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Introduction: 

An individual’s personality is influenced by 

his dress because of its colour, style and 

design in a particular situation or an 

occasion (Imtiaz et.al.2011). Consumer 

behaviour in apparel market can be 

described with two dimensions viz. fashion 

and clothing. Fashion and dress preference 

explains an individual’s personality that 

expresses his/her identity (Chamilet.al. 

2011). In India, urbanization catalyzes the 

change in the attitude of consumers and they 

prefer to spend money for purchasing 

fashionable garments to look trendy 

(Paniet.al., 2011). With the growth of 

globalization, changes in cultural values, 

consumer preference and their purchase 

intention towards fashionable products has 

become an important issue for marketing of 

apparels (Rajagopal, 2010).  Marketers uses 

the recent trends in fashion to formulate and 

implement their sales strategy (Pani et. 

al.,2011).At present Indian market, retailing 

of fashionable apparels has become one of 

the largest segments in organized retail 

sector (Vyas, 2007, Paniet. al., 2011) 

Literature Review: 

Consumers’ Preference for Trendy 

Apparels: 

Consumers’ preference for a particular 

product or brand is mostly influenced by the 

social trend which always changes over time 

(Yau,1994).Consumers may put much 

importance on the product’s features that 

help them to express their personality or to 

meet up their psychological needs (Kim, 

Forsythe, Gu & Moon, 2002). 

Psychographics and lifestyle of Indian 

consumers which is changing continually 

with time has a great impact on consumer 

perception and behaviour regarding their 

purchase intention (Krishnan, 2011). 

Fashion is a phenomenon that changes with 

the change of culture in a society.  People 

become crazy for consuming fashionable 

clothing to establish their identity 

(Crane,2000). Vidyarthi and Das (2011), in 

their study, have mentioned that the Indian 

youth has become fashion conscious and 

chose their apparel to create an impression 

as being trendy.  

 

Consumers’ Preference for a Brand as a 

Trend Setter: 

 

According to Morton (2002), the younger 

generation is very much conscious about 

fashionable branded items though they are 

very much fickle as far as brand loyalty is 

concerned. Brand creates an image which 

establishes an identity, a value and a 

meaning of a product (Jevons et.al. 2005). 

Now a days, consumers in India go for 

branded product for attaining the benefits 

viz. status symbol, quality, availability, 

warranty etc. (Lamba, 2013).  In a study, 

Krishnan (2011) has found that in present 

market scenario, an individual selects his 

brand considering how its image goes with 

his lifestyle and identity. In their study, Gaur 

and Ghalawat (2012), have concluded that 

the brand dealing in apparel market should 

focus on trend and lifestyle of 

consumers(Gaur and Ghalawat,2012). 

 

Objectives of the Study: 

 To determine how consumers 

perceive the brand, XYZ Lifestyle as 

a Trend Setter. 

 To understand how long the brand 

perception of consumers as Trend 

Setter sustains in their mind. 

 To understand the consumers’ 

purchase intention for the brand as  a 

Trend Setter. 
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Research Methodology: 

Research methodology provides a guide line 

regarding how to conduct a research. It 

constitutes the blue print for the collection, 

measurement and analysis of data.  

Data Collection: 

 

Primary data have been collected by 

conducting questionnaire survey with a 

sample of Seventy consumers to understand 

their favorableness towards the XYZ 

Lifestyle (the real name of the company is 

concealed due to some confidential reasons), 

as a trend setter in apparel market in West 

Bengal. The questionnaire has been 

designed by incorporating Likert Scale 

measuring the agreeableness of respondents 

with the view that the XYZ Lifestyle is a 

trend setter.  

 

Data Analysis: 

 

As per the objectives of the study,  tests of 

association has been conducted between two 

attributes viz. 1) favorableness towards 

brand, XYZ Lifestyle and agreeableness 

towards trend setting features of the brand, 

2) Last time visit at XYZ store and 

perception towards brand as Trend Setter 

and  3) Willingness to visit XYZ store and 

perception towards brand as Trend Setter. 

The association between two attributes has 

been measured based on Chi- square test. 

The degree of association has been 

determined by calculating the value of 

contingency coefficient. 

 

Results: 

 

In the first phase of the study the association 

between the favourableness towards the 

brand, XYZ Lifestyle and the consumers’  

perception, ‘Brand as trend Setter’ has been 

measured. The data related to favorableness 

of consumers towards the brand, XYZ 

lifestyle has been obtained on the basis of  

three point scale. There are three options in 

the scale viz. Strong, moderate and weak in 

order to express their favorableness towards 

XYZ lifestyle. On the other hand, the data 

related to ‘brand as trend setter’ have also 

been obtained on the basis of three point 

scale. In the scale there are three options e.g. 

completely agree, agree and disagree. These 

three options measure the agreeableness of 

respondents towards the view that the brand, 

XYZ Lifestyle is a trend setter. The Table – 

I shows that the significant association is 

there between Brand Favorableness and 

Trend Setter as the P value is less than 0.05 
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Table – I :Chi-Square Tests 

 

  Value Df 
Asymp. Sig. (2-

sided) 

Pearson Chi-Square 40.812
a
 4 0 

Likelihood Ratio 38.701 4 0 

Linear-by-Linear 

Association 
17.48 1 0 

N of Valid Cases 70     

    Table – II shows high value of contingency coefficient and Spearman correlation coefficient which 

indicates the high association between above-mentioned two attributes 

                           Table – II: Symmetric Measures 

 

  Value 
Asymp. Std. 

Error
a
 

Approx. T
b
 Approx. Sig. 

Nominal by 

Nominal 

Contingency 

Coefficient 
0.607     0 

Ordinal by 

Ordinal 

Spearman 

Correlation 
0.455 0.113 4.213 0 

N of Valid Cases 70       
 

  Table – III shows the chance of association 

between two attributes viz. brand 

favorableness and trend setter. There is 

highest chance that the strong brand 

favorableness is associated with high 

agreeableness with brand as a trend setter. 

Similarly, the highest chance is there 

between weak brand favorableness and 

disagreement with brand as a trend setter. It 

can be interpreted that the consumers having 

strong favorableness for the brand will 

consider it as trend setter.  
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Table – III: Chance of Association between Brand Favorableness and Trend Setter 

 

  

Brand Favourableness 

Total 
Strong Moderate Weak 

Brand as Trend 

setters 

completely agree 48.00% 39.30% 17.60% 37.10% 

agree 52.00% 57.10% 11.80% 44.30% 

disagree   3.60% 70.60% 18.60% 

Total 100.00% 100.00% 100.00% 100.00% 
 

 

In the second phase of research, a study has 

been conducted on the sustainability of 

consumers’ perception i.e. ‘brand as trend 

setter’.  In this study, Consumers’ time 

frame of visiting the store of XYZ Lifestyle 

has been taken into account as one of the 

attributes. On the other hand ‘brand as a 

trend setter’ has been considered as another 

attribute. Consumers’ time frame of visiting 

store can be explained by considering the 

last time when a consumer has visited in the 

store viz. one month back, two months back, 

one year back, etc. The second attribute, 

‘Brand as a Trend Setter’ has been measured 

on the basis of agreeableness of consumer. 

The Table – IV shows significant 

association between these two attributes. 

 

 

 

 

 

 

 

 

 

The Table – V shows the high value of 

contingency coefficient which indicate that 

the high degree of association is there 

between the above mentioned attributes, the 

value of Spearman correlation coefficient 

shows that there is negative correlation 

between two attributes. Therefore, it can be 

interpreted that with change of time the 

perception of consumer towards brand as 

trend setter has been faded away. 

 

 

 

 

 

 

Table – IV: Chi-Square Tests 

 

 Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 20.409
a
 10 .026 

Likelihood Ratio 22.730 10 .012 

Linear-by-Linear Association 5.893 1 .015 

N of Valid Cases 70   
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Table – V: Symmetric Measures 

 

 

 

 

 

 

 

 

 

Table – VI shows that the consumers who 

have visited the store one month ago will 

have highest chance to agree with the 

perception, ‘Brand as trend setter’.  

Gradually, as the gap of visiting the store is 

increasing the chance of agreeing with the 

perception, ‘brand as trend setter’ is 

decreasing and the chance of disagreeing 

with the said perception is increasing. At the 

end it shows that the consumers who have 

visited the store one year back will have 

highest chance to disagree with the 

perception, ‘brand as trend setter’ 

 

Table – VI: Chance of Association between Consumers’ Time Frame of Visiting XYZ 

Lifestyle store and Brand as trend setters 

 

  

Consumers’ Time Frame of Visiting  XYZ Lifestyle store 

Total 
above 

12 

months 

9-12 

months 

6-8 

months 

3-5 

months 

2 

months 

1 

month 

Brand 

as 

trend 

setters 

completely 

agree 
40.00% 14.30% 44.40% 41.20% 35.70% 38.90% 37.10% 

agree   28.60% 33.30% 41.20% 57.10% 61.10% 44.30% 

disagree 60.00% 57.10% 22.20% 17.60% 7.10%   18.60% 

Total 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 100.00% 

 

From the above analysis it can be interpreted 

that the sustainability of the perception of 

consumers towards the brand as trend setter 

will be varying with time. The chance of 

disagreement with the view that the brand is 

a trend setter will be increasing with the 

increase of  the time gap of consumers’ visit 

to the store.  

In the third phase of research a study has 

been conducted to understand how purchase 

intention of consumers varies with their 

perception about the brand as a trend setter. 

In this study, consumers’ willingness to visit 

the store of XYZ lifestyle has been 

considered on one hand and on the other 

hand the perception of consumers towards 

the brand as trend setter has been 

  Value 
Asymp. 

Std. Error
a
 

Approx. T
b
 Approx. Sig. 

Nominal by 

Nominal 

Contingency 

Coefficient 
0.475     0.026 

Ordinal by 

Ordinal 

Spearman 

Correlation 
-0.241 0.123 -2.047 .045

c
 

N of Valid Cases 70       
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considered as two attributes. The Table – 

VII shows that there is significant 

association between the above mentioned 

two attributes

. 

Table – VII: Chi- square Table 

  Value df Asymp. Sig. (2-sided) 

Pearson Chi-Square 21.006
a
 4 0 

Likelihood Ratio 18.49 4 0.001 

Linear-by-Linear Association 13.616 1 0 

N of Valid Cases 70     

 

Table – IX shows the high value of 

contingency coefficient and Spearman 

coefficient indicating the high degree of 

positive association between consumers; 

willingness to visit the XYZ Lifestyle store 

and their brand perception as a trend setter.  

Table – IX: Symmetric Measures 

  Value Asymp. Std. Error
a
 Approx. T

b
 Approx. Sig. 

Nominal by 

Nominal 

Contingency 

Coefficient 
0.48     0 

Ordinal by 

Ordinal 

Spearman 

Correlation 
0.419 0.107 3.807 .000

c
 

N of Valid Cases 70       

 

Table – X shows that the chance of 

consumers’ positive willingness to visit the 

store will be higher when they agree with 

the perception that the brand is a trend 

setter. Similarly, the chance of consumers’ 

negative willingness to visit the store will be 

higher when they do not perceive the brand 

as a trend setter. This analysis helps interpret 

that the purchase intention of consumers will 

be increasing as they find that the XYZ 

Lifestyle is trend setter. 
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 Table – X :Chance of Association between Consumers’ Willingness of Visiting XYZ 

Lifestyle storeand Brand as trend setters 

 

  
Willing to Visit XYZStore in Future 

positive negative 

Trend 

Setters 

completely 

agree 
54.10%   

agree 35.10% 20.00% 

disagree 10.80% 80.00% 

Total 100.00% 100.00% 

 

Conclusions: 

 

The trend and fashion are two key elements 

to the modern apparel market in Kolkata. 

Trend and brand both play a crucial role in 

the life of an individual for showing up his 

or her status and lifestyle. Proper trends and 

fashion helps build up certain brand image 

which generally occupies the minds of 

consumers. It has been found that trends are 

highly associated with the most favored 

brand of consumers. Even it has also been 

observed that the purchase intention of 

consumers will depend on how a brand can 

establish itself as a trend setter. With change 

of time, the perception of trend in the mind 

of consumers will also be changing. There is 

high chance that certain trend may be faded 

away with time. Therefore, it can be stated 

that any fashionable product including 

apparel should be designed considering the 

present lifestyle of the target market 

segment. 
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Introduction: 

 

Nothing is permanent except change itself, and when 

it comes about change, innovation is the word which 

isassociated with it. To have sustainable position in 

the market, marketers bring changes in their 

strategies and one strategy is to introduce new 

products and services. So,for any organization it is 

necessary to understand the dynamic process of how 

consumers are going to accept the new offering at 

the time of introduction in the market. The dynamic 

process contains twofold namely, diffusion of 

innovation and adoption of innovation. 

The process of translating an idea or invention into a 

good or service that creates value or for 

which customers will pay. To be called an 

innovation, an idea must be replicable at 

an economical cost and must satisfy a specific need. 

 Innovation involves deliberate application 

of information, imagination and initiative in deriving 

greater or different values from resources, and 

includes all processes by which new ideas are 

generated and converted into useful products. 

In business, innovation often results when ideas 

are applied by the company in order to further 

satisfy the needs and expectations of the customers. 

Evolutionary innovations (continuous 

or dynamic evolutionary innovation) that are brought 

about by many incremental advances in technology 

or processes and revolutionary innovations (also 

called discontinuous innovations) which are often 

disruptive and new. Innovation is synonymous with 

risk-taking and organizations that create 

revolutionary products or technologies take on the 

greatest risk because they create 

new markets. (2014).     

The success of innovations depends on consumer 

innovativeness because innovativeness introduces 

the innovation to the social system and thereby 

determines innovations‟ acceptance by end users. 

Consumer innovativeness or consumption of 

newness is the ability and willingness to buy new 

products more often and more quickly than other 

consumers. Consumer innovativeness connotes to 

the early purchase of a new product. It is also 

considered as having the tendency to be attracted 

by new products. “Consumer innovativeness” can 

be considered as a consumer‟s propensity to 

adopt new products. 

Innovativeness means the predisposition of a 

consumer to adopt a product earlier than most 

others. Innovators tend to be: opinion leaders, 

risk takers, more likely to obtain information 

from mass media than through word of mouth, 

open to new ideas and change, relatively young 

etc. Marketers want to identify the segment of the 

market that is most likely to adopt a new product 

when it is the first introduced. 

Innovativeness is a latent feature materialized in 

consumer‟s preference for novelty and 

uncommon experiences. At the basic level, this 

preference motivates consumers to look for new, 

intellectually or emotionally challenges. 

Three levels of Personality trait: 

 Global Innovativeness: a personal trait 

that exists independent of any context; on 

that represents the “very nature” of 

consumers‟ innovativeness. 

 Domain Specific Innovativeness:  a 

more narrowly defined activity within 

specific domain or product category. 

 Innovative behavior: a pattern of action 

or responses that indicate early 

acceptance of change and adoption of 

innovations (Eg. Being among the first to 

purchase new and different products or 

services) 
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Literature Review: 

There is no consensus in the definition of 

innovativeness. From „„inherent novelty 

seeking,‟‟ which may have consequences other 

than new product buying behavior, to 

„„predisposition to buy new products,‟‟ which 

defines the concept by its main consequence, 

through „„independence in innovative decisions,‟‟ 

which could not be empirically validated, various 

authors have given different views of the concept. 

There is no consensus either on the roots of 

innovativeness. Of the need for stimulation, 

novelty seeking, independence in judgment and 

the need for uniqueness, which are true 

antecedents of innovativeness? Analysis of 

existing innovativeness scales may provide 

insights into these questions. (Roehrich, 

2004)Consumer innovativeness and online 

shopping information dependency have a direct 

and positive influence on future online shopping 

intention. Online shopping information 

dependency can be increased with interfaces that 

are easier to use, but only if perceived usefulness 

remains high. Consumer innovativeness 

positively influences internet exposure and the 

ease-of-use perception of the shopping medium, 

referred to throughout this paper as “shopping 

channel”. (Asmatara, 2009)There is a significant 

moderating effect of domain-specific 

innovativeness on the relationship between 

personal usage and business usage of Facebook.  

This is importance of considering the SME 

owner‟s domain-specific innovativeness when 

trying to understand and predict the propensity to 

adopt Facebook for communication, information 

sharing and searching information for business 

purposes in relationship to their personal usage of 

Facebook. (Wong, 2012)Young online shoppers 

do not differ significantly in their innovativeness 

on the basis of gender. Both groups are 

innovative in general in the sense that they like to 

take a chance and try new things. Mostly they go 

for shopping with some specific need in their 

minds. They usually try new brands and share 

their experience with friends but are very much 

cautious about non popular or un-established 

brands. They may take a chance on less 

expensive items but usually rely on others‟ 

opinions for untried products. Both males and 

females have equal open processing 

innovativeness. This may be due to the fact that 

they interact and share their knowledge on 

continuous basis in college campuses, canteens, 

classrooms or through internet. Coeducation at 

college level also results in a scenario where 

males and females go together for eating out, 

partying or purchasing their requirement like 

books, magazines, CDs, movie tickets or cell 

phone recharge coupons. (Meenakshi, june 

2009)There are two dimensions to innovations: a 

technological and a symbolic one and they have 

effects on innovativeness. The education level 

influences the innovativeness. The income levels 

affect consumer receptivity to innovation. Age 

has different influences on innovativeness 

depending on the selling price of the new 

product. There is a correlation between 

personality traits and consumer innovativeness. 

The main personality traits that have been 

identified as causes of innovativeness are: 

dogmatism, risk tolerance, autonomy, cognitive 

style, the inclination to seek novelty/variety. The 

private or public nature of consumption is 

correlated with innovativeness. Innovativeness 

correlates positively or negatively with certain 

cultural values. (DOBRE, 2009)Religious factors 

might influence innovativeness of individuals. 
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Study show that religiosity has the negative 

relationship with innovativeness. (Mansori, 

2012)Consumers areambivalent about self-esteem 

and hedonic consumption dimensions. 

Consumers are closer to disagree with consumer 

innovativeness and social identity dimensions. 

Significance values for all three independent 

variables proved a significant relationship with 

consumer innovativeness. (Deniz Maden, 

2013)Consumer innovativeness is significantly 

and positively related to intention to adopt new 

products. Finding suggests that our common 

understanding that consumers who like to try new 

products and who are more creative adopt new  

products sooner is not entirely correct or 

universal. Among the five attributes of new 

products, complexity significantly and negatively 

affect adoption intentions, whereas the other  

 

 

attributes were positively but insignificantly 

related to adoption intention. (Cheng, 2011)There 

is significant relationship exist between new 

product development and consumer innovative 

behavior in the population of consumers of 

technology based electronic products Customer 

personality and perception significantly impacts 

on new product development and adoption. 

(AMUE, 2012) 

Objective and Methodology: 

This research aimed to study student‟s 

innovativeness towards movies in Surat city. A 

scale based on literature study was developed to 

measure the innovativeness towards movies. For 

this purpose the questionnaire was directed 

through email to near about 150 students of 

master degree. Out of which 122 properly filled 

questionnaires were considered for the data 

analysis. The reliability test for the newly 

developed scale was performed. For data analysis 

and presentation, various tests like one sample t 

test, independent t- test, and frequency 

distribution, cross tabs, tables and charts were 

used with help of SPSS software. 

Result and Analysis: 

Sample characteristics:  

 

 

 

Table:1 Descriptive statistics 

Gender 
Male 86 

Female 36 

Age 

19-21 54 

22-24 60 

25-27 13 

Income 

Less than Rs.10000 6 

Rs. 10000 to Rs. 20000 46 

Rs. 20001 to Rs. 35000 32 

Rs. 35001 to Rs. 50000 17 

More than Rs. 50000 21 

Source: Primary data 

 

Reliability test:  

Table: 2 Reliability Statistics 

Cronbach's Alpha 
N of 

Items 

0.714 19 

Source: Primary data 

Study used the innovativeness measurement scale 

which was developed base on past research and 

literature. So it was necessary to check the 

reliability of the scale. Reliability test was 

performed to check reliability of scale and 

Cronbach‟s alpha is 0.714 which is greater than 

0.7 which means that scale is reliable and can be 

used with other statistical procedure for further 

investigation.  
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Table No: 3  Descriptive statistics for innovativeness measurement scale: 

1= strongly agree, 2= Agree, 3=neutral, 4= Disagree, 5= Strongly Disagree N = 

122 

Descriptive Statistics Mean 

1 IngeneralIamamongthelastinmycircleoffriendstowatch movie 2.87 

2 ComparedtomyfriendsIwatchfewnewmovies 2.44 

3 In general, I am among the last in my circle of friends to know the names of 

the latest movies. 

