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The future of work is expected to bring waves of challenges and opportunities
driven by technology, digitalisation, sustainability and strategic workforce. Trends,
based on surveys, research studies and interactions of leaders with stakeholders,
point significant directions and skill gaps which need to be addressed by employers,
employees and academia.

COVID-19 pandemic necessitated working from home which reduced travel,
care-giving and well-being cost but with organisations shifting to hybrid/ in-office
mode at present, HR professionals need to attract talent and find compelling ways
to engage and retain them. Mc Kinsey survey' (2021) revealed that 29 percent of
employees were contemplating job change if their employer switched back to a
full-time on-site model; this trend can be observed even now.

According to International Monetary Fund (IMF) 40 percent of jobs worldwide
are exposed to Al which requires careful policy consideration (Georgieva,? 2024).
Gen Al will affect those jobs most that are routine type, text-and-data heavy. This
implies that organisations need to equip themselves with new technologies,
Gen-Al based tools, Gen Al- enabled assistants or co-pilots; and skill, upskill or
reskill their employees in using these effectively and with responsibility. Al has
started impacting all HR functions and will play an important role across the
employee life cycle.

World Economic Forum’s Future Job Report,> 2023 highlights the jobs and
skills required during the next five years, based on socio-economic and technology
trends, that will influence the workplace of the future. According to their worldwide
survey 85 percent organisations posit that new and frontier technologies, and
expansion of digitalisation will be the catalyst in their organisation transformation.
Also, Environmental, Social and Governance (ESG) standards will affect
organisations along with investment in green transition which will create more
jobs in these fields. Climate change, environment management technologies, big
data and cyber security will create job growth whereas Al, e-commerce, digital
platforms and apps will create job disruption. Emerging trends indicate that Al
will automate, augment or transform jobs. Due to rising cost and slower economic
growth, depending on the geo-political situation of a country, permanent jobs are
likely to be reduced or offset by partial jobs.

Competition, innovation, and disruption in industry will be on the rise to grow
business and to have competitive edge. Hence, business schools, which provide
human capital to industry, need to revamp their offerings, curricula and andragogy
in partnership with industry, professional bodies, NGOs and organisations to
develop skill-sets among students to be relevant to industry, future work and the
workplace across geographies. Faculty development, enrichment, exposure and
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incentives need to go hand in hand. Interdisciplinary and innovative approach,
international immersion, student and faculty exchange, partnerships in teaching
and research would play an important role where quality and accreditation would
play a pivotal role.

Al preparedness is the key for the future of work, workplace and workforce.

ORCID iD
Radha R. Sharma https://orcid.org/0000-0002-1710-3888
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Abstract

The COVID-19 pandemic created an environment of unprecedented shock among
global economies. Prolonged lockdown across countries, national economic down-
turns and unexpected disruptions of demand and supply cycles created a likeliness
towards a phase of slowdown that could last for an uncertain period. The current
study is an attempt to investigate the possible post-pandemic implications on se-
lected financial dimensions of an economy. Secondary data have been relied on to
highlight the social and economic impact of this pandemic by drawing insights from
literature that have been able to foretell or assess the impacts of likely situations of
crisis. Major findings of the study are indicative towards the need of fulfilling unmet
investments in preparedness against pandemics, the obvious advantages of having
pandemics like COVID-19 being covered by insurance, possible long-term shifts in
global spending patterns and the importance of financial markets enduring through
such uncertainty. Understanding the impacts of past events that might closely paral-
lel the COVID-19 pandemic brings out avenues of future research in this direction
and a possibility of supplementing the scant literature available in this area of study.
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Introduction

Fortunately, we are all now aware of the continuous efforts being made to combat
the COVID-19 pandemic and reduce its high death toll. We are also concerned
about how the crisis will ultimately affect the economy and particularly how it
will affect financial markets. As of the time of writing, the ill effects of the
pandemic remain active and the full extent of the catastrophe is still unknown.
However, it is realistic to anticipate that the topic of pandemics and finance will
garner a significant deal of interest in the very near future. Since the outbreak,
there has been tremendous scientific advancement in our understanding of
COVID-19. Data gathered and analysed brought to light how the body of litera-
ture on this subject evolved through time (Rinaldi et al., 2020). The initial focus
of COVID-19 research was on the disease’s transmission, diagnosis and testing.
As a result, there has been an increase in research on the wider effects of the
COVID-19 pandemic, with an emphasis on studies of human cultures, sustaina-
bility and mental health. In addition to analysing the effects of previous pandemics
and epidemics, recent academic studies also unsettlingly predict catastrophic
occurrences like COVID-19 and its economic repercussions. Future research
topics include examining the effects of earlier occurrences that, in some respects,
closely mirror COVID-19, as well as how COVID-19 may differ from those
earlier events. Understanding the potential ramifications of the COVID-19
pandemic on many financial dimensions is vital since the realm of finance
continues to gain relevance in so many spheres of social life (Hopwood & Miller,
1994). While it’s true that there is a scarcity of literature on how the pandemic
may have influenced future agendas in finance, many eminent researchers across
different domains of research interest (Brodeur et al., 2021; Cachén-Zagalaz et al.,
2020; Harapan et al., 2020; Koutoupis et al., 2021; Piccarozzi et al., 2021; Pokhrel
& Chhetri, 2021) have recognised this as an opportunity to explore new ideas and
possibilities. Thus, the relevance and need of a research attempt in this direction
becomes enhanced.

This brief conceptual article sketches the minimal study on pandemics and
finance that has been done so far and suggests some partial connections with
other, more thoroughly researched, fields of financial economics research. By
consulting a variety of literary works, a brief analysis of potential COVID-19
effects on financial markets and institutions, either directly or indirectly, is pre-
sented. The ‘Introduction’ section of the study introduces the topic of the research
to readers; the ‘Literature Review’ section presents a concise discussion on the
limited literature available on this topic and the ‘Research Methodology and
Objective’ section brings to light the major objective of the research endeavour
along with the methodology adopted for its implementation. The observation and
findings of the study are upheld in the ‘Observations and Findings’ section and
divided into subheads of major financial dimensions for better comprehension.
The conclusions of the study along with implications and scope of future research
are summarised in the ‘Conclusion’ section.
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Literature Review

Auvailable literature on the COVID-19 pandemic and its impact on economies’
public administration and financial markets are limited in quantity and scope.
However, a lot of recent research attention is being put in this direction to address
various aspects of the pandemic with a view emphasising that according to
national circumstances, there is variety in the scope and format of each country’s
response. In such circumstances, a concise yet comprehensive review of literature
has been conducted to better grasp the current topic under study.

