2015 -16
S.No. Schemes
(BE) (RE) (BE)
Total 4341.57 4191.55 4987.34
1 Sarva Shiksha Abhiyan
Centeral Share 2874.02 2858.91 1296.71
Total 4849.86 3313.57 4349.78
2 MGNREGA Centeral Share 4500.00 3000.00 4000.00
Samekit Bal Sansrakshan Total 36.10 50.5 60
3 .
Yojana (ICPS) Centeral Share 25 37 44.5
4 Multi-Sectroal Development Total 0.0003 7.604 10.2274
Programme (MSDP) Centeral Share 0.0001 5.728 7.7474
. Total 765.00 600.00 217.01
5 Mid Day Meal
Centeral Share 600.00 450.00 814.83
p Indira Avas Yojana Total 859.55 755.43 814.83
Centeral Share 644.66 549.25 583.48
; Rashtriya Madhyamik Shiksha Total 1155.54 551.57 1086.48
Abhiyan (RMSA) Centeral Share 685.07 301.18 814.86
s National Rural Livelihood Total 200.00 150.00 1290.60
Mission (NRLM) Centeral Share 150.00 112.50 97.20
Total - - 31.019
9 Natioanal Rural Livelihood Project
Centeral Share - - 23.39
. Total - - 50.00
10 Swachh Bharat Abhiyan
Centeral Share - - 10.00
Total 280.41 245.21 245.21
11 Rashtriya Gramin Payjal Yojana
Centeral Share 84.12 245.21 245.21
Total 500.00 711.10 629.87
12 Samanvit Jal Grahan Vikas Karyakraps
Centeral Share 450.00 639.08 314.93

Source: State Govt. Budget Books
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Aswe can see in the table above the Rajasthan government is able to maintain the increased allocation in some
of the important schemes like SSA, MGNREGA, ICPS and MSDP; the allocation to some other crucial
schemes like MDM, TAY, RSMA, NRLM, and drinking water schemes have declined compared in 2015-16
BE compare to 2014-15 BE or have increased marginally compared to 2014-15 RE. So considering the
changes in government's income and expenditure patterns and allocations to various sectors and major social
sector schemes, it seems, the overall impact of the changes in total transfer of the union government and
slashes in various centrally sponsored schemes in the name of 14th Finance Commission's recommendations
are not very positive. There is visible decline in allocation by the state government in some of the crucial
sectors like Welfare of SC, ST, OBCs and Minority, Nutrition, Agriculture and Allied Services and Rural
Development and schemes like MDM, IAY, RSMA, NRLM, and drinking water schemes.

Impacts of National Rural Livelihood Mission :

At present the RGAVP is implementing the following livelihood projects under flagship of Aajeevika
Mission.

RRLP (Rajasthan Rural Livelihood Project) — A World Bank funded Programme.

NRLM (National Rural Livelihood Mission)/

NRLP (National Rural Livelihood Project) — A Central Government funded Project.

MPoWeR (Mitigating Poverty in Western Rajasthan)-An IFAD(International Fund for

Agricultural Development)
Phasing

Asper 2011 census, there are 95 lakh rural households in the State. The BPL plus policy of the State and Gol
has increased the scope of target households for poverty alleviation projects in general and NRLM in
particular. Participatory Identification of Poor (PIP) is a way through which poor in the villages are being
identified. Going by above mentioned policy change, it is expected that about 70% of total rural households
will fall under BPL plus category i.e. close to 65 lakh household. A village/GP is said to be saturated if more
than 80% of rural poor are covered and hence RAJEEVIKA will be covering approximately 80% of total rural
poor which is close to 54 lakh household in phase.

Implementation Area :

NRLM/NRLP, RRLP and MPoWeR programmes are being implemented in the entire state in a phased

manner. The number of blocks covered presently under different programmes is as follows :
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Project No. Of Blocks Covered
RRLP 51
MPoWeR 6
NRLM/NRLP 238
Total 295

Coverage by Social Groups :

Under BPL+ policy of RGAVP, 352041 beneficiaries have been mobilized into Self Help Group under
RGAVP. Below chart shows that among SHG members being benefitted through Project activities, 42 %

belong to ST community, 18 % to SC community and 32 % to other backward communities and remaining

8% tounreserved.
Expenditure of NRLM in Rajasthan state:
18%
42%
ST " MINORITY OTHERS
Expenditure (Rs. in Crores)
Name Of The Expenditure Till Budget Expenses - % of Achievements
Project March 2005 2015-16 (s aongy | Cumulative Exp. (2015-16)
RRLP 163.37 176.00 12.21 42.62 23.9
NRLM 42.56 15.96 0.98 4.12 30.4
NRLP 9.61 40.40 3.7 7.45 18.4
MPoWer 66.08 39.05 2.03 7.03 18.0
Total 282.02 270.22 18.92 61.22 22.7
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Project Wise Progress on Key Indicators

| Lm
E m e S

SHGs Saving A/C RF release CIF release Credit Linkages

WRRLP mMPoWeR WNRLP WNRLM mNRLM-NI

Conclusion :

The inclusion of tribal people has been a priority of many development projects of the Government, external
agencies, and NGOs. In several World Bank assisted projects a Tribal Development Plan or Framework
(TDF) was prepared to ensure inclusion of tribal people. The TDFs analyzed the condition of tribal peoples in
the state in terms of health, education, employment and livelihoods, and other indicators of social and
economic development. They also looked into the legal and policy framework on tribal issues. Another hand
Institution Building as discussed above, several Bank projects have laid down norms for representation in
various bodies at the village level in accordance with the proportion of the population that is tribal. Another

norm is that if more than 30 percent of the population is tribal, the first SHG formed should be of tribal women
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Livelihoods Promotion. The livelihoods of tribal communities are primarily forest- or natural resource-
based. A majority of tribal communities depend on the collection of seasonal forest produce as their only
source of livelihood. At other times, they are wage-labourers as a significant proportion is landless. A critical
role for the project in the tribal areas is to ensure an environment that helps to develop a symbiotic
relationship between tribal people and the local natural resources. Therefore, an important task of the
resource team involved in the project is to work closely with tribal communities in the protection,
conservation, regeneration and sustainable development of their natural resources. This would greatly help
tribal people to improve their natural resource-based livelihoods. Beyond these it is necessary to use
innovative approaches to expand their other livelihood options beyond unskilled labour and express their

indigenous skills in different activities to reduce their poverty.
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Determinants of Exchange Rates in Economic Community of West African
States (ECOWAS)
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Abstract

The study investigated the determinants of foreign exchange in ECOWAS using the Panel OLS Fixed Effects
Model. The results suggest that the exchange rate in ECOWAS is positively and significantly influenced by
inflation, foreign direct investment, and trade openness. However exchange rates is negatively and
significantly influenced by balance of payments, remittances, and imports. From the policy perspective,
ECOWAS should endeavor to maintain the stability of exchange rates to enhance sustainable economic

growth in the region.

Keywords : Exchange rates, ECOWAS, Panel OLS
JEL:F310

Motivation of the study

The real exchange rate is an important player in the growth of the economy, hence an in-depth understanding
of the factors that the WAEMU sub bloc has a common customs union and currency (West African CFA
Franc) under central bank. The WAEMU includes Benin, Burkina Faso, Guinea Bissau, Cote d'Ivoire, Mali,
Niger, Senegal and Togo, mainly French speaking countries in ECOWAS WAMZ includes Gambia, Ghana,
Guinea, Nigeria, Sierra Leone and Liberia mainly English speaking countries in ECOWAS WAMZ sub bloc
is working towards the adoption of a common currency (ECO). This makes the two blocs distinct particularly

in the conduct of monetary policy (Lawan etal, 2015).

The exchange rate policy and the regulations governing the external financial management in WAEMU are
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**Professor, Economics, University of Botswana Gaborone, Botswana
***Professor, Economics, University of Botswana Gaborone, Botswana
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conducted with the fixed exchange rate regime with the CFA franc pegged to the EURO. However, the
exchange rates in WAMZ monetary union are determined by their respective central banks and follow various
exchange rate regimes. Exchange rate regime in Guinea is floating regime, the exchange rates are determined
by market forces of demand and supply in the banking system through daily auctions. The exchange rate
policy in Liberia has evolved over the years from a fixed regime to the floating rate regime. Nigeria has
evolved from the fixed exchange rate regime prior to 1986 to a floating exchange rate from 1986 onwards.
Ghana operate a flexible exchange rate regime with exchange rate determined by the interbank foreign
exchange market and bureau. Gambia use a freely floating exchange rate regime where the exchange rate is
determined in the foreign exchange market and the Central bank intervenes periodically by selling and buying
foreign exchange to reduce volatility. Sierra Leone operates a floating rate exchange rate system and its
exchange rate policy has gone over several adjustments as it was initially pegged to the British pound from
1964 to 1990 when it was liberated and foreign exchange bureau was allowed to operate. Cape Verde has a
conventional currency peg agreement which is decided by the Ministry of Finance, Central Bank of Portugal
and Cape Verde. Since 1998, Cape Verde currency was pegged to the Portuguese Escudo and later (1999) to
the Euro.

In most regional blocks around the world, foreign exchange plays a pivotal role in facilitating intra-regional
trade among member states and the rest of the world as found in the European Union. In order for member
countries to benefit from an economic integration, a single currency is very important as witnessed in the
European Union (Prague and Stancik, 2007). Micro-economic advantages include: the enhancement of
micro-economic efficiency, the elimination of transaction costs, exchange rate fluctuations, increased foreign
trade, effective capital allocation, increase in competitiveness, and price transparency. The macro-economic
advantages include: elimination of problems that can arise from foreign currency instability, and low
inflation, and having a single currency. Monetary integration involves the harmonization of policies among
different countries through a total or partial removal of tariff and non-tariff restrictions on trade, which was

existing among member countries before they integrated.

One the key objective of ECOWAS was to establish a single currency by 2015. It is important to note that this
objective has been high on the programs of ECOWAS members since inception in 1975. The primary criteria
required member states to first ensure that inflation target is single digit (less than 10%). Second, the gross
foreign currency reserve at any given time should be greater than or equal to three (3) months of imports. The
third was that the Central bank financing of the budget deficit for member nations should not be more than
10% of the previous year's tax revenue and the primary criteria that the ratio of the budget deficit to GDP
should be less than or equal to 5% of the GDP. The targets for secondary convergence criteria include: first,
domestic arrears in local currency should be zero percent (0%). Second, fiscal revenue /GDP ratio should not
be below 20%. The third is that the age bill to total revenue ratio is almost 30%. The fourth is that there are

should be stability in the real exchange rate and it should be positive at any given time. The failure to
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introduce a single currency was also blamed on the non- convertibility of currency in the region (Zagaris,
1978).

All ECOWAS currencies depreciated due to external factors (loss of competitiveness in the international
market, declining foreign exchange due to falling prices of raw materials) and internal factors (volatility in
the foreign exchange market, rising demand for foreign currencies due to insufficient supply). The
depreciation of the currencies in ECOWAS had implications on the economies of the sub region in terms of
gross reserves of member states, competitiveness of their economies, inflation, and external debt (ECOWAS,
2016). The gross foreign reserve of ECOWAS member states also declined (ECOWAS, 2016). Nigeria
recorded a 4.6% decline in foreign exchange reserves to US 26.99 from US 28 Billion. Sierra Leone recorded
a decline to US $ 503 million from US $ 580 in 2015, The Gambia US $ narrowed to 76 million to US $ 59
million, Liberia recorded an increase in foreign exchange reserves to US § 509 in 2015 to 536 million in 2016,
Ghana foreign reserves increased to US $ 4,400 million to US $ 4,900 million. Guinea also recorded in
foreign exchange. The WAEMU region gross foreign reserved also suffered a decline from US § 12, 422
million to US 10,444 million in 2016. Cape Verde recorded an increase external reserve. Foreign reserves act
as security butter for settlement of imports and foreign debt. The depreciation of ECOWAS currencies had an
impact on the competitiveness of the economies concerned and on those members of countries with strong
trade relations between them. The depreciation of currencies had an impact of inflationary upsurge in most of
the ECOWAS member states, owing to the large amount of imported goods for domestic consumptions and
the impact of certain goods and production. The countries with highest inflation rates were Nigeria, Sierra
Leone, Ghana and Liberia recording 18. 6%, 17. 4%, 15. 4% and 12, 5% as at December 2016. However,
WAEMU countries and in Cape Verde observed low inflation rates. External debt of ECOWAS members also
increased as a result of depreciation of the region's currencies. This is mainly because the ECOWAS member
states' foreign debt is denominated in foreign currency. The increase had an adverse effect of the Member state
budgets and other macroeconomic balances. In conclusion, a setback in foreign exchange has a negative
impact on individual member states (ECOWAS, 2016). Therefore, in order to manage foreign exchange
efficiently and avoid economic problems associated with currency depreciation, an understanding of the
determinants of foreign exchange is critical for effective monetary policy management, hence the main

motivation of'this paper.