3.29 

4 I know more about new movies before other people do 2.70 

5 In general, I never talk to my friends about the latest movies 2.35 

6 When I talk to my friends about the latest movies I am able to share a great 

deal of information about it 

2.84 

7 Compared to my circle of friends, I am very likely to be asked about new 

movies 

2.65 

8 In discussions of the latest movies, my friends tell me about the latest movies 2.31 

9 Overall, in all of my discussions with friends and neighbors, I am often used 

as a source of advice 

2.69 

10 I have a strong interest in new movies 2.18 

11 I am usually among the first to watch new movies 3.08 

12 I know more than others on latest movies 3.04 

13 I watch new movies before my friends and neighbors 3.44 

14 I always prefer to watch movies on very first day 3.50 

15 I watch movies of any star even if I don‟t like them 3.33 

16 I don‟t prefer to watch movies before knowing its reviews 2.86 

17 I always track news related to latest movies 2.46 

18 Generally, I search for the trailers/promos of latest movies 2.46 

19 Instead of going to theatres, I rather wait to watch that movie on TV premier 3.47 

 Source: Primary data  

 

One sample t test: 

Ho: There is no significant difference between 

calculated mean and assumes mean (02). 

H1: There is no significant difference between 

calculated mean and assumes mean (02). 

Significant level: 95 % 

 

 



Volume | 5 Issue | 1                                                                                                                    ISSN | 2319-5576 

APOTHEOSIS: Tirpude’s National Journal of Business Research (TNBJR) 

 

Table No: 4 One-Sample Test 

 

Statements 
Test Value = 2 

 

t df 

Sig. 

(2-

tailed) 

Mean 

Difference 

95% 

Confidence 

Interval of the 

Difference 

 
    

Lower Upper 

1 In general I am among the last in my 

circle of friends to watch movie 
6.787 121 .000 .869 .62 1.12 

2 Compared to my friends I watch few 

new movies 
3.985 121 .000 .443 .22 .66 

3 In general, I am among the last in my 

circle of friends to know the names of 

the latest movies. 

10.288 121 .000 1.287 1.04 1.53 

4 In general, I never talk to my friends 

about the latest movies 
3.571 121 .001 .352 .16 .55 

5 In discussions of the latest movies, my 

friends tell me about the latest movies 
3.152 121 .002 .311 .12 .51 

6 I don‟t prefer to watch movies before 

knowing its reviews 
6.769 121 .000 .861 .61 1.11 

7 Instead of going to theatres, I rather 

wait to watch that movie on TV 

premier 

12.657 121 .000 1.467 1.24 1.70 

Source: Primary Data 

 

Test value for one sample t test is assumed as 

(02) because all above statement are framed in 

such a way that if respondents are agree with it 

mean respondents are low innovative about 

movies. Here the significant value of all 

statements is less than probability value 0.05, 

means test fail to accept H0 and the test is 

statistically significant. There is significant 

difference between actual mean and assumed 

mean. Based on one sample t-test respondents 

either showing high innovativeness for movies or 

they are neutral about it
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.  

Table No: 5 One-Sample Test 

Statements 

Test Value = 2 

t df 

Sig. 

(2-

tailed) 

Mean 

Differ

ence 

95% 

Confidence 

Interval of the 

Difference 

Lowe

r 

Uppe

r 

1 
I know more about new movies before other 

people do 
6.081 

12

1 
.000 .697 .47 .92 

2 

When I talk to my friends about the latest 

movies I am able to share a great deal of 

information about it 

7.603 
12

1 
.000 .844 .62 1.06 

3 
Compared to my circle of friends, I am very 

likely to be asked about new movies 
5.651 

12

1 
.000 .648 .42 .87 

4 

Overall, in all of my discussions with friends 

and neighbors, I am often used as a source of 

advice 

7.117 
12

1 
.000 .689 .50 .88 

5 
I have a strong interest in new movies 

1.732 
12

1 
.086 .180 -.03 .39 

6 
I am usually among the first to watch new 

movies 
9.458 

12

1 
.000 1.082 .86 1.31 

7 
I know more than others on latest movies 

9.016 
12

1 
.000 1.041 .81 1.27 

8 
I watch new movies before my friends and 

neighbors 

12.26

9 

12

1 
.000 1.443 1.21 1.68 

9 
I always prefer to watch movies on very first 

day 

13.20

4 

12

1 
.000 1.500 1.28 1.72 

1

0 

I watch movies of any star even if I don‟t like 

them 

11.55

7 

12

1 
.000 1.328 1.10 1.56 

1

1 

I always track news related to latest movies 
4.351 

12

1 
.000 .459 .25 .67 

1

2 

Generally, I search for the trailers/promos of 

latest movies 
3.644 

12

1 
.000 .459 .21 .71 

Source: Primary data 
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H1: There is significant difference between innovativeness mean score of male and female. 

Significant level: 95 % 

Table No: 6 Independent sample t test 

 

 

Statements t 
Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

95% 

Confidence 

Interval of the 

Difference 

Lower Upper 

1 In general I am among the last in my circle of 

friends to watch movie 
-3.319 .001 -.895 .270 -1.429 -.361 

2 Compared to my friends I watch few new 

movies 
-2.145 .034 -.515 .240 -.990 -.040 

3 In general, I am among the last in my circle of 

friends to know the names of the latest 

movies. 

-1.249 .214 -.342 .274 -.883 .200 

4 I know more about new movies before other 

people do 
-.770 .443 -.194 .252 -.692 .304 

5 In general, I never talk to my friends about the 

latest movies 
-2.088 .039 -.446 .213 -.868 -.023 

6 When I talk to my friends about the latest 

movies I am able to share a great deal of 

information about it 

-.420 .675 -.103 .244 -.586 .381 

7 Compared to my circle of friends, I am very 

likely to be asked about new movies 
-.577 .565 -.145 .252 -.644 .353 

8 In discussions of the latest movies, my friends 

tell me about the latest movies 
.220 .826 .048 .218 -.383 .479 

9 Overall, in all of my discussions with friends 

and neighbors, I am often used as a source of 

advice 

-1.156 .250 -.245 .212 -.664 .175 

10 I have a strong interest in new movies .429 .669 .098 .229 -.355 .552 

11 I am usually among the first to watch new 

movies 
-1.428 .156 -.357 .250 -.851 .138 

12 I know more than others on latest movies -1.811 .073 -.454 .251 -.951 .042 

13 I watch new movies before my friends and 

neighbors 
-1.863 .065 -.475 .255 -.981 .030 

14 I always prefer to watch movies on very first 

day 
-.315 .753 -.079 .250 -.574 .416 

15 I watch movies of any star even if I don‟t like 

them 
.437 .663 .110 .253 -.390 .611 
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16 I don‟t prefer to watch movies before knowing 

its reviews 
-1.858 .066 -.513 .276 -1.059 .034 

17 I always track news related to latest movies -1.104 .272 -.255 .231 -.713 .202 

18 Generally, I search for the trailers/promos of 

latest movies 
-.923 .358 -.255 .276 -.802 .292 

19 Instead of going to theatres, I rather wait to 

watch that movie on TV premier 
-1.588 .115 -.401 .253 -.901 .099 

 Source: Primary data 

 

The significant value for statement 1, 2, and 5 is 

less than the probability value which is 0.05, 

means study fail to accept H0 and the test is 

statistically significant. For this above statements 

there is significant difference between male and 

female mean score of innovativeness for movies. 

Remaining all statements significant value is 

more than 0.05, mean test fail to reject H0 and the 

test is no statistically significant. There is no 

significant difference between male and female 

mean score of innovativeness for movies.   

Conclusion:  

Launching new products and services on the 

market represents an important source of 

increasing the size of a business and the profits of 

a company. The success of introducing new 

products on the market is a critical issue of the 

current marketing programs. Innovativeness is 

one of the few concepts that are so important to 

the consumer behavior. The consumer‟s tendency 

to adopt new products, ideas, goods or services. 

The innovator and early adopter are those 

categories of customers who provide initial 

support to new market offering. The aim of this 

research is to study student‟s innovativeness with 

respect to movies which reveals about the domain 

specific consumer innovativeness. It is found that 

consumer under this study exhibits less 

innovativeness towards movies. The comparison 

of student‟s innovativeness based on gender is 

also studied but no significant difference is found. 
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ABSTRACT 

The research study explores the customers‟ perception towards customer relationship 

management (CRM) practices in Indian retail banking sector. In present CRM is most 

essential factors as well as strategy for success, growth, profitability and competitiveness 

of banks because of cut-throat competition, technological advancement and changing 

customers‟ needs and preferences. Adopting CRM practices is useful to get better 

understanding of the customer needs and for proper product development. It also helps in 

effective segmentation, targeting, positioning, complaints management, maintaining long 

term profitable and mutually beneficial relationships with customers. For this study 

private and public banks‟ users were surveyed with given 27 different statements 

regarding CRM practices adopted by different banks. The survey data was collected from 

Surat (Gujarat) region. This survey also helps to measure the actual perception of service 

users towards CRM practices of each bank and also for comparative analysis.  This 

valuable feedback may be helpful to the different organizations toward getting fair idea 

about importance of CRM practices.  
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INTRODUCTION  

 

This research study survey was 

undertaken to know the customer 

perception towards CRM practices. It may 

also helpful to describe the relationship 

between CRM (customer relationship 

management) practices and customer 

loyalty towards commercial banks in retail 

banking segment in India. This study 

helps organizations to know the customer 

perception and for taking decision 

regarding making larger investments 

towards applying maximum CRM 

practices. The paper begins with an 

introduction to Indian banking industry 

and the measurement of customer 

perception is describe in data analysis and 

findings. 

 

In present scenario the banking sector is 

grooming up with new technologies and 

applications. The benefits are beginning to 

reach the large pool of customers. Now 

the banking is also moving towards 

individual marketing. So the topic emerge 

that is “relationship marketing”. After 

1991 many foreign banks jumps in Indian 

retail banking sector with heavy 

investments in technology for giving 

memorable customer services. Now a 

large segment of the urban population 

requires minimal time and space for its 

banking needs. 

 

It is very necessary to bring dynamic 

changes in marketing practices of banks in 

present, with the objective of business 

growth with effectively managing 

customers as organizations‟ assets, 

systematically collecting, analyzing and 

disseminating customer information and 

use of this customer information for 

acquiring, retaining and better servicing 

customers. Although significance of 

Relationship Marketing practices and 

optimizing and maintaining customer 

relationships across diverse customer 

segments has been realized and practiced 

by all banks in India, different banks are 

implemented CRM practices at different 

levels. ATM functions, initiatives like 

availability of pass book printing 

machines, SMS alerts at various 

significant customer service events are the 

few examples of these practices. 

 

THEORETICAL FRAMEWORK 

CRM is the strategy for building, 

managing and strengthening loyal and 

long-lasting customer relationships. CRM 

is a customer centric approach. Its‟ 

ultimate objective is towards 

„Personalized‟ handling of customers as 

distinct entities through the identification 

and understanding of their differentiated 

needs, preferences and behaviors.  

 

According to Philip Kotler, CRM is the 

process of carefully managing detailed 

information about individual customers 

and all customer „touch points‟ to 

maximize customer loyalty.  

 

It can also be described as a business 

strategy comprising of process, 

organizational and technical change to 

better manage business around customer 

behaviors. 

 

LITERATURE REVIEW 

 Chantal Rootman: 2004 argued that 

significant positive relationships exist 

between both knowledge and attitude 

of bank employees and a bank‟s CRM. 

These relationships imply that more 

extensive knowledge of bank 

employees and bank employees with 

more positive attitudes lead to 

improved, maintained relationships 

between a bank and its clients. In 

addition, the empirical investigation 

revealed that CRM positively 

influences the service quality of 

banks. This relationship implies that if 

a bank successfully maintains 

relationships with its clients, the 
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bank‟s level of perceived service 

quality would increase.  

 

 Yatish Joshi and Ehtesham Ahmad: 

2013, argued that heavy competition 

threatening banks‟ revenues and 

putting downward pressure on 

operating margins and profits, so retail 

banks are facing increasing pressure to 

increase their growth rate and they are 

using CRM as a Main tool for this 

purpose. The domain of CRM helps 

into many areas of banking. Including 

strategic decision making, marketing 

and selling financial products, helping 

banking industry to enable its 

marketing to identify and target their 

best customers, managing market 

campaigns and generating quality 

leads. Technology-enabled 

improvements and a desire to improve 

earnings stability have led many banks 

to enter new markets (global and 

national) driving increased 

competition in local markets by the 

adoption of new technology.  

 

 Kabiraj sajal et al: 2002, argued that 

the facilities offered to the customers 

by the private sector banks is much 

more than the public sector banks and 

the facilities offered by the bank to the 

customer has really increased after 

implementation of CRM strategy. 

Researcher proved that the customers 

of private sector banks are more 

satisfied than the public sector banks; 

the degree of satisfaction has 

increased to a large extent among the 

customers after CRM strategy 

implementation. Level of satisfaction 

among customers of private sector 

banks has increased because of the 

increased facilities offered by the bank 

after implementation of CRM strategy. 

As a result marketer‟s marketing 

model is changing from the product-

centered to the customer-centered. 

Retail bank customers are demanding 

a different relationship with bankers 

and suppliers of financial than the 

traditional sales and transaction 

model. The new database technologies 

enables retail bankers to get the 

knowledge of who the customers are, 

what they bought and when they 

bought, and even predictions based on 

the historical behavior.  

 

 Ramkelawon Bhisham: 2010, argued 

that banks are realizing that CRM is 

the magic bullet that helps financial 

institutions to build stronger and more 

profitable relationships. As such CRM 

can enable banks to enjoy competitive 

advantage by delivering high value to 

the right customer. But they surveyed 

that the employees are not motivated 

enough to be part of the company and 

which may in turn affect the company 

ability to provide a better customer 

service to its customers. Research 

concluded that the right level of 

commitment is not derived from 

employees that affect bank ability to 

provide an excellent service to its 

customers. There is very low customer 

centric culture within the company. 

 

 Das Sanjay: 2012, argued that the 

bank is yet to develop an integrative 

approach which focuses on the 

customer needs and to deliver to it. As 

shown by the study, the bank is far 

from developing a customer centric 

approach both for the customer as well 

as for the employees. Argued that 

CRM practices adopt by employee 

approach to customers is found very 

poor. It is further observed that the 

CRM activities are initiated and 

implemented by the Banks in a serious 

manner, so that the customers in 

particular and the society in general 

benefited a lot. Providing service to 

customers has been identified as the 
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prime responsibility of the Banks. It is 

found that though CRM activities have 

not helped to increase the confidence 

of the customers in meeting the 

changing needs CRM activities of the 

selected Banks.  

 

 Parvatiyar Atul & Sheth Jagdish N, 

2001:02, argued that the domain of 

customer relationship management 

extends into many areas of marketing 

and strategic decisions. Its recent 

prominence is facilitated by the 

convergence of several other 

paradigms of marketing and by 

corporate initiatives that have 

developed around the theme of 

cooperation and the collaboration of 

organizational units and their 

stakeholders, including customers. 

CRM refers to a conceptually broad 

phenomenon of business activity, and 

if the phenomenon of cooperation and 

collaboration with customers becomes 

the dominant paradigm of marketing 

practice and research, CRM has the 

potential to emerge as the predominant 

perspective of marketing. From the 

corporate implementation point of 

view, CRM should not be 

misunderstood to simply mean a 

software solution implementation 

project. Building relationships with 

customers is a fundamental business 

of every enterprise, and it requires a 

holistic strategy and process to make it 

successful. 

 

 Adele Berndt et al.: 2005, argued that 

the issues of CRM and customer 

service are vital in the developing 

environment as customer expectations 

increase. This is especially the case in 

developing countries where changes in 

customer expectations are linked to 

increasing educational standards and 

literacy. This study has indicated that 

the implementation of a one-to-one 

marketing of financial services in 

emerging markets do not differ from 

the way in which it would be 

implemented among customers in 

other economies. This requires 

organization in developing 

environments to pay attention to the 

issues of customer needs and 

differentiation in order to building 

long term customer relationships. 

 

SCOPE OF STUDY: 

This research study focuses only on the 

Indian retail banking segment of 

scheduled commercial banks of both 

sectors - private as well as public sector. 

For matters of convenience, to collect the 

data, this research study was restricted 

only to Surat region. 

 

OBJECTIVES OF STUDY:- 
Primary objective:- Measuring 

performance of banks‟ on customer 

relationship management practices. 

Secondary objectives:- 

1. To know the parameters which are 

more important to build good    

relationship between banks and 

their service users. 

2. To know the activities needing 

immediate improvements by 

focusing on customers‟ needs. 

 

RESEARCH DESIGN:- 

At initial stage, the research design is 

exploratory because the research 

statement was developed on the basis of 

the literature that was available on 

internet, in books and journal. After 

framing the research statement, the 

research design becomes descriptive, here 

will use a primary data collection method 

which is suitable. 

 

SAMPLE DESIGN:  

o Sampling method:- Here non-

probability convenience sampling 

method has been used. 

o Sample size:- The sample size was 

300 respondents. 
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o Sampling unit:- The sampling unit 

comprises the respondent who is a 

service user or customer of 

different banks in surat region. 

o Choice of survey method:  Here 

face-to-face personal interview 

method used. 

o Sampling detail: The population 

for this research study consists of 

service users of different banks. 

Businessmen, professionals and 

servicemen were contacted with 

face-to-face interview method 

through questionnaire.  

 

RESEARCH INSTRUMENT:- 

Questionnaire is used for the purpose of 

the data collection as the research 

instrument. The questionnaire consisted of 

closed ended question including scales. 

Based on the pilot study, some statements 

are revised and the questionnaire was 

finalized with 27 statements. The 

statements were given with a likert scale 

range from 1 to 5 - from strongly disagree 

to strongly agree.   

 

RELIABILITY TEST OF AN 

INSTRUMENT:- 

Purpose of this test:- 

Reliability Analysis addresses the issues 

of whether this set of statements will 

produce the same result each time; it is 

administered to the person in the same 

setting.

  

Reliability Statistics  

(Table no-1) 

Cronbach's Alpha N of Items 

.960 27 

Reliability analysis was done with using 

Cronbach‟s alpha for the set of 27 CRM 

practice statements and it was found to 

be 0.960, which is very much higher 

than the desire value of 0.65. It proves 

that the set of statements were valid and 

reliable.  

 

DATA COLLECTION METHODS:- 

Primary data collection method: Primary 

data were collected through 

questionnaires filled up by service users 

of different banks. Questionnaire was 

considered the most effective to collect 

primary data for fulfilling the purpose to 

measure the performance of banks on 

CRM practices.  

 

Secondary data collection method: 

Reference books and past research 

survey reports were analyzed and study 

to make questionnaire to collect primary 

data. 

 

Type of questionnaire: Open ended and 

closed ended question were used in the 

questionnaire. Respondents were asked 

with 27 different statements on likert 

scale to know respondents‟ actual 

perception towards CRM practices. 

Demographic questions were asked for 

measuring strong co-relationship if 

applicable.   

 

DATA ANALYSIS AND FINDINGS  

For Primary Objective 

Primary objective:- Measuring 

performance of banks‟ on customer 

relationship management practices. 

 

To achieve this objectives the instrument 

was used with 27 different statements 

with likert scale for measuring 

performance on CRM practices. 

 

One-sample T test for private banks 

Null Hypotheses (Ho): There is no 

significant difference between the 

calculated sample mean for individual 



Volume |5  Issue |1                                                                            |ISSN   2319-5576 

APOTHEOSIS::  Tirpude’s National Journal of Business Research (TNJBR) 

 

service parameter and hypothesized 

mean (3.00). In other words, it means 

that we hypothesized that individual 

respondents are at least neutral with the 

given statement.  

Ho:  

Alternative Hypothesis (H1): There is 

significant difference between the 

calculated sample mean for individual 

service parameter and hypothesized 

mean (3.00). In other words, it means 

that here hypothesized that individual 

respondents are not neutral with each 

statement. It is to be possible that 

customers might be more than neutral or 

less than neutral. 

H1:  

Significance level:  Here test of 

hypothesis is at 95% confidence level i.e. 

the chance of occurring type-1 error is 

5%. 

 

One-Sample Statistics  

(Table no-2) (Private Banks) 

Statements Mean 

Std. 

Deviation 

Sig. (2-

tailed) 

Mean 

Difference 

Bank treats me as a very special customer 3.86 0.956 .000 .860 

Bank keeps my information confidential 3.56 1.12 .000 .560 

Bank deliver an excellent service to me at any point of 

contact 3.48 1.021 
.000 .480 

Bank always hear my complaints and resolve quickly 3.35 1.204 .001 .347 

Bank services performance are consistent to me 3.60 1.074 .000 .600 

Bank provide online services to reduce my service costs 3.47 1.133 .000 .467 

Bank gives SMS/Call alerts for new offers 3.30 1.174 .002 .300 

Bank gives me guarantees against service failures 3.34 1.128 .000 .340 

Bank give me a call in case if deficit in my account 

before clearing the cheques 3.27 1.086 
.002 .273 

Bank take suggestion from me to design or improve 

products 3.27 1.133 
.005 .267 

Bank takes my feedback seriously and reply to them 3.30 1.041 .001 .300 

Continuously maintains, updates and monitors my 

account information 3.38 1.185 
.000 .380 

Bank provides customized services and products to me 3.38 1.121 .000 .380 

Bank frequently exchanges information with me 3.27 1.146 .004 .273 

Bank gives me individual attention 3.20 0.983 .014 .200 

Bank's service department always gives me priority 3.27 1.055 .002 .273 

Bank's employees are willing to help me in a responsive 

manner 3.25 1.063 
.004 .253 

Bank's employees are not too busy to respond to me 3.23 1.108 .011 .233 

Bank sometime change policies & procedures for me 3.50 1.174 .000 .500 

Bank gives SMS/ Call alert to me for any due 3.15 1.073 .082 .153 

I do not have to stand in a queue for getting services 3.19 1.052 .031 .187 

Bank also provide me services at home 3.25 1.265 .015 .253 
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Bank's higher authority also gives me response 3.15 1.077 .097 .147 

Bank send me calendar, diary and other tangible gifts 3.18 1.331 .100 .180 

Bank greets me anniversary, birthday wishes 3.31 1.176 .002 .307 

Bank helps me to reduce paper works 3.19 1.041 .024 .193 

Bank even answering me on call 3.19 1.228 .065 .187 

Here the result is tested at 95% 

confidence level. A low significance 

value (typically below 0.05) indicates 

that there is a significant difference 

between the test value and the observed 

mean. Or can say that for the significant 

value less than 0.05, the null Hypothesis 

Ho is rejected or the alternative 

Hypothesis H1 is accepted. For the 

significant value greater than 0.05, the 

Null Hypothesis Ho is failed to reject.  