The effects of COVID-19 on finance and potential future agendas have been
the subject of numerous research. According to certain studies (Igbal & Bilal,
2021; Castellano et al., 2020), financial institutions will need to become more
flexible and responsive to quick changes in market conditions. This is because the
pandemic has revealed the limitations of traditional financial systems and their
inability to respond quickly to crises. Other studies have focused on the role of
digital technology in shaping the future of finance. For example, Obeidat et al.
(2020) argue that the pandemic has accelerated the trend towards digital transfor-
mation in the financial sector, and that new technologies such as blockchain and
fintech will play an increasingly important role.

Numerous studies also show that in the post-pandemic world, sustainable finance
will be a crucial goal (Carannante et al., 2021; Le et al., 2021). This is due to the pan-
demic’s emphasis on social and environmental issues, and the fact that investors are
increasingly looking for companies that prioritise sustainability. Furthermore, studies
have been conducted to investigate the potential influence of the pandemic on finan-
cial regulation (Caserotti et al., 2021). According to this research, authorities will need
to take a more proactive approach to risk management and financial stability in order
to avoid future crises. Other scholars focus on the implications of the pandemic on
banking practices and services (Tabari et al., 2020; Li et al., 2021). They argue that
banks will need to become more customer-centric, by offering personalised and flex-
ible services that meet the evolving needs of consumers in a post-pandemic world.
Some studies have also emphasised the need of collaboration and cooperation among
various financial stakeholders (Clemente-Suarez et al., 2020; Haldane, 2020). This is
because this pandemic has highlighted the global financial system’s interdependence
and the significance of working together to confront common concerns.

Broader patterns in accountability were exposed by the response to the COVID-19
pandemic. Public authorities adopted different accountability practises, each of which
was impacted by how they tried to defend their actions to the public (Andreaus et al.,
2021). However, several research asserted that several policies come with unintended
consequences that will have a detrimental influence on environmental concerns,
poverty, inequality and, more broadly, the global sustainability agenda (Ahrens &
Ferry, 2020; Argento et al., 2020; Elkhashen et al., 2021; Heald & Hodges, 2020). In
order to better comprehend the short-, medium- and long-term effects and implications
of the dispersed budgetary reactions to the pandemic, as well as their connections and
interdependencies, more research is required.
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Most of the publications, which are primarily published in medical journals,
deal with epidemiologic topics. A rising number of studies highlight key success
elements and governance aspects of the pandemic (Amat et al., 2020; Liu &
Saltman, 2020). The economic effects of the pandemic are being put under study
by various researchers and academicians.

Little insights into financial risk and equity resilience may be gained from the
scant literature addressing the pandemic’s influence on the financial markets and
how accounting is involved in analysing and calculating this impact. As an example,
Yu et al. (2021) analyse the COVID-19’s systemic risk spillover effect between
countries. The results demonstrate that the nations with the most severely impacted
economies served as the primary risk senders during the early phases of the pan-
demic. Yet, the study discovers that the impacts of risk spillover are extremely
dynamic. De Vito and Gémez (2020) concentrated on the liquidity risk and provided
crucial advice on how to reduce the possibility of a cash shortage. They also identi-
fied share price resiliency as a potential area for further study in this context.
Bénassy-Quéré and Di Mauro (2020) provide a thorough collection of texts address-
ing issues such ‘safeguarding businesses, employees, banks, national budgets, and
sovereign debt’. Their work also further brings forward ideas for newer monetary
and fiscal policy drives for addressing the impact of the current crisis on the
economy, saying that for politicians to succeed, they must act quickly and break
taboos. Amat et al. (2020), who have little doubt that the impending recession will
have significant distributive effects, consider relief measures to lessen the economic
effects of the lockdowns. According to Bozorgmehr et al. (2020), the convergence
and interaction of the COVID-19 dilemma with three other global crises—the gov-
ernance, economic and migratory crises—makes the situation significantly more
extensive and complex. This is a challenge for both developed and developing coun-
tries. In other research, general equilibrium models are mostly used to analyse the
effects of various scenarios on macroeconomic outcomes and financial markets
(Mirica et al., 2020). Recent literary works point to practical measures for easing the
fiscal strain on the public budget and promoting economic recovery.

Few research has considered subnational levels; most studies on the socioeco-
nomic effects of the pandemic concentrate on the central government level.
According to Spagnolo et al. (2020), this pandemic is unprecedented from the
standpoint of local governmental institutions in charge of providing services.
They provide a framework for negotiating COVID-19’s financial implications and
depend on recent polls to evaluate the reaction tactics used by local governments
as they try to determine their financial standing going into the upcoming budget
cycle. According to Dzigbede et al. (2020), during times of unprecedented crisis,
local governments must work together for the good of the community and require
financial support from the federal and state governments. They should also con-
sider and address social and financial inequities, paying particular attention to
small local governments with limited resources.

We can also draw from the results of the fiscal policies implemented following
the 2008-2009 financial crisis while discussing the effects of the COVID-19 pan-
demic on financial markets and allied sectors (Kickert & Randma-Liiv, 2015).
These, however, have once more centred primarily on the national level. Kickert and
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Randma-Liiv (2015) investigated the topic of budget reduction during times of
crises. Most authors think that strict regulations in some cases may be required,
nonetheless, government initiatives that prioritise reassessing policy priorities and
improving the effectiveness of public spending are preferable.

In conclusion, most of the available literature suggests that several agendas and
trends, such as the need for agility and adaptability, digital transformation, sus-
tainable finance, proactive regulation, customer-centric banking and stakeholder
collaboration, will shape the future of finance in a post-pandemic world. As insti-
tutions seek to adapt to current challenges and construct a more robust financial
system, these issues will almost certainly be essential for the future of finance.