Literature Review

The effectiveness of real exchange rates depends mainly upon the economic activities of each country. It
depends on the policies, development state and its position on the international market.

Furrukh and Adeel (2014) investigated the determinants of real exchange rate in Pakistan using Johansen co-
integration test and error correction model. The results suggested that real exchange rate is depreciated by

terms of trade and price level, while trade restrictions and workers' remittances exert negative effects or
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appreciate the real exchange rate in the long run.

Kia (2013), in a study of the determinants of real exchange rates in Canada, noted that in the long run the real
exchange rate is significantly influenced by real GDP, real government expenditure, budget deficit, domestic
and foreign debt, and commodity prices. However, in the short run the change in interest rate, the growth of
money supply, the commodity price and the US debt per GDP have a negative impact on the growth of the real

exchangerate.

Khalid (2018), used the autoregressive distributed lag model to investigate the determinants of exchange rate
in Sudan. The results suggested that the exchange rate is statistically influenced by real gross domestic
product, real money supply, inflation rate, and trade openness. Abdohet al. (2016), carried out a study to
determine which macroeconomic factors had a relationship with exchange rate fluctuations on selected
ASEAN countries. The study implored a multiple regression model analysis which indicated that interest rate
and inflation bear an insignificant relationship with exchange rates whereas export has shown a significant
relationship with exchange rates.

Chang Ming-Jen and Su Chen-Yi (2014) examined the linkages between exchange rates and macroeconomic
fundamentals. He further observed the long run relationship, short run dynamic correction also the direction
of the causality for several Pacific countries. The co integration and VECM tests were used to examine these
relationships and he found out that there is a significant relationship between exchange rates and fundamental

variables (openness, government expenditures, production and money supply).

Prague and Stancik (2007) used the threshold autoregressive conditional heteroscedasticity to model the
volatility of exchange rates and also to analyze the key factors contributing to euro-exchange rates in the new
EU members. The study revealed that economic openness has a calming effect on exchange rates, news factor
and exchange regime have a significant relationship with volatility and degrees of volatility respectively.
Lawanet al (2015) used panel co integration method to analyze data from the period of 1982-2008 in order to
examine the factors that influence currency convertibility in West Africa. The macroeconomic variables
included: net foreign assets, real interest rate, openness, real GDP, terms of trade and fiscal balance. The
results showed that all these variables had a significant influence of real exchange rate.

Chi-Wei Su (2012), conducted a research to provide evidence on the relationship between exchange rates and
macroeconomic variables in China. The relationship was examined using non-parametric rank test proposed
by Breitung and Threshold Error Correction Model (TECM) to detect variables that have nonlinear forms.
The results showed that exchange rate and macroeconomic variables have nonlinear relationship with each

other.
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METHODOLOGY

Estimation Procedure
Unit root tests using Levin, Lin & Chu as well as Im. Pesaran & Shin to test for the stationary of the series. In
addition, co integration tests were also done using Johansen Fisher Panel Co integration Test.

Model Specification
The estimation model was specified as follows:

FX =g+ B1CAB + f ;CPI + 8 3FDI + 8 4GDP + f sGFCF + f REMM + 8 ;BMNY + 8 sEXP +
IBQIMP+ﬁ]()]NT+IB11TRD +¢

Where ¢ = error term

i = coefficients to be estimated

Table 1: Variable Definitions

FX Foreign Exchange Rate, measured as local
currency units per US Dollar

CAB Current Account Balance
CPI Consumer Price Index/Inflation
FDI Foreign Direct Investment
GDP Real Gross Domestic Product
GFCF Gross fixed capital formation
REMM Received Personal Remittances
BMNY Broad Money/Money Supply
EXP Exports of goods and services
IMP Imports of goods and services
INT Lending interest rates
TRD Trade Openness

Data Sources

Panel data from the World Development Indicators was used for the period 2001 - 2015. Countries with

significant data gaps were exclude from the study. The countries included in the study were: Nigeria, Benin,
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Burkina Faso, The Gambia, Liberia, Senegal, Togo and Sierra Leone. The data was analyzed using e-views.

Empirical Results

Unit Root Test Results

The unit root test was performed using Levin, Lin and Chu as well as Im, Pesaran and Shin (See Table 2). The
results suggest that Current Account Balance (CAB), Consumer Price Index (CPI), Foreign Direct
Investment (FDI), Foreign Exchange Rate (FX), Gross Domestic Product (GDP), Gross Fixed Capital
Formation (GFCF), Imports of goods and services (IMP), Lending interest rate (INT), Personal remittances
(REMM), Trade (TRD) were stationary at levels I(0). However Broad money (BMNY) and Exports of goods

and services (EXP) were first difference stationary I (1).

Table 2 : Panel Unit Root Test Results

LEVIN, LIN AND CHU IM, PESARAN AND SHIN
Variable | LEVELS FIRST DIFFERENCE LEVELS FIRST DIFFERENCE
Stat Prob Stat Prob Stat Prob Stat Prob

BMNY | -0.51087 | 0.3047 -8.01690 | 0.0000*** | 2.04342 | 0.9795 -6.14253 | 0.0000%**
CAB -3.42078 | 0.0003*** | -7.34243 | 0.0000*** | -2.29478 | 0.0109** -5.82973 | 0.0000***
CPI -5.41854 | 0.0000%** 1 -10.5219 | 0.0000*** | -4.55122 | 0.0000*** | -8.89384 | 0.0000***
EXP -0.31265 | 0.3773 -2.93417 | 0.0017*** | 0.31518 | 0.6237 -3.33433 | 0.0004***
FDI -1.49374 | 0.0676* -2.92905 | 0.0017*** | -0.96528 | 0.1672 -4.49738 | 0.0000***
FX -1.61333 | 0.0533* -5.58042 | 0.0000*** | 0.17280 ] 0.5686 -3.23040 | 0.0006***
GDP -4.59841 | 0.0000%** | -7.68120 | 0.0000*** | -4.34438 | 0.0000%** | -7.77108 | 0.0000%**
GFCF -6.40479 | 0.0000*** | 1.64600 0.9501*** | -3.17382 | 0.0007*** | -4.52646 | 0.0000***
IMP -1.61639 | 0.0530* -3.87620 | 0.0001*** | -0.64554 ] 0.2593 -3.50614 | 0.0002%**
INT -4.61698 | 0.0000%** | -5.49811 | 0.0000*** | -0.91091 | 0.1812 -4.17010 | 0.0000%**
REMM | -1.51915 | 0.0644* -3.94152 | 0.0000*** | -1.16230 | 0.1226 -3.29237 | 0.0005%**
TRD -1.62827 | 0.0517* -2.97480 | 0.0015*** | -0.47874 | 0.3161 -3.38929 | 0.0004***

**% Significant at 1%, ** Significant at 5%, * Significant at 10%

Estimation Results

The study first tested for the best estimation technique of the Panel OLS Model (fixed effects or random
effects) and the results suggested that the Fixed Effects Model was the best specification.

Foreign exchange rate in the context of this study is defined as units of local currency per unit of foreign



18 Arthavati : An International Journal | Volume-5 | Issue-2 | July - Dec., 2018

currency. An increase in the exchange rate denotes a depreciation of the exchange rate, while a fall in the
exchange rate represents an appreciation of the exchange rate (Atta et al, 1996; Hyuha, 1997).Exchange rate
is negatively and significantly influenced by the current account balance, which is a proxy for balance of
payments. By implication, an increase in the balance of payments (surplus) leads to an appreciation of the
exchange rate. This position pertains because the increase in the current account balance will only be
obtainable if exports exceed imports, hence resulting in increased foreign exchange reserves, which lead to an
appreciation of the exchange rate (Trenqualye, 1992; Isard, 1980; Edwards, 1989).

Inflation has a positive and significant effect on the exchange rate, which is consistent with theory and
empirical literature (Khalid, 2018; Parveen et al, 2012; Kia, 2013).Inflation caused by a purely monetary
phenomenon of increase in money supply, will cause a depreciation of the exchange rates (Pinto, 1989;
Lizondo, 1987; Corden, 1986).

Foreign direct investment has a positive and significant effect on the exchange rate, which result was
expected. An increase in foreign direct investment leads to an increase in capital inflows to the recipient
country or region in the short run which lead to an appreciation of the exchange rates. However in the long run,
the repatriation of profits and/or repayment of foreign loans used to finance FDI results in foreign exchange
outflows which may have the effect of depreciating the exchange rates (IMF, 1977; Dornbusch, 1980).

Remittances have a negative and significant effect on the exchange rate, which result was expected. An
increase in remittances leads to an increase in foreign currency to the receiving economy which leads to an

appreciation of the exchange rate.

Imports have a negative and significant effect on the exchange rate which is consistent with theory (Parveen et
al,2012). Anincrease in imports implies increased outflow of foreign currency to pay for imports, which leads
to a depreciation of the exchange rate.

Trade was measured as exports plus imports as a percentage of GDP, which essentially captures openness of
the economy. The results suggest that trade openness has a positive and significant effect on the exchange rate,
which is consistent with empirical literature (Khalid, 2018). The more open the economy, the free flow of
foreign exchange which may lead to a depreciation of the exchange rate especially if foreign exchange

outflows exceed foreign exchange inflows.
Summary and Conclusions
The study investigated the determinants of foreign exchange in ECOWAS using the OLS Fixed Effects

Model. The results suggest that exchange rate are positively and significantly influenced by inflation, foreign

direct investment, and trade openness. However exchange rates are negatively and significantly influenced by
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balance of payments, remittances, and imports. From the policy perspective, ECOWAS should endeavor to

maintain the stability of exchange rates to enhance sustainable economic growth in the region.
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Consumer Buying Behavior towards E-commerce in India
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Abstract

E-commerce is a way of buying or selling online. According to Google there were 35 million online shoppers
in India in 2014 and is expected to cross 100 million online shoppers by end of year 2017. Consumer uses E-
commerce not only to buy product online but also to compare, product features, price and after sale service
facilities they will receive if they purchase the product online from any specific online website. Top online
shopping sites in India are - Flipkart, Amazon, Snapdeal, Jabong, Myntra, Paytm etc. The purpose of this
paper is to get better understanding of the consumer buying behavior towards E-commerce in India and key
factors affecting E-commerce, so that consumers can facilitate in purchasing via E-commerce. These papers
also focus on the growth of E-commerce in India. The great advantage of E-commerce is the ability to
comparison shop easily. Instead of running around to different traditional stores and trying to remember or
write down details such as prices and features, the shopper can simply open two or more browsers to easily
compare more than one item at a time. Additionally, there are many websites and online retailers which make
comparison shopping even easier. With rapid growth of the internet and globalization of market the retail
sector has become competitive and dynamic business environment. Online retailing attracts a large number of
customers as they are exposed to a great variety of products and services to choose from. It is beneficial from
business point of view as information technology and software systems produce better forecasts as well as
control inventory costs. E-commerce is becoming increasingly popular for a variety of reasons. There are
certainly outside factors such as increasing prices, difficulty getting to traditional stores and the hassles often
associated with shopping in malls and other traditional stores may contribute to the increased interest in E-
commerce. This research found that information, payment mode, delivery, product comparison is the factors

which attract the customers.

Introduction

“Consumer behavior...... is the study of the processes involved when individuals or groups select,
purchase, use or dispose of products, services, ideas or experiences to satisfy needs and desires.”

(Solomon, Bamossy et al. 2006, p6).
Consumer behavior is always of great interest to marketers. The knowledge of consumer behavior helps the

marketer or businessman to understand how consumers think, feel and select from alternatives like products,
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brands and the like and how the consumers are affected by their environment, the reference groups, family,
friends and salespersons and so on. A consumer's buying behavior is affected or influenced by cultural, social,
personal and psychological factors. Most of these factors are not controllable and beyond the hands of
marketers but they should be considered while trying to understand the complex behavior of the consumers.
Over the last ten years, the way of buying and selling of goods and services has been changed by the growth of

the Internet. It is transforming the shopping experience of Indian customers.

Online shopping or e-retailing is a form of E-commerce which allows consumers to directly buy goods or
services from a seller over the internet. Alternative names of Online Shopping are e-web-store, e-shop, e-
store, internet shop, web-shop, web-store, online sort, virtual store etc. Online shopping has become an
integral part of market. Online shopping refers to the shopping behavior of consumer in an online market or a
website used for online purchasing of goods and service purpose. Today many people are doing business
online which has made life easier. Online customers look for new products, attractiveness and price
compatibility. They use internet or online website for price comparisons, search information and customer
review about a product etc. that means they don't have limits to shop online. The online shopping depends on
many factors like convenience, payment mode, delivery, product comparison, variety of products etc. Online
shoppers or customers want to gain maximum information with minimum clicks and reach information

which suits their requirement such as best brands and best price and offers with best delivery options.

Objectives -

To understand the concept of e-commerce.
Tounderstand the growth of e-commerce in India.
Tounderstand the factors affecting the perception of Indian online buyers.