Here the statements were found out 

which have high significance value or 

significance value more than 0.05. A 

high significance value (typically more 

than 0.05) indicates that there is no 

significant difference between the test 

value and the calculated mean. It means 

that for these statements the hypothetical 

mean and calculated mean are same.  

 Bank gives SMS/ Call alert to me 

for any due 

 Bank's higher authority also gives 

me response 

 Bank even answering me on call 

 

One-sample t test for public banks 

Here the H0, H1 and significance value are taken as same as earlier.  

One-Sample Statistics 

(Table no-3) (Public Banks) 

Statements Mean 

Std. 

Deviation 

Sig. 

(2-

tailed) 

Mean 

Difference 

Bank treats me as a very special customer 3.51 .96757 .000 .50667 

Bank keeps my information confidential 3.74 1.06456 .000 .74000 

Bank deliver an excellent service to me at any point 

of contact 3.33 
.92444 .000 .33333 

Bank always hear my complaints and resolve 

quickly 3.29 
1.19589 .003 .29333 

Bank services performance are consistent to me 3.56 1.01320 .000 .56000 

Bank provide online services to reduce my service 

costs 3.45 
1.13242 .000 .44667 

Bank gives SMS/Call alerts for new offers 3.48 1.21909 .000 .48000 

Bank gives me guarantees against service failures 3.45 2.72347 .043 .45333 

Bank give me a call in case if deficit in my account 

before clearing the cheques 3.35 
1.08768 .000 .35333 

Bank take suggestion from me to design or improve 

products 3.18 
1.14147 .055 .18000 

Bank takes my feedback seriously and reply to them 3.11 1.10239 .210 .11333 

Continuously maintains, updates and monitors my 

account information 3.39 
1.10997 .000 .38667 
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Bank provides customized services and products to 

me 3.32 
.99879 .000 .32000 

Bank frequently exchanges information with me 3.32 1.00549 .000 .32000 

Bank gives me individual attention 3.23 1.13010 .015 .22667 

Bank's service department always gives me priority 3.16 1.14153 .088 .16000 

Bank's employees are willing to help me in a 

responsive manner 3.29 
1.15012 .002 .29333 

Bank's employees are not too busy to respond to me 3.23 1.13171 .013 .23333 

Bank sometime change policies & procedures for me 3.31 1.05638 .000 .31333 

Bank gives SMS/ Call alert to me for any due 3.34 1.12226 .000 .34000 

I do not have to stand in a queue for getting services 3.33 1.09708 .000 .33333 

Bank also provide me services at home 2.75 1.30532 .022 -.24667 

Bank's higher authority also gives me response 3.51 1.11480 .020 .21333 

Bank send me calendar, diary and other tangible 

gifts 3.74 
1.30682 .575 .06000 

Bank greets me anniversary, birthday wishes 3.33 1.22226 .040 .20667 

Bank helps me to reduce paper works 3.29 1.04751 .044 .17333 

Bank even answering me on call 3.56 1.23384 .022 .23333 

Here the result is tested at 95% 

confidence level. A low significance 

value (typically below 0.05) indicates 

that there is a significant difference 

between the test value and the observed 

mean. Or can say that for the significant 

value less than 0.05, the null Hypothesis 

Ho is rejected or the alternative 

Hypothesis H1 is accepted. For the 

significant value greater than 0.05, the 

Null Hypothesis Ho is failed to reject.  

Here the statements were found out 

which have high significance value or 

significance value more than 0.05. A 

high significance value (typically more 

than 0.05) indicates that there is no 

significant difference between the test 

value and the calculated mean. It means 

that for these statements the hypothetical 

mean and calculated mean are same.  

 Bank takes suggestion from me 

to design or improve products 

 Bank takes my feedback 

seriously and reply to them 

 Bank's service department always 

gives me priority 

 Bank send me calendar, diary and 

other tangible gifts 

 

For Secondary Objectives:- 

1. To know the parameters are more 

important to build good 

relationship between banks and 

their service users. 

2. To know the activities needing 

immediate improvements by 

focusing on customers‟ needs. 

Here the statements are found out which 

are favorable to particular type of bank. 

This will helps to compare the 

performance on CRM practices with 

compare to other types of banks. This 

will also helps to improve performance 

on specific CRM practices.   
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Statements in which customers' perceptions were more favorable to private banks  

(Table no-4) 

 

Statements Public 

sector 

banks 

Private 

sector 

banks 

1 Bank treats me as a very special customer 3.51 3.86 

3 Bank delivers an Excellent service to me at any point of contact 3.33 3.48 

4 Bank always hears my Complaints and resolve quickly 3.29 3.35 

10 Bank takes suggestion from me to Improve products 3.18 3.27 

11 Bank takes my Feedback seriously and reply to them 3.11 3.30 

13 Bank provides Customized services and products to me 3.32 3.38 

16 Bank‟s Service department always gives me priority 3.16 3.27 

19 Bank sometime Changes policies and procedures for me 3.31 3.50 

22 Bank also provides me Service at home 2.75 3.25 

23 Bank‟s Higher authority also give me response 3.21 3.85 

24 Bank Sends me calendar, diary and other tangible gifts 3.06 3.73 

25 Bank greets me Anniversary, birthday wishes 3.21 3.65 

26 Bank helps me to Reduce paper work 3.17 3.73 

27 Bank even Answering me on call 3.23 3.71 

 

Statements in which customers' perception were more favorable to public banks 

(Table no-5) 

 

Statements Public 

sector 

banks 

Private 

sector 

banks 

2 Bank keeps my Information confidential 3.74 3.56 

7 Bank gives me SMS/Call alerts for new offers 3.48 3.30 

8 Bank gives me guarantee against Service failures 3.45 3.34 

9 

Bank gives me a call in case of deficit in my account before 

clearing the cheques 3.35 3.27 

20 Bank gives SMS/Call alert to me for any due 3.34 3.15 

21 I do not have to stand in queue for getting services 3.33 3.19 

 

Statements in which customers' perception were very much nearer for both types of 

banks 

(Table no-6) 

 

Statements Public 

sector 

banks 

Private 

sector 

banks 

5 Bank Service performance are consistent to me 3.56 3.60 

6 Bank provide Online services to reduce my service cost 3.45 3.47 

12 

Continuously maintains, updates and monitors my Account 

information 3.39 3.38 

14 Bank frequently Exchanges information with me 3.32 3.27 

15 Bank gives me Individual attention 3.23 3.20 

17 Bank‟s employees are willing to help me in a responsive manner 3.29 3.25 

18 Bank‟s Employees are not busy to respond to me 3.23 3.23 
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CONCLUSION AND FUTURE 

DIRECTION  

The current paper develops a list of 27 

statements, which may be helpful to 

retail banks‟ toward performing best on 

various CRM practices. Based on data 

analysis it is concluded that private 

banks‟ performance on CRM practices is 

more satisfactory than public sector 

banks. And parameters are also found 

out by focusing on these banks can 

modify or improve their performance on 

CRM. Banks that introduced CRM have 

to make effective modifications in their 

organization to attract more customers. 

Banks can also try to adopt other 

innovative tools related with the CRM. 

 

This survey was done in surat region 

only, future survey can be done in wider 

geographical area with taking more 

respondents. The statements can be 

increased and can be measuring 

employees‟ perception for and attitude 

towards performing CRM activities. 

Also same kind of research can be done 

by taking data of individual banks which 

helps to compare one banks‟ 

performance with another. The same 

approach can be extended to other 

business organizations and to 

commercial customers. 
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Abstract: 

Researchers have suggested that intention models offer significant opportunities towards 

understanding and prediction of entrepreneurial activities. Also considerable attention is being 

paid to the role of environmental factors in explaining regional variations in entrepreneurial 

activity. However, intention models have not usually included these factors in their analysis. 

Therefore, the present study aims at identifying the environmental factors that may explain 

regional differences, if any, in the start-up intentions. The paper draws its theoretical 

framework from Ajzen’s Theory of Planned Behaviour (TPB). Environmental factors as 

identified by Francisco have been employed to construe the evaluation of entrepreneurship in 

respondent’s immediate and farther environment. On the onset exploratory factor analysis is 

performed to ensure constructs explain maximum variance relative to measurement error. 

Subsequently, Multiple Linear Regression is performed on a sample drawn from postgraduate 

students from two regions, namely Jammu and Kashmir in India. The study found that social 

valuation of entrepreneurship in each region was not statistically significant. This finding is 

attributed to the peculiar sub-continent condition where society’s preference for governmental 

jobs is relatively overriding. Moreover, entrepreneurial intentions among the respondents were 

more influenced by Perceived Behavioural Control (PBC). However, regional variation was 

found in another pillar of the theory of planned behaviour, i.e., Subjective Norms. 

Interestingly, Attitude towards start-up was not found affecting the student’s entrepreneurial 

intentions. These results explain that entrepreneurial intentions are influenced by factors other 

than geographical location. Results also stress on the need by public-policy decision makers to 

promote more positive entrepreneurial values in both the regions. 

 

Keywords: intention models; environmental factors; social valuation 

*Ph. DSenior Research Fellow (SRF), Department of Business and Financial Studies, 

University of Kashmir,Srinagar, India, 190006. e-mail: ashiq.lone@yahoo.com 

 

** Professor and Ex-Head, Department of Business and Financial Studies, University of 

Kashmir, Srinagar, India, 190006. e-mail: nahmed2000@hotmail.com 
 

 

mailto:ashiq.lone@yahoo.com


Volume |5  Issue |1                                                                              |  ISSN 2319-5576 

APOTHEOSIS:  Tirpude’s National Journal of Business Research (TNJBR) 

 

Introduction 

In recent years, fostering entrepreneurship 

has become a topic of the highest priority in 

the public policy throughout most industrial 

as well as non-industrial countries (Franke 

and Luthje, 2004). The upsurge in the 

entrepreneurial awareness coupled with 

policymaker’s aspiration to reduce 

dependency on traditional employment 

avenues has thus earned the 

entrepreneurship more attention and priority 

in different regions (Aizzat, et. al., 2009). 

Literature suggests that nations and regions 

strive to increase the footprint of 

entrepreneurship by developing and 

supporting initiatives for new ventures 

through, for example financial programmes, 

infrastructure, coaching programmes, and 

triggering collaborations between founders 

and universities (see for example Keith and 

Ricarda, 2006). These efforts at the policy 

level are underpinnings of the realisation 

that entrepreneurship is an effective tool 

that can be leveraged for economic and 

social transformation. Moreover, in the 

context of India which relatively has higher 

youth population in proportion to total 

population (more than 50% of its population 

is below the age of 25 and more than 65% 

below the age of 35) but faced with 

staggering unemployment rate of 9.8 % 

(Ministry of Labour and Employment), 

practicing entrepreneurship thus on a large 

scale assumes vital significance. According 

to a report from CRISIL Research, an 

independent research house, India needs at 

least 55 million additional jobs by 2015, and 

achieving this milestone will pose an 

overwhelming challenge without 

appropriate policy support thus signifying 

the need for nurturing the entrepreneurship 

for effective and efficient economic 

progress. Global Entrepreneurship Monitor 

(GEM) also revealed in its report in 2013 

that Total-Early-Stage Activity (TEA), 

which is a percentage of people in the age 

group of 18-64 years, who are either nascent 

entrepreneurs or owner-managers of a new 

business stood at 9 % in India. China, on the 

other hand had better TEA of 14% in the 

same period.  

Entrepreneurship is the 21st century 

buzzword; particularly in the context of 

developing countries. Promoting 

entrepreneurship and enterprise creation is 

high on the policy agenda of almost all 

countries in the world, as successful 

enterprises generate additional employment 

(Haftendorn and Salzano, 2003). The 

famous credo of “creating employers 

instead of employees” has been widely 

preached to bolster interest in 
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entrepreneurship in these countries given 

that new ventures contribute significantly to 

the gross domestic product and new job 

creations (Linan, et. al., 2009). Young 

entrepreneurs are expected to play therefore 

a fundamental role because they can 

contribute simultaneously to both economic 

growth and unemployment reduction 

(Schoof, 2006). As rightly asserted by 

Simon, et. al., (2009) entrepreneurship and 

business creation are… a growing 

alternative for young people whose age 

group often faces a labour market with 

double digit unemployment rates. 

Traditional career paths and opportunities 

are disappearing rapidly. A growing number 

of young people are taking up challenge of 

starting their own business and much is 

being learned about how the odds for 

success can be improved through various 

types of assistance and through the creation 

of a supportive environment. Today’s 

youths are an important resource: they are 

capable of triggering regional innovation 

processes and technological advances 

(Frosch, 2011). They tend to become more 

socially active and they are internationally 

oriented and generally endowed with 

creativity (Kazmi, 1999) and capabilities 

that allow them to exploit entrepreneurial 

opportunities.  

Against the background cited above 

need to bolster youth entrepreneurship in 

the Indian context assumes more 

significance for the larger social and 

economic good. In this respect, Wafa and 

Tatiana, (2012) believe that entrepreneurial 

initiatives of university students can 

alleviate youth unemployment while 

creating ventures in a variety of industrial 

and service sector. Research demonstrates 

that young university graduates exhibit the 

highest propensity towards starting a firm 

and the potential to start innovative new 

ventures (Luthje and Franke, 2004 & Bosma 

and Levie, 2009). Policy makers and 

entrepreneurial educators, therefore, have 

by and large shown a much needed but half-

hearted tendency towards identifying the 

factors promoting the entrepreneurial 

intentions among youth. 

Mitchell, et. al., (2000) for example 

came up with the findings that future 

research on entrepreneurial intentions 

should focus on social cognitive categories 

(i.e., person, context, cognition and 

motivation). Recently, Linan, et. al., (2011), 

argued that the cognitive level is influenced 

by individual perceptions towards venturing 

together with personal, sociological and 

environmental variables. Similarly Wang 

and Wong, (2004) explained entrepreneurial 

interest based on personal background. The 
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study revealed that gender, family business 

experience and education level were 

significant factors in explaining 

entrepreneurial interests. The study of 

Henerson and Robertson, (2000) also 

provided a useful insight into the perception 

of young adults on entrepreneurship. The 

study shows that the respondents perceived 

entrepreneurs mostly with their innate 

characteristics. Scott and Twomey, (1988) 

analysed the ambitions of prospective 

entrepreneurs and identified parental 

influence and work experience as significant 

factors. The study of Begley, et. al., (1997) 

compared the role of socio-cultural factors 

in a four-dimensional model. The study 

indicated that only social status of 

entrepreneurs might be predicted as a factor 

to start a business. In their cross-cultural 

study, Lee, et. al., (2005) investigated the 

differences in the attitude towards venture 

creation in four countries. The study 

revealed that each country should provide a 

customised entrepreneurship education to 

foster entrepreneurship considering their 

unique cultural contexts. Amidst these 

diverse findings and arguments, Krueger, et. 

al., (2000) argued that the key lies in 

examining those deep beliefs that are behind 

the cognitive forces, entrepreneurial 

attitudes, intentions and actions. 

In context to this, many 

entrepreneurial models have tried to 

delineate the main elements involved in the 

entrepreneurial actions. Inarguably, the 

most popular among all these is the Theory 

of Planned Behaviour (Ajzen, 1987). 

Planned behaviour model grounded in 

cognitive psychology literature is based on 

the premise that human behaviour is 

planned and is therefore preceded by 

intention towards the behaviour (Ajzen, 

1987 & 1991). It asserts that the intention is 

an accurate predictor of planned behaviour, 

especially in cases where the behaviour is 

difficult to observe, rare, or involves 

unpredictable time lags (Anuradha and 

Meghna, 2008). Entrepreneurial behaviour 

displays these characteristics, explaining 

why most empirical studies on 

entrepreneurship have resorted to Theory of 

Planned Behaviour to the study of 

entrepreneurship from a cognitive 

psychological perspective (Krueger, Reilly 

and Carsrud, 2000;  Kolvereid and Isaksen, 

2006; Anuradha and Megna, 2008;  Aizzat, 

et. al., 2009; Linen, et. al., 2011; Wafa and 

Tatiana, 2012). In Azjen’s model (1987), 

intentions are determined to a large extent 

by three main factors: (1) the personal 

attitudes towards the planned behaviour, (2) 

the social norms about the planned 

behaviour, or the perceptions of what 
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‘reference people’ in respondents’ lives 

think about performing the behaviour, and 

(3) the Perceived Behavioural Control 

(PBC) over the intended behaviour. The 

personal attitudes towards the behaviour 

depend on the expectations and beliefs 

about the personal utilities resulting from 

the behaviour and include outcomes such as 

personal wealth, autonomy, or community 

benefits (Shapero and Sokol, 1982 & 

Krueger, et al., 2000). To a large extent, it 

overlaps with Shapero’s construct of 

perceived desirability of the Entrepreneurial 

Event Model (EEM) (Shapero and Sokol, 

1982). Perceived social norms tap into the 

most important social influences (for 

example, family and friends) including any 

“role models” or “mentors” (Krueger, et. al., 

2000). Finally, the perceived behavioural 

control overlaps with Bandura’s view of 

perceived self-efficacy or the perceived 

ability to execute the target behaviour 

(Azjen, 1987 & Krueger, at. al., 2000) and 

with Shapero’s concept of perceived 

feasibility (Shapero and Sokol, 1982). 

Nevertheless, both approaches have been 

widely used to study entrepreneurship and 

interestingly though, some studies have 

tried to compare their relative explanatory 

strengths (Krueger, Reilly and Carsrud, 

2000). Nonetheless, results have always 

been consistent with the applicability of the 

theory of planned behaviour (Linan, et. al., 

2011).  

Apart from looking through the 

intention line at entrepreneurship, Krueger, 

et. al., (2000) argued that exogenous or 

demographic variables operate indirectly on 

the intentions provided they change the 

decision maker’s attitude. TPB and Event 

Model do not include them (Krueger, Reilly 

and Carsrud, 2000). In the same way 

inclusion of environmental factors in these 

intention models is still rare (Linan, et. al., 

2011). Keeping in view these limitations 

associated with the above models, this paper 

uses TPB with addendum constructs of 

personal and social valuation of 

entrepreneurship made by Linan, et. 

al.,(2011).  The purpose therefore is to study 

the regional variations of entrepreneurial 

cognition in India. The model has been 

tested in Spanish setting with fairly good 

results. Thus, the improved model of TPB is 

used for the first time in Indian context. The 

model embodies both motivational factors 

and environmental factors. 

Planned Behaviour and Entrepreneurial 

Intentions 

Theory of Planned Behaviour underlines 

three attitudinal antecedents of intention in 

the creation of a new firm: Attitude toward 

Behaviour (in our case attitude towards firm 

creation), Subjective Norms and Perceived 
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Behavioural Control (Ajzen, 1991). First 

two reflect the perceived desirability of 

intentions and the third reflects perceived 

feasibility of intentions and is thus related to 

perceptions of self-efficacy (Boris and 

Vuuren, 2008). The attitude towards 

behaviour is defined as an individual’s 

overall evaluation of behaviour. According 

to TPB, the attitude towards behaviour is 

determined by the total set of accessible 

behavioural beliefs linking the behaviour to 

various outcomes and other attributes. In 

addition, the strength of each belief is 

weighted by the evaluation of the outcomes 

(Ajzen, 1991). Thus, as argued by Moriano, 

et. al., (2011) two people may hold an 

equally strong belief that entrepreneurship 

involves facing new challenges, but one of 

them may view these challenges positively 

while the other may consider them 

unpleasant. This two-element process of 

attitude formation allows us to explain why 

persons holding different beliefs may 

exhibit identical attitudes, and vice versa. 

The second motivational factor is Subjective 

Norms, which is defined as the individuals’ 

perception of the social pressures to engage 

(or not to engage) in entrepreneurial 

behaviour (Ajzen, 1991). The subjective 

norm consists of two components: 

normative beliefs and the motivation to 

comply with these beliefs (Ajzen & 

Fishbein, 1980). Normative beliefs concern 

the perceived probability that important 

‘reference people’ or groups will approve or 

reject a given behaviour (in our case starting 

a firm); they set the norm that specifies how 

the subject should behave. The second 

component, motivation to comply, reflects a 

person’s willingness to conform to these 

norms, i.e. to behave in keeping with the 

expectation of important referents. 