Research Methodology and Objective

The methodology of research can be thought of as an analysis of the numerous
processes a researcher takes to logically explore his research problem. It is in the
form of a study blueprint that outlines the steps involved in gathering data,
choosing a sample, using an instrument like a questionnaire, processing the data
collected and eventually interpreting it. The current study is descriptive in nature.
Thus, the methodology adopted and information collected is based on secondary
data, that is, published data or data collected in past or through academic journals,
relevant websites and pertinent paper presentations.

Every research study is set up to achieve specific goals. Like that, this study has
been conducted to emphasise the social and economic effects of the COVID-19
pandemic by using knowledge from works of literature that have been able to
predict or evaluate the effects of probable crisis circumstances. The study aims to
shed light on the direct or indirect effects of the COVID-19 epidemic on financial
institutions, markets and other related sectors in the field of finance.

Observations and Findings

COVID-19: Impact on the Economy

The tremendous economic costs associated with pandemics are an obvious way in
which they might affect financial institutions. Many articles have been written
about the costs of pandemics, including estimates for future pandemic costs as
well as expenditures associated with prior pandemics like the HIV/AIDS crisis.
Ex post costs of pandemics and epidemics are frequently discussed in articles on
these expenses. For instance, Santaeulalia-Llopis (2008) focuses on the effect of
the HIV/AIDS pandemic on development, whereas Haacker (2004) addresses the
economic repercussions of the pandemic.

Many articles relevant to the COVID-19 pandemic and the crisis created out of
the same have tried to estimate probable implications of ‘future pandemics and epi-
demics’ on the economy. Uprising costs of healthcare system, both at the public and
private levels, has been a major issue of concern creating an unfavourable trickle-
down effect resulting in ‘strain on health systems from not being able to concurrently
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deal with more routine health issues during outbreaks; loss of employment produc-
tivity; social alienation disrupting economic activity; impact of tourism and parity;
and impact on foreign direct investment’ (Bloom et al., 2018).

Fan et al. (2018) have all shared their concerns in unison, indicating a consen-
sus in their views. Recently, ‘a higher investment in preparedness against severe
diseases and pandemics’ was noted as being unmet. According to their calcula-
tions, the ‘estimated yearly losses from pandemic risk amount to roughly
500 billion US dollars, or 0.6% of global income’. The price of COVID-19 makes
this so-called large amount significantly undervalued. Several other works, such
as those by Yach et al. (2006), Madhav et al. (2017) and many others, also empha-
sise the importance of managing economic risk considering the likelihood of
potential future pandemics.

Note has also been taken of papers that track the frequency of contagious
disease outbreaks that have experienced ‘near calls’ and were successfully con-
tained to a far lower level than they may have otherwise. Thomas et al. (2019)
accounted of the recent ‘deadly epidemic of the highly contagious respiratory
disease Nipah in the Kerala region of India’ in a subtle manner of intrigue. In this
instance, public health professionals’ remarkably quick response prevented a
bigger global health problem. A report from the World Health Organization’s
Global Preparedness Monitoring Board further states that the organisation tracked
1,483 epidemic incidents in 172 countries between 2011 and 2018 which is par-
ticularly startling. The report also highlights the fact that little to no preparation is
being made even though a pandemic is imminently posing a threat to the entire
planet.

COVID-19: Impact on Banking and Insurance

Understandably, banks are at risk during economic downturns due to the likeli-
hood of nonperforming loans and the potential for bank runs in the worst-case
scenarios. As of now, certain studies have discovered a strong correlation between
the development of HIV in underdeveloped nations and significant increases in
deposit turnover. He explains this by saying that large-scale withdrawals of
deposits were necessary to pay for individual treatments.

A theoretical model created by Lagoarde-Segot and Leoni (2013) demonstrates
that the chance of the banking sector in a developing country collapsing rises as the
combined prevalence of major pandemics rises. During epidemics, a large portion of
bank and microfinance institution group lending to the poor will be subjected to
pressure since the aggregate shock will exert pressure on all members of the group
(Skoufias, 2003). Bank robberies may occur at rural financial institutions amid
floods or crop failures (Binswanger & Rosenzweig, 1986). How COVID-19 will
alter financial institution procedures is still up in the air. In general, how long will
banks continue to follow a more cautious lending strategy after COVID-19? Has
research been done on how banks respond to COVID-19-sized macroeconomic
shocks (Bongini et al., 2019)? Literature has examined if ‘black swans’ have an
impact on the world. COVID-19 has brought the entire world together in facing a
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global challenge. As we navigate through this unprecedented time, we must consider
how we can work together to address the impact of such widespread events on our
communities. This includes exploring ways to ensure that we can manage the finan-
cial consequences of such catastrophes in the future. Another query is whether
COVID-19 should be viewed as a ‘black swan’ or an unexpected occurrence with
severe ramifications. ‘No’ appears to be the response.

It should not be viewed as completely unexpected when such a large number of
academic studies, as described above, suggest that pandemics might occur and
forewarn that huge economic losses might result out of the same. Further, one
pandemic might lead to other epidemics that would not take much time in spread-
ing globally.

It is obvious that pandemics like COVID-19 are preventable; hence, it is very
advantageous that they are covered by insurance. The idea of such insurance is
discussed by Tamura and Sawada (2009) in relation to avian flu outbreaks in
Vietnam. Of course, such insurance is typically only offered to people who are
financially secure, at least at the private level. Most likely, the base of the pyramid
will be ignored. In the wake of major crises, Sawada and Shimizutani (2008) high-
light that ‘those with personal collateral quickly recover financially while those
without such collateral do not’.

COVID-19: Impact on Financial Markets

Although there has not been much written about how epidemics, much alone
pandemics, affect financial markets, there are some faulty analogies to be drawn
from other kinds of natural calamities. Markets reacted to aviation disasters,
terrorism and more recently, natural calamities like earthquakes and volcanic
eruptions. While disasters involving air crashes, like as the COVID-19, have been
catastrophic to the airline business globally, certain studies imply that some
airlines may benefit from passengers switching carriers after air crashes. With
COVID-19, which is reducing airline operations worldwide, this is unlikely to
happen. COVID-19 will undoubtedly have a greater effect on some industries than
others. However, COVID-19 will also have a significant impact on domestic
demand in practically every nation.