To understand the process of safe online shopping.

YV V VY V V

To draw the conclusions and suggestions will be put forth.

Growth of E-commerce in India

The Indian e-commerce market is expected to grow to US$ 200 billion by 2026 from US$ 38.5 billion as of

2017 because of increasing the use of smart phones, launch 4G networks.
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Rising internet penetration in India

Internet penetration in India was 4% in 2007 which has grown 34.08% in 2016, registering a direct increase of
89% in 2016 over 2007. The population of urban India is estimated 444 million which has 269 million (60%)

using the Internet. The population of rural India is estimated 906 million which has only 163 million (17%)

using the Internet.
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Top 10 Indian cities with online shoppers

E-Commerce retail business is growing very rapidly in India. The latest Internet technology made online
shopping very easy and convenient like never before. Within last few years many companies started online

shopping store or website and they established a good reputation in online shopping market. There are so

many big reputed shopping stores or websites that have created the trust in consumers in very short period.

Top 10 Indian cities with online shoppers
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Top e-commerce websites in India

Specific features of Online shopping: -

24 X 7 Service availability.

Easy Access with multiple devices.
Large product portfolio.

Single click to navigate multiple sites.
Comparison can be made in real time.
Flexible Payment methods.

Daily deals, coupon & discounts.

YV VvV ¥V Vv ¥V V VY V

Casual shopping.
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Products Purchased Online

25

Consumers have a much wider choice available on the online market or website. Products are available at

very low prices because of high competition among the sellers. Consumers can compare products, features,

prices and even look up reviews and specification before they select product. The most popular type of goods
and services purchased online in the India is Electronics (47%), Cloths (31%), Home & furnishing (8%),
Books (7%), Beauty & Personal care (3%) & Baby products (2%) etc.

Products Purchased Online

3% 295 2%

B Products

B Electronics

H Cloths

B Home & furnishing

B Books

W Beauty & Personal care
W Baby Products

W Others

Source - KPMG Report, E commerce Retail logistic India
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Factor Influencing Online Shopping Behavior
<> Demographics (Gender, Age)

63% male and 37% female has participated in EY survey and it shows that male users have more

contribution in online shopping compare to female users.

Gender Analysis

B Gender B Male " Female

Source - EY Survey

From the figure named as age wise analysis by EY survey, in this survey age group 21-30 with percentage
44% which is the highest percentage among other age distribution. In age distribution of 31-40 we have 40%
and 9% fall in41-54 age and rest 1% fall in more than 55 years old age group.

Age Analysis
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<> Payment Mode

As compare to the earlier days where we must make the payment in advance and wait for our order for weeks,
now we make the order first and when goods are delivered we make payment and it is most preferred mode
known as COD. Apart from these many other payment methods are also available like- M-wallet, Debit card,
Credit care, Net banking etc.

Preferred digital Payment method
in India (2015)

B CoD

m Debit Card
Credit Card

B Online Banking

= p-wallet

Source - KPMG Report, E-commerce Retail logistics India

< Delivery of the Product

The time of delivering a product by the online shopping sites is one of the most important factors that attract
consumers towards them. It is one of the key features that have enabled this site to build its market worldwide.
These sites give the customer a date on which their product is going to be delivered by the website. This kind
of service builds a customer oriented faith towards the site. It also shows proper organization and
management of these sites and builds a confidence among the customers. But in many cases due to lack of
resources in the stock or improper mishandling of product during transportation makes the product order

getting cancelled or the product does not reach the destination on time.

< Convenience

One of the most obvious benefits of online shopping is convenience. One of the most enjoyable conveniences
of online shopping which is enjoyed by many is the ability to shop for products or services at a time which is
convenient for the consumer because this service is available 24/7. Online retailers accept orders twenty-four
hours a day while consumers who wish to shop at traditional stores must be available to visit the store during

normal business hours and he must go physically to shop at traditional stores. This can be a major
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inconvenience especially for shoppers or customers who work long hours or shoppers who work odd hours.
Online shopping eliminates this concern because shoppers can simply access online stores from their
computer or mobile whenever they have free time available.

Another convenience of online shopping is the ability to order products from around the world so customer
can get variety of products. Shoppers are no longer limited to products offered by local retailers because the
clear majority of online retailers offer shipping to many different locations. This can make it easy for online

shoppers to acquire hard to find items or items which are aregional specialty of an area.

<> Easy Accessibility

The one of the major importance of online shopping is that due to its easy accessibility in nature. Many of the
consumers turn to online shopping only because it is very easy to use and one can make online purchase with
the click of the mouse and also can be used by mobile. Even though it is easy to use it also depends on the good
and fast internet connection as in the rural areas the online shopping is yet to tarnish as there is lack of either
power shortage or lack of connectivity. The items loaded on this factor are given below.

Itis a great advantage to be able to shop at any time of the day on the internet.

Shopping Online allow to have better item selection in shopping.

<> Comparison Shopping

Another great benefit of online shopping is the ability to comparison shop easily. Instead of running around to
several different traditional stores and trying to remember or write down details such as prices and features,
the shopper can simply open two or more browsers to easily compare more than one item. Additionally, there
are several websites and online retailers which make comparison shopping even easier. These websites may
even provide charts which compare features for similar products to enable the online shopper to make an

accurate comparison of two or more items before making a purchase.

Another advantage to comparison shopping online is it gives the consumer the ability to compare items
which may not be available in his location. This is important because some items may only be available in
certain parts of the country. This can make comparing items difficult for traditional shoppers. However,
online shoppers are easily able to make these comparisons and learn more about similar products which helps
them to make the best possible decision.
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1 Costand Time saving

A shopper saves time and money by shopping online. In the metros and even in the smaller towns which are
growing fast, the life of an average person has become very fast and they have no time for shopping. They
have very little time after their normal routine office schedule to go to the market and purchase even the daily

need items so online shopping is a facility for them they can shop easily.

Factors that make a customer to purchase product online

why customer purchase product online?
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The process of safe online shopping

Shopping online has become a part of our daily lives but some still worry that their credit or debit card details
will be given to the unknown person and he can misuse the details of card. Online shopping has many

advantages but there is some disadvantage also. There are some tips regarding privacy and safety.
Ensure the identity, location and contact details of the online retailer.

There are some online companies or website whose brand name is recognizable, such as Amazon, Flipkart.
Additionally, many stores now include an online retailing arm as part of their retail services and you already
know their reputations. It is important, however, to establish the identity of lesser-known online companies
who do not have instant recognition or external store status. In this case, it is important to look for the name,
company registration details for your country, contact details that include an e-mail, postal address and

telephone number and a clear indication of where the company's headquarters is based.
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<> Find out more about a company's reputation

After looking for these signs of identification, it is a good idea to ensure that the company has a good online
reputation. Do not assume that just because a store in the real world sells things one way that their online
service will be as good, it can be fraud. There might be a risk of lacking service back up or returns policies
etc. for online purchases that do not exist if you buy direct in the store. Reputation can be checked via
searches of the internet for comments or reviews from others on consumer review sites. Many reputable
online companies allow people to rate their service and products on the site itself, for example Amazon allow
people to give rating and comment for product they purchased. You can read these reviews or comments for
yourself to decide. Another way to determine an online company's reputation is to check for complaints
through a consumer affairs bureau, such as the Better Business Bureau. Such organizations can give you
more details about a company reputation, including any complaints. In addition, you can always phone or e-

mail a company the first time you purchase something and you can ask questions or query.

<> Find out about billing, guarantees and delivery before buy

Always look for the additional costs and payment details before sending credit card details. Look for:
Packaging costs - these should be evident up front
Delivery costs - these should be evident up front
Whether you will be billed before or after delivery of the products
Whether you can track the item from the moment of purchase to arrival at your door - this will help
alert you of any hiccups in the delivery
Whether the product comes with a guarantee or warranty for defects etc.
How you can return the product if it doesn't work or meet your expectations - look for information on
the site about cancellations, returns and refunds. Print off a copy for future reference.
Who will bear the cost of returning the item (postage, fees etc.)

Ifthere is a cooling off period for large price items

<> Read thessite's privacy policy

Reputable companies will be open about how they collect data from you and what they do with it. Many now
also belong to web-seal approval or trust mark programs that set out guidelines on the treatment of your
information. Look for a privacy policy and learn about whether the company uses your information beyond
the purchase transaction, for example, to email you with updates or deals etc. or if it passes on information to
third party merchants. This is how you can end up getting spam mail if you are not careful. At the end of the

day, you must make your own decision about how much information you are prepared to give.
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<> Only use secure websites while transferring funds via the site

Once you're happy with the company you are purchasing from, ensure that your credit card details are going
to be processed using a secure connection. The most common form of secure encryption is known as Secure
Sockets Layer or SSL for short. SSL encrypts data and breaks it up into small pieces so that the information
cannot be read by anyone wanting to intercept it. To check that your place of purchase is using SSL or secure

technology there are a few things to look out for in your Internet browser :

Depending on your browser settings you may receive a message stating that you are entering a secure
area. The secure area normally begins on the first page where you enter personal details.

Most often the address bar in your browser will change from starting with http to https. The "s"
indicates the sites is secure but note that often you won't see the "'s" until you are on the order page
itself.

You can also look out for a padlock symbol in your browser symbolizing the page is secure. The
padlock should be closed. If it is open, assume the site is not secure.

Anunbroken key may also be present on a secure website.

<> Take care when entering information

Be sure to enter the correct details when typing in your order. An incorrect address, number of items or wrong

item code can cause many difficulties. Always review the information before pressing send.

<> Use a credit card with online fraud protection

Just in case all else fails it pays to know the policy for online fraud protection offered by your credit card
company. Many credit card companies offer insurance protection against purchases made without your
consent and have special clauses to include online purchases.

> Install a Phishing Filter

There are various phishing filters, like Smart Screen Filter in Internet Explorer, which will help protect you

from phishing sites by warning you when it detects a distrustful website.

<> Record purchase details

After purchasing your item, always record the details of the time, date, receipt number, and order
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confirmation. If you cannot print one off, take screenshot as a form of proof of purchase.
<> Aware of email scams designed to part you from your credit card information

Email frauds that are designed to gather personal information such as passwords and credit card details are
known as phishing emails. The idea is that thousands or hundreds of thousands are sent out in the hope of
reeling in unsuspecting victims and getting them to part with confidential information. The emails appear to
be from well-known companies and can look quite convincing. However, legitimate companies, including all
banks, will never send you an email with a link requesting your login, password, or credit card details. If in
doubt, type the web address of the company it relates to directly into the browser rather than following the

email link.
Challenges & Opportunities of E-commerce in India

The E-Commerce industry in India is growing at a remarkable pace due to high penetration of internet and
sophisticated electronic devices. There are many big problems and challenged on the way of an online
merchant. Factors like safety and security of online money transaction being the biggest problem along with

other have curb the smooth expansion of the online industry in the country.

Though online shopping is a good place for bargain hunting and to get products at a very competitive price,
but still all Indian consumers are not acquainted with online shopping.The main reason for this is that Indian
consumers do not get any real value or incentive from this trend. Also, they are worry about fraud, delivery

and customer service which is not far from the truth.

India is a large and rapidly growing region with a rising middle class, accelerating internet access and a
staggering penetration of mobile phones. India is becoming increasingly attractive to businesses, especially
to ecommerce firms that thrive on global and scalable business models. There are three key challenges that e-

commerce firms are encountering in emerging Indian markets.

1. Indian customers return much of the merchandise they purchase online. Ecommerce in India has
many first-time buyers. This means that they have not yet made up their mind about what to expect from
ecommerce websites. Thus, buyers sometimes fall prey to hard sell. But by the time the product is delivered,
they demonstrate remorse and return the goods. Though consumer remorse is a global problem, it is even
more prevalent in a country like India, where much of the growth comes from new buyers. Returns are
expensive for ecommerce players, as reverse logistics presents unique challenges. This becomes even more

complex in cross-border ecommerce.
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2. Cash on delivery is the preferred payment mode. Low credit card penetration and low trust in online
transactions has led to cash on delivery being the preferred payment option in India. Unlike electronic

payments, manual cash collection is laborious, risky, and expensive.

3. Payment gateways have a high failure rate. As if the preference for cash on delivery was not bad
enough, Indian payment gateways have an unusually high failure rate by global standards. Ecommerce
companies using Indian payment gateways are losing out on business, as several customers do not reattempt

payment after a transaction fails.

Conclusion

E-commerce is changing the way of buying & selling of product & services in India. E-commerce is future of
shopping. The gap between manufacture and consumer has reduced due to E-commerce. Online shopping is
becoming more popular with the growth of using Internet. The role of government is to provide a legal
framework for e-commerce so that domestic & international trade can expand their horizons with basic right
such as privacy, prevention of fraud, consumer protection etc. are all taken care of. The expansion of e-
commerce or online shopping has been developed in rural as well as urban area in reign able cost for
consumption, because of that more people are getting linked with ecommerce & the ratio of that is getting

increase day by day.
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Urbanization and its Influence on Economic Growth in Rajasthan
*Dr. Neha Paliwal

Abstract

The economic growth of a country is determined by many factors and Urbanization is one of them. The
process of urbanization historically has been associated with economic development. Some economists have
seen it as a positive force in economic development, as economic activity shifts out of agriculture to more
remunerative activities. For some others, urbanization has been viewed in a somewhat less positive light since

rapid and unplanned urban growth threatens sustainable development.