Depending on the social environment, these 

pressures can become a trigger or a barrier 

to the development of an entrepreneurial 

career (Moriano, et. al., 2011).  

 The third motivational factor in the 

theory of planned behaviour is PBC. It is 

the perceived easiness or difficulty of 

becoming an entrepreneur (Ajzen, 1991). 

The importance of this variable in the new 

firm creation process resides in its 

predictive capacity, as it reflects perception 

that an individual will be able to control that 

behaviour (Ajzen, 2002). This concept is 

similar to the self-efficacy (or even the 

same, see Bandura, 1982). Both concepts 

are concerned with the perceived ability to 

perform a behaviour, e.g., starting a new 

firm (Moriano, et. al., 2011). However 

Ajzen, (2002) specified that PBC is a wider 

construct, since it encompasses not only 

self-efficacy but also perceived 

controllability of the behaviour.  
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The TPB has been successfully used 

to explain entrepreneurs’ start-up intentions 

(Krueger et al., 2000) and outcomes 

(Kolvereid and Isaksen, 2006). There is no 

dearth of studies that have tested the TPB 

framework specifically in the context of 

university students’ entrepreneurial 

intentions (see for example by Wafa and 

Tatiana, 2012; Liñan, et. al., 2011; Gallant, 

et. al., 2010; Soutaris, et. al., 2007 and 

Lüthje and Franke, 2003). Kolvereid (1996) 

tested the model on business students and 

found strong support for TPB. Krueger, et. 

al., (2000) compared the predictive power 

of the TPB model to Shapero’s model of the 

entrepreneurial intent and found strong 

statistical support for both models, which 

led them to conclude that intentions models 

would predict behaviour better than either 

individual (for example, personality) or 

situational (for example, employment 

status) variables. Recent studies by Wafa 

and Tatiana, (2012) among Saudi University 

Students, Liñan, et. al., (2011) among 

Spanish university students, Soutaris, et. al., 

(2007) among British and French university 

students, Lüthje and Franke, (2003) among 

students at the MIT School of Engineering, 

and Gallant, et. al., (2010) among female 

business students in Dubai has largely 

validated the key tenets of the TPB 

framework in a variety of cultural and 

institutional contexts. What looks missing in 

the literature are the evidences from India. 

Nevertheless, the adoption of TPB to 

study entrepreneurial behaviour in different 

contexts and scenarios has not gone without 

criticism. Brannback, et. al., (2007) argued 

that start-up is a complex behaviour not 

completely under the control of would-be 

entrepreneur. Similarly, Autio, et. al., 

(2001) found that social norm is not always 

significant in explaining entrepreneurial 

intention. On the other hand, many 

researchers have identified numerous 

variables as a predisposition to 

entrepreneurial behaviour. In this sense, 

some demographic characteristics, such as  

age (Levesque and Minniti, 2008) or labour 

experience (Cooper, et. al., 2004) have been 

found playing a role in entrepreneurial 

intentions. Similarly the existence of role 

models within the family is often mentioned 

as a motivational factor to entrepreneurship 

(Matthews and Moser, 1996).  

Resultantly the literature on the 

effectiveness of TPB in the prediction of 

start-up intentions, particularly in the 

regional contexts is limited and still 

undergoing empirical testing. Therefore, we 

propose: 

H1a: Attitude towards behaviour has a 

positive influence on entrepreneurial 



Volume |5  Issue |1                                                                              |  ISSN 2319-5576 

APOTHEOSIS:  Tirpude’s National Journal of Business Research (TNJBR) 

 

intentions of students irrespective of the 

regional differences. 

H1b: Subjective norm has a positive 

influence on entrepreneurial intentions of 

students irrespective of the regional 

differences. 

H1c: Perceived behavioural control has a 

positive influence on entrepreneurial 

intentions of students irrespective of the 

regional differences. 

Environmental factors 

Environmental factors refer to those 

environmental attributes that surrounds the 

individual (Grundsten, 2004). According to 

Luthje and Franke, (2003), environmental 

factors can facilitate or impede 

entrepreneurial activities, and they play an 

important role in the formation of an 

individual’s intention to create new venture. 

Similarly, Social learning theory, 

propounded by Bandura, (1997), state that 

environmental factors play a great role in 

the direction of human cognition. 

Resultantly, human behaviours are shaped 

by stimuli received from the external 

environment. These environmental stimuli 

have been divided into informal and formal 

factors (North, 1990 & 2005) and affective 

and rational factors (Gartner, 1989). Both of 

them claim a signified role in the 

entrepreneurial process. This paper focuses 

primarily on the North’s informal factors 

given their acclaimed psycho-cognitive 

manifestations (Linan, 2011). Among the 

various cognitive factors influencing the 

level of entrepreneurship across nations and 

regions, culture has been widely researched 

as a construct affecting entrepreneurship. 

Since extensive research at the 

psychological level shows a link between 

values, beliefs and behaviour, it is plausible 

that differences in culture, in which these 

values and beliefs are imbedded, may 

influence a wide range of behaviours 

including the decision to become self-

employed rather than to work for others 

(Mueller and Thomas, 2000). 

Using this logic several studies have 

explored the relationship between various 

aspects of culture and entrepreneurial 

behaviour across cultures (Huisman, 1985; 

McGrath and MacMillan, 1992; Davidsson, 

1995; Tiessen, 1997; Lee and Peterson, 

2000; Busenitz, Gomez and Spencer, 2000; 

Mueller and Thomas, 2000; Wennekers, 

Noorderhaven, Hofstede and Thurik, 2001). 

Hofstede, (2001) defined culture as “the 

collective programming of the mind that 

distinguishes the members of one group or 

category of people from another.” Linan, et. 

al., (2011) studied culture as an informal 

environmental factor from individual’s 

‘closer’ and ‘wider’ standpoints. Lent, et. 

al., (2000) suggested that the immediate 



Volume |5  Issue |1                                                                              | ISSN  2319- 5576 

Do regions matter in entrepreneurial intentions? Applicability of Theory of Planned 

Behaviour in the Indian Context. 

 

9 
 

personal environment (personal valuation) 

as well as the broader socio-cultural context 

(social valuation) influenced an individual’s 

career choice. Aizzat, et, al. (2009) argued 

that positive attitudes of the surrounding 

community (social valuation) concerning 

entrepreneurship are likely to increase one’s 

desire to engage in entrepreneurial 

activities. Similarly individuals who 

experience a positive view on 

entrepreneurship among their immediate 

contacts (personal valuation) are more likely 

to have greater intention to become 

entrepreneurs. Scholten, at. el., (2004) 

found that the image of entrepreneurship 

within a socio-cultural milieu has a positive 

effect on entrepreneurial intention. 

Specifically, the broader socio-

cultural context is assumed to exert its 

influence through the immediate personal 

environment on career choice decisions. 

With regard to entrepreneurial career 

decisions it thus seems plausible that culture 

influences entrepreneurial intentions 

through social norms, which are linked to 

the immediate personal environment (Lent, 

et, al., 2000). Against this backdrop, we 

hypothesise that: 

H2a: Closer valuation has a positive impact 

on the attitude towards behaviour 

independent of regional variations. 

H2b: Closer valuation has a positive impact 

on subjective norms independent of regional 

variations. 

H2c: Social valuation has a positive impact 

on subjective norms independent of regional 

variations. 

H2d: Social valuation has a positive impact 

on perceived behavioural control, 

independent of regional variations. 

Profile of the sample regions 

The state of Jammu and Kashmir 

particularly Kashmir vale needs no 

introduction to the world. Some call it 

“Asian Switzerland” and some “Paradise on 

Earth”. The state of Jammu and Kashmir 

comprising the extreme western sector of 

Himalayas is land locked. The majestic 

heights of its snow-capped mountains, 

gurgling streams, green meadows, 

enchanting lakes and its picturesque lush 

green forests offer some of the liveliest 

scenic beauty spots. In consonance with the 

pronounced rural character of the population 

in the State, the occupational distribution is 

biased in favour of agriculture. Leaving 

aside Ladakh which has little vegetation, the 

State of Jammu and Kashmir is richly 

endowed with forests. The state is also 

known to have occurrence of coal, lignite, 

copper, lead, Zinc, cobalt, limestone, 

bauxite, borax and other precious stones. 

J&K is largest producer of Apple, Walnut, 



Volume |5  Issue |1                                                                              |  ISSN 2319-5576 

APOTHEOSIS:  Tirpude’s National Journal of Business Research (TNJBR) 

 

Almond and many other temperate dry and 

fresh fruits and holds number one position 

in saffron production in India besides being 

a major exporter of superior quality carpets, 

wooden art, embroiderical clothes and many 

other valuable crafts. Also the state has 10 

Universities and 54 Government Degree 

colleges. 

The literacy rate of J&K is 67.16% 

with male literacy of 76.75% and female 

literacy of 49.12% (census 2011). During 

the decade 2001-2011, literacy rate 

increased from 55.50% to 67.16% in the 

State as against 64.84% to 74.04% at the 

national level. Although, the literacy rate of 

the state is well short of the rate recorded at 

the national level, yet figures reveal that the 

rate of increase in the literacy in the state is 

faster than at the national level. Besides the 

state has the majority of its population 

professing religion of Islam where as the 

rest of the country has 80.55% Hindu 

population. 

J&K economy is a high cost 

mountain economy & has a number of 

characteristics that pose special 

development challenges. The State is 

especially vulnerable to external events, 

natural disasters, that cause high volatility in 

its State Domestic Product and it suffers 

from limited capacity in the public and 

private sectors. The State has not only 

maintained the increasing growth trajectory 

since 2009-10 but accelerated it further to 

new heights especially during 2011-12 and 

2012-13 when the growth rate clocked to 

over 6%, better than the national level. As 

per the advanced estimates of Gross State 

Domestic Product (GSDP) at constant prices 

(2004-05), the State economy was expected 

to grow at 7.01 per cent during 2012-13 as 

compared to 6.22 percent in 2011-12 (Quick 

estimates) and 5.96 percent in 2010-11 

(Quick estimates). However, in absolute 

terms, the GSDP at constant (2004-05) 

prices is estimated at Rs. 43627.83 Crore in 

2012-13 (Advanced estimates) as against 

Rs. 40770.83 Crore in the year 2011-12 

(Quick estimates). The GSDP at current 

prices is estimated at Rs. 76115.29 Crore in 

2012-13 (Advance estimates). 

NABARD has been implementing 

the Rural Entrepreneurship Development 

Programme (REDP) which aims at assisting 

the rural educated youth to take up income 

generating economic activities in the rural 

areas and augment employment 

opportunities for others as well. The number 

of unemployed youth registered in various 

District Employment & Counselling Centres 

(DECCs) of the J&K State is 5.94 lakhs 

ending September 2012 of which 62% were 

matriculates and above, 14% graduates and 

13% literate unemployed below 
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matriculation. These categories of 

unemployed persons alone constitute 89% 

of the total youths registered with DECCs. 

Sheri-Kashmir Employment & Welfare 

Programme for the Youth (SKEWPY) is the 

state policy on employment aiming at 

addressing many issues relating to 

unemployment. Jammu and Kashmir 

Entrepreneurship Development Institute 

(JKEDI)- established to usher in the pro-

entrepreneurial ecosystem in the state-has 

trained 2766 candidates in various sectors in 

95 batches. 1392 DPRs have been submitted 

to the bank of which the bank disposed of 

1290 DPRs. Additionally, Seed Capital 

amounting to Rs. 21.60 Crore have been 

released in favour of 615 candidates. The 

Government has planned to create 5 lakh 

job opportunities in the State under the 

programme in the coming five years in 

various employment generating sectors. 

Research Instrument 

An Entrepreneurial Intention Questionnaire 

(EIQ) used for this study is a modified 

version of Linan and Chen, (2009). This 

newly developed questionnaire is based on 

the extant theoretical and empirical 

literature about the application of the theory 

of planned behaviour to entrepreneurship 

(Linan, et. al., 2011).  The questionnaire is 

divided into two parts: first part which 

contains 20 items measure four constructs 

of Theory of Planned Behaviour on a seven 

point Likert Scale. Another part which 

includes eight items measures social and 

closer valuation of entrepreneurship in the 

respondents’ environment. 

Sample and data collection 

The structured questionnaires were 

administered on post-graduate Commerce 

and Management students during a class 

session, with prior authorization from the 

concerned professor. This is a convenience 

sample very often used in entrepreneurship 

research (see for example, Kolvereid, 1996; 

Tkachev and Kolvereid, 1999; Krueger, 

Reilly, and Carsrud, 2000; Fayolle and 

Gailly, 2005 & Veciana, Aponte, and 

Urbano, 2005). To understand the regional 

variation in entrepreneurial intentions, two 

different regions of the Jammu and Kashmir 

State were selected for the analysis. Two 

premier Universities of the state in each 

region were chosen: University of Jammu 

and University of Kashmir. The fieldwork 

was carried out from February to March-

2013.  

Data Screening 

Data screening (sometimes referred to as 

data screaming) is the process of ensuring 

that data is clean and ready to go before 

conducting further statistical analyses 

(Gaskin, 2012). Data must be screened in 

order to ensure the data is useful, reliable, 
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and valid for testing causal theory. Using 

O’Brien, (2007) guidelines, case screening 

was conducted on the data. Both visual 

inspection and other technical screening 

methods were employed to screen out 

influential cases. Data cases with missing 

data more than 10% were eliminated, and 

for cases lesser than 10%, Median 

Replacement Method (Gaskin & Lynch, 

2003) was employed. For un-engaged 

responses (someone who responds with the 

same value for every single question), 

which have a tendency to influence the data 

in a negative way, Zero/Lesser-Standard 

Deviation Technique (using Microsoft 

Excel) was used to screen them out. Outliers 

are another issue that has the potential to 

influence the data. Visual inspection of 

Normal Q-Q Plots and Box-Plots was 

conducted to remove the extreme cases.  

Sample characteristics 

The final sample was made up of 160 usable 

questionnaires, 66 of which, were from 

Jammu and 94 from Kashmir region. Out of 

the total students, 65% belonged to 

Commerce discipline and the remaining 

35% were from Management programme. 

The mean age of the respondents stood at 23 

years. At least 11.2% students were found 

with employment experience. A further 

breakdown of data revealed 49.4% were 

males and the remaining women 

respondents. Regarding the fathers 

education, 41.2% respondents reported that 

their father had education up to intermediate 

level followed by University (35%), 

primary (15%) & vocational training (4%). 

Concerning father’s occupation, 36% of the 

respondents had their father working in 

Public sector. Percentage of Self-employed 

father/entrepreneur stood at 30.6%. 

Regarding the economic strength of 

respondents, 47.5% reported the monthly 

income of Rs. 20000. 24.4% fell within the 

income bracket of 20000-40000. Only 6.2% 

reported income above Rs. 100000. The 

data was put in SPSS 20. 

Results 

At the outset exploratory factory analysis 

using principal component analysis with 

Varimax rotation method was carried out on 

both the parts of research instrument. The 

factor analysis helped to explain the 

variability among observable variables and 

paved the way for eliminating the items that 

did not load on the expected component for 

this sample. After running the component 

factor analysis on the first part of the 

instrument, four manifest variables did not 

load on the expected latent component and 

were thus eliminated. A new component 

analysis was performed for the 16 

remaining items (Table I). This time most of 

the items loaded on the expected latent 
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component with exception being two 

variables which loaded on two components 

simultaneously. This issue had also surfaced 

to the developer of the EIQ who decided to 

keep the multi-loaded items given the 

novelty of the questionnaire. Following the 

originator of the scale such items were 

retained in this research too. The Kaiser–

Meyer–Olkin (KMO) measure of sampling 

adequacy was notably high (0.852) and 

Bartlett’s test of sphericity was significantly 

high too (p<.001). Both measures suggest 

factor analysis to be an adequate instrument 

to use. Moreover, cumulative variance 

explained was 58.295%. 

Table I: Rotated component matrix (Planned Behaviour Constructs) 

 
Component                                       Communalities 

Items EI PBC SN ATB Initial Extraction 

Starting A Firm And Keeping Viable  .804   1.000 .679 

Attraction towards entrepreneurship     1.000 .510 

Friends approval towards being entrepreneur   .862  1.000 .777 

Ready to being entrepreneur .449 .460   1.000 .460 

Ready to make effort to start business .505    1.000 .524 

Control over creation process  .623   1.000 .472 

Family approval to start business   .642  1.000 .634 

Approval from colleagues   .539 .316 1.000 .595 

To be anything but entrepreneur    .404 1.000 .625 

Determined to create venture in future .664    1.000 .613 

High chances of being successful  .518   1.000 .394 

Entrepreneurship satisfaction .718    1.000 .708 

Difficult to develop business idea    .853 1.000 .764 

Entrepreneur being professional goal .616    1.000 .632 

Entrepreneurship advantageous .599    1.000 .531 

Knowing practical details about business  .613   1.000 .410 

Reliability .839 .710 .650 .610   

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization. 
Rotation converged in 9 iterations. Loadings below .30 excluded. 

 

Similarly, exploratory factory 

analysis using principal component 

analysis with Varimax rotation method 

was performed on the second part of the 

instrument measuring social-value items in 

respondents’ immediate and large 

environment (Table II). Initially two items 

failed to load on the expected factor and 

were eliminated from the further analysis.  

 

 

 

 

 

 

 



Volume |5  Issue |1                                                                              |  ISSN 2319-5576 

APOTHEOSIS:  Tirpude’s National Journal of Business Research (TNJBR) 

 
 Table II: Component analysis of entrepreneurial valuation (rotated component matrix) 

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

Loadings below .30 excluded. 

Component analysis was run again and 

this time all the six items loaded on the 

expected two latent components. KMO 

measure was 0.598 (higher than the usual 

0.5 threshold) and Bartlett’s test was 

highly significant (p<.001). Cumulative 

variance explained was 58.067%. Table II 

presents the results of the factor analysis, 

together with communalities and 

Cronbach’s alphas. The table reveals poor 

Cronbach’s alpha for component two 

representing social valuation, therefore its 

interpretation needs to be taken with 

caution. It is emphasised here that it is 

commonly assumed that items comprising 

each construct should present loadings 

above 0.700, but a level above 0.6 might 

be acceptable for newly developed 

measures (Roldan and Leal, 2003).  

Regression Analysis 

In order to examine the relative 

contribution to entrepreneurial intentions 

in a joint and sub-samples, Multiple Linear 

Regression was carried out. As depicted by 

the Table III, correlation coefficient ‘R’ 

which measures the fit of a model between 

observed values of the response variable 

and the values predicted by the model is 

significantly high at 0.774 for joint 

sample. Subsequently, data was split into 

two groups based on the region. 

Resultantly separate regressions models 

were produced for each region. Sub-

sample A (Jammu) produced ‘R’ of 0.731 

and relatively higher 0.796 for Kashmir 

(Sub-sample B).

  

 

 

 

 
Component Communalities 

 
Internal 

valuation 

Social 

valuation 

      Initial Extraction 

Valuation by immediate family .709  1.000 .528 

Role in economy  .781 1.000 .617 

Valuation by friends .835  1.000 .715 

Valuation by most people  .746 1.000 .595 

Entrepreneurs take advantage of others  .615 1.000 .395 

Valuation by colleagues .788  1.000 .633 

Reliability .684 .640   
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Table III: Correlation coefficient and coefficient of determination 

Model R R Square Adjusted R Square 
Std. Error of the 

Estimate 

I 

Joint 

Sample 

.774a .599 .588 .94396 

II 

Jammu 
.731a .534 .512 .85364 

III 

Kashmir 
.796a .633 .621 .99461 

a. Predictors: (Constant), Attitude towards Behaviour, Perceived Behavioural Control, Subjective Norms 

Also the coefficient of determination 

denoted by R
2 

is
 
moderately high in all the 

three scenarios, indicating more than half 

of the variation in entrepreneurial 

intentions was explained by the model. 

Moreover, Table IV supports the model-fit 

value (p<0.001) for the joint model and 

models controlled by region. Table V 

depicts the respective contribution of 

independents constructs to the response 

variable, i.e., entrepreneurial intentions. 

There are several non-significant 

coefficients, indicating few variables do 

not contribute much to the model. 

Perceived Behavioural Control (PBC) and 

Subjective norms were found rather 

significant at conventional levels and have 

positive relationship with entrepreneurial 

intention in the joint sample. However 

among all the three motivational 

antecedents, PBC is the most influential 

factor (t=10.43) on the entrepreneurial 

intention followed by subjective norms. 

Interestingly, ATB has been found 

negatively related to entrepreneurial 

intentions. The coefficient of -0.145 is 

statistically significant (p<0.05).  

Table IV: ANOVA 

Model Sum of Squares Df Mean Square F Sig. 