Levels of spillover from other prior catastrophes have a significant impact on
the degree to which past disasters’ overlap sheds light on the probable impact of
COVID-19 on the financial markets. Given that COVID-19 will have a global
influence, it is helpful to contrast the current scenario with previous occurrences
that, despite being more localised, resulted in spillovers that created more general
impacts. Given that terrorist attacks are by their very nature intended to affect the
public mood broadly, research on the effects of terrorist attacks on the financial
markets may offer some kind of comparison.

In his article on the ‘spillover effects’ of terrorist strikes, Karolyi (2006) ques-
tions whether the evidence on the subject points to a widespread or ‘systematic’
contribution of prospective terrorism to total risk. He concludes that there is not
much evidence, but there have not been many studies looking at beta or volatility
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concerns in asset-pricing models. According to certain studies, market declines
related to terrorist attacks are rather minor and only last for a very brief period
(Brounen & Derwall, 2010). After September 11, Choudhry (2005) looked at a
limited number of US companies in a range of different industries to see if this
terrorist attack had an impact on a change in market betas. His conclusions were
mixed. According to Hon et al. (2004), the September 11 terrorist attacks increased
market correlations, with the degree of this effect differing by worldwide region.
Several additional publications (Chesney et al., 2011; Choudhry, 2005; Corbet
et al., 2018) give a conflicting picture of the extent to which terrorist attacks have
affected changes in the nature of financial markets.

Since the 1918 influenza pandemic, COVID-19 may be a singular outcome in
terms of its worldwide extent as a pandemic. However, as was already mentioned,
a catastrophe of the magnitude of COVID-19 was not completely out of the ques-
tion. It is fascinating to contrast the conclusion of COVID-19 with a hypothetical
nuclear conflict. No one on Earth can survive a nuclear war, unless one dubiously
accepts an extremely localised impact. As a result, most people believe that the
prospect of nuclear war has little effect on market prices other from raising inter-
national tensions that have an economic impact. The cause does not appear to be
its low probability, but rather the fact that alternative outcomes are unimportant in
the case of a nonsurvivable occurrence.

According to Epstein (2019) (based on data from the US Social Security
Administration), there is a 0.2% chance that a 35-year-old man in the United
States will pass away in the upcoming year. Chances for a 35-year-old woman are
around 0.1%. With age, these chances only very gradually rise. Even at age 50, a
man only faces a 0.5% risk, and at age 50, a woman just 0.3%. What are the
chances that there will be a nuclear war on a global scale in the upcoming year?
We may not have enough information to make such an estimation, which is one
plausible explanation. Most people believe that nuclear wars are instantly fatal
because they are viewed as probability-tail events. On the other side, COVID-19
is wreaking unprecedented levels of economic havoc. However, COVID-19 is
avoidable, unlike a global nuclear war and the importance of financial markets
will endure. The likelihood is high that there will be a significant response on the
global financial markets the next time a contagious respiratory illness suddenly
appears. Surely, the pandemic scenario has set in motion future research in the
domains of financial markets and tail risk.

COVID-19: Impact on Financing and Costs of Capital

Researchers will probably consider the probable long-term impact of COVID-19
on corporate funding. As was already said, COVID-19 draws attention to the
potential—or even likelihood—of infectious illness outbreaks that will have a
significant negative impact on domestic demand around the world. The financial
markets’ failure to account for the possibility of terrible tail-risk catastrophes
that would be catastrophic in any case has fundamentally changed the game.
The global economic harm caused by COVID-19 and similar outbreaks is
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unprecedented. They can be survived, though. Now is the time to prepare for a
long-term impact on capital expenses and company financing.

According to Elnahas et al. (2018), businesses in more disaster-prone regions
adjust by becoming less leveraged. They explain this phenomenon through firms
facing distress in disaster prone areas with respect to ‘operating interruption,
increased capital costs and tighter financial flexibility’, which is consistent with a
trade-off view of capital structure (Kraus & Litzenberger, 1973). Despite the per-
ception that businesses have a permanent capital structure policy, they frequently
react to macroeconomic shocks (Huang et al., 2018).

The COVID-19 strongly shows that equity risk was previously underpriced.
Will this result in businesses using less leverage? Will equity costs fluctuate over
an extremely long period of time? According to Lee and McKibbin (2004), SARS
caused the national risk premium for China and Hong Kong to rise by 200 basis
points. The effect of country-risk premiums on equity costs will differ depending
on how exposed a firm is to different markets, but it is undeniable that an uplift of
‘two percentage points in a country risk premium’, which increased due to the
occurrence of the COVID pandemic would translate into a higher cost of equity
capital which would lead to lesser funding of pensions on a global scale. However,
the findings of Lee and McKibbin (2004) about higher country risk for China and
Hong Kong are predicated on the fact that these two locations were particularly at
risk for SARS. However, in a true pandemic like COVID-19, the exposure is uni-
versal as opposed to localised.

COVID-19: Impact on Governments and Public

Will COVID-19 cause a long-term shift in global spending patterns? For instance,
Haacker (2004) states that the HIV/AIDS crisis has permanently changed
consumer behaviour. Undoubtedly, a global decline in consumer spending and
domestic demand will be extremely difficult for the entire economy to handle. Do
governments have a responsibility to protect citizens from the financial effects of
pandemics? In situations where the private sector is unwilling to provide insur-
ance, the public sector should play a significant role. Less concern may exist about
the public sector displacing private insurance (Cummins et al., 2006). But is the
issue too significant?

According to Arizala et al. (2013), only catastrophes that are exceedingly large
have a negative impact on output over the long and short terms. They do point out
that their findings are based on a small number of instances where violent political
uprisings followed the catastrophes. How much of COVID-19’s economic out-
put’s long-term impacts will be caused by a catalysing of changes in the political
scenario? Is COVID-19 differing from previous natural disasters on sufficient
grounds to be treated as an exception? Or should we anticipate, that economic
activity will resume as it has in prior catastrophic situations?