It is important to analyze the pattern of urbanization and its effect on economic growth of a state so that better
policy measures could be suggested to increase the economic growth. This paper is an Endeavour to
illuminate on the pattern and other key indicators of urbanization in Rajasthan so that the influence of level of
urbanization on economic growth of the state can be ascertained. For the purpose of the study Economic
Growth Index and Urbanization Index was computed. Per capita net district domestic product is used to
construct Economic Growth Index. The Urbanization Index was constructed taking district wise data of some
indicators related to measurement of level of urbanization with the help of Principal Component Analysis.
The Spearman's rank correlation that urbanization and economic growth are significantly and positively
related in Rajasthan and regression analysis shows that with one percent increase in level of urbanisation

there will be an increase in the economic growth by 1.02 per cent.

Key words : Urbanisation, Economic Growth, Regional Disparity, Rajasthan

Introduction

The economic growth of an economy is determined by many economic, spatial, demographic, social and
political factors. As the time passes, out of these factors some become more crucial in determining the growth
depending on structural changes which a country has faced. Urbanisation is also one of them. Urbanization is
the process by which increasing number of people migrate from rural to urban areas. It predominantly results

in the physical growth of urban areas.

Kingsley Davis has explained urbanization as process (Davis, 1962) of switch from spread out pattern of
human settlements to one of concentration in urban centres. It is a finite process- a cycle through which a

nation pass as they evolve from agrarian to industrial society (Davis and Golden, 1954).

* Assistant Professor, Department of Economics, MLSU, Udaipur
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Globally, more people live in urban areas than in rural areas, with 54 per cent of the world's population
residing in urban areas in 2014. Continuing population growth and urbanization are projected to add 2.5
billion people to the world's urban population by 2050, with nearly 90 per cent of the increase concentrated in
Asiaand Africa. India is projected to add 404 million urban dwellers. (United Nations, 2014).

At the moment, India is among the countries of low level of urbanization. The proportion of population
residing in urban areas is just 31.20 percent in 2011. Globalisation, liberalization, privatization are
addressing negative process for urbanization in India. Over the years there has been continuous concentration
of population in class I towns instead of medium and small towns. India's urbanization is often termed as
over- urbanisation, pseudo- urbanization. The big cities attained inordinately large population size leading to
virtual collapse in the urban services and followed by basic problems in the field of housing, slum, water,
infrastructure, quality of life etc. Rajasthan have almost the same pattern of urbanisation. Whereas the size of

population of class one cities is increasing, it is decreasing for medium and small cities.

Theory explains that urbanisation and economic growth are positively related and some empirical validations
of'this fact are also available. According to the World Development Indicators, during 1980-2006 China and
India experienced a decline in rural population by 26 percentages and 8 percentages, with an increase in per
capita income by 88 percentages and 65 percentages respectively (World Bank, 2005). On the contrary Kenya
is experiencing urbanisation without growth (Fay and Charlotte, 2000). Some economist viewed
urbanization in a somewhat less positive light since rapid and unplanned urban growth threatens sustainable
development when the necessary infrastructure is not developed or when policies are not implemented to
ensure that the benefits of city life are equitably shared. Thus there is mixed view regarding the impact of
urbanisation on economic growth. How this phenomenon has actually affected the economic growth of a

region is the matter of concern for many economies today especially for developing ones.

In order to understand that whether urbanisation has positively affected the economic growth of an economy
or not, it is important to analyse the pattern of urbanisation and its relation with economic growth at regional
level so that better policy measures could be suggested to increase the economic growth with the help of
managed urbanisation. This paper is an endeavour to illuminate on the pattern and other key indicators of
urbanization in Rajasthan so that their influence on economic growth in the state can be ascertained.

This study aims to answer the following questions: (1) what is the pattern of urbanisation in Rajasthan? (2) Is
there a significant correlation in economic growth and level of urbanisation in Rajasthan? (3) If yes, How the

Change in level of urbanisation will influence the economic growth there?

The research paper is divided in six sections. First section gives an introduction of the theme. Section II
present an insight into the previous studies done on effect of urbanisation on economic growth. Section III

explains the methodology used for the analysis. Section IV provides an overview on urbanisation in
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Rajasthan State. In Section V results have been discussed. Section VI gives the conclusion of the study.

Review of Literature

Urbanization and economic development have long been regarded as inter-connected processes. Urban
economists sometimes determine the economic status of a nation by simply counting the number of large
cities it has. Indeed, longstanding theories of economic development, going back to Arthur Lewis and Simon
Kuznets, have viewed population urbanization as a core part of the process leading to economic growth and
distributional change (including poverty reduction) in poor countries (Lewis 1954; Kuznets 1955). By this
view, new economic opportunities in urban areas attract more rural workers who gain directly and rural areas
get positive feedback effect of it. During this process, as urban areas grow, so does the productivity of their
workers as aresult of denser and larger markets for goods and production factors (Fujita etal. 1999; Duranton
and Puga 2004). Urbanization or large cities have been thought to drive economic growth via advantages in
economies of scale in infrastructure (transport and telecommunications), capital, labor, and managerial
resources (e.g., Wheaton and Shishido 1981). More advanced economies can benefit from concentration
through knowledge spillovers and attracting Human Capital in large cities. Studies have revealed that the
simple correlation coefficient across countries between percentage of urban residents in a county and GDP
per capita is higher about 0.85 (Henderson, 2003), which appears that urbanization is an inevitable part of a

modern society.

Some others viewed negative or no effect of urbanisation on economic growth if necessary infrastructure is
not developed or when policies are not implemented to ensure that the benefits of city life are equitably
shared. Advocates of this view often point to negative externalities of geographically concentrated poverty
and irreversibilities due to various costs of migration, which can mean that migrants to urban areas cannot

easily return to their old standard of living in rural areas.

Bertenelli and Strobl (2003) using semi-parametric estimation techniques on a panel of 39 developing
countries during the period 1960-1990, revealed no systematic relationships between urbanization and
economic growth. It mainly showed the existence of a threshold value below which marginal increases in
urban concentration would deter and above which would promote growth. With complete data for the years
1985-2002, Abdel-Rahman et al. (2006) reported in his time series analyses that urbanization has no
straightforward link to economic development. Out of the 35 sample countries they studied, only two exhibit
statistically-significant positive relationships between urban population growth (independent variable) and
economic growth (dependent variable), whilst four display statistically-significant negative relationships.
The results further conclude that higher economic growth is associated with no change or a lower growth rate
of urban population. Ades and Glaeser (1995) report a cross-section regression of growth from 1970 to 1985
across 85 countries on a set of initial-year variables that includes the population share of the country's largest

city and the overall urbanization rate. Both urbanisation variables are found to have a statistically significant
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negative effect on growth.

Thus there is mixed view regarding the impact of urbanisation on economic growth.

Thus urbanisation could be an important driver of development and poverty reduction but rapid and
unplanned urban growth threatens sustainable development if the necessary infrastructure is not developed or
when policies are not implemented to ensure that the benefits of city life are equitably shared. So the effect of
urbanisation on economic growth is region specific and pattern of urbanisation also plays an importantrole.

To analyse the effect of urbanisation on economy growth of Rajasthan the present research is undertaken.

Data and Methodology

This study undertakes cross-sectional data of various districts of Rajasthan for the analysis of influence of
urbanisation on economic growth in Rajasthan collected from secondary sources for the year 2011, if not
available then latest available (2009 or 2010). Since data of Pratapgarh districts are not available for some
indicators it is not included in the study so far. The Per capita Net District Domestic Product is used as proxy
for economic growth and Economic Growth Index is computed with its help. For measuring Urbanisation
Index (UI) some indicators are used, i.e., proportion of urban population, electricity consumed length of
Roads (Road), Industrial area developed by RIICCO, No. Of Houses handed over. Data are collected from
Census of Rajasthan -2011 and Statistical Abstract of Rajasthan 2012.

To analyse the effect of urbanisation on economic growth following steps were taken:

1. Index Construction:

Firstly the Urbanisation Index and Economic growth index were constructed with the help of above explained
indicators. After collection of district wise data the index for each indicator and each district is computed

using the formula:

Actual — Minimum

Index = . —
Maximum — Minimum

To compute the Composite Index for a district, average of various indices is required. Since each indicator has
different importance in the particular index, Principal Component Analysis (PCA) is used to assign weights

accordingly.

2. Spearman's Rank Correlation Coefficient:

After constructing Composite Index the ranks are assigned to districts according to the value of Urbanisation

Index and Economic Growth Index. Now Spearman's Rank Correlation method was used to analyse the
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direction and degree of correlation between urbanisation and economic growth. The significance of

correlation coefficient is also tested at 5 per cent or 1 percent level of significance.
3. Regression Analysis:

After being assured of high correlation between urbanisation and economic growth the simple linear
regression technique is applied taking Economic growth Index (EGI) as dependent variable and Urbanisation
Index (UI) as independent variable. The regression equation used is as follows: ~ EGl=a+ B* Ul+,

The coefficient of regression is tested at 5 per cent level of significance. The assumption of Normality is also
tested with Jarque- Bera normality test.

Overview of Urbanisation in Rajasthan

The urban population has grown approximately eleven times over the period 1901-2011from 15.50 lakh in
1901 to 170.48 lakh in 2011 in Rajasthan. It took six decades to become urban population nearly double,
15.50 lakh in 1901 to 32.81 lakh in 1961, but after this, the pace of urbanization in the state too momentum in
absolute terms, And, it took two decades to reach next double urban population 100.67 lakh in 1991 from
45.441akhin 1971.

The percentage decadal growth of urban population is regularly declining since 1981. It was 58.69 per cent
during 1971-1981 but it was 29.02 percent during 2001-2011.

Table 1 : Trend and Level of Urbanisation in Rajasthan

Census Year No. of Cities Urban Decennial Absolute | Decennial Percent
and towns Population Growth of Urban Growth of Urban
Population Population

1901 135 1550656 - -

1911 138 1475829 -74827 -4.83

1921 147 1475335 -494 -0.03

1931 150 1729205 253870 17.21

1941 157 2117101 387896 22.43

1951 227 2955275 838174 39.59

1961 145 3281478 366203 11.04

1971 157 4543761 1262283 38.47

1981 201 7210508 2666747 58.69

1991 222 10067113 2856605 39.62

2001 222 13214375 3147262 31.26

2011* - 17048085 3833710 29.01

Source: STATE LEVL BACKGROUND PAPER ON RAJASTHAN, IDS, Jaipur
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*Additionally Included

The figure 1 shows the trend of proportion of urban population in India and Rajasthan since 1901 to 2011. It is
showing an upward trend in India and Rajasthan as well. The proportion of urban population was higher in
Rajasthan than India from 1901 to 1951 but after 1951 it was lower than the latter. One more thing is striking

the proportion of urban population in Rajasthan is growing at a slower pace than India.

Figurel: The trend of Proportion of Urban Population
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Figure 2 present the district wise urban-rural proportion of population in India. The urban population in
almost all districts is less than the rural population except Kota where the proportion of urban population is
53.46 percent. Only five districts — Kota, Jaipur, Ajmer, Bikaner and Jodhpur have the urban population
greater than 30 per cent and thirteen districts have urban population greater than 20 percent. This figure
reveals the fact that there is very low level of urbanisation in Rajasthan and there is high disparity regarding
the level of urbanisation in Rajasthan (Paliwal, 2015).

Figure 2: District wise Urban and Rural Population in Rajasthan (2011)

70
60
2
£ 50
8 a0
£ 30
=
-—20_
=
2 10
E O+
= — — — —
=3 s 55 sE €255 E55c 8255 E85FEE55E 5
EENI—E|:|_f‘:|ECNDDELELR:\BND.E_Ngjn_mﬂmn_mmn_iﬂgll
£ Sz Ez RS zgIimeoms =0 g ES 8 E S oo =] onm = FEE
S L oo g Fzxo ZU0og B 2@ ==T B a E o A o
E mELfm @ -t ¥gE £ E£58= = BRF 5
= £ m = o s & E ] = = — H 4L a
o e = 5 = - - “NE
= ch - o>
[} % A
M Urban Population 2011 M Rurzl Population 2011

Source: Census of Rajasthan, 2011



Arthavati : An International Journal | Volume-5 | Issue-2 | July - Dec., 2018 41

Figure 3 (a) and 3(b) presents the proportion of urban population in cities according to class. It could be
concluded that the concentration of urban population is increasing in high class cities and is decreasing in

lower classes in Rajasthan. More than 50 per cent urban population is residing in I class cities.