I 

Regression 205.942 4 51.485 

57.781 .000 Residual 138.113 155 .891 

Total 344.055 159  

II 

Regression 51.784 3 17.261 

23.688 .000a Residual 45.179 62 .729 

Total 96.963 65  

III Regression 153.721 3 51.240 51.797 .000a 
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Residual 89.032 90 .989 

Total 242.753 93  
a. Predictors: (Constant), Region, Attitude towards Behaviour, Perceived Behavioural Control, Subjective Norms 

 b. Dependent Variable: Entrepreneurial Intention 

Table V: Regression coefficients of Joint and Sub-Samples 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

I (Constant) .740 .342 
 

2.166 .032 

PBC .730 .070 .608 10.434 .000 

SN .258 .058 .271 4.489 .000 

ATB -.184 .067 -.145 -2.726 .007 

II (Constant) 1.079 .468  2.304 .025 

PBC .743 .105 .692 7.092 .000 

SN .096 .090 .109 1.065 .291 

ATB -.124 .099 -.116 -1.249 .216 

III (Constant) .574 .484  1.187 .238 

PBC .715 .094 .566 7.578 .000 

SN .333 .075 .338 4.454 .000 

ATB -.198 .092 -.144 -2.147 .034 

a. Dependent Variable: Entrepreneurial Intention; I=joint sample; II Sub-sample A; III=Sub=sample B 

Statistically, regression models are 

susceptible to multicollinearity issues. It is 

a statistical phenomenon in which two or 

more predictor variables in a multiple 

regression model are highly correlated. In 

such a situation coefficient estimates may 

change erratically in response to small 

changes in the model or the data. Usually 

variance in the dependent variable as 

explained by one predictor is also 

explained by other variables. Although it 

does not reduce the predictive power or 

reliability of the model as a whole, 

however it may affect calculations 

regarding individual predictors. Problem 

emanates when the value of the part and 

partial correlations drop sharply from zero 

order correlation.  

Table VI: Detection of Multicollinearity 

Tolerance VIF 

.759 

.709 

.913 

.987 

1.318 

1.411 

1.095 

1.013 
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However in this study, the model did not 

suffer from the problem of 

multicollinearity. This is supported by the 

tolerance and VIF and Tolerance values in 

Table VI. It is further emphasised here that 

a tolerance of less than 0.20 or 0.10 and /or 

a VIF of 5 or 10 and above indicates a 

multicollinearity problem. Against all the 

given standards in available research (for 

example Sánchez and Roldán, 2005; 

Alsos, et. al., 2006) the above model is far 

from multicollinearity. It is to be stressed 

that some researchers mention greater than 

2 VIF as a multicollinearity problem. 

Again if this yardstick is used still the 

model is immune from multicollinearity. 

Table VII: Correlation Matrix 

Variable                                                           1         2            3            4           5            6           
 

II: Sub-sample A         

Entrepreneurial Intention     1        

Perceived Behavioural Control .720
**

    1       

Subjective Norms .385
**

 .459
**

    1      

Attitude Towards Behaviour .055 .191 .357
**

    1     

Closer Valuation .443
**

 .502
**

 .382
**

 .317
**

    1    

Social Valuation .256
*
 .174 .124 .355

**
 .272

*
 1   

III :Sub-Sample B         

Entrepreneurial Intention 1        

Perceived Behavioural Control .741
**

 1       

Subjective Norms .579
**

 .478
**

 1      

Attitude Towards Behaviour -.127 -.095 .209
*
 1     

Closer Valuation .466
**

 .426
**

 .348
**

 .067 1    

Social Valuation -.183 -.093 -.127 .187 -.062 1   

**. Correlation is significant at the 0.05 level (2-tailed). 

*. Correlation is significant at the 0.01 level (2-tailed). 
Comparative results for both sub-samples 

and joint sample vary as expected. However 

coherence between the sub samples and 

joint sample can also be noted. As revealed 

by the Table V, ATB has been found 

influencing negatively entrepreneurial 

intentions in sub-sample B (β =-0.144; t=-

2.147; p=<0.05) whereas the same 

coefficient in Sample A is statistically 

insignificant (β=-0.116; t=-1.249; 

p=>0.05) Therefore, H1a could not be 

proved. Subjective norm has shown 

statistically significant regional variation in 

both the sub-samples under reference. In 

Sample-A the prediction is statistically 

insignificant with p value>0.05, 

nevertheless the coefficient of prediction is 

significant in Sub-sample B (β=0.338; 

t=4.45; p<0.05). Therefore we could not 

confirm H1b too. However, PBC is the most 
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consistent predictor in both the regions 

under reference. The predictor is explaining 

statistically significant variance in 

entrepreneurial intentions in both the 

regions with p=<0.05. Consequently H1c is 

confirmed. 

Environmental factors which include 

social and personal valuation of 

entrepreneurship in the respondents’ larger 

and immediate environment respectively, 

and the influence they make on the 

hypothesised constructs of theory of 

planned behaviour were also tested using 

correlation analysis. Closer valuation in 

both the sub-samples has been found 

impacting on the Subjective norms (Table 

VII). In sub-sample A the correlation 

coefficient of 0.382 and 0.348 in sub-

sample B is statistically significant at 5% 

significance level. Therefore we accept H2b 

hypothesis. However, relationship of closer 

valuation with ATB is different in both 

regions. In sub-sample A this relationship is 

statistically significant (p <0.05), where as 

the vice-versa was found in sample B, 

therefore H2b could not be confirmed. On 

the other hand, Social valuation was not 

found correlating with either Subjective 

norms or PBC therefore H2c and H2d were 

also rejected. 

 

 

Discussion 

Ajzen, (1991) stated as a general rule, 

the more favourable the attitude and 

subjective norm with respect to behaviour, 

and the greater the perceived behavioural 

control, the stronger should be an 

individual’s intention to perform the 

behaviour under consideration. As a caveat 

to this rule, he further argues that the 

relative importance of attitude, subjective 

norm, and perceived behavioural control in 

the prediction of intention is expected to 

vary across behaviours and situations. Thus, 

in some applications it may be found that 

only attitudes have a significant impact on 

intentions, in others that attitudes and 

perceived behavioural control are sufficient 

to account for intentions, and in still others 

that all three predictors make independent 

contributions (Ajzen, 1991). Autio, et. al., 

(2001) in an empirical analysis showed a 

weak influence of subjective norm on 

entrepreneurial intention with perceived 

behavioural control emerging as the most 

important predictor of entrepreneurial 

intention. Similarly Krueger, et. al., (2000) 

and Wafa and Tatiana, (2012) also found 

weak support for Subjective norms as a 

predisposition to entrepreneurial intentions. 

Engle, et. al., (2010), however found weak 

link for other two pillars of the TPB but 

only social norms appeared as a strong 
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predictor of entrepreneurial intentions. On 

the other side Kolvereid, (1997), Tkachev & 

Kolvereid, (1999), and Souitaris, et. al., 

(2007) found all the three pillars of TPB 

having significant influences on self-

employment intentions. Such conflicting 

findings may be attributed, but not limited 

to the measurement diversities and the 

contextual factors.  

Out of the three constructs of the TPB 

model, PBC was found the most 

consistently, significantly and positively 

associated construct with entrepreneurial 

intentions. The importance of this variable 

resides from its predictive capacity, as it 

reflects the perception that the individual 

will be able to control the behaviour, i.e., 

starting a firm (Ajzen, 2002 & Linan, et. al., 

2011). Its predictive power has been 

confirmed by several empirical studies 

(Kolvereid, 1996; Krueger et al., 2000 & 

Wafa and Tatiana, 2012). This study adds to 

this body of empirical evidence. The finding 

about the strong effect of perceived 

behavioural control on entrepreneurial 

intentions offers a potential explanation. 

Therefore, university educators may want to 

enhance PBC if they intend to increase the 

level of entrepreneurial intention on 

campus. For example, in addition to 

providing general success stories, it may be 

helpful to provide cases of entrepreneurs 

who are university alumni. Also, university 

educators may help provide some financial 

support, even if limited, for students who 

want to test their ideas on a smaller scale. 

The success of pilot testing can help 

increase the perceived feasibility concerning 

future ventures. 

Attitude toward behaviour has been 

found very weak in all the three scenarios. 

Findings from the GEM surveys suggest 

that in factor-driven and efficiency-driven 

countries, those with the highest fear of 

failure rates have the lowest intentions to 

start businesses (Bosma and Levie, 2009). 

In a similar setting (rural entrepreneurs in 

Spain), Vaillant and Lafuente, (2007) found 

the social stigma associated with 

entrepreneurial failure had a significant 

negative effect upon entrepreneurial 

activity. Wafa and Tatiana, (2012) also 

contended that the effect of the fear of 

failure may be particularly strong in the 

Muslim countries which have been found to 

be highly group-oriented, hierarchical, 

masculine and low on future orientation. 

Muslims are socialized to obey government 

authorities, parents and elderly people. This 

emphasis on social conformity, instead of 

promoting individual initiatives leads to 

acquiescence to group norms and fear of 

social disapproval (Zahra and Yavuz, 2007). 

Thus, we call for future studies on the role 



Volume |5  Issue |1                                                                              |  ISSN 2319-5576 

APOTHEOSIS:  Tirpude’s National Journal of Business Research (TNJBR) 

 

of perceived behavioural control and fear of 

failure, in particular, in shaping 

entrepreneurial intentions in the context of 

the Muslim societies of India. 

Linan, et. al., (2011) reported social 

and internal valuation constructs have 

positive correlation with the subjective 

norms and PBC, the contrasting results in 

this research could be attributed to the 

unique cultural factors prevalent in the 

developing societies relative to factors 

observed in developed societies like Spain 

where the two constructs were measured for 

the first time. Moreover, society’s 

inclination towards government jobs is a 

peculiar characteristic of Indian sub-

continent. Also measurement errors 

particularly with regard to the language 

used in the questions cannot be ruled out. 

Conclusion  

In this study, an attempt was made to 

explore the entrepreneurial intentions of 

youth, an under-researched topic in this part 

of world, yet one with important theoretical 

and public policy implications. Ajzen’s 

(1987 & 1991) TPB and Linan’s Social 

Valuation (1977) theory were used as 

theoretical anchors for this study. 

First of all, the results show that 

there is a presence of entrepreneurial 

intention among the students under study, 

and that a large portion of these students 

have rather strong entrepreneurial intention. 

This study may bring more awareness for 

educators so they can help nurture the 

valuable spirit among the students and thus 

possibly bring out more entrepreneurs.  

The results largely validated the 

predictive power of the TPB model in the 

Indian context. This is consistent with a 

growing body of empirical evidence from a 

variety of cultural and institutional contexts, 

such as Norway (Kolvereid, 1996), United 

State of America (Krueger, et. al., 2000), 

France and the United Kingdom (Soutaris, 

et. al., 2007), Spain (Liñan et al., 2011), 

Saudi Arabia (Wafa and Tatiana, 2012). In 

sum, the results from our exploratory study 

suggest the TPB model is an appropriate 

theoretical anchor to study the 

entrepreneurial intentions of university 

youth in Jammu and Kashmir and 

potentially, in the broader context of the 

whole India. 

Therefore, the introduction of 

targeted entrepreneurship programs, 

internships, and other “hands-on” business 

experiences, coupled with broad private-

public partnerships in university research 

and the creation of business incubators 

inside a campus can be extremely fruitful in 

fostering entrepreneurship among university 

students. The Sheri Kashmir Employment 

and Welfare Programme for Youth 
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(SKEWPY), and initiatives of Jammu and 

Kashmir Entrepreneurial Development 

Institute (JKEDI) is one example of the new 

public initiatives that are facilitating 

resource transfer and knowledge spillovers 

to the grass-root level in the region. 

However, there is an urgent need to broaden 

these public-policy initiatives aiming at 

nurturing the entrepreneurial landscape to 

create more inclusive and sustainable 

avenues for prospective entrepreneurs. 

Moreover, these initiatives need to include a 

social information component in order to 

educate people about the positives of 

entrepreneurship. A lot of misgivings are 

prevalent in this part of world about the 

entrepreneurial intentions of the budding 

youth, therefore, responsibility of educators 

and government to demystify them is of 

monumental importance. 

Limitations 

The current study is subject to some 

limitations. Firstly, similar to the previous 

studies in the literature, the study focuses on 

the intentionality. It is clear that intentions 

may not turn into actual behaviours in the 

future as echoed by numerous researchers 

e.g Turker & Selcuk (2009). Therefore, 

even if one respondent stated a high 

entrepreneurial intention in the survey, s/he 

might choose a completely different career 

path in the future. In fact, it has been a 

common problem for almost all studies in 

the literature and currently there is no other 

accurate way to measure the tendency for 

entrepreneurship. Since the data were 

collected from a sample which was drawn 

from only one state, the results can be 

generalised only in this country. However, 

this limitation can be overcome with further 

studies. Moreover, from methodological 

perspective multi-group comparisons 

precede measurement invariance test. This 

factorial invariance ensures the robustness 

of a scale across groups under reference. 

Since this study has not performed this test, 

future studies therefore need to take care of 

this methodological limitation. 
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ABSTRACT 

The primary objective of any business is to make profit. Every business unit is charged with meeting the 

financial objectives, and for corporate purchasing organizations, this means finding ways to become more efficient 

and save money. Every organisation, no matter of its size or industry, buys goods and services, the total amount of 

expenditures is staggering. The necessity here is to have a plan that helps organisations in saving efforts and money 

in the procurement process. This is reinforced by e-procurement. It is essential for business firm to use e-

procurement. There are many factors that influence e-procurement adoption decisions. One such factor is market 

related factors. This research empirically tests the influence of market related factors on e-procurement adoption 

decisions. Empirical survey of 432 samples is collected from the production executives of medium scale 

industries in the Tamilnadu using structured questionnaire. K-mean cluster analysis is performed to segment the 

medium scale industries into three groups: High, Moderate and Low influence of organisational factors on adoption 

decisions by industries. Factors that segment the industries were examined through discriminant analysis. Results 

indicate that there is a moderate influence of market related factors on adoption decisions by medium scale 

industries. 
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1. INTRODUCTION 

E-procurement refers to the use of integrated 

information technology systems for procurement 

functions, including sourcing, negotiation, ordering, 

receipt and                           post-purchased review. Since 

the emergence of the Internet, it has allowed the 

organisations to compete effectively and efficiently in 

both domestic and international market. Unfortunately, 

such leverage is often impeded by the resistance and 

mismanagement of Medium sized Enterprises to adopt 

Electronic Procurement proficiently. 

Market related factor is one factor that influences 

the adoption decisions by medium sized business. Small 

and medium sized enterprises are usually characterised by 

a high level of environmental uncertainty such as 

fluctuations in interest rates, reliability of supply, 

competition, etc., (Fink and Kazakoff, 1997). The use of IT 

and Electronic Commerce is often imposed on small and 

medium sized enterprises by major customers or 

suppliers. Such pressure from trading partners plays a 

critical role in electronic procurement adoption by small 

and medium firms (Beatty, 1998; Iacovou et al., 1995; 

Swatman and Swatman, 1991; Webster, 1994). These 

factors can present opportunities to encourage 

organizations or to inhibit them from adopting 

innovations. This shows there is pressure from market 

place for the organisation that influences adoption of e-

procurement decisions. 

2. REVIEW OF LITERATURE  

The market represents the arena where 

organizations conduct their business and includes industry 

characteristics, government regulation, and supporting 

infrastructure (Arnold et al., 2003; DePietro et al., 1990; 

Joo and Kim, 2004; Oliveira and Martins, 2010). Market 

with success stories can be conducive to technology 

adoption as every successful adoption leads more users to 

strongly consider it (Kearns and Lederer, 2004). 

Government can play a vital role for encouraging 

technology adoption by raising awareness, training, and 

support, including funding (Chong and Ooi, 2008). In this 

study, external pressure, external IS support, competitive 

pressure and market scope are taken as market related 

factors. 

 Mehrtens et al., (2001) suggested the main factor 

that influences small and medium sized enterprises 

decisions of new technology adoption is external 

pressure. Similarly, Joo and Kim (2004) found presence of 

external pressure have positive relationships with 

corporate adoption of e-marketplaces. Grewal et al., 

(2001) found that both motivation and ability derived 

from external pressure are important in determining the 

adoption of e-marketplaces. Tsikriktisis et al., (2004) 

found that expected performance benefits, access to new 

markets and external pressures drive the adoption of e-

processes by service firms. Organisations might find that 

their business partners do not have the technology to use 

electronic tools, or they are unwilling to accommodate 

the technical requirements supporting the systems 

(Pastore, 2002; Attaran, 2001). Several empirical studies 

have found such coercive or normative pressure from 

trading partners, customers or parent corporations to be 

a strong determinant of EDI adoption (Chwelos et al. 

2001; Iacovou et al. 1995; Teo and Pian, 2004). Thus from 

the literature survey, it is clear that the presence of 

external pressure leads to adoption of e- procurement.  

 

External IS support refers to the availability of 

support for implementing and using IS innovations 

(Premkumar and Roberts 1999). External IS support has 

not only been found to be an important determinant of IS 

success (Delone 1988, Raymond 1985), but also to be 

positively related to IS innovations’ adoption (Fink 1998, 

Premkumar and Roberts 1999). With the popularity of 

outsourcing and the growth in third party support, firms 

are more willing to adopt new IS innovations if they feel 

that there is an adequate vendor or a third party support 

(Premkumar and Roberts 1999). Large enterprises cannot 

conduct their business in all markets and must therefore 

find small and medium enterprises with which to establish 

partnerships, and can become satellites of large 

enterprises. By the same token, large enterprises can help 

small and medium enterprises to adopt new technologies. 

Many authors have studied the influence of Government 
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support on the adoption of new technologies and e-

commerce in enterprises (Ling, 2001; Rashid and Qirim, 

2001; Teo and Tan, 2000). Thus the external IS support 

from vendors, large enterprises and Government 

enhances adoption of e-procurement by medium sized 

business firm. 

Competitive pressure has been identified by 

Jeyaraj et al. (2006) as one of the best predictors of 

organisational adoption of IS innovations. Competition in 

the adopter's industry is generally perceived to positively 

influence the adoption of IS innovations (Gatignon and 

Robertson 1989). Empirical evidence suggests that 

competitive pressure is a powerful driver of IT adoption 

and diffusion (Al-Qirim, 2007; Battisti et al., 2007; 

Dholakia and Kshetri, 2004; Gibbs and Kraemer, 2004; 

Grandon and Pearson, 2004; Hollenstein, 2004; Iacovou et 

al., 1995; Lai et al., 2007; Mehrtens et al., 2001; Zhu et al., 

2003). This is argued to be even more evident if the 

innovation directly affects the competition (Premkumar 

and Roberts 1999). As more competitors adopt Electronic 

Commerce, small and medium firms are more inclined to 

adopt Electronic Commerce in order to maintain their 

own competitive position (Caskey and Sellon, 1994). A 

number of authors have studied the possible influence of 

the intensity of competition on the adoption of new 

technologies (Cragg and King, 1993; Iacovou et al., 1995; 

Robertson and Gatignon, 1986).  

Zhu et al. (2003) defines market scope as “the 

horizontal extent of a firm’s operations”. They argue that 

the role of market scope as a predictor which can be 

explained from two main perspectives: First, internal 

coordination cost increases as firms expand their market 

reach due to the increased administrative complexity and 

information processing (Gurbaxani and Whang 1991). 

When firms expand their market reach they incur search 

cost which includes searching for consumers, trading 

partners, and distributors. They may also incur inventory 

holding cost as a result of not controlling demand 

uncertainty in different market segments (Chopra and 

Meindl 2001). Arguably, firms that serve broader markets 

are more likely to adopt e-procurement.  

 

3. OBJECTIVE  

The objective of this study is to empirically test 

the influence of market related factors on e-procurement 

adoption decisions by medium scale industries in 

Tamilnadu. 

 

4. RESEARCH METHODOLOGY 

The research design used for this research work is 

descriptive in nature. The research is mainly based on 

primary data, which is related to market related factors 

that facilitates or hinders adoption of e-procurement. The 

primary data are collected from the executives in 

production department of Medium Scale Industries in 

Tamilnadu which are using e-procurement. The data 

collection instrument used for this research is a well-

structured questionnaire. The sample population for this 

study consists of medium scale industries which are using 

e-procurement. Sampling technique used in this research 

work is simple random sampling method and the sample 

size for the study is 432 medium scale industries which 

are using e-procurement. The sample size of the study has 

been determined using this formula: n = (z2s2) / e2, where 

‘n’ is the sample size, ‘z’ is confidence limit, ‘s’ is the 

standard deviation and ‘e’ is error. 

The variables needed for the questionnaire are 

generated through the literature review and pre-pilot 

study is conducted to test the content validity of the 

questionnaire by administering it to subject experts and 

necessary suggestions are incorporated. The Pilot study is 

conducted on 30 medium scale industries which are using 

e-procurement in Tamilnadu and the initial reliability of 

the questionnaire is tested using Cronbach’s Alpha value, 

which reveals a good reliability result. 