The pandemic set into motion required changes in the healthcare and public
support infrastructure. Ghesquiere and Mahul (2010), in their study, opined that
managing the potentiality of natural disasters would become a tough task for
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Table I. Summary Findings and Observations.

Area of Study

Summary Observations

COVID-19: Impact
on the economy

COVID-19: Impact
on banking and
insurance

COVID-19: Impact
on financial markets

COVID-19: Impact
on financing and
costs of capital

COVID-19: Impact
on governments
and public

Uprising costs of health care system, both at the public

and private levels, has been a major issue of concern
(Bloom et al., 2018)

A higher investment in preparedness against severe diseases
and pandemics was noted as being unmet (Fan et al., 2018)
Rising importance of managing economic risk noted
considering the likelihood of potential future pandemics
(Madhav et al., 2017; Yach et al., 2006)

Bank robberies may occur at rural financial institutions amid
floods or crop failures (Binswanger & Rosenzweig, 1986)
Those with personal collateral seen to quickly recover
financially while those without such collateral do not
(Sawada & Shimizutani, 2008)

A strong correlation between the development of HIV in
underdeveloped nations and significant increases in deposit
turnover

Further concern is whether catastrophes as unfortunate and
widespread as COVID-19 are insurable

There have not been many studies looking at beta or
volatility concerns in asset-pricing models impacted by
periods of pandemic (Karolyi, 2006)

COVID-19 is avoidable, unlike a global nuclear war, and the
importance of financial markets will endure (Epstein, 2019)
Pandemic scenario has set in motion future research in the
domains of financial markets and tail risk

The COVID-19 strongly shows that equity risk was
previously under-priced (Lee & McKibbin, 2004)

Businesses in more disaster-prone regions adjust by
becoming less leveraged (Elnahas et al., 2018)

Despite the perception that businesses have a permanent
capital structure policy, they frequently react to
macroeconomic shocks (Huang et al., 2018)

COVID-19 may cause a long-term shift in global spending
patterns (Cummins et al., 2006)

Necessary changes required in the healthcare and public
support infrastructure (Arizala et al., 2013)

nations. They further put forward enhancing control and preparations for pandem-
ics to result in greater good for public. How would COVID-19 affect societal
trust is another query. There will be effects from the fact that pandemics like
COVID-19 impact various age groups and economic strata in different ways. Noy
(2009) notes that natural disasters have a greater impact on developing nations.
Social fractionalisation, as stated by Bjrnskov (2008), erodes social trust. Reduced
social trust increases transaction costs across the whole financial system
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(Fukuyama, 1995). What effect this may have on the general public’s acceptance
of social and economic globalisation is a situation yet to be seen (Table 1).

Conclusion

The current study sought to offer an agenda for future research in finance in the
post-pandemic world by delving into ideas accessible from scarce literature on
analogous topics. The study further made connections and outlined impediments
and opportunities for further research in this direction. As can be seen from the
analysis in this article, investors, decision-makers and the general public are
learning from the COVID-19 crisis that natural disasters can cause economic
harm on a previously unheard-of scale. The COVID-19 pandemic is causing a
direct adverse economic effect on every region across the globe. This contrasts
with other events, such as a nuclear war which may take place at a global scale,
which is unavoidable and hence of no meaningful consequence, or events, such
as changes in the world climate, which move considerably more slowly. All
sides now must accept the fact that such a phenomenon is imminently probable
and likely, as has already been made clear to many. Its potential impact on issues
such as capital costs, retirement planning, insurance, governments efforts in
upholding financial systems, social trust and associated transaction costs, as
well as political stability in countries, is yet not fully understood. Financial
researchers will undoubtedly continue to debate these issues for many years
to come.

Implication of the Study

The current study has significant implications for various stakeholders,
including policymakers, financial institutions, investors and businesses. The
study has identified impact of the pandemic on broad dimensions such as
financial markets, banking and insurance, costs of capital and economy at
large to name a few and the regulatory reforms within them that require imme-
diate attention to adapt to the new normal. The study further highlights that the
pandemic has accelerated the adoption of digital technologies, which have
become critical for the delivery of financial services. Financial institutions
and businesses need to invest in digital infrastructure and upskill their work-
force to meet the changing demands of customers. The study also underscores
the importance of effective risk management and regulatory frameworks to
prevent the recurrence of financial crises. Policymakers must collaborate with
financial institutions and other stakeholders to develop robust legal structures
that promote financial stability and long-term growth. Finally, the research on
future agendas in finance in a post-pandemic world offers useful insights into
the problems and opportunities that lie ahead. The results of the study make a
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case that stakeholders need to work together to develop innovative approaches
to finance that prioritise sustainability and risk management in order to
construct a more durable and equitable financial system.

Scope for Future Research

As the world begins to emerge from the pandemic, it is important to consider what
the future of finance will look like in a post-pandemic world. The following are
some potential areas of research that will enhance the scope of the current study in
the future:

1. Digital transformation: The pandemic has expedited the development of
digital financial technology such as internet banking, mobile payments
and virtual currencies. The future of finance will almost certainly involve
further digital transformation, with a greater emphasis on automation, arti-
ficial intelligence and blockchain technology.

2. Risk management: The pandemic has shown serious flaws in risk manage-
ment strategies, notably in the area of supply chain risk. Future research
could concentrate on creating more resilient risk management systems that
can endure global shocks such as pandemics.

3. Sustainability: The pandemic has also emphasised the need for a more
sustainable and socially responsible financial approach. Future study
could investigate the role of finance in promoting sustainability, such as
the creation of new financial products that incentivise sustainable
behaviour.

4. Financial inclusion: The pandemic has contributed to already existing
disparities, notably those connected to financial services access. Future
studies could concentrate on boosting financial inclusion, particularly in
emerging nations with restricted access to financial services.

5. Regulation: The pandemic has highlighted the significance of good regula-
tion in ensuring the stability of the financial system. Future studies could
investigate new regulatory frameworks to handle growing hazards in a
fast-evolving financial world.