Figure 3(a):City Classwise Urban Population Figure3(b): City Classwise Urban Population
(1951) (2001)

Source :

STATE LEVL BACKGROUND PAPER ON RAJASTHAN, IDS, Jaipur

Note -
ClassI 1 lakhor more population Class IV 10,000-19,999 Population
ClassII  50,000-99,999 population ClassV  5,000-9,999 Population

ClassIII 20,000-49,999 population Class VI Lessthan 5,000 population

The above facts and figures reveal the fact that urban population is growing at slower pace in Rajasthan and

there is wide disparity regarding its proportion residing in districts as well as in classes of cities.

Results and Discussions

This section of the paper throws light on the results of the analysis. As explained in section III, the first step of
analysis was to construct the required indices for all the districts of Rajasthan. The table 2 represents the value
of Indices and ranks of the districts accordingly.
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Table 2: Economic Growth Index, Urbanisation Index and Ranks of Districts

Sr. No. District Economic Rank Urbanisation Rank
Growth Index | Accordingto | Index according to
EGI Ul
1 Ajmer .56 4 38 6
2 Alwar 54 5 .65 2
3 Banswara .01 30 23 15
4 Baran .39 10 .20 20
5 Barmer 13 24 26 11
6 Bharatpur 14 23 13 27
7 Bhilwara .70 2 40 4
8 Bikaner 37 13 35 9
9 Bundi .36 15 21 19
10 Chittaurgarh | .28 17 .36 8
11 Churu .00 32 .19 22
12 Dausa .07 28 .07 32
13 Dhaulpur .01 31 .09 31
14 Dungarpur .08 27 .19 23
15 Ganganagar 52 6 32 10
16 Hanumangarh| .33 16 22 17
17 Jaipur 1.00 1 .82 1
18 Jaisalmer .39 11 26 13
19 Jalor .10 26 21 18
20 Jhalawar 25 18 20 21
21 Jhunjhunu 13 25 A3 28
22 Jodhpur 41 9 .65 3
23 Karauli 20 21 12 29
24 Kota .58 3 37 7
25 Nagaur .06 29 17 25
26 Pali 36 14 .26 12
27 Rajsamand 46 7 25 14
28 S. Madhopur | .23 19 .09 30

Source: Computed
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#Details of PCA is given in Appendix

The higher the value of EGI high value will be of Per Capita NDDP and Economic growth as well as Higher
the value of Ul higher will be the level of urbanisation. The tablel reveals the fact that very few districts have
high index values between 0.5 to 0.70 (only four) and only two districts have very high index value (0.70 and
above). For Ul only three districts have values greater than 0.60. The Coefficient of Variation is very high for
economic growth and urbanisation which means there is high regional disparity regarding both phenomena

in Rajasthan in the year 2011.

The Radar Diagram (figure 4) shows the gap of districts from best performer district on EGI and UI. The
distance radar drawn for EGI and Ul is overlapping showing that both urbanisation and economic growth
have almost the same pattern in Rajasthan the districts having high economic growth have high level of

urbanisation and districts which are less urbanised have low value of per capita income.

Figure 4: Regional Disparity Regarding Urbanisation and Economic Growth in Rajasthan (2011)
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Source: Drawn on the basis of Table 2

To find out the degree and direction of correlation between economic growth and urbanisation in Rajasthan
the Spearman's Rank Correlation Coefficient is computed. The results, given in table 3, show that the value of
correlation coefficient is 0.714 for EGI and Ul, it is very high and positive and also significant at one percent
level of significance so it can be concluded that Economic growth and Urbanisation are high correlated and

increase in one will further increase the value of other in the economy of Rajasthan.
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Table 3: Correlation between Economic Growth and Urbanisation

Rank EGI Rank UI

Correlation 1.000 7147
Coefficient

Rank EGI
Sig. (2-tailed) . .000
N 32 32

Spearman's rho

Correlation 7147 1.000
Coeflicient

Rank Ul ‘ .
Sig. (2-tailed) .000
N 32 32

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

As the test of correlation gives positive result now the regression can be run easily to estimate
the change in Per Capita NDDP due to the one percent Change in Urbanisation Index in
Rajasthan. The Results of the Regression analysis are given in table 4.

Table 4: Results of Regression Analysis

Predictor R-Square Adj. R- Square | ... F-value

Urbanisation 0.583 0.569 1.016** 41.938%*

Index (UI) (0.000) (0.000)
Test of Normality

Jarque-Bera 1.355 (0.5076)

‘Dependent Variable: Economic Growth Index *Esignificant at I per cent level

*Significance value in Parentheses # Details are given in Appendix

The Jarque-Bera test is done to check the normality condition. Since the p-value is greater than 0.05 the
assumption of normality is accepted. So the regression results are reliable. The high value of R-square and
significant F-value also reveals the same fact. The regression results show that B coefficient of urbanisation
for economic growth is significantly positive and its value is equal to 1.016 it means if level of urbanisation is

increased with 1 point then economic growth will increase by 1.016 points.
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Conclusion:

The economic growth is positively influenced by level of urbanisation in a region; this fact is well proved by
the cross-sectional analysis of economy of Rajasthan for the year 2011. The analysis also reveals the fact that
there is wide regional disparity regarding urbanisation and so as for the economic growth among districts and
cities of Rajasthan. This disparity is bringing the concentration of resources in few districts and cities of
Rajasthan and as a result the inequality is increasing. This pattern of urbanisation in Rajasthan calls for
policies aimed at a more balanced distribution of urban growth and proper urban planning to promote the
investment in small and medium cities neglected so far for the balanced and sustainable growth of the

economy.
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Appendix

> Results of Principal Component Analysis

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 722
Approx. Chi-Square 136.305
Bartlett's Test of Sphericity df 15

Sig. .000
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Communalities
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Initial Extraction
urb_pop | 1.000 .386
Ele_con_| 1.000 919
Road_| 1.000 430
Ind_a_dev 1.000 933
House handed 1.000 .840
| WPR_U 1.000 924

Extraction Method: Principal Component Analysis.

Component | Initial Eigenvalues Extraction Sums of Squared
Loadings
Total % of Cumulative |Total % of Cumulative
Variance % Variance %
1 3.367 56.114 56.114 3.367 56.114 56.114
2 1.065 17.757 73.871 1.065 17.757 73.871
3 .968 16.128 89.999
4 457 7.611 97.610
5 .084 1.397 99.008
6 .060 .992 100.000
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Rotated Component Matrix?

Component

1 2
urb_pop | .621 -.028
Ele_con_lI .959 .010
Road_| 549 -.358
Ind_a_dev .966 .028
House handed .907 136
|_WPR_U .080 .958

Extraction Method: Principal Component Analysis.
Rotation Method: Varimax with Kaiser Normalization.

a. Rotation converged in 3 iterations.

Variables Entered/Removed®
> Results of Regression Analysis

Variables Entered/Removed?

Model | Variables Variables Method
Entered Removed
1 ulP . Enter

a. Dependent Variable: EGI
b. All requested variables entered.
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Model Summary

49

Model |R R Square |Adjusted R Std. Error of
Square the Estimate
1 .764° .583 .569 14847
a. Predictors: (Constant), Ul
ANOVA?®
Model Sum of df Mean F Sig.
Squares Square
Regression |.924 1 924 41.938 [.000°
1 Residual .661 30 .022
Total 1.586 31
a. Dependent Variable: EGI
b. Predictors: (Constant), Ul
Coefficients®
Model Unstandardized Standardized |t Sig.
Coefficients Coefficients
B Std. Error Beta
(Constant) .032 .050 .640 527
1 Ul_Fact_ana | 1.016 157 .764 6.476 .000

a. Dependent Variable: PC_NDDP_|
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» Normality Test-

3]

Series: Residuals
Sample 1 32
F Observations 32
. Mean 9.54e-17
' Median -0.000966
Maxi mm 0.262373
5 M i m -0.230833
Std. Dev. 0145914
L Skewness -0.133240
“ ] Kurtosis 2030234
1| Jargue-Bera 1.355851
Frobability 0507669
2}




Impact of Visual Merchandising on Impulse Buying Behaviour
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Abstract

The buying pattern of consumer is changing at a faster rate in the customer oriented market environment.
Consumer behaviour differs when it comes to the product, price, features, quality, packaging, buying
behaviour, status, generation, age of the customer etc. The study has been conducted in Indore city. The
scholars have made humble effort to investigate the nature of male and female impulsive buying behaviour
with regards to visual merchandising.

The outcomes of the study reflect that males and females are thinking alike and behave alike also. It has been
observed that females are much more attracted towards discount and promotional strategies in comparison
with male consumers. Promotional signage plays a vital role in boosting consumers' impulsive buying
behaviour. The promotional signage like price discount, rebate, clearance sign etc. attracts the consumers and
they fail to restrain themselves from purchasing products without analyzing their actual needs. Signages are
eye catching so that it should be placed in prime location of the store. Therefore, retailers must focus on

customize approach window display must be well decorated, and eye-catching.

Keywords : visual merchandising, impulse buying behaviour, window display, mannequin display, floor

merchandising.

Introduction

Visual Marketing: Visual marketing connect customers and marketing with photos, graphics, info graphics,
videos, logos, signs, and more. Visual marketing is all about creating an image of a product without

conveying a word.

Impulse Buying :

The term impulse purchase or impulse buying is simply mean buying those product or service which we
never planned to purchase before purchasing it i.e. unplanned purchasing. Those people who prefer these
types of purchasing are impulse purchaser or impulse buyers. Findings of the researcher shows that feelings
of a buying always play a very crucial role while purchasing as buyers attract towards those products which

has well crafted promotional message.

* Research Scholar, School of Economics, Devi Ahilya University, Indore, M.P.
**Professor, School of Economics, Devi Ahilya University, Indore, M.P,
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Impulse buying affects the mind set of consumer which is planned and included in his planned product model.
Impulse products are sometimes purchased just to satisfy the consumer's emotional side. Sometimes it may
also happen, items involve on impulse are unnecessary for the consumer's needs and lives. Though there are
many techniques are made just to prevent impulse buying such as setting budgets before shopping, go on that

section only where listed products are settled but then to impulse buying happen.

Factors That Influence Impulse Buying Behaviour

We can describe visual merchandising “everything the customer sees both exterior and interior that creates a
positive image of a business and result in attention, interest, desire and action on the part of the customer”.
There are four dimensions of the store atmosphere i.e. visual (sight), aural (sound), olfactory (smell) and
tactile (touch) which are significant in customers' choice of products. Bastowshoop et al., (1991), Visual
merchandising ranges from window displays including forum display and floor merchandising along with
promotion signage. This topic also becomes a major topic for retailers as they apply various elements of
visual merchandising in their practises. Their main techniques of product display are colours matching,
store's area full of lights, ratio of investment on environments is higher and other decorations are made by
professionals. The main purpose of this paper is to study the influence of impulse buying on window display,
on forum display, mannequin display, on floor merchandising and on shop brands name by the customers in
store and also reveals about the differentiation between the behaviour of male and female. This research
contributes to the understanding of retail search and choice behaviours as applied to personal care products.
The study is motivated by the following research questions: What is the extent of planned versus impulse
purchase decisions in branded, cosmetics and food products. How the thinking of male and female be
different during impulse buying and to what extent. On what types of situations male and female have same

thought process while impulse buying.

Review of literature

Theodoridis & Chatzipanagiotou (2009) studied about the store image attributes and customer satisfaction in
supermarkets in campo Grande-MS. Their dependent and independent variables were identify the variables
which make up the image attributes of supermarkets and group them into factors and assess the impact of
image attributes on consumer satisfaction. Sample size was 400 and applied exploratory analysis as a
statistical tool. The findings of the study were among five attributes i.e. personnel; product, price
environment and promotions first three had positive impact on consumer satisfaction while other two has no
impact.

Pereira, M., Azevedo, S., Bernardo, V., Moreira da silva, F., Miguel, R., Lucas, J. (2010) has studied the effect
of visual merchandising on fashion stores in shopping centres. Visual merchandising was his dependent

variable and shopping store window according to gender, factors valued by consumer on going into a store
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attributes that influence on purchase options according to gender were his independent variables. 334
respondents was his sample size and standard deviation was applied as a statistical tool. His findings were that
significant differences between women and men i.e. women had a greater impact on window display whereas

men place different values on the respective components.

Maymand and Ahmadinejad, (2011) has studied the role of store environmental stimulation and situational
factors in impulse purchasing. He has taken impulse purchasing as dependent variable and environment of
store, promotions, examination of goods, and availability of money as independent variables. His sample size
was 329 customers visiting shopping malls of Iran. He applied variance coefficient as statistical tool. His
findings were that environment of the store is significantly correlated, visual merchandising is related.

Ridmi et al. (2011) has studied the impact on patronage intentions in supermarkets of selected visual
merchandising techniques. His dependent variable is visual merchandising and independent is store layout,
colour, product display, music, lighting and cleanliness. He took sample of 384 customers visiting Sri Lanka's
malls. His statistical tool was regression. His findings were that there were no relationship between patronage
intentions and store layout. There is connectivity among colour and patronage intentions, patronage
intentions and product display, patronage intentions and music and cleanliness and patronage intentions.