 The main survey is conducted using final 

questionnaire and the results are represented in tabular 

and figurative forms. The statistical tools used in this 

research work are Simple Mean, Cluster Analysis, ANOVA 

and Discriminant Analysis. Software package used to 

analyze above statistical tools is SPSS 16. 
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5. RESULTS & DISCUSSION  

This part presents descriptive and inferential 

statistical analysis of effect of market related factors on e-

procurement adoption using statistical tools namely 

simple mean analysis, cluster analysis, ANOVA, 

discriminant analysis and results are represented in 

tabular and figurative forms. The effect of market related 

factors on e-procurement adoption by medium scale 

industries in Tamilnadu are studied with the help of 

variables such as external pressure, external IS support, 

competitive pressure and market scope. Each variable and 

its nature of relevance with e-procurement adoption are 

described here. 

 

5.1 Priorities of market related factors 

The extent of influence of various market related 

factors in adoption of e-procurement are measured by 

five point Likert Scale with value 1 for ‘Strongly Disagree’, 

value 2 for ‘Disagree’, value 3 for ‘Neither Agree nor 

Disagree’, value 4 for ‘Agree’ and value 5 for ‘Strongly 

Agree’. The priority of various market related factors that 

influences adoption of   e-procurement is shown in the 

table 1. 

Table 1: Priorities of market related factors 

Market related Factor Mean Value Rank 

External pressure   3.25 III 

External IS support 3.33 II 

Competitive pressure 3.21 IV 

Market scope 3.37 I 

 

Market Scope is the first rank with the 

highest mean value of 3.37. This shows that the 

market scope drives organisations to adopt e-

procurement. The next priority rank two is 

External IS support available for the 

organisation which has the mean value of 3.33. 

The next rank is External pressure with mean 

value of 3.25. The fourth rank is Competitive 

pressure. It can be interpreted that Market 

scope influence more in adoption of e-

procurement and Competitive pressure 

influences less. 

5.2 Frequency Analysis of Market Related Factors 

Based on the convenience, the five point scale of different market related factors can be 

classified in to three groups for easy interpretations of data. 
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Table 2: Frequency Analysis of market related factors 

Scale 

Factors 

1 – 2.5 2.5 – 3.5 3.5 - 5 

Frequency Percentage Frequency Percentage Frequency Percentage 

External 
pressure   

92 21 254 59 86 20 

External IS 
support 

56 13 196 45 180 42 

Competitive 
pressure 

56 13 241 56 135 31 

Market  

Scope 
37 9 209 48 186 43 

 

5.2.1 External pressure   

From the frequency analysis table 2, it 

is interpreted that 59 percent of organisations 

moderately agree that External pressure from 

outside organisation influences adoption of e-

procurement. 21 percent of organisations 

disagrees that External pressure from outside 

organisation influences adoption of e-

procurement and 20 percent of organisations 

highly agree that External pressure from 

outside organisation influences adoption of e-

procurement. This illustrates that the External 

pressure from outside organisation moderately 

influences adoption of e-procurement. 

5.2.2 External IS support  

From the frequency analysis table 2, it 

is interpreted that 45 percent of organisations 

moderately agree that they get External IS 

support in adopting e-procurement. 42 percent 

of organisations highly agree that they get 

External IS support in adopting of e-

procurement and 13 percent of organisations 

disagree. This illustrates that the External IS 

support moderately influences adoption of e-

procurement. 

 

5.2.3 Competitive pressure  

From the frequency analysis table 2, it is 

interpreted that 56 percent of organisations 

moderately agree that Competitive pressure 

influences adoption of e-procurement. 31 

percent of organisations highly agree that 

Competitive pressure influences adoption of e-

procurement and 13 percent of organisations 

disagree. This illustrates that the Competitive 

pressure moderately influences adoption of e-

procurement. 

5.2.4 Market scope 

From the frequency analysis table 2, it 

is interpreted that 48 percent of organisations 

moderately agree that Market scope influences 

adoption of e-procurement. 43 percent of 

organisations strongly agree that Market scope 

influences adoption of e-procurement and 9 

percent of organisations disagree. This 

illustrates that the Market scope moderately 

influences adoption of e-procurement.  

 



Volume |5  Issue |1                                                                                                     | ISSN 2319-5576 

APOTHEOSIS:  Tirpude’s National Journal of Business Research (TNJBR) 

 

 

5.3 Segmentation of Organisations 

By using cluster analysis the 

organisations can be grouped based on the 

market related factors that influences adoption 

of e-procurement. For the purpose of grouping,             

K-means cluster analysis is used. The Final 

Cluster Centers table 3 depicts the mean values 

for the three clusters which reflect the 

attributes of each cluster. It is also noted that 

no particular factor is heavily loaded on any 

particular cluster. The rank of the clusters on 

every factor is shown in brackets. The F value 

indicates that there exists significant difference 

among all the three clusters. The significant 

value for all the three factors is 0.000. This 

means that all the four factors have significant 

contribution on dividing the organisations into 

three segments based on the market related 

factors influence on adoption of e-

procurement.  

Table 3: Final Cluster Centres and ANOVA 

Market related factors 
Cluster 

F Sig. 

1 2 3 

External pressure   3.55 (I) 3.41 (II) 2.34 (III) 165.560 .000 

External IS support 3.75 (I) 3.35 (II) 2.48 (III) 187.492 .000 

Competitive pressure 3.89 (I) 2.98 (II) 2.43 (III) 293.595 .000 

Market scope 4.02 (I) 3.06 (II) 2.77 (III) 261.784 .000 

Mean 3.80 3.20 2.50 - - 

No. of cases in each cluster 162 186 84 - - 

Total Percentage 38 43 19 - - 

 

The first cluster group can be called as 

the High influence of market related factors on 

adoption of e-procurement. The second cluster 

group can be called as Moderate Influence of 

market related factors on adoption of e-

procurement and the third cluster group as 

Less Influence of market related factors on 

adoption of e-procurement.  

From the table 3 it is clear that 43 

percent of organisations agree that there is 

Moderate influence of market related factors, 

38 percent of organisations say there is High 

influence of market related factors and the 

remaining 19 percent of organisation say there 

is less influence of market related factors on 

adoption of e-procurement. This leads to the 

conclusion that most of the organisation 

accepts that there is moderate influence of 

market related factors on adoption of e-

procurement.  

Discriminant analysis is used to test the 

reliability of this classification of clusters. For 

that purpose four market related factors are 

taken as independent variables and level of 

influence of market related factors are taken as 

grouping variable. 
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Table 4: Tests of Equality of Group Means 

Market related factors Wilks' Lambda F df1 df2 Sig. 

External pressure   .564 165.560 2 429 .000 

External IS support .534 187.492 2 429 .000 

Competitive pressure .422 293.595 2 429 .000 

Market scope .450 261.784 2 429 .000 

 

The table 4 contains Wilks' lambda, the 

F statistic, its degrees of freedom and 

significance level. Wilks' lambda in this case 

ranges from 0.422 to 0.564. The small values of 

Wilks’ lambda indicate that there is a strong 

group differences among mean values of four 

factors. Here Competitive pressure has low 

Wilks’ lambda value (.422). Mostly this market 

related factor determines the classification of 

cluster. The F statistic is a ratio of between-

groups variability to within-groups variability. 

The significance value is 0.000 for all the four 

factors which indicates that the group 

differences are significant. 

Table 5: Eigen values 

Function Eigenvalue % of Variance Cumulative % Canonical Correlation 

1 3.579a 90.9 90.9 .884 

2 .359a 9.1 100.0 .714 

 

Two Discriminant functions can be 

formed when there are three clusters. The 

Eigen value is high for first function which 

means that there is a good variability between 

the two functions. The canonical correlation 

measures the association between two 

functions and four factors. The co-efficient of 

canonical correlation is high for both the 

functions. This indicates that there exists high 

relation between two functions and the four 

factors.  

Table 6: Structure Matrix 

Market related factors 
Function 

1 2 

External pressure   .390 .796* 

External IS support .471* .470 
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Competitive pressure .615* -.199 

Market scope .564* -.482 

The structure matrix (table 6) provides 

another way to study the usefulness of each 

variable in the Discriminant function. For each 

variable, an asterisk indicates its largest 

absolute correlation with one of the canonical 

functions. With each function, these marked 

variables are then ordered by the size of the 

correlation. The strongest correlations for 

External IS support, Competitive pressure and 

Market scope occur within the function 1 and 

the factor External pressure  have strong 

correlation with function 2. So the two 

functions may be Z1 = 0.471 External IS support 

+ 0.615 Competitive pressure + 0.564 Market 

scope and Z2 = 0.796 External pressure. Both 

these two functions are significant. These 

discriminant functions will explain the 

characteristics of organisation that agrees to 

market related factor influence in adoption of 

e-procurement. 

Figure 1: Group Centroids for Clusters of Market related Factors 

 

 

The group centroids diagram shows 

that all the three clusters are distinctive 

clusters having different group centroids and 

different mean values. The cluster members 
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are aligned separately from other group members. 

Table 7: Extent of Correct Classification 

Clusters 

Predicted Group Membership 

Total High 

Influence 

Moderate 
Influence 

Low 
Influence 

Count 

High Influence 159 3 0 162 

Moderate Influence 0 186 0 186 

Low Influence 0 5 79 84 

% 

High Influence 98.1 1.9 .0 100.0 

Moderate Influence .0 100.0 .0 100.0 

Low Influence .0 6.0 94.0 100.0 

98.1% of original grouped cases correctly classified  

 

Table 7 presents the extent of success 

of the classification. The number and 

percentage of cases classified correctly and 

wrongly classified are displayed in the table. 

Here, 100 percent of moderate influence 

segment is correctly classified. The table shows 

98.1 percent of high influence of market 

related factors is correctly classified whereas 

1.9 percent is included into moderate influence 

segment. In the low influence of market related 

factors segment 79 cases accounting for 94.0 

percent are correctly classified and 5 cases are 

included into moderate influence of market 

related factors segment. Therefore, it can be 

inferred that the segmentation of organisations 

based on level of influence of market related 

factors in adoption of e-procurement is correct 

by 98.1 percent. 

5.4 Relationship between Market Related 

Factors and Demographic Variables  

  The levels of market related factors’ 

influence are classified as high, moderate and 

less. Chi-square test is used to find out the 

association between each demographic 

variable with different levels of market related 

factors’ influence. Chi-square values and its 

significance values are shown in the following 

table. 

Table 8: Relationship between market related factors and demographic variables 

S. No Demographic Variables Chi-Square Value Sig. 

1 Type of industry 12.582 .895 

2 Type of Organisation 6.1030 .412 
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3 Type of Goods Produced 5.3070 .257 

4 No. of years in business 46.213 .000 

5 No. of Employees 109.30 .000 

6 Annual procurement expenditure 33.931 .000 

7 No. of Suppliers 46.678 .000 

8 Time Since adoption of E-procurement 92.058 .000 

9 Extent of E-procurement adoption 38.767 .000 

 

From the table, it is inferred that 

demographic variables like number of years in 

business, number of employees working in the 

organisation, Annual procurement expenditure, 

number of suppliers, time since the adoption of 

e-procurement and extent of e-procurement 

adoption have significant association whereas 

the other demographic variables do not have 

association with different influence levels of 

market related factors. 

Figure 2: Correspondence analysis for number of years in business and number of employees 
working in the organisation with market related factors 

 

The correspondence analysis reveals 

that the organisations doing business for 5 to 

15 years have moderate influence of market 

related factors, organisations doing business 

for 16 to 20 years have low influence of market 

related factors and organisations doing 

business for more than 25 years have high 

influence of market related factors. This reveals 

that the organisation doing business for more 

years have high influence of market related 

factors in adopting e-procurement. 

The correspondence analysis reveals 

that the organisations having employees 

between 401 to 600 have moderate influence 

of market related factors, organisation having 

employees more than 600 have high influence 

of market related factors and organisation 

having employees 201 to 400 have low 

influence of market related factors. This reveals 

that the organisation having high no. of 

employees have high influence of market 

related factors in adopting e-procurement. 
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Figure 3: Correspondence analysis for Annual Procurement Cost and number of suppliers with 
market related factors 

 

 

The correspondence analysis exposes 

that the organisations having spent 41 to 60 

lakhs rupees as their annual procurement have 

high influence of market related factors, 

organisations having spent less than 20 lakhs 

rupees as their annual procurement have 

moderate influence of market related factors 

and organisations having spent 21 to 40 lakhs 

rupees as their annual procurement have low 

influence of market related factors. This reveals 

that the organisation having spent more on 

annual procurement have high influence of 

market related factors in the adoption of e-

procurement. 

The correspondence analysis exposes 

that the organisations which are having 

suppliers less than 15 have moderate influence 

of market related factors, organisations having 

more than 20 suppliers have high influence of 

market related factors and organisations having 

16 to 20 suppliers have low influence of market 

related factors. This exposes that the 

organisation having more number of suppliers 

have high influence of market related factors in 

adopting e-procurement. 

Figure 4: Correspondence analysis for Time Since adoption of E-procurement and Extent of E-
procurement adoption with market related factors 
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The correspondence analysis exposes 

that the organisations that has adopted e-

procurement 1 to 2 years have low influence of 

market related factors, organisations that has 

adopted e-procurement from 6 to 12 months 

have moderate influence of market related 

factors and the organisations that has adopted 

e-procurement over 5 years have high influence 

of market related factors. This exposes that the 

organisation having adopted more than                    

5 years have high influence of market related 

factors in adopting e-procurement. 

The correspondence analysis reveals 

that the organisations that have adopted e-

procurement in limited deployment have 

moderate influence of market related factors 

and the organisations that have adopted e-

procurement in full deployment have high 

influence of market related factors. This 

exposes that the organisation having adopted 

e-procurement under full deployment of e-

procurement have high influence of market 

related factors in adopting e-procurement. 

5.6 Relationship between Type of Goods 

Produced and Market Related Factors 

Analysis of Variance is used to find the 

relationship between two variables. It also 

explains the significant relationship between 

type of goods produced and market related 

factors. Table 9 shows the ANOVA table. 

Table 9: Relationship between Type of Goods produced and Market related Factors 

Market related Factors F Sig. 

External pressure   1.461 .233 

External IS support 4.269 .015 

Competitive pressure .741 .477 

Market scope .788 .455 

The F value for the market related 

factor ‘External IS support’ is 4.269 and the 

significant value is .015. Thus the relationship  

between type of goods produced and 

External IS support is significant whereas for 

other factors it is not significant. 

Table 10: Duncan table for External IS Support and Type of goods produced 

Type of Goods Produced N 
Subset for alpha = 0.05 

1 2 

Consumer Goods 30 2.9889  

Both 77  3.3420 

Industrial Goods 325  3.3559 
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The Duncan table above reveals that 

the organisations producing consumer goods 

gets less External IS support when compared to 

industrial goods or organisations producing  

both types of goods. Organisations 

producing Industrial goods get more External IS 

support with the highest mean value of 3.3559. 

 

5.7 Influence of Demographic Variables on 

Market Related Factors 

Canonical correlation is used to 

examine the influence of significant chi-squared 

demographic variables on the differences in the 

clusters of market related factors. Canonical 

correlation is the examination of the 

relationship between two sets of variables. The 

first set contains clusters of market related 

factors. The second set contains six significant 

chi-squared variables such as number of years 

in business, number of employees working in 

the organisation, Annual procurement 

expenditure, number of suppliers, time since 

the adoption of e-procurement and extent of e-

procurement adoption. In order to know the 

set relationship between these two sets of 

variables, the Canonical Correlation is used. 

 

Table 11: Canonical correlation of Market related Factors 

Linear combinations for canonical correlations         Number of observations =     432 

Variables Coefficient 
Standard 

Error 
t P > |t| [95% Conf. Interval] 

u1 
Market related 

Factors  
-1.363241 .152714 -8.93 0.000 -1.663398 -1.063084 

 

v1 

Number of Years in 
Business 

.1709777 .1004671 1.70 0.090 -.0264887 .3684441 

Number of Employees .3101099 .1021255 3.04 0.003 .1093839 .5108358 

Annual Procurement 
Expenditure 

.0333826 .1514559 0.22 0.826 -.2643013 .3310666 

Number of Suppliers -.4236491 .1054264 -4.02 0.000 -.630863 -.2164352 

Time since the adoption 
of e-procurement 

.3360581 .1028441 3.27 0.001 .1339197 .5381966 

Extent of e-
procurement adoption 

.6690772 .208332 3.21 0.001 .2596041 1.07855 
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Table 12: Tests of significance of all canonical correlations 

Statistic df1 df2 F Prob > F 

Wilks' lambda .843655 6 425 13.1267 0.0000 e 

Pillai's trace .156345 6 425 13.1267 0.0000 e 

Lawley-Hotelling trace .185319 6 425 13.1267 0.0000 e 

Roy's largest root .185319 6 425 13.1267 0.0000 u 

                                                                                                  e = exact 

Canonical correlation reveals that the 

differences in the market related factors 

clusters is due to the differences in 

demographic variables like number of 

employees, number of suppliers, time since the 

adoption of e-procurement and the extent of e-

procurement adoption. It means these 

demographic variables are the factors which 

differentiates organisations based on the 

market related factors influence on e-

procurement adoption. Its Canonical 

correlation is 0.3954. The probability values for 

test of significance for canonical correlation 

value indicate that co-efficient is significant. 

 

6. CONCLUSION 

This research discloses that among 

market related factors under investigation, 

Market Scope influence more in the adoption 

of e-procurement. Demographic variables like 

number of years in business, number of 

employees working in the organisation, Annual 

procurement expenditure, number of suppliers, 

time since the adoption of e-procurement and 

extent of e-procurement adoption have 

significant association with different influence 

levels of market related factors. It also discloses 

that External IS support for the organisations is 

more in organisations which are producing 

industrial goods. It can be concluded that most 

of the organisation accepts that there is 

moderate influence of market related factors 

on adoption of e-procurement. 
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Abstract 

 
 

Information Technology (IT) can play the role of an enabler in business and can help the business to 

improve its efficiency and effectiveness to gain core competence. MSMEs are not realizing the 

importance and significance of technology adoption to change their old ways of doing business. In 

MSMEs, IT has been considered in a supportive role instead of a business driver.  For Micro, Small 

and medium sized (MSMEs); IT adoption is a huge challenge because it involves a lot of risk, fear of 

unknown and uncertainty about the new changes. The purpose of this paper is to analyze and 

understand the factors that stimulate or diffuse adoption of IT in SMEs. It tries to understand the 

perception of owners-managers with respect to adoption of technology and aims to study various 

aspects of SMEs with respect to IT inventory, budget, planning, enterprise size and its relationship 

with the budget that an organization has to adopt IT. 
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Introduction 

The Government of India has passed Micro, 

Small and Medium Enterprises Development 

(MSMED) Act in 2006 which redefines micro,  

 

small and medium enterprises is one with 

investment of more than Rs. 25 lakh, but does 

not exceed Rs. 5 cr; and a medium enterprise is 

one with investment between Rs. 5 cr and Rs. 

10 cr. (Ministry of Law and Justice, 2006). 
 

The definition used by the Ministry of Micro, Small & Medium Enterprises is described in Table  

 

Table 1: Definition of micro, small and medium enterprises 

Description Manufacturing Enterprises – 

Investment in Plant & Machinery 

Service Enterprises – Investment 

in Equipments 

Micro Enterprises upto Rs. 25Lakhs upto Rs. 10Lakhs 

Medium 

Enterprises 

above Rs. 25 Lakhs & upto Rs.5 Crores above Rs. 10 Lakhs & upto Rs.2 

Crores 

Small Enterprises above Rs. 5 Crores & upto Rs.10 

Crores 

above Rs. 2 Crores & upto Rs.5 

Crores 

 

 

 

*Assistant Professor-IT ,Prin.L.N. Welingkar Institute of Management Development & Research L. N. Road,Near 

Central Matunga Railway Station, Matunga, Mumbai-400019Maharashtra. 

 

** Dean IT/E-Biz/Business Design , Prin.L.N. Welingkar Institute of Management Development & Research ,L. N. 

Road Near Central Matunga Railway Station, Matunga, Mumbai-400019 

Maharashtra. 



 

Source: Ministry of Micro, Small & Medium Enterprises Annual Report 2011-2012  

Based on official figures from the Ministry of 

MSME, MSMEs contributes around 9% GDP, 

45% of manufacturing output, 40% of total 

exports, 95 % of industrial unit and estimated to 

employ about 101million people. Thus, it goes 

to show how important MSME’s are for the 

development of the economy. In both 

developing and developed countries MSMEs 

plays a crucial role in the overall growth of the 

country and have been the important source of 

employment generation and output growth, 

(Tambunan 2008). Small to medium-sized 

enterprises are termed as “Engine of growth” 

for the developing economies, (Shamika.R 

2009). [There are several technological, 

economical, organizational factors and 

employment that accounts for the adoption of 

IT in MSMEs for both developed and 

developing countries. As compared to their 

counterpart in western countries, the Indian 

large and medium business have more or less 

adopted to technology at a faster rate. India’s 

widespread adoption of mobile solutions led to 

India being considered as a case study for 

adopting technology to reach huge populations. 