Overall, the future of finance in a post-pandemic world is likely to be character-
ised by continued digital transformation, greater emphasis on risk management,
sustainability, financial inclusion and effective regulation. Further research in
these areas will be essential in order to ensure a resilient and sustainable financial
system that can withstand future global shocks.
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Consumption tax evasion (CTE) is an ethical dilemma that can enlarge the
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Introduction

Raising government revenue is an essential priority for sourcing public expendi-
ture. However, the revenue base of the Indian economy has been weakened by the
accelerated growth of the parallel economy (Sarkar, 2010). Tax evasion has
become a major roadblock to the smooth functioning of the administrative system.
Feige (1994) describes the shadow economy as the activities contributing to the
GDP but not properly recorded. Consumption tax evasion (CTE) is an integral
component of the parallel economy. The presence of tax evasion not only affects
the government’s revenue performance but also degrades the overall welfare of
the economy. This challenging situation creates a need for intense effort on the
part of the government to minimise the tax gap. But, the rigorous efforts of the
administrative tiers are often outwitted by various forms of informal schemes
adopted by businesses to reduce tax obligations (Saxunova & Szarkova, 2018).

Over the years, the size of the shadow economy has shown an upward trend
(Schneider, 2003). The negative externalities resulting from the tax evading prac-
tices will hinder the progress of the economies (Menon, 2019). There are several
studies which have thrown insights into the association between ethics and tax
evasion (Culiberg & Bajde, 2014; Drogalas et al., 2018; McGee et al., 2008;
Seralurin & Ermawati, 2019). But the empirical results focused on the side of tax-
payers and not on the consumers’ perspectives. So, the present study emphasises
consumers’ perspectives with respect to CTE. CTE is a global phenomenon that
occurs when consumers use cash with the deliberate intention of reducing tax obli-
gations (Culiberg & Bajde, 2014). Empirical findings indicate various forms of
economic, moral, psychological and social consequences related to tax evasion.
CTE practices grant the evaders an unfair advantage over the business which
obediently comply with the legal requirement of the tax system. This unfair implica-
tion can be avoided when consumers perform their part of moral duties by asking for
invoices, which in turn, will prevent the businesses from evading taxes.

The empirical results of studies corroborate the relevance of moral values in
controlling non-compliance behaviour (Badaracco & Webb, 1995; De George,
1987; Jones, 1991; Stark, 1993). An individual’s moral beliefs can govern the moral
decision-making process, that is, to decide whether to take part in CTE or not.
Empirical results show that various factors influence tax compliance, which includes
consumer ethics (Fukukawa, 2002), tax morality (Maciejovsky et al., 2012), tax
ethics (Kirchler et al., 2008), but, only limited attention has been given to the con-
sumer decision-making perspective. So, to fill this literature gap the present study
examines the ethical decision-making perspective of consumers regarding CTE.

Empirical studies identified a significant association between religiosity and
tax compliance (Ababio & Mangueve, 2021; Carsamer & Abbam, 2020; Srivastava
et al., 2018). Religious considerations can subdue non-compliance behaviour
(Torgler & Murphy, 2004). Furthermore, the influence of religiosity on compli-
ance behaviour is highlighted in a study conducted by Abdullah and Sapiei (2018).
Similarly, evidences show that attitude can mould an individual’s compliance
behaviour. Hofmann et al. (2008) discuss the role of attitude towards government
in promoting voluntary tax compliance. An Individual’s perception of government
can enhance compliance (Wahl et al., 2010) since the ability of the government to
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Figure 1. Conceptual Model.

Source: Jone’s Issue Contingent Model (1991).

meet the public requirements can enhance the compliance rate. Feld and Frey
(2007) assert that tax compliance is moulded by creating a positive attitude
towards the administrative system. Thus, the study further explored the role of
religiosity and attitude towards government in affecting the ethical decision-
making process regarding CTE (Figure 1).

Literature Review and Hypotheses Development

The concept of tax compliance has been explored by researchers from different
dimensions. Some studies used the theory of planned behaviour (Bobek &
Hatfield, 2003; Taing & Chang, 2021), while some other studies relied on the
theory of reasoned action to investigate more about compliance behaviour (Bidin
et al., 2014; Hessing et al., 1988). The study employs an extended Jones issue
contingent model to gain insights into the ethical decision-making process. The
ethical decision-making process begins with moral recognition, which is followed
by moral judgement, moral intention and finally leading to moral compliance.
Consumers’ ethical decision-making processes related to CTE have received little
attention up to this point. The moral decision-making process constitutes a well-
defined phase (Hunt & Vitell, 1986), where the factor of moral recognition
precedes a person’s moral judgement (Jones, 1991). Moral recognition is the
acknowledgement of the moral responsibilities towards common welfare
(Hollingworth & Valentine, 2015). Rest (1986) identified the need for morally
recognising an issue, followed by establishing a moral judgement, then by moral
intention and for finally resulting in moral behaviour. Similarly, Jones (1991)
highlights the need to recognise a moral issue for the development of a moral
judgement towards a well-defined situation. The recognition of a moral concern
can influence the moral behaviour by influencing an individual’s moral judge-
ment, which in turn affects moral intention. O’Fallon and Butterfield (2012)
identified various variables attributing to the ethical decision-making process. The
study found that knowledge level, situational aspects and issues-based factors
strongly influence ethical decision-making. While there also exist studies that



28 Review of Professional Management: A Journal of Management 22(1)

found a negative association between moral judgement and moral intentions (Pan
& Sparks, 2012). Moral judgement is a major construct under the Jones-issue-
contingent model. Various studies have found a significant association between
moral judgement and moral intentions (Culiberg & Bajde, 2014; Culiberg &
Mihelic, 2016; Ferrell et al., 1989; Hofmann et al., 2007; Yang & Wu, 2009).
Valentine and Rittenburg (2004) extended an investigation to study international
ethical compliance among business professionals and confirmed the existence of
a positive association between tax judgement and tax compliance among taxpayers.
With respect to the findings of the previous studies, the study proposes that:

H,: Moral recognition positively influences moral judgement regarding
Consumption Tax Evasion