Jain, V., Sharma, A., Narwal, P. (2012) has studied impact of visual merchandising on consumer behaviour
towards toward women's Apparel. His dependent variable is visual merchandising and independent variables
are neutral role in influencing the purchase and significant role in influencing the purchase. He took sample
size of 150 Indian women's who were visiting shopping malls. His findings were that there is a very strong
impact of visual merchandising on consumer purchasing power and impulsive buying behaviour.

Khandai, et al. (2012) has studied visual merchandising as an antecedent to impulse buying: An Indian
perspective. They took window display, form display, floor merchandising as independent variables. He has
taken sample comprising of both male and females of age 18-45 and applied Pearson correlation. His
conclusion is the strong correlation among window display, impulse buying and forum display. Low
correlation is found between impulse buying and floor merchandising.

Objectives of research

The following are the objectives of the study:

*To analyze difference in male and female impulsive buying behaviour with regards to visual merchandising.
Research Methodology

The study has been conducted in the city called Indore. Convenient sampling technique has been used and

selected 100 samples of different ages and different classes. Out of 100 respondents half of the respondents
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are males and rests are females. All these users have knowledge of the term visual marketing and impulse
buying behaviour.

The selected samples were given a set of questionnaire containing 50 statements related to selected variables.
They were asked to respond on the basis of Likert Scale — 5 points for Strongly Agree (SA), 4 points for Agree
(A), 3 for Neutral (N), 2 for Disagree (DA) and 1 for strongly Disagree (SD).

Econometrics Tools

To make a comparative analysis of female and male customer's impulse buying behaviour. The following
dummy variable regression model has been used.
Y =B,+B,D+U,

Where
Y,=denotes number of visits in the market
D,=1s dummy variable
D, =1, isdefined for customers' impulsive buying of male customers.
Di=0 for female customers' impulse buying
Thus,
Mean score of Female customers' regarding impulsive buying
YiZ|Yi/Di=0i|=8,

Mean score of Male customers' regarding impulsive buying

YiZ|Yi/Di=1i|=p,+B,

+ Means Mean score of male customers' impulse buying behaviour is higher than mean score of female
customers' impulse buying behaviour.

- Means mean score of female customers' impulse buying behaviour is higher than mean score of male
customers' impulse buying behaviour.

But the magnitude of the distribution

A

B,

t= B, /SE



Arthavati : An International Journal | Volume-5 | Issue-2 | July - Dec., 2018 55

If calculated value tis greater than the relevant table values than " is

B,
Statically significant and accordingly the difference in customers' impulse buying behaviour may be
considered as significant.
The paper is organized as follows - Section 1 deals with Introduction, Section 2 presents Review of
Literature, Section 3 discusses about adopted Research Methodology, Section 4 provides Empirics followed

by Conclusion & Policy Implications in Section 5.

Empirics:-

INFLUENCE OF WINDOW DISPLAY AND OFFERS

Statement
I always influence with window display. 2.86 - 0.30X,
(1.971)
I never stop myself when I see eye -catching window 2.90+0.38 X;
display. (1.9857)
I really influence with promotional offers and discount. 2.69 -0.33 X,
(1.9025)
I spend more on promotional offers and discount. 2.82-0.10 X
(0.4883)
Usually I influence with offers on branded product 2.53-0.11 X,
during impulse buying. (2.163)
After I make impulse buying I feel regret. 2.28+0.53 X
(.3760)
If regret, then I reduce my spending on impulse buying. 2.65+0.29X
(2.0746)
Before shopping I always decide not to buy any of the 2.73-0.05X,
things without planning but due to visual merchandising (0.2818)
I never stop myself.
Usually if [ talk about food then in my unplanned 2.75+0.20X1
purchase list junk food are more than healthy. (1.2855)
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I always influence with window display

As per the statement, there 1s a difference in opinion of male and female. Mean value of female is higher than
mean value of male and this value is found as significant. So that it can be concluded that their way of thinking

is different and females are much more influenced by window display.

I never stop myself when I see eye-catching window display.

As per the statement, there is a difference in opinion of male and female. Mean value of male is higher than
mean value of female and difference in their opinions has been found statistically significant. Thus it can be
concluded that their way of thinking is different and males never stop themselves when they see eye-catching

window display.

I really influence with promotional offers and discount

As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than
mean value of female but this value consider as significant. So that it can be concluded that their way of
thinking is different and males much more influenced with promotional offers and discount.

I spend more on promotional offers and discount.

As per the statement, there is no difference in opinion of male and female. Mean value of female is higher than
mean value of male but this value consider statistically insignificant. So that it can be concluded that their
way of thinking is alike

Usually I influence with offers on branded product during impulse buying.

As per the statement, there is difference in opinion of male and female. Mean value of female is higher than
mean value of male but this value considered as statistically significant. So that it can be concluded that their
way of thinking is not identical and females get more influenced with offers on branded product during
impulse buying.

After  make impulse buying I feel regret.

As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than

mean value of female but this value consider as insignificant. So that it can be concluded that their way of
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thinking is identical

Ifregret, then I reduce my spending on impulse buying

As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than
mean value of female but this value consider as insignificant. So that it can be concluded that their way of

thinking is identical and males try to reduce spending on impulse buying.

Before shopping I always decide not to buy any of the things without planning but due to visual
merchandising I never stop myself.

As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than
mean value of female but this value consider as insignificant. So that it can be concluded that their way of
thinking is identical and males decide before shopping that they try not to make impulse buying through

visual merchandising.

Usually if I talk about food then in my unplanned purchase list junk food are more than healthy.

As per the statement, there is no difference in opinion of male and female. Mean value of female is higher than
mean value of male but this value consider as insignificant. So that it can be concluded that their way of
thinking is identical and females usually while impulse buying in case of food junk foods are more preferable
than healthy food.

Influence of mannequin display

Statement
Mannequin displays are responsible for my impulse buying. 3 .0(61-(;560;(1
When I see mannequin display that catches my eye I tend to buy it. 2'9(%'(2););))(1
Generally impulse buying products include which is promoted by 2.86-0.10X1
celebrity. (0.488)
I usually buy fashionable products without planning. 2-6(5525111))(1
I enter to those stores only where mannequin displays are 2 94-0.18X1
captivating. (0.894)
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Mannequin displays are responsible for my impulse buying.

As per the statement, there is no difference in opinion of male and female. Mean value of female is higher
than mean value of male but this value statistically is insignificant. So that it can be concluded that their way

of thinking is alike.

When I see mannequin display that catches my eye I tend to buy it.

As per the statement, there is no difference in opinion of male and female. Mean value of female is higher
than mean value of male but this value consider as insignificant. So that it can be concluded that their way of
thinking is identical generally impulse buying products include which is promoted by celebrity.

As per the statement, there is no difference in opinion of male and female. Mean value of female is higher
than mean value of male but this value has been found insignificant. So that it can be concluded that there is

no difference in their opinion.

I usually buy fashionable products without planning

As per the statement, it has been observed that there is no difference in their opinion and both males and

females like to buy fashionable products without planning.
I enter to those stores only where mannequin displays are captivating
As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than

mean value of female but this value consider as insignificant. So that it can be concluded that their way of

thinking is identical and males enter to those stores where mannequin display are captivating.

Human behaviour
Statement
Usually 3 - 5 times I go for shopping. 2'69+?09373)§g§
I prefer to buy branded products. 2.49+?2'?’193§ %
I always carry my shopping list with me. 3.06 ‘(8%‘91% 1
Just buy it. 2.86 (-2.88056))(1
Buy now think about it later. 289(4607%)48(1
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Usually 3-5 times I go for shopping

As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than
mean value of female but this value consider as in both males and females go for shopping 3-5 times in a

month.

I prefer to buy branded products.

As per the statement, there is difference in opinion of male and female. Mean value of male is higher than

mean value of female and this value considered statistically significant. So that it can be concluded that their

way of thinking is not identical and branded products are more preferable impulsive product for males.

I always carry my shopping list with me.

As per the statement, there is no difference in opinion of male and female. Mean value of female is higher than

mean value of male but this value consider as insignificant. So that it can be concluded that their way of

thinking is identical and both females and males always carry shopping list with them.

Justbuy it.

As per the statement, there is difference in opinion of male and female. Mean value of female is higher than

mean value of male and this value considered significant. So that it can be concluded that their way of

thinking is not alike and it reflects tendency to just by it in females.

Buy now think about it later.

As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than

mean value of female but this value consider as insignificant. So that it can be concluded that their buying

behaviour is alike. Hardly they take stress..
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Reasons for shopping and impulse buying

Statement
2.90-0.86X1
I go for shopping just to change my mood. (1.317)
2.45+0.15X1
I go for shopping just to see what new trend is. (0.848)
2.24+0.31X1
I go for shopping just to purchase my useful products. (1.970)

I go for shopping just to change my mood

The opinion on above statement has been observed alike. Although female mean score is higher yet not

significantly different from male mean score. They just move market for changing their mood.

I go for shopping just to see what new trend is

As per the statement, there is no difference in opinion of male and female. Mean value of male is higher than
mean value of female but this value consider as insignificant. So that it may be said that both visit market to

see about new trends of products.

I go for shopping just to purchase my useful products

As per the statement, there is difference in opinion of male and female. Mean value of male is higher than
mean value of female and this value is statistically significant. So that it can be concluded that their way of

thinking is different and most of the males go for shopping to purchase useful products.

Conclusion and Policy Implications

Impulse buying is an unplanned decision to purchase any product or service. The Window display and
mannequin generate an idea in the consumers' mind about the products, the imagination triggers in their mind
and encourages them to purchase that product. When a consumer notices products in the display window a
curiosity generates in their mind and this enables them to restrain from entering the store and purchasing the

products. Promotional signage plays a vital role in boosting consumers' impulsive buying behavior. The
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promotional signage like price discount, rebate, clearance sign etc. attracts the consumers and they fail to
restrain themselves from purchasing products without analyzing their actual needs. Signages are eye
catching so that it should be placed in prime location of the store. Therefore, retailers must focus on

customize approach window display must be well decorated, and eye-catching.
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Abstract

This paper is an attempt to identify the problems of agri-concenrated economies. Agri-concenrated economies itself
requires structural changes including capital formation and market-driven enviornment whereon agri surplus could be
processed by manufacturing unit enhancing trade sector and would be exported; increasing involvement in trade will
make economy more diversified and prosper service sector too. In reality the things are going in opposite direction.
Without proper mechanization and advancement, youth employment directly shifted to service sector for providing the
cheap services to foreign countries and manufacturing growth remain same, even deteroite. Concrning the same, this
paper is articulated to know the consequences of improper diversification of economy. This paper found that reduction
in agri output is causing high malnutrition status in rural Haryana, while low productivity of industrial sector is
widening the urban income inequalities in Haryana. Besides it, Madhya Pradesh is severely malnutritious state and
income inequalities in rural areas were fostered five times more than in urban areas and there is huge gap between rural
and urban areas in terms of social sector development. Punjab is the only state, wherein malnutrition status is increasing
by around 60 per cent in rural areas and by 40 per cent in urban areas. As far as, Uttar Pradesh is concerned, this state has
totally shifted towards service sector and because of this, urban disparities are being grown by 20 per cent and rural

income inequalities are also growing; furthermore, malnutrition enlarged in urban UP area.

Keywords : Income Inequality; Malnutrition; Employment Share,Agri Spoilage;, Ricardian Theory,

Introduction

Cine-world not only reflects social issues but also inhibitedly showing economic problems like unemployment,
poverty, difference between rich and poor, technically income Professor, School of Dta science and Forecasting, D.A.
University, Indore and Consultant NITI Ayog inequality and many more. Recently a movie, by citing the name of
Indian state picturized the rage among youth due to traditional thinking; gender biasedness and lack of literacy level
among citizen. More specifically, unemployment causing problem of doping and addiction among youth which will hit
the societal balance. On the foundation of econometrics, each and every causual relationship has always been seen
with doubt that, which one is preceding and which variable is effect. At the end, conclusion always comesthat both are
interweaved to each other. Same universal phenomenon applies here, agri-concenrated economies itself requires
structural changes including capital formation and market-driven enviornment, whereon agri surplus could be
processed by manufacturing unit enhancing trade sector and would be exported; increasing involvement in trade will

make economy more diversified and prosper service sector too. In reality, the things are going in opposite direction in

*Prof., Central University of Rajasthan, Ajmer, Rajasthan
**Assistant. Prof., School of Economics, Devi Ahilya University, Indore, M.P.