Due to the competitive pressure and numerous 

advantages, MSMEs are incrementally adopting 

information Technology (IT). Most of prior 

researches focused more on IT adoption in large 

organizations. However, and with regard to the 

limited resources controlled by MSMEs, the 

process of IT adoption in this business sector is 

considerably different. There are several 

barriers to adoption of technology identified as 

– financial resources,  lack of skilled labor, low 

awareness of benefits of technology, security & 

privacy and poor infrastructure, level of 

computerization, experience with network 

based resources, and support of top 

management are found to be influential (Molla 

and Licker, 2005). Moini and Teser (2005a) 

identify that the size and resource available also 

influences the IT adoption in organization. 

According to the Molla and Licker (2005b) 

there are several external factors which 

influences IT adoption such as government’s 

initiatives includes support by providing legal 

and regulatory frameworks, influence of firm’s 

competitors, customers, suppliers and other 

business partners. Jeon etal. (2006) identified 

that government’s support, CEO’s knowledge 

with respect to relative advantages and benefits 

of adopting e-business, organization strategy for 

globalization creates a positive impact on IT 

adoption. Though India is known for 

technological innovation and best practices, 

MSMEs are unable to realize the significance of 

the technology adoption over their old ways of 

doing business. According to the International 

Financial Corporation’s report [1] on MSME 

Finances in India, MSMs don’t have enough 

funds for R&D and technology adopting 

because MSMEs in India are operating on low 

margins and there is a shortfall of 75% in 

meetings demand of finances and are unable to 

adopt IT which can act as a catalyst for their 

development and also for the progress of the 

entire Indian economy. To facilitate the overall 

operation and growth in organization, the 

MSMEs needs to have access ICT tools which 

will help to better outreach which will 

eventually result in reducing their business 

costs and to reap higher profit margins. 

Organization in India has not fully realized the 

potential of the technology for their growth.  

2. Objective of the research  

1. To analyze the factors which conduce or 

hinder adoption of IT in SMEs. 

2. To find out the organization structure, 

security policies, IT inventory, IT budget and 

future plans of implementation of information 

technology in SMEs. 

3. To understand and analyze the awareness 

and perception of owners/managers/IT heads 

with respect to adoption of IT in SMEs. 

3. Hypothesis 

There is no effect of size of the company, 

sector to which the company belongs on the IT 

budget in MSME’s. 
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4.  Research Methodology  

This study covers a total of 42 MSMEs which 

have a turnover from 1crore to 250 crores. We 

have tried to cover MSMEs from different areas 

of Mumbai. Based on the data collection to 

analyze this sample in detail we have divided 

the sample in three categories:  

1. Companies having turnover in the range of    

1 to 10 crores 

2.  Companies having turnover in the range of    

1 0 to 50 crores 

3. Companies having turnover above 50 crores 

                                        

 

  Figure .1 

In this study data was mainly collected via 

personal interviews of IT 

heads/Managers/Owners. The questionnaire 

highlighted factors stimulating diffusion and 

adoption of information technology in SMEs 

which are as follows: 

 IT Inventory 

 Function of IT department in the 

organization 

 IT knowledge 

 Business Priorities and alignment of IT 

with business 

 New Technology Adoption 

 Data collection 

 

5. Data Analysis: Survey Results  

The summary of responses obtained from 43 

small and medium enterprises are as follows: 

 

5.1 Organisation characteristics: 

5.1.1Nature of Business: Most of the 

companies surveyed are from service sector 

 

 
                             Figure .2 

5.1.2 No of employees in the organization: 

 
                                                                  Figure .3 



 

 

5.2 Structure and Functions of IT in the organization: 

5.2.1 No of companies having an IT department 

 

 
                                  Figure. 4 

 

 

5.2.2 Number of Employees in IT department: Majority of the SMEs had less than 10 employees 

in the IT department 

 

                                                              Figure .5 

5.2.3 IT head/Person responsible for handling IT related work- 67% of the organizations have 

the head for their IT department.33% of the respondents either do not have an IT department or were 

not sure of the designation. 

 

                                                           Figure .6 

5.2.4 What are the primary activities of IT department? 
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    Figure .7 

 

 

5.2.5 Which business processes are automated 

 

 
                                    Figure .8 

 

5.2.6 Do you have a website? 

 

 
                    

                                         Figure .9 

 

5.2.7 Purpose of the website 

 

 

 

 

 
 



 

 

 

 
                                                 

      Figure .10 

 

 

5.2.8 Data center- Majority of SMEs don’t have a data center 

 

Data Center Count 

Outsourced 4 

In house 14 

Don’t have one 21 

                   

                                         Figure .11 
 

 

5.3 IT Knowledge 

5.3.1 Is training given to employees regarding different application and software? 

 

 
    
            Figure .12 

 

5.3.2 If yes, which are the different applications they are trained on? 
 

 

 

 

 

 

                    

 

                                     Figure .13 
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Sr. 

No 

Applications 

1 Tally ERP 

2 Customized Software( On job 

training) 
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5.4 New technology adoption 
5.4.1 The next big thing for the company 

 

 
                               

                                                              Figure .14 

 

5.4.2 Which kind of IT solutions would you prefer? 

 

 
     

                                           Figure .15 

 

5.4.3 New applications implemented in last 3 years? 

 

 

 

 

 

 

 

 

 

 

 

 

          

 

            

                                  Figure .16 

 

5.4.4 What IT related work is outsourced? 

 

 

 

Sr. 

No 

Applications 

1 VM ware virtualization and 

cloud  

2 ERP 

3 Udyog ( Excise Duty Software ) 

4 EPSOS 

5 Autocad 

6 Tally 

7 Quality management system 



 

 
                   Figure .17 

 

6. Hypothesis Analysis: Drawing upon the 

theoretical and data evidences collected on the 

adoption of IT in MSMEs we now proceed to 

analyze the hypothesis which were formulated. 

 

6.1 Hypothesis: Effect of size of the company, sector to which the company belongs on the IT 

budget in MMSME’s.  

  

Step 1: Null and alternative hypothesis  

 

Main effect of type of 

turnover(size) 

Main effect of type of sector Interaction effect of type of 

turnover and sector 

H0:µ0-10=µ10-50= µabove 50 

H1:not Ho 

This hypothesis asks the mean 

IT budget in MMSME’s is 

different for the different types 

of turnover. 

H0:µManufacturing=µService 

H1:not Ho 

This hypothesis asks the mean 

IT budget in MMSME’s is 

different for the different 

types of sector. 

H0:µManufacturing,0-10-

µManufacturing,10-50-

µManufacturing, above 

50=µService,0-10- µService, 

10-50- µService, above 50 

H1:not Ho 

This hypothesis asks the effect 

of type of sector is the same 

for companies with 0-10, 10-

50 and above 50 turnovers. 

 

Step 2: Using SPSS, following are the results: 

 

Descriptive Statistics 

Dependent Variable: IT_Budget 

Company sector Company_turnover Mean Std. Deviation N 

Manufacturing 1-10 512500.0000 388104.36741 4 

10-50 1250000.0000 1500000.00000 4 

above 50 1687500.0000 875000.00000 4 

Total 1150000.0000 1058300.52443 12 

Service 1-10 2250000.0000 1443375.67297 4 

10-50 3050000.0000 100000.00000 4 

above 50 2062500.0000 590726.95328 4 

Total 2454166.6667 930654.29900 12 

Total 1-10 1381250.0000 1349057.21048 8 

10-50 2150000.0000 1376330.52509 8 

above 50 1875000.0000 719622.91713 8 

Total 1802083.3333 1180500.92229 24 
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A 2-way ANOVA was conducted that examined the effect of Sector and size (in terms of Turnover) 

on IT budget.  

Main effect of type of turnover(size) 

H0:µ0-10=µ10-50= µabove 50 

H1:not Ho 

This hypothesis asks the mean IT budget in MSME’s is different for the different types of 

turnover. 
 

From above table it can be seen that p=0.297, which is greater than the confidence interval 

(alpha=0.05).Thus, we cannot reject H0.There is insufficient evidence to conclude that the IT budget 

is different for different group of turnovers. 

Main effect of type of sector 

H0:µManufacturing=µService 

H1:not Ho 

This hypothesis asks the mean IT budget in MMSME’s is different for the different types of sector. 

From above table it can be seen that p=0.004, which is less than the confidence interval 

(alpha=0.05).Thus, we   reject H0.There is sufficient evidence to conclude that the IT budget is 

different for different sectors i.e. Manufacturing and Service. 

Further analysis on pivot table was performed on the company sectors and their IT spending, 

following are the results. 

 

Manufacturing 

 
Service 

 

Turnover(CR) 

No of 

Companies Sum of IT Budget 

No of 

Companies Sum of IT Budget 

1 to 10 7 105 5 85 

10 to 50 4 260 9 229 

above 50 5 440 7 465 

Grand Total 16 805 21 779 
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Tests of Between-Subjects Effects 
Dependent Variable: IT_Budget 

 

Source 

Type III Sum 

of Squares df Mean Square F Sig. 

Corrected Model 1.523E13 5 3.045E12 3.258 .029 

Intercept 7.794E13 1 7.794E13 83.380 .000 

Company_sector 1.021E13 1 1.021E13 10.917 .004 

Company_turnover 2.428E12 2 1.214E12 1.299 .297 

Company_sector * 

Company_turnover 

2.594E12 2 1.297E12 1.388 .275 

Error 1.683E13 18 9.348E11   

Total 1.100E14 24    

Corrected Total 3.205E13 23    

a. R Squared = .475 (Adjusted R Squared = .329) 



 

 Average 

Amount(CR) 

 

Average 

Amount(CR) 

Average spend on IT for 

manufacturing based 

companies 50.31 

Average spend on IT 

for service based 

companies                        37.06 

 

The above analysis clearly shows that across all categories the manufacturing based 

companies have a larger IT budget as compared to service based companies. 

Interaction effect of type of turnover and sector 

H0:µManufacturing,0-10-µManufacturing,10-50-µManufacturing, above 50=µService,0-10- 

µService, 10-50- µService, above 50 

H1:not Ho 

This hypothesis asks the effect of type of sector is the same for companies with 0-10, 10-50 and 

above 50 turnovers. 

        

     From above table it can be seen that p=0.275, which is greater than the confidence interval 

(alpha=0.05).Thus, we cannot reject H0.There is insufficient evidence to conclude that the effect of 

type of sector is the same for the companies with 0-10, 10-50 and above 50 turnovers. 

7. Challenges faced by the MSME for IT Adoption   

 Lack of IT awareness  

 Availability of skilled labor 

 Finances and affordability 

 Accessibility 

 Infrastructure  

 Inadequate realization of organizational 

issue  

 

 Inadequate realization of end users 

necessities  

 Lack of required resources  

 Business size and fund limitations 

 Inappropriate government assistance role 

and supportive regulations  

 Particular characteristics of organization, 

culture and family involvement in business  

8. Observations and findings 

 The top 3 benefits of using IT were 

identified as  

 Quick Access to Information  

 Accuracy of Data  

 Streamlining of processes  

 A common organizational goal across all 

enterprises was growth, both in terms of 

revenue as well as customer base  

 However, only 27% used their websites to 

sell products and services. The rest used 

websites just to promote products and 

services. 

 

 70% of organization would prefer  

Permanent IT solution over to monthly or 

rental software services. 

 54% of organizations have outsourced their 

Hardware Maintenance 

 IT Adoption and websites were mainly used  

“ To promote products and services” 

 Majority of the surveyed IT Companies did 

not have a fixed IT Budget. 

 

 

 

9. Suggestions 
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 MSMEs should use the internet, their 

websites to gain more business which is 

not happening right now  

 IT solutions, software should be cut to 

size to fit the needs and the budget of an 

MSME  

 

 Forums and seminars should be held 

where MSMEs are given information 

about upcoming technologies that can 

help them grow business. 

10. Conclusion 

Micro, small and medium enterprises (MSMEs) 

play a vital role in India’s economy and are an 

integral component of the country’s growth 

strategy. Recognizing the importance of this 

sector, the Government of India has expressed 

facilitating the development of small businesses 

as a key policy priority. Indeed, the 

Government has designed and executed very 

forward-looking and impactful programs and 

schemes to help small businesses succeed in an 

increasingly competitive global economy. 

Nevertheless, there remain a number of 

challenges that stand in the way of the growth 

of this sector, including barriers to technology 

adoption. This challenge creates an opportunity 

for multi-stakeholder solutions where the 

Government is a leader but also one of many 

key expert participants in the solution. 

Ultimately, we believe that a multi-stakeholder 

approach – a collective effort between the 

government, private sector, industry groups, 

training organizations and MSMEs themselves 

– is the most effective way to tackle the 

significant barriers identified through the 

research, namely: cost, lack of skilled 

manpower, lack of awareness, privacy and 

security concerns, and infrastructure. Indeed, 

only through this approach can India truly 

bridge the digital divide in a sector that is 

arguably the most critical to India’s long-term 

prosperity and sustained economic growth. 
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DOES INVESTOR’S EMOTIONS DETERMINE THEIR HEURISTIC’S 
DEVELOPMENT?

*A.Charles, **Dr.R. Kasilingam

Abstract

Investor’s investment decision is a complex phenomenon. Investors use many rules to make 
an investment decision. Investors frame rules based on trial and error method. This leads to the 
development of rule of thumb (Heuristics). Investors use these rules to make decisions in a complex 
and uncertain environments. But in reality, the investor’s decisions are not rational. They are 
frequently influenced by their emotions during investment decisions. The primary aim of this study is 
to find out the influence of investor’s emotions on determining their heuristic development. 
Multistage sampling technique is used to collect the data of 742 retail investors who are investing in 
Indian stock market. The Cronbach’s reliability of investor’s different emotional swing’s and 
heuristic variables are greater than 0.60.Findings of this study suggest that investors different 
emotions have shown strong positive relationship with their heuristic development. 

Keywords: Behavioural finance, Emotional swings, Investment decisions, Heuristics, Investment 
strategies.

Introduction

Behavioral finance is a study of 
investor’s psychological traits. It is an extension 
of behavioural economics which uses 
psychological concepts to frame economic 
theories. Classical economics hold the concept 
of investors is rational and stocks are reflected 
by fundamentals. But behavioural finance 
argued that investors are irrational .Further 
stocks are reflected by investor’s psychological 
traits not on fundamentals. Daniel kahneman 
was awarded Nobel Prize on 2002 for his 
contribution on behavioural finance 
development. He focuses mainly on investors’ 
cognition and emotions on investment 
decisions. Emotions are a feeling which is 
directed to some objects or events (Bagozzi, 
Gopinath, and Nyer 1999; Siemer 2005; Sizer 
2000; Watson and Clark 1997). Stanovich and 
West, (2000) derive the concept of investors 
decision making in his “two minds” concept. 
They are intuitive and reflective mind concept. 
Intuitive mind grasp the information quickly 
and make rapid judgements. But reflective mind 

is slow, conservatory and over conscious on 
making decisions. Indeed one cannot say 
intuitive is good for investments decisions 
(Gladwell, 2006). 
Emotions can induce biases on investor’s 
investment decisions. Positive emotions 
associate with long term outcomes while 
negative associate with short term outcomes 
(Gray, 1999). Investors use their emotions to 
frame a rule of thumb which is expressed in 
behavioural finance as Heuristics. Behavioural 
finance practioners opined that heuristics is 
helpful for better and optimum results. Findings 
of heuristics was more supported by Nobel 
laurel Simon (1957, 1978) and Newell 
(1972).This primary aim of this study is to find 
out the influence of investor’s emotions on 
determining their heuristic development. 
Proceedings of this study will be analyzed with 
the help of SEM model, Regression analysis, 
Factor analysis, Cluster analysis and 
Discriminant analysis

Volume| 5 Issue 1 | Does Investor’s Emotions Determine Their Heuristic’s Development? ISSN | 2319-5576

*Ph. D Scholar ,Department of Management Studies, School of Management, Manonmaniam 
Sundaranar University, Tirunelveli - 605014, INDIA

** Reader ,Department of Management Studies, School of Management, Pondicherry University, 
Pondicherry- 605014, INDIA



Review of Literature 
Behavioural finance tries to explain 

how the investors will be influenced by 
psychological bias on their investment 
decisions. The main factors which create biases 
on investor’s investment decisions are emotions 
and cognitions. Behavioural finance is not fully 
rejecting the contribution of efficient market 
hypothesis (EMH). Indeed it supports EMH 
under certain assumptions. Investors’ mood and 
emotion affect their investment decisions. These 
two words are used interchangeably in real life 
situations. But they are different with each 
another. Mood is a long lasting emotional state. 
Further it is less specific and not focused on 
specific objects or events. Emotions are more 
specific and focused or directed on specific 
objects and events (Beedie, Terry, and Lane 
2005). Slovic et al. (2004) explains emotions as 
a feeling which is based on positive or negative 
influence of external stimulus. Mood is related 
to non specific state whereas emotions are 
specific and linked with cognitive appraisals 
(Bagozzi, Gopinath, and Nyer 1999; Siemer 
2005; Sizer 2000; Watson and Clark 1997). 
Kahneman and Tversky (1973, 1979) explain 
the investors’ perceptions towards the gain and 
losses. Investors explore positive emotions from 
a gain and negative emotions from a realized 
loss. This makes them to sell the winners 
intuitively and hold the losers (Shefrin and 
Statman 1985; Barber and Odean 1999). Some 
investors may over trade and some others are 
too little (Barber and Odean 2000). Behavioural 
finance research concentrates on these mistakes 
particularly on cognitive, heuristics biases 
(Gilovich, Griffin, and Kahneman 2002). 
Importance of emotions on investment decisions 
have given importance on behavioural finance 
research (e.g., Hopfensitz and Wranik 2008; 
Loewenstein 2000; Thaler 2000). Risk and 
uncertainty determine one’s emotional state 
(Schwarz 1990; Forgas 1995; Isen 2000; 
Lowenstein, Weber, Hsee, and Welch 2001).
Emotions affect individual’s choice and action 
(e.g., Peterson, 2007; Shefrin, 2000). Phelps 
(2006) opines that cognition can be understood 
only after understanding the importance of 
emotion. Finucane, Alhakami, Slovic and 
Johnson, (2000) concludes that emotions as a 
heuristic. Further they explained that emotions 

comprises of experience, cognitions and 
memories. Lo and Repin (2002) reported that 
trading or investment situations determine one’s 
emotional state. Schunk & Betsch, (2006) 
explains the relationship of emotions and risk 
taking attitudes. Lo, Repin, and Steenbarger, 
(2005) found that positive outcomes associate 
with positive emotions and negative outcome 
associate with negative emotions. Seo and 
Barrett (2007) found that experienced investors 
display more intense emotions than 
inexperienced. This was supported by Dane and 
Pratt (2007) .They argued that emotions play a 
significant role on investor’s intuitive decision 
making. Positive emotions may display matured 
intuitions and negative emotions display 
immature intuitive decisions. Matured intuitions 
associate with optimum results and immature 
intuitions associate with unsuccessful 
investment decisions. 

Heuristic means discover. Heuristics is 
the outcome of experience. Based on the 
intensity of experience one could act. This 
process is called as rule of thumb. This can be 
explored when the situation becomes uncertain 
and complex. This phenomenon, called as 
heuristics (Shefrin, 2000). Gilovich and Grif-n 
(2002), explains six general purpose heuristics 
(affect, availability, causality, fluency, 
similarity and surprise) and six special purpose 
heuristics (attribution, substitution, outrage, 
prototype, recognition, choosing by liking and 
choosing by default). Later attribution-
substitution was replaced by representativeness 
and anchoring-adjustment. Affect heuristic 
theory explains that affective impression is 
helpful to make fast decisions than judging 
probability, when the decisions are complex or 
uncertainty (Macgregor et al., 2000). Forgas 
(1995) also supported the concept of risk and 
uncertainties determine one’s feelings. 
Traditional finance ignored the importance of 
heuristics on decision making process .Later 
this was given importance by Kahneman, 
Tversky (1973) and Shefrin (2000). Shefrin 
(2000) shaped the final heuristics are 
representativeness, overconfidence, anchoring-
adjustment, conservatisms and aversion to 
ambiguity. Representativeness is one such 
heuristic 
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explained by Shefrin (2000) in his book 
“beyond greed and fear”. Representativeness 
associate with stereotypes. Representativeness 
affects investors’ decision making process. This 
was explained by De Bondt and Thaler in his 
winner/loser effect. Tversky and Kahneman 
(1974) explained this term as people often judge 
probabilities “by the degree to which A is 
representative of B, that is, by the degree to 
which A resembles B.” Tversky and Kahneman 
referred this rule as “representativeness 
heuristic.” Investors use this stereotypic 
behaviour to make judgments in an uncertain 
situation .They presumed that past familiar 
patterns will helpful for future patterns. 
Behavioural finance called this human judgment 
as representativeness heuristic.

Confidence and overconfidence have 
different meaning .In decision making process 
confidence associate with deliberativeness and 
overconfidence associate with intuitiveness. 
"No problem in judgment and decision making 
is more prevalent and more potentially 
catastrophic than overconfidence", Plous 
(1993). Psychologists have explained the 
attributes of overconfidence. People with 
overconfidence are overestimating their 
knowledge, underestimate the risks, and amplify 
their ability to control events. Overconfidence 
explores two types of behaviour. They are: 
investors take bad bets because of the fear of 
failure and they trade more often which show 
the ways to excessive trading volume. Shefrin 
(2000) points this as "When people are 
overconfident, they get surprised more often 
than they anticipated”. Psychological studies 
show that most people are overconfident about 
their own relative abilities, and unreasonably 
optimistic about their futures (e.g. Neil D. 
Weinstein, 1980; Shelly E. Taylor and J. D. 
Brown, 1988).