H,: Moral judgement positively influences moral intentions regarding
Consumption Tax Evasion

Ethical Ideologies

The moral beliefs of an individual can influence the moral decision-making
process. Numerous studies have found a strong association between ethical ideol-
ogies and ethical behaviour (Culiberg & Bajde, 2014; Forsyth, 1980; Henderson
& Kaplan, 2005). The two major determinants of ethical ideology are idealism and
relativism (Forsyth, 1980; Wiggins, 1990). Sidani et al. (2014) investigated and
found the role of ethical ideologies, that is, idealism and relativism in bringing
down tax evasions. According to Forsyth (1980), the concept of idealism gives
emphasis to others’ welfare dimension. The empirical study highlighted the rele-
vance of idealism in fostering positive outcomes in the ethical decision-making
process (Henle, 2005). The higher an individual’s level of idealism greater will be
the level of ethical recognition. Meanwhile, relativism refers to a situation where
other people’s perspectives are also considered along with the universally recog-
nised principles. A relativist’s perspective depends on the universal principles and
the circumstances which a person is put into. Relativism deals with the situational
ethics rather than relying solely on the absolute truth (Forsyth et al., 2008).

According to Hunt and Vitell (1986), the first phase in the ethical decision-
making process is the development of ethical or moral recognition. Existing litera-
ture confirms that moral recognition can enhance the chance of resolving ethical
or moral concerns (Hunt & Vitell, 1986). Moral recognition is influenced by
various factors to varying degrees. These factors include relativism (Culiberg &
Bajde, 2014; Harman, 1978) and idealism (Bateman et al., 2013; Culiberg &
Bajde, 2014; Henle, 2005). Based on the results obtained by the above studies, the
study proposes the following hypotheses:

H,: Idealism positively influences moral recognition of the consumers

regarding Consumption Tax Evasion
H,: Relativism positively influences moral recognition of the consumers
regarding Consumption Tax Evasion.
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Religiosity

Religious perception shapes the general understanding of an individual towards what
can be considered as moral or not (Weaver & Agle, 2002). Consumers can indirectly
contribute to the economy by reducing the non-compliance of the business concerns
and by preventing the business entity from becoming a part of CTE. Religion can
shape consumer perception by encouraging an individual to abstain from tax-evading
practices (Srivastava et al., 2018). However, there are also studies that found no signif-
icant difference in the ethical behaviour of religious or non-religious individuals
(Spilka et al., 2003). Similarly, Agle and Buren (1999) identified a weak association
between religious beliefs and tax compliance behaviour (Abdullah & Sapiei, 2018;
Eiyaetal., 2016; Mohdali & Pope, 2014). While Srivastava et al. (2018) confirmed the
influence of religiosity on the moral recognition concerning CTE. Based on the find-
ings of the previous studies, the study hypothesis:

H_: Religiosity positively influences moral recognition of the consumers
regarding Consumption Tax Evasion

Attitude

Attitude plays a vital role in influencing the tax behaviour of consumers (Alabede
etal., 2011; Guerra & Harrington, 2018; Night & Bananuka, 2019; Palil & Mustapha,
2011; Sadress et al., 2019; Webley et al., 2001). Skitka et al. (2015) state that peoples’
attitude influences their moral convictions. Many empirical studies have found a
strong association between perception towards government and taxpayers’ compli-
ance behaviour (Cummings et al., 2005; Feld & Frey, 2007; Modugu & Anyaduba,
2014; Torgler, 2007). Srivastava et al. (2018) ascertain the relevance of trust in the
administrative system for influencing the moral recognition, by acting as a mediator
for tax compliance. Therefore, the study proposes that:

H,: Attitude towards the government positively influences moral recognition
of the consumers regarding Consumption Tax Evasion.

Research Methodology

Sample and Procedures

A quantitative analysis was performed based on primary data collected using a survey
questionnaire. The study was conducted among consumers in the Kerala State. The
data were collected from the respondents using an online survey. To avoid possible
errors in the survey instrument, a pilot study was conducted among 30 respondents.
The result of the preliminary study showed Cronbach’s alpha for each item under the
construct scale was greater than 0.7, indicating the construct reliability and making the
instrument suitable for studying consumers’ ethical decision-making process regarding
CTE. The responses were gathered using Google Forms using convenience sampling.
A total of 250 questionnaires were distributed, however, 202 fully completed
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Table I. Demographic Information.

Demographic Variables Category Frequency Percentage
Gender Male 102 50.5
Female 100 49.5
Age Below 25 years 87 43.1
25-34 years 82 40.6
3544 years 20 9.9
45-54 years 8 4
55 years or older 8 25
Education High school or below 6 3
Graduate degree 91 45
Post-graduate or above 105 52
Social Status Single 128 63.4
Married 74 36.6
Occupation Student 101 50
Employed 8l 40.1
Unemployed 18 8.9
Pensioner 2 |
Monthly Family Income Less than 20,000 104 51.5
320,000-%39,999 55 27.2
340,000-359,999 24 1.9
60,000 or more 19 9.4

questionnaires were obtained from the respondents. A qualifying question was used to
identify the individuals who come within the context of the study. In line with the
study objectives, an individual who makes payment without receiving receipts may
intentionally or unintentionally become part of CTE and thus, becomes the target
population of the study. The questionnaire was divided into two sections, the initial
section comprised questions regarding the demographic characteristics of the
respondents, followed by dimensions indicated in the proposed model. Table 1
presents the demographic characteristics of the respondents. Regarding the demo-
graphic information, the respondents were asked about their gender, age, education,
social status, occupation and monthly income. In the present study, 50.5% of respond-
ents were males and 49.5% were females. The majority of the respondents belonged
to the age categories below 35 years old, that is, 43.1% under the group below 25 years
and 40.6% under the group 25-34 years. The highest (52%) had the educational quali-
fication of Post Graduate or above, followed by 45% with Graduate degree. Apart
from these, most of the respondents were students and the majority had a monthly
family income of less than 320,000 (51.5%).