Arthavati : An International Journal | Volume-5 | Issue-2 | July - Dec., 2018 63

Indian Economy. Without proper mechanization and advancement, the youth is forced to directly shifted to service
sector for employment for providing the cheap services to foreign countries. As a result, the manufacturing growth
remain same, even deteroite in some areas. Because of this, infrastructure and proper processing food unit could not be
established over the passage of time, therefore 30 to 40 per cent of food grain is being gotten spoiled and wasted every
year, especially in Madhya Pradesh and in Haryana. There is thus, a need for proper intervention by the
Government,so that this spoilage could be channelized through public distribution system to marginal people for their
betterment and social welfare. It is matter of ill fortune that, Madhya Pradesh on one side has been hooting its
agricultural growth, which was ranging between 1420% for last seven years. On the flip side, World Bank report
documented that Madhya Pradesh is severly caught under the attack of malnutrition. For answering this dilemma this

paper is articulated to know the social-economic status of agri-dominanted states in India.

It is prominently notable that conventional neoclassical theory has little to say about the directions of structural change
and its relation to growth, although dualistic models certainly do. So long as conventional neoclassical assumptions of
competitive markets and maintained equilibrium is in commodity and factor markets, and thus the real reallocation of
labor and capital among sectors has little effect on growth and accumulation. In this regards, Williamson and
Panchamukhi (1989)shows, however, that departures from the neoclassical assumptions during Britain's industrial
revolution may have had a substantial impact on the allocation of resources between industry and agriculture, on the

'patterns of development' and on the overall rate of accumulation and growth.

Moreover, Elshamy (2016) studies the economic structural change and economic growth in Egypt during the period
1983-2014. This paper found that there are economic structural changes during the period 1983-2014 as the relative
employment share of agricultural sector declined across the time. Concurrently, the relative employment share of
industry sector increased since 1990 and the relative employment share of the services sector increased since 2000.
Moreover, this research confirms that there is a strong relation between the employment and GDP growth rates. As the
labour productivity decomposition, the within effect was greater than the total reallocation effect. In this way, this paper
recommends that the dynamic reallocation effect has a big role in determining the total productivity growth. Therefore,

anew policy should be designed to favour the voluntary labour movement across sectors and areas in Egypt.

One of the most important issues in economic theory is why some developing countries were able to reduce the income
gap with respect to developed economies and others were not able to do it. Economic historians laments many
examples of countries that were able to catch up and reduce the income gap, such as the United States of America,
Germany and Japan during the nineteenth century and early-twentieth century (Gerschenkron, 1962) and, more
recently, the “Asian Tigers”, such as South Korea, Taiwan, Hong Kong and Singapore (Amsden, 1989). However,
more common are the cases of countries that have failed in reducing the income gap with respect to developed
countries. Thus, from a historical perspective, neither convergence nor divergence is the rule in economics. Though,

this issue has been addressed with many different approaches. On the one hand, neoclassical exogenous (Solow, 1956)
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and endogenous (Lucas, 1988; Romer, 1986; 1990) growth theories assert that the explanation for the differences
between countries' growth rates is related to the accumulation of production factors and their allocation, hence growth
is uniquely supply-determined (demand-constraints do not play any role). On the other hand, the Keynesian
perspective emphasizes the relevance of effective demand as a primary driver of accumulation, thus it claims that the

long-term growth rate is demand-driven (Dutt, 2006).

Connecting to the same, thirty years ago, the Simon Kuznets initiated a programme of historical and cross-sectional
studies of the main features of the structural transformation. Kuznets characterized the transformations Modern
Economic Growth, and searched for the stylized patterns of development'which would offer a yardstick against which
to gauge the performance of any developing country. In simplest form, the Kuznets research programme measures the

association between increases in per capita income and structural change.

Research Methodology

This study is diagonstic in nature and completely based on secondary data. The main objective of this study is to know
the socio-economic development of agri-dominant states with taking the purview that diversification of economy is
necessary condition for sustainable growth. Concerning same issue, major four agri-dominant and agri- dependent
states, which haverecorded higest agricultural production in India and also documented high growth in agricultural
sector, namely Haryana, Punjab, Madhya Pradesh and Uttar Pradesh have been chosen for assessing the socio
economic conditions in such States. Sources used for extracting the data are Planning Commission of India and RBI
Handbook of Indian Statistics. For measuring the malnutrition status parameter namely Children under 3 years who
are wasted is selected and taken from NFHS (National Family Health Survey 2005-06;2015-16). However, the
dataset of Madhya Pradesh and Uttar Pradesh represent solely that states only and doesnot include Chattisgarh and
Uttarakhand.

Findings and analysis

Economic Scenario

As aforedocumented that balance across the sectors is necessiated for sustainable economic growth. This sort of
maintained balance is not only required in terms of output (State Gross Domestic Product) but also in terms of

employment. Infact, prevailing Indian economic situation is somewhat adverse from theoritical condition, hereservice

sector is being superceded manufacturing sector in terms of employment, wherein employmnet directly shifted to
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service sector in large proportionand remained the manufacturing sector backside.Following graph 1 shows the

imbalances in employment share across sectors during 2004-05 to 2009-10.

Graphl: Employment Share across Sectors among Indian States

From the above graph, it can be clearly seen that share of employment in agricultural activity has declined in Haryana
by 10 per cent point and in Uttar Pradesh by 6 per cent point over a period, while increased in Madhya Pradesh by
barely 0.6 per cent point and in Punjab by around 11.4 per cent point. Except Haryana, in all three states manufacturing
activity has been reduced by around 3 per cent point. Whereas, in case of non-manufacturing sector agri-dominant
states made record of growth, Madhya Pradesh topped in making the record by taking increment of 9 per cent point
which is followed by Uttar Pradesh with accounting growth of 6 per cent point and Haryana accommodating 4 per cent
point increment. While in Punjab, this sector increased by less than one per cent. Haryana and Uttar Pradesh have
recorded growth in service sector while Madhya Pradesh and Punjab, the employment share in service sector

substantially reduced by around 9 per cent point.
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Graph 2: Sectorial SGDP in Agro dominated States:

It is clear from the graph that agriculture share in SGDP in all four selected states is being reduced. It reduced
substantially in Punjab i.e. by around 10 per cent point, secondly in Haryana accounting 6 per cent point, similarly in
Uttar Pradesh by 22 per cent. Least share reduction has seen in Madhya Pradesh accommodating only 6 per cent point.
Punjab again secured highest rank but this time in increasing the manufacturing sector. Also Madhya Pradesh sped up
its manufacturing activity by meagerly 1 per cent point during 2004-05 to 2011-12. Though it is low and worrisome, but
more critical situation has been seen in Haryana and Uttar Pradesh, where manufacturing output has declined by 2 per
cent point. Moreover, in construction activities Madhya Pradesh took highest growth among all the states of 2 per cent
point; secondly Uttar Pradesh begged 1 per cent point growth; and Punjab grew up by around 0.3 per cent while in
Haryana construction output reduced by 2 per cent point. By combining manufacturing and construction both in an
Industry sector, it has seen that though, Haryana experienced reduction in both the activities that is why overall
Industrial output reduced by 4 per cent point. However, Uttar Pradesh increased its construction activities but as a
whole, industry share reduced by one per cent whereas, Industrial sector rose up in Madhya Pradesh by 2 per cent point
and in Punjab by 5 per cent point. Coming to service sector, which is a much touted sector in Indian economy due to its

surprising growth. Banking and Insurance subsector of service sector is booming in Indian economy during these
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period. Punjab experienced tremendous growth in Banking and Insurance sector accounting 5 per cent point showing
more than double growth. Madhya Pradesh also experienced 4 per cent point growth in this sector, which is almost
double. Thirdly, in Haryana and Uttar Pradesh, these sectors have grown up by 2 per cent point. This is the case of
Banking and Insurance subsector only. The overall situation of service sector is somewhat different; the states which
experienced double growth in banking and insurance did not acquired highest position in service sector rank. Service
sector output went up 10 per cent point in Haryana; 7 per cent point in Uttar Pradesh; 5 per cent point in Punjab; and
only 2per cent point in Madhya Pradesh. Despite the fact that only service sector's output is positively grown up in all

agri-dominant states.

All in all, it can be inferred that in Punjab employment share increased only in agri sector whilst only agri-output is
reduced. Despite having reduction in employment share among manufacturing and service sector, both sectors' output
has grown up in case of Punjab implying low labor productivity in agri-sector and high productivity in manufacturing
and service sector due to capital formational and technological up gradation. This worrisome situation is facing by
Punjab in particular and India in general. Low labor productivity is being drawn attraction towards unskilled labor
mob; disguised unemployment; and particularly increasing soil infertility with the passage of time, because of GM
crops and extra pesticides usage. On the other side, increasing use of capital intensive technique is posing a question on
growing unemployment especially among youth. Due to this improper growth pattern, it has also seen that poverty and
income inequalities have been growing among the states.

For observing the poverty reduction pattern, HCR (Head Count Ratio) is plotted on graph with rural urban
categorization.

Graph3: Level of Poverty among Indian States
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It is clear from the graph that Punjab was below in poverty ratio at the onset and compressed around 60 per cent poverty
over the period and the number of reduction in rural areas is bigger than urban overall i.e. 65 per cent. Secondly,
Haryana reduced poverty over the period of time with accounting 53 per cent datum is same in rural and urban area as
well. Thirdly, Madhya Pradesh reduced overall 34 per cent poverty in which urban area did well than rural areas.
However, graph depicts that MP was severely poor and despite after getting reduction it is also most poor state. Lastly,
in Uttar Pradesh poverty shrunk by 28 per cent while in urban area it reduced by 23 per cent which is the least among all
selected states. In addition to it, graphical illustration also reflects the Indian situation. Punjab and Haryana states are
much better and below than Indian average but Uttar Pradesh and Madhya Pradesh both are critically under the attack of
poverty. Though, the poverty is reduced in all four states, but the reduction in poverty does not always mean that poor
people are reaching the richer class and still it is a question whether reducing poverty is bridging up the gap between rich

and poor or not.

Graph4: Income Inequality among Indian States

The above graph 4 illustrate that income inequality is mounting in rural area as well as urban area. Though the bar
representing rural areas are much lower than urban and total but except Haryana wherein rural inequalities reduced by
15 per cent, everywhere Gini coefficient values are growing implying increasing income inequalities. Apart from rural
inequities, in Punjab urban and total inequalities lowered down by 3 per cent and 1 per cent respectively, which is not

too big datum. As far as India is concerned, income inequalities rose by 5.5 per cent in rural, urban and total as well. In
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rural case, reduction experienced only by Haryana and Punjab is below than Indian average. All in all Punjab's income
inequalities lowered down comparatively. Whilst in Madhya Pradesh rural disparity fostered more rapidly than urban
and total and in Uttar Pradesh Urban and total disproportion level hiked speedily than in rural areas. Taking everything
into account, there are rural urban difference in terms of income inequality and its pace of widening. Though, it is the
point of worrisome situation that inequalities are growing, but one more indicator in ground of economics can verify
this situation by defining the degree of inequalities and gap i.e. Engle's Law. Engel's law is an observation in
economics stating that as income rises, the proportion of income spent on food falls, even if absolute expenditure on
food rises. In other words, the income elasticity of demand of food is between 0 and 1. The following graph depicts the

share of food expenditure in rural and urban areas.

Graph 5 : Food Expenditure among Indian States
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Graph 6 : Malnutrition Status among Indian States

The above graph illustrates the malnutrition status of agri dominant states. For measuring the malnutrition status
parameter namely Children under 3 years who are wasted is taken. By very first observation, it can evidently be seen
that Madhya Pradesh is highly malnutrition state despite the fact that, it has reduced the malnutrition extremely among
all four states. In case of Haryana magnitude of reduction in urban area is three times higher than rural areas; while in
Uttar Pradesh malnutrition reduced in rural areas but increased in urban areas. However, the Punjab is lower among the
all four states but the situation is critical because in Punjab malnutrition in rural areas hiked up by 6.1 per cent point and
in urban region soared up by 4.30 per cent point. As can be seen from graph 5, that rural urban food expenditure gap and
level of food expenditure in Punjab is minimal inferring that Punjab is high income state according to Engle's Law, but

the growing malnutrition level confirming the cause of increasing rural income inequalities.

Discussion

From our ongoing discussions, it can be asserted that Haryana state always perceived as an agricultural state, wherein
agriculture is highly mechanized and advanced since green revolution. It has thus been assumed that this state would be
performing high in manufacturing and services, due to its high agriculture growth. But, in reality, service sector

surpassed manufacturing. Even, it has-been seen that, increase in industrial employment share is higher than service
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sector in Haryana, but output level has reduced in manufacturing showing the low productivity of manufacturing
sector. One more fact is realized in this paper, that employment is properly shifted from agri to industry and service
sector, but agriculture output level has reduced rather than increasing. This reduction in agri output is causing high
malnutrition status in rural Haryana, while low productivity of industrial sector is widening the urban income
inequalities in Haryana. All in all, it can be concluded that, manufacturing sector affects urban areas, while agriculture

is closely associated with rural areas.