Anchoring denotes advices. It is one of 
the heuristic variable which influence 
investment decisions. Kahneman and Tversky 
(1974) commented that anchoring or expertise 
advice affects investor’s decisions. Further 
investors adjust their portfolios based on 
anchoring with arbitrary value. But practical 
evidence explores that adjustments are often 
insufficient. This reveals that people are 

affected by “anchoring” at the initial stage of 
their investments. Conservatism heuristics 
refers to slow adaptation of information, 
decision making etc. It makes the trader to 
under-react to the new information or problems 
on updating the new information. Investors who 
are influenced by this bias are too slow to adapt 
the changes. Conservatism associate with 
representativeness bias. If there is any change in 
market then conservatory people under react 
during a short period of time. At the same time 
investors who are influenced by 
representativeness are overreact to long period 
of time. Investors’ equity experience plays a 
vital role on defining these approaches on their 
investment decisions. Investors who display 
conservatory approach show more carefulness 
on their approach than the other professionals in 
the same environment.

Aversion to ambiguity is a heuristic 
bias related to the concept of risk-aversion. 
People don’t want to take risk if the 
environment becomes uncertain. If it is certain 
then they would take high risk to optimize their 
return (Shefrin, 2000).Based on the influence of 
psychological biases, each individual follows 
two different style of decision making. They are 
intuitive and deliberate decision making. 
Intuition arises from different forms. They are 
creative, affective, moral, social or experience. 
But on investment decisions, intuitions are 
referred as “gut feelings”. According to dual 
processing model (Evans, 2008; kahneman, 
2003), decision makers are of two types, one is 
deliberate and other one is intuitive. Deliberate 
decision makers depend on logical and 
analytical way of decision making, whereas 
intuitive decision makers take very less time to 
make quick decision. Their decisions often 
associated with biases and errors (Kahneman, 
2003; Simon, 1955; 1957; Tversky and 
Kahneman, 1974). From the above review, it is 
clear that investor’s emotions and heuristic state 
affect their investment decisions.

Research methodology

Descriptive method was much suitable 
to analyze the present study. This study presents 
a cross-section analysis of emotional factors 
with heuristics factors through Structural 
Equation Modeling (SEM).The retail investors 



who are accessing Indian stock market from 
Tamilnadu are the population elements. Since 
the population is so high, multistage sampling 
technique is used to collect the data from retail 
investors who are located in major cities of 
Tamilnadu. Some of the major cities are 
Chennai, Coimbatore, Trichy, Erode and Salem. 
Leading five broking firm was identified in each 
place to collect a target of 200 questionnaires 

from each location. The sample size of 850 
questionnaires was targeted to collect the data 
from various cities located in Tamilnadu. The 
sum of distributed questionnaires was one 
thousand through various modes like E-mail, 
directly given to investors; through managers to 
investors etc. Out of 850 questionnaires 
distributed, only 742 responses were received, 
error free. This accounts for a valuable response 
rate of 87 percent of the total sample. 

Data for statistical analysis

Emotional swing variables are taken as the research variables in this study. There are 14 
emotions widely influencing individual investment decisions over a period of time. (Source: Diversify 
to Take the Edge off Swings in Investor Sentiment, American Century Investments, 2012). It has 
been shown in figure-1:

Figure 1: Emotional swings

The emotional cycle of investors starts and 
ends with optimism. In between these 
optimisms investors are influenced by 
different emotions like Excitement, Thrill, 
Euphoria, Anxiety, Denial, Fear, Desperations, 
Capitulation, Despondency, Depression, Hope, 
Relief etc. Among these emotional swings 

Euphoria, Despondency and Depression play a 
vital role on the success of investors’ 
investment decisions. Each emotion has its 
own positive and negative aspects. How 
investors use these aspects will determine their 
success and failure of investments. 
Simultaneously investor’s heuristics are 

Representativeness, Overconfidence, 
Anchoring, Adjustments, Conservatism and 
Aversion to ambiguity 

Diagrammatic representations of data analysis of influence of emotions on investor’s 
heuristic states

Emotions and heuristics factors are 
extracted by using factor analysis. First part 
of the analysis studies the relationship of 
emotional and heuristic factors. Second part 
of analysis explains the relationship of 

emotional factors and heuristic clusters. 
Following figure-2 explains how 
relationship of investor’s emotions and their 
heuristic states
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Influence of emotions on investor’s heuristics

Emotions play an important role of determining individual’s heuristic state. Relationship 
between investor’s emotions and their heuristics are shown in the figure.

Figure 3: Influence of Emotions on investor’s Heuristic’s

Figure 3 portrays the relationship between investor’s heuristics and their heuristic state. The path 
coefficient of this relationship is 0.77. Hence it can conclude that there exists a positive and strong 
relationship between investor’s emotions and their heuristics. Further, results of goodness of fit model 
are shown in table.

Table 1: Result of goodness of fit for influence of emotions on investor’s heuristics

Model P-value CMIN/D
F

NFI IFI CFI RMESA

Study model .000 7.5 .90 .90 .90 .094
Threshold value ≥0.05 ≤ 2-5 ≥ 0.90 ≥ 0.90 ≥ 0.90 < 1

As per table-1, NFI, IFI, CFI values are around 0.90 which satisfies the threshold limit of greater than 
or equal to 0.90. Further the RMESA value of this model is less than 0.1 which is a good sign of 
model to be fit. Hence the model is accepted.
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Hypothesis settings

The following hypotheses have been framed, 
based on the above relationship model. 
Hypothesis 1: There exists a significant 
relationship among investor’s different 
emotional state with their heuristic states.
Hypothesis 2: There exists a significant 
relationship among investor’s different 
emotional state with their heuristic clusters.

Factor analysis 

Factor analysis was carried out to 
extract the emotional and heuristic factors in to 
smaller manageable factors. For the purpose of 
extraction, Principal Component Analysis is 
used and for the rotation Varimax rotation is 
used, which is the standard rotation method. 
Extracted factors have given specific names and 
its descriptions are explained below.
Indecisiveness emotion: Indecisiveness 
emotion contains anxiety, capitulation, 
desperation and denial. Investors’ decisions 
makings often fluctuate based on the influence 
these variables. These factors explain the 
investors’ attitude towards the losses. 
Clueless or confused emotion: Clueless or 
confused emotions contain panic, euphoria and 
despondency. Panic, euphoria and despondency 
explain the investors’ perception towards the 
market. Based on the intensity of these 
emotional influences, investors may perceive 
the market as optimistic and pessimistic. 
Optimistic investors may hold or wait and 
watch the situations whereas pessimistic can 
terminate their investments in the equity market. 
Paranoid emotion: Paranoid emotion contains 
fear and depression. It explains investors’ 
irrationality and delusion state of decision 
making. It comes under negative emotion which 
explains two extreme phases of the market life 
cycle. Further this factor determines high 
profitability or huge loss of the investors. Fear 
and depression explain the negative attributes of 
the investors. High influence of these factors 
makes the investors to take wrong decisions 
(offensive strategy). At the same time low 
influence of these factors make the investors to 
take correct decisions (defensive strategy).
Enthusiastic emotion: Enthusiastic emotion is 
a state of positive approach towards the market. 

It contains excitement, thrill and relief. 
Investors tend to look the market as positive. So 
this is called as positive emotions. Enthusiasm 
is a psychological factor which motivates the 
investors to do much better than their previous 
efforts.
Dogmatic emotion: Dogmatic emotion is a 
positive emotion of high confident state. It 
contains both optimism and hope. Further 
optimism brings hope towards the behaviour .So 
they are considered to be an interdependent 
factor. Dogmatic emotions make the investors 
to adopt strategies like herd behaviour and 
contrarian behaviour.
Assertive heuristics: Assertiveness means 
active state of one’s emotion. Here assertive 
factor comprises of representativeness and 
aversion to ambiguity. According to Shefrin 
(2000), Representativeness has direct impact on 
investor’s biases. Aversion to ambiguity refers 
to avoiding risky investments. These two factors 
explain investor’s aggressive behaviour. 
Submissive heuristics: Submissive means stay 
away or a nervousness feeling towards 
something. Here submissive contains 
Anchoring, Adjustments, Conservatisms and 
overconfidence. Submissive heuristic refers to 
passive state of behaviour. It makes the 
investors to more conscious about the 
investments. Here over confidence may 
stimulate them to intuitively approach the 
market. This confident may be given by others 
or their self thoughts. Moreover these factors 
determine their risk taking appetite. Mostly 
investor’s cognition and satisfaction level may 
determine their attitude. Less cognitive and high 
satisfaction level may force the investors to 
adopt submissive heuristics behaviour. These 
factors explain investor’s defensive behaviour.

Reliability test for collected data

In order to test the hypothesis, 
reliability of the data should be tested. The 
reliability of the collected data is identified by 
using Cronbach’s alpha test. The data is reliable 
if the Cronbach’s value should be greater than 
0.60.Here the Cronbach’s value for emotional 
variables are 0.64 and heuristic variables are 
0.6.Both these values are greater than 0.6.This 
suggests that the given data is 
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dynamic and acceptable for further analysis. 
AMOS, STATA and SPSS software 

are used for analyze and interpret the present 
data. The reliability of each variable is 
presented in table-2.

Table 2: Results of Reliability test

The normality of the heuristic variables has been tested by using Kolmogrov- Smirnov test. The result 
of the assertiveness (X1) and submissive(X2) heuristic variables are 3.769, 6.169 and p values of 
assertiveness and submissive factors are 0.000 .Further it is assumed that the normal distribution of 
these two variables are accepted at 0.05 level of confidence.

Table 3: Estimated coefficient of investor’s emotions and their heuristic state

Variables Assertiveness(A) Submissive(S)

Indecisiveness emotions(I) 0.3788*  0.4930*  

Clueless emotions(C) 0.3933* 0.5025*  

Paranoid emotions(P) -0.0173   0.4047*  

Enthusiastic emotions(E) 0.4118* 0.5734*  

Dogmatic emotions(D) -0.2732*  0.2272*  

Table 3 suggests that indecisiveness (0.3788, 
0.4930), clueless (0.3933, 0.5025), enthusiastic 
emotions (0.4118, 0.5734) and dogmatic 
emotions (-0.2732, 0.2272) have shown 
meaningful correlations with both the heuristic 
state. Paranoid emotions (0.4047) have shown 
positive relationship with submissive heuristic 
state only. 

Testing the hypothesis-1

Spearman correlation coefficient is used 
to test the significant relationship among the 
investor’s different emotional state with their 
heuristics states. Table-3 reveals that most of 
variables correlate with one another. This 
indicates that the given relationship is 
meaningful at α = 0.05 level of significance. 
Hence the hypothesis is rejected. i.e.) there are 
significant relations among the investor’s 

emotions with their heuristic state at 0.05 
percent level of significance.

Model analysis

The SEM model is used to test how the 
latent variables and their measurements are 
closely related. Previous literature review is 
taken to construct a hypothetical structure 
equation models with the help of AMOS. The 
correlation coefficient of different emotional 
swings with their heuristics is 0.60 which is 
greater than the satisfactory correlation 
coefficient of 0.6 and above. An appropriate 
regression model has been constructed based on 
these two variables at α=0.05.Here independent 
variables are investors different emotions (Y) 
and dependent variables are investors heuristic 
variable (X) .The results reveals that the 
calculated variable is greater than 0.05.This 
suggests that emotions has significant influence 
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Factors Variables
Cronbach’s 

value
Standard 

deviations
Mean

Indecisiveness(Y1) Y11,Y12,Y13,Y14 0.82 3.956 12.07
Clueless (Y2) Y21,Y22,Y23 0.88 3.272 8.86
Paranoid (Y3) Y31,Y32 0.81 2.238 6.93

Enthusiastic (Y4) Y41,Y42,Y43 0.70 2.848 10.38
Dogmatic (Y5) Y51,Y52 0.63 1.695 7.71

Assertiveness heuristics  (X1) X11,X12 0.89 2.567 5.98
Submissive heuristics  (X2) X21,X22,X23,X24 0.90 3.110 8.48



of investors different heuristic states. Further 
regression coefficient has been calculated by 
using Maximum Likelihood method. Regression 
coefficient of assertiveness (X1) and 
submissiveness (X2) are 0.86 and 0.50. The 
relationships are expressed in equation as 
follows:

X (1) = 2.123+ (.1645) Y1+ (.22485) Y2+ (-
.02508) Y3+ (.4251) Y4+ (-.4347) Y5
X (2) = -.8349+ (.1107) Y1+ (.2066) Y2+ 
(.1468) Y3+ (.2744) Y4+ (.1430) Y5
The influence of investors emotional swing 
variables with their heuristic states are shown in 
SEM model in figure 2.

Fig 4: The structural relationship of investors’ different emotional state and their heuristics

Fitness test criterion results 

The SEM model-4 gives the following results: 
They are IFI=1.000, CFI=1.000, GFI=0.999, 
AGFI=0.999, NFI=0.999, RMSEA=0.013. NFI, 
IFI, CFI, GFI, and AGFI meet the criteria of 
0.90 and above. Further RMESA value is 0.013 
which satisfies the threshold limit of less than or 
equal to 0.10. The chi-square value is 2.233 
with degrees of freedom is 2 and its probability 
value is 0.327 which is greater than 0.05 
percent. This shows that the given relationship 
model is perfectly fit. 

Result of path analysis of sem model 

Figure 4 illustrates that indecisiveness 
emotions have revealed good relationship with 
assertiveness and submissive heuristic states. As 
already stated indecisiveness emotions contains 
anxiety, capitulation, desperation and denial. 
Investors explore these emotions when they 
hesitate to face additional losses. These 
emotions make the investors to frame a negative 
rule of thumb which contains less influence of 

assertiveness and high influence of submissive 
heuristics. Benartzi and Thaler (1995) explains 
losses in their myopic loss aversion theory. 
According to their theory, investors who are 
influenced by negative emotions are hesitating 
to face the losses.  Further they may have faced 
the problem of cognitive dissonance. This 
shows that investors are introvert and negatively 
setting the heuristics while making decisions. 
I.e. Investor’s become irrational. This makes 
them to be unsuccessful investors in the equity 
market.

Clueless or confused emotions have 
explored meaningful impact on investor’s 
heuristic states. It contains panic, euphoria and 
despondency emotions. These emotions explain 
the attitude of investors when the losses 
continue on their investments. SEM Model 
shows that clueless emotions have equally 
affect the assertive and submissive heuristic 
states. This shows their confusion towards the 
market. Investors who are influenced by this 
emotion may intuitively approach the market. 
Their intuitions may be immature in nature. 
Further they are framing negative rule of thumb.
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Paranoid emotions contain fear and depressions. 
This emotion affects investor’s submissive 
heuristic only. According to Lee and Andrade 
(2011), fearful investors are likely to sell their 
stocks to avoid losses. They tend to frame 
negative perceptions toward the market. Further 
Slovic and Peters (2006) also pointed that 
emotions such as fear and anger leads to 
intuitive way of perceiving the market.  Hence 
Fear increases the risk estimate and anger 
reduces it. This shows that they are highly 
influenced by intuitiveness and low on 
deliberativeness. Fear and depression are the 
output of inappropriate or wrong decisions. This 
emotion drives the investors to take defensive or 
conservatory approach towards their investment 
decisions.  

Enthusiastic emotions have shown 
strong positive relationships with assertiveness 
and moderate relationship with submissive 
heuristic states. Enthusiastic emotion contains 
relief, thrill and excitement. These emotions are 
secondary state of emotions. i.e.) Responsive 
emotions. This shows that relief, thrill and 
excitement make the investors to adopt intuitive 
behaviour on their investment decision. 
Intuitions may be positive or negative. 
Enthusiastic investors who have positive 
intuitions adopt assertive heuristics while 
negative intuitions may drive them to adopt 
submissive heuristic state.

Dogmatic emotions have shown negative 
relationship with assertive heuristics and 
positive relationship with submissive 
heuristics. Zajonc (1980) asserted that positive 
emotions have strong correlation with high 
cognition, while negative emotions have weak 
correlations with low cognition. This reveals 
that positive emotional state investors are 
optimistic and deliberatively approach the 
market while negative emotional state investors 
are pessimistic and intuitively approach the 
market. As already stated dogmatic emotions 
have explored two behaviours. They are herd 
and contrarian behaviour. Dogmatic emotional 
state investors who have negative relationship 
with assertive heuristics may adopt contrarian 
or deliberatively investment strategy while 
positive relationship with submissive heuristics 
explores herding or intuitive investment 
strategy. 

Testing the hypothesis-2

Discriminant analysis is used to develop 
a mathematical model to know the relationship 
between emotional and heuristics factors. Five 
emotional factors (Indecisiveness, Clueless,
Paranoid, Enthusiastic and Dogmatic) are taken 
as independent variables and heuristic clusters 
are taken as dependent factors to find out the 
relationships between them. Here heuristic 
cluster are identified as heuristic satisficing, 
heuristic bounded and heuristic unbounded. 

Table 4: Test of equality of group means

Emotions Wilks' Lambda F df1 df2 Sig.

Indecisiveness 0.651 197.69 2 739 0

Clueless 0.675 177.883 2 739 0

Paranoid 0.918 33.084 2 739 0

Enthusiastic 0.585 262.518 2 739 0

Dogmatic 0.965 13.445 2 739 0

Table 4 contains wilk’s lambda, f statistics, degrees of freedom and the significant values. Wilk’s 
lambda values of emotional factors vary from 0.6 to 1. Enthusiastic emotions have explored less 
wilk’s lambda value. This reveals that smallest wilks’ lambda value of enthusiastic emotions explores 
strong group differences among the mean values of emotional factors. F statistics of enthusiastic 
factor is very high. This signifies that enthusiastic emotions contribute more of defining investor’s 
heuristic states.  The significant values of all emotional factors are 0.000. It indicates that the group 
differences are statistically significant. 
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Insert Table 5: Eigen values

Function Eigen value % of Variance Cumulative % Canonical Correlation

1 1.304a 93.8 93.8 0.752

2 .087a 6.2 100 0.283

The Eigen value is the ratio between-groups sum of squares to the within-groups sum of squares. The 
largest Eigen value explains the maximum spread of the group means. Simultaneously, small Eigen 
explains very little of the total dispersion. Since three clusters are taken, then one can get two 
discriminant functions. The Eigen value of function is high which indicates that there is a good 
variability between the two functions. The canonical correlation measures the association between 
two functions and five factors. The co-efficient of canonical correlation is high for first function. This 
indicates that there exists high relation between two functions and the five factors.

Table 6: Structure Matrix

Emotions factors
Function

1 2

Enthusiastic 0.731* 0.390

Indecisiveness 0.628* -0.475

Clueless 0.607* -0.048

Paranoid 0.194 0.678*

Dogmatic -0.121 0.445*

Structure matrix shows for each variable, an asterisk indicates its largest absolute correlation with one 
of the canonical functions. With each function, these marked variables are then ordered by the size of 
the correlation. Enthusiastic, Indecisiveness and Clueless emotions have shown strong correlations 
with function one and the factors Paranoid and Dogmatic have shown correlation with function two. 
So the two functions may be

Z1 = 0.731 Enthusiastic + 0.628 Indecisiveness + 0.607 Clueless and
Z2 = 0.678 Paranoid + 0.445 Dogmatic.

Z1 and Z2 are two discriminant functions will explain the characteristics of influence of emotions on 
individual’s heuristic state.

Conclusion 

The present study examines the 
relationship of individual’s emotions and their 
heuristics state. Findings of this study revealed 
that there exists a significant relationship of 
investor’s emotions and their heuristic state. 
Further, findings suggested that individual’s 
enthusiastic emotions play a lead role of 
determining one’s heuristic states. At the same 
time, dogmatic emotions have shown low or 
negligible percentage of determining 
individual’s heuristics.  From these findings, it 

is asserted that high enthusiasms and low 
dogmatic emotions drive the individuals to 
make heuristic decisions. An overall conclusion 
from this study reveals that individual’s 
emotions based heuristics highly influence 
individual’s intuitive decisions. This study has 
explored the following limitations: First of all, 
investors in this study are limited to retail 
investors who access Indian secondary market 
from Tamilnadu region only. Secondly, the 
research data was aimed to collect the retail 
investors from the five major cities of
Tamilnadu state only. Finally, emotions are the 
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only factors taken to carry out its influence of 
individual’s heuristic state. 

Findings of this study will be useful to 
retail investors to understand how their 
emotions 
Contribute to successful investment decisions. 
Analysts from the Investment field, broking 
firms, and managers of mutual fund industry 

use these findings to help their clients on 
making successful equity investments.

Directions of future study 

This study will be taken as a base to 
find out the impact of individual’s emotions and 
their investment personality being a promising 
area of future research related to this topic. 
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