Moreover, in case of Madhya Pradesh the scenario is different, here employment share is not reduced in agri sector over
the period of time, though, it has increased gradually and employment share in manufacturing and service sector had
declined by big numbers, which was expected that it should be increased. Instead of'it, employment share has increased
in non-manufacturing activity by 9 per cent point. This is really a very different observation among all state. Moreover,
GDP output in real terms increased in each and every sector except agriculture, confirming the productivity issues in
agriculture sector. Despite declining employment share in other sector, augmentation in output level confirms the
adoption of capital intensive techniques in other sectors. Though the SGDP output is augmented but numbers in which
they increase are low, other than banking and insurance sector, therefore state did not able to accomplish the
achievements. Madhya Pradesh is severely malnutritious state with growing income inequalities in rural areas has led
huge gap between rural and urban areas in terms of social sector development. Likewise, Punjab that was highly
advanced state, especially in agriculture once upon in time. This study found that employment share is only increased
in agriculture whereas, reduced in other sectors, but in terms of output, only agriculture output has reduced over the
period of time and other sectors are growing, simply inferring the low productivity issues in Punjab's land and usage of
more capital intensive technique in other sectors. The issue is not only pertaining to the problem of agri output and
technique used. Punjab is the state wherein malnutrition status is increasing by around 6 per cent point in rural areas and

by 4 per cent point in urban areas.

Lastly, in Uttar Pradesh Economy, it has been observed that employment share declined in agri and manufacturing,
moreover output is also reduced in agri and manufacturing sector showing that Uttar Pradesh is totally shifted towards
service sector. Because of this trend, urban disparities are being grown by 20 per cent and rural income inequalities are

also growing. Malnutrition is though declined in rural areas but enlarged in urban area.

Taking all things into consideration, it can clearly be asserted that imbalance among the sectors leads regional

disparities and income inequalities between rural and urban area, which may lead the social disturbances.

Conclusion

To sum up, it can be concluded that the economies which were agri-concentrated, if these economies have been

following the equilibrium path of ricardian economy in which the agri-surplus is shifted towards industries and then
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service sector would flourish in order to meet up the requirement of these agri-industrialization process, so the growth
would be having trickledown effect and spillover effect across the sectors. Nonetheless, the miserable point is that, we
have to write, this prominent classical theory in past tense, if economy were following this case, which has not
happened. Because of improper diversification the agri-dominated states are facing the critical socio-economic
problems, which requires many more years for rectification. Hence, this paper hereby suggested that govt. should take
care of this issue of imbalance growth across different sector. Without managing proper balancing among different

sector; it would be difficult to achieve sustainable development.
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A study of relation between over buying from Malls and financial distress
*Ms. Pallavi Kiran Kulkarni
**Dr. Milind Barhate

Introduction

Marketing refers to activities undertaken by a company to promote the buying or selling of a product or service.
Marketing includes advertising, selling, and delivering products to consumers or other businesses. Service quality,
features & consumer satisfaction plays vital role in Marketing. Customer satisfaction leads to customer buying

behaviour & consumer buying behaviour further leads to buying pattern.

Indian Retail Industry has huge potential as India has the second largest population with prosperous middle class, rapid

urbanisation and solid growth of internet.

Technological impact of globalization in India :

Globalization has a significant impact on people, there is an access to television grew from 20% of the urban population
(1991) to 90% of the urban population (2009). Satellite television has a grown-up market in rural areas. We can see
Internet facility in urban area and extension of internet facilities even to rural areas.

Initially the retail industry in India was in the unorganised form, but post liberalization era and with the change of taste
and fondness of the consumers, the retail industry is getting more and more popular now a days and also getting

organised as well. Shopping malls can be seen in Tire [ & Tire Il cities.
Marketing Strategies

“Now a day's business is becoming tough. One needs to have a strong strategy, a vision where you want to go plus a
strong organization, persistence & patience in order to succeed”.The growing intensity of retail competition due to
emerging new trends, formats, technology plus shifts in consumer needs is forcing retailers to devote more attention to
long term strategic thinking. The retail strategy provides the direction to the retailers to deal effectively with

the customers & competition.
Origin of Research Problem

There was a debate on the emerging format of retailing i.e. organised retailing

First group { s favour of organised retailing

f s it is adversely affecting the buying pattern of
Other group IW the consumers which leads to financial

distress

.
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Due to difference in opinion it was worth to study the topic in-depth.
Issue of over buying has become a social issue resulted in financial distress

It's becoming an economic issue

Financial
Distress

Buying
more than Economic
the need problem
leads to

Directly

related
to future

Objectives of the Study:

Objective 1: To study the various marketing strategies adopted by Malls to attract consumers

Objective 2: To study the factors that leads to over buying

Research Methodology:

Selection of topic:

Looking to the structure of current scenario of shopping malls and impact of it on the consumers and their
buying patterns the topic appealed the researcher and the said topic was finalised followed by formation on
objectives and Hypothesis.

Sources used for Data collection:

Primary Data:

Primary data was collected through questionnaire: The questionnaires were aimed at getting the information

from the customers purchasing essential commodities and house hold items from wither formats. At the same
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time researcher has personally visited the Malls and the information solicited has been judiciously utilised to

support the interpretation of the questionnaire.

Secondary Data

The researcher reviewed the secondary data in the form of articles, advertisements from the newspapers;
pamphlets and leaflets inserted in the newspapers and websites of the organised retailers. In addition to the
secondary data the researcher personally visited the malls to get the insight of the subject. Through the
researcher's personal experience; observations during the mall visits, the researcher has acknowledged
various marketing strategies adopted by the malls and over buying. Researcher reviewed various Books,
Journals, reports, articles published in the newspapers, Internet, literature regarding international marketing,
role of Multinationals in India etc.

Sampling & Data analysis

*The consumers of shopping malls are the universe of the research

*sampling method used: Random sampling method

*sample size: 100

Objective 1: To study the various marketing strategies adopted by Malls to attract consumers

Various Marketing Strategies adopted by Malls:

Aggressive Marketing

It has been observed that all Malls are using the aggressive marketing strategy. Malls have been using
Newspapers, Banners, TV commercials, Pamphlets, Hoardings, Ratio jingles etc.

It has also been observed that local newspapers are flooded with advertisements mentioning various
schemes, offers. Well-designed attractive pamphlets are also distributed along with newspapers through
local distributers. Special supplements spanning a few pages of newspapers are published through a special
arrangement with the newspapers. Radio commercials and sponsoring particular programme on local FM

channels are the ways of marketing.
Differentiated pricing

Considering the consumer behaviour of the Indian customers, they are shopping mostly on weekends or the
evening hours of the week days, to spread the peak hour/day rush to off peak/day small malls use the differed
pricing strategy. Price of commodities are lower in off peak hours and days than pick hours and days. Fore.g.:
Big Bazar: has adopted the same strategy by keeping Wednesday as a lowest price day with the punch line “
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Hafte ka Sabse Sasta din”.
Finance facilities

Malls are making tie ups with various financial institutions for e.g.: Bajaj Fin serve, HDFC etc. thus finance
facilities are made available for customers to purchase high values consumer durables like TV, Washing

machine, microware or items like furniture.
Long operation hours

We can see that Malls are open 365 days and almost 12 hours a day for convenience of the customers.

Mall :  Timings

Big Bazar : 10amto 10 pm
Pantaloons : 10:00amto 10:00pm
Trained technical staff

Malls management emphasising on recruiting technically sound staff or in case of fresher's technical training

is provided. These trained employees assist and guide the customers in case of purchase.
Selling on Less MRP

Maximum malls charge the price less than maximum retail price printed on the pack.Big Bazar offers product

on discounted prices under various schemes or in case of festivals & weekends.
Festival discounts and special offers

India being a democratic country having various religions, caste and creed, there are various occasions and
festivals for celebrations. Also, it's a human tendency that we like to get something free of cost or with some

discount.

Taking advantage of the human nature Malls prepare their yearly marketing calendar to take the maximum
benefit of the opportunities available attached with the festivals and different occasions for eg: Festivals like

Republic day Holi, Diwali, Raksha Bandhan, Independence day, Ganesh festival, X'mas etc.
Bulk purchase and additional discounts

One of the important strategies of Malls are to make their customers buy more than their need. “Buy two get

one free” or “Buy one get one free”, strategy is further stretched where discounted prices are available on bulk



Arthavati : An International Journal | Volume-5 | Issue-2 | July - Dec., 2018 77

purchase.
Exchange offers

Usually people buy some product use them and at the end of the life of the product or good throws them away
or if possible, sale them away. For eg: Newspapers, Books, Cloths, consumer durables like furniture, TV,
Fridge come under the category that bought and sold as scrap. Due to the fast-changing technology there is
one class who buys the product use it for short duration say some months or years and replace it with new one

having advance technology and latest features.
Taking all the above facts into consideration Malls come up with the lucrative “Exchange offer “schemes.
Free Home delivery

Malls provide the free home delivery service. The free home delivery service is given on certain conditions

like the purchases should be more than stipulated amount / or limited to certain distance.

Big Bazar: Home delivery facility is available on purchase on and above Rs. 2500/- & distance not more
than 5 km's

Loyalty schemes

Various efforts are taken by organised retailers to retain their customers by offering additional benefits than
the normal customer. The additional benefits are in the form of loyalty bonus, additional discount cards, club

memberships, etc.
Big Bazar: Free talk time on specific amount of purchase on T24 mobile SIM card
Community Services

Some Malls are providing space in their retail outlet for commodity activities. In this activity separate notice
boards are made available for the customers to post information/queries related to buy or sell of consumer

durable items, automobiles etc.
Customer Help Desk
Customer Help desk is available in Malls to serve/help customers.

The researcher through the in-depth study of the organised retailers in the study area observed that Malls in

the study area adopt one or more of the above marketing strategies to attract consumers.
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Objective 2: To study the factors that leads to over buying

After in depth study it has been observed that following factors leads to over buying

There are various reasons for temptation of over buying like variety of products available on display so
automatically consumers get attracted, product available in less than maximum retail price, various schemes
offered, products are easily available on discounts with easy finance facility so if a person don't have enough
money to purchase, he opts finance option Malls are successful in attracting consumers by adopting various
marketing strategies .It has been observed that a person is happy or in stress prefers to do shopping because
shopping makes them feel relaxed but it comes with a cost as knowing or unknowingly it leads to over
shopping.

Sometimes people make a purchase to impress/attract someone or to have something bigger and better than
others. To look like an expert; to meet a standard of social status, often exceeding what's realistically

affordable to make it at least seem like you operate at a higher level.
Sometimes people purchase due to peer pressure because their friends want you to.

Addiction, this is outside the range of the normal human operating system, but it certainly exists and accounts

for over buying

Objective 3: To study how financial distress is a social issue

Now a day's people are more inclined towards maintaining their social, financial and emotional status for that
they don't feel spending their hard earn money which ultimately leads to over buying and ultimately leads to
financial distress.Economic hardship and financial distress can have shocking effects on families.

Common responses to such devastation include:
anxiety
depression
post-traumatic stress
severe grief
alcohol or drug abuse
overwhelming levels of stress
feelings of detachment
feeling surreal
and other physical and mental symptoms of stress and depression

Above are some of the factors which directly or indirectly responsible for financial distress and the reason

becoming a serious social issue as, depressed, anxious, alcoholic people can't make strong positive impact on
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society.

So, we can say that over buying is a social issue
Hypothesis

H,: “Malls always motivates consumers to buy more than the need

Revenues for any outlet/shop increases if the management is successful and effective in making the customer
buy more than their need or than their intended purchase. This has multiple benefits of increasing the volume
of sales, eliminating competitor's business, increasing bargaining power during purchasing from

manufacturers.

Adopting the various marketing strategies malls tempt customers to buy more than their need.
The researcher to gain an insight related to Malls success in motivating the customers to buy more than their

need tested the hypothesis:

The above table and graph revels that 67% respondents are of the opinion that various schemes offered by the
malls make them buy more than their need and 33% respondents are of the opinion that various schemes
offered by malls does not attract them to buy them more than their need.

So, we can say that Malls always motivates consumers to buy more than the need.
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Conclusions and findings:

*Through the in-depth study it has been observed that organized retailers adopt one or more marketing
strategies to attract their consumers

*The above facts and discussion also confirm that marketing strategies of malls have considerable impact on
the customers

* Over buying leads to financial distress and becoming a serious social issue which needs to be addressed

Solution to avoid financial distress

. Self-realisation that it's not going to affect my financial status at all

. Focus on priorities

. Focus on savings & future

. Government can play a vital role by social awareness campaign educating people
. Department of Consumer Affairs to take a lead through championing like “ Jago

Grahak Jajo” or similar one highlighting,
. “One of the major effects is that people tend to spend more than their pocket

leaving them with major debts and no savings”
What Does “Jago Grahao Jago” Does

The department of consumer affairs runs a “jago grahak jago” multimedia campaign to create awareness
amongst consumers about their rights, redressal mechanisms available to them as well as their duties. “Jago

grahak jago” campaign stated in the year 2005
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