Measures

The study used standardised scales to examine the ethical decision-making process
regarding CTE. The term CTE here refers to the situation where the goods or ser-
vices are acquired without receipts (i.e., paying without receipts). Structured ques-
tionnaires contained the items represented on a five-point Likert scale ranging from
Strongly Disagree-1 to Strongly Agree-5. Moral recognition was measured using a
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single statement indicating the ethical scenario, which was developed by Singhapakdi
et al. (1996). Similar approaches, involving a single item to study the ethical
decision-making process have been used in the previous studies (Culiberg & Bajde,
2014; Srivastava et al., 2018). To measure moral judgement, the study used a multi-
dimensional scale involving three items (Robin et al., 1996). Moral Judgement was
measured following the methodology outlined by Cherry and Fraedrich (2002),
using a 3-item scale. The constructs idealism and relativism were measured using
the scale developed by Forsyth (1980). The construct idealism was studied using
3-item scale and relativism by using 4-item scale, the same elements were used in a
study conducted by Culiberg and Bajde (2014). Religiosity was measured using
3-item taken from a scale designed by Worthington et al. (2003). The construct atti-
tude towards the government was measured using the 3-item scale (Frey & Weck-
Hanneman, 1984). Several other studies have employed this attitude scale to measure
tax compliance (Srivastava et al., 2018; Taing & Chang, 2021).

Data Analysis

The study employed partial least square structural equation modelling (PLS-SEM)
to examine the conceptual model. PLS-SEM is a non-parametric that can accom-
modate data distributions lacking the characteristics of normality. Also, PLS-SEM
only requires a lesser number of samples compared to the CB-SEM method (Hair
et al., 2011). Smart PLS 3 software package was used to examine the relation
stated in the conceptual model. Bootstrapping was performed using 5,000 samples
(at 95% confidence interval) for corroborating the result obtained using the orig-
inal sample in PLS-SEM.

The reliability of the constructs under the measurement model was determined
using Cronbach’s alpha and composite reliability. As shown in Table 2, the con-
struct reliability is ensured when Cronbach’s alpha is greater than 0.7 (Hair et al.,
2019). Similarly composite reliability above 0.7 is considered to be good, indicat-
ing internal consistency of the data. The analysis provides strong confirmation of
internal consistency for all the constructs specified.

In the measurement model, the convergent validity was analysed using average
variance extracted (AVE). The values of AVE greater than 0.5 come under the accept-
able limit for ensuring the validity of the constructs (Fornell & Larcker, 1981). The
result confirms the acceptability limit since all the constructs had AVE greater than 0.5.

Fornell and Larcker (1981) guidelines were followed that were used to assess the
discriminant validity. The square root of AVE was compared with the correlation
between the constructs for computing discriminant validity. The results obtained for
the constructs meet the acceptance criteria, thus indicating strong discriminant
validity among the individual constructs (Table 3). The measurement model demon-
strated good reliability and validity making, the model fit for further analysis.

Structural Model

The path loadings and significance level were used for making an assessment of
the structural model. From Table 4, it is evident that there exists a strong relation
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Table 2. Measurement Model.

Outer Cronbach’s Composite
Constructs Items Loadings Alpha Reliability AVE
Idealism 1 0.851 0.817 0.890 0.730
12 0.869
13 0.843
Relativism RI 0.836 0.873 0913 0.725
R2 0.860
R3 0.857
R4 0.852
Religiosity RLI 0.924 0.863 0917 0.786
RL2 0.820
RL3 0913
Attitude ATI 0.879 0.832 0.900 0.749
AT2 0.895
AT3 0.821
Moral MRI 1.000 1.000 1.000 1.000
recognition
Moral MJ1 0.725 0.726 0.845 0.646
judgement M)2 0.858
M)3 0.822
Moral MIl 0915 0.821 0918 0.848
intention MI2 0.927

Table 3. Discriminant Validity.

Fornell-Larcker

Criterion | 2 3 4 5 6 7
Idealism 0.854

Relativism 0.774 0.851

Religiosity 0.787 0.763  0.887

Attitude 0.647  0.696 0.661 0.866

Moral recognition 0.737 0.747 0718 0709 1.000
Moral judgement 0.719 0774 0742 0711 0.741 0.804
Moral intention 0.724 0.684 0690 0672 0.648 0.772

between ethical ideologies (i.e., idealism and relativism) and moral recognition.
Idealism is found to be significant at p <.05(f = 0.248, ¢ = 2.412) and relativism
is significant at p < .05 (f =0.249, ¢ = 2.112). Moreover, the relationship between
attitude towards government and moral recognition is also significant at p < .05
(=0.276,t=1.974). Thus, H,, H,, H, were accepted with the t-statistics greater
than 1.96. However, religiosity did not significantly influence the moral recogni-
tion of the consumers towards CTE, thus H, was rejected (8 = 0.150, ¢ = 1.546)
(Figure 2).

The PLS-SEM method lacks an established goodness-of-fit measure, and the indices
for measuring model fitness under PLS-SEM approach are still evolving. In the present
study, the model fitness was assessed using the standardised root mean square residual
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Table 4. Path Coefficient.

Standard
Hypotheses Beta  Error  t-value Result

H, Idealism — Moral Recognition 0248 0.105  2.365 Supported
H, Relativism — Moral Recognition 0249 0.118 2.105 Supported
H, Religiosity — Moral Recognition 0.150 0.097 1.546 Not

supported
H, Attitude — Moral Recognition 0.276  0.140 1.973  Supported
H, Moral Recognition — Moral Judgement 0.741  0.059  12.628 Supported
H, Moral Judgement — Moral Intention 0.772 0.064 12.090 Supported

SRMR =0.076
NFI  =0.923

i
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I3 ,
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RT2 " l—o0s60 0725 085 0822 0915 0927
4—0857
L) 0852 0249
o

RT4 Relativism 741 0772
RL1 0.150
¥~0924 Moral Moral Moral
RL2 4—0.820 Recognition Judgement Intention
0913 ot
R3

Religiosit
AT1 o
o879
AT2 4—0895
0821
a3

Attitude

Figure 2. Path Coefficient.

(SRMR) and the normed fit index (NFI). A good model fit for SRMR is typically indi-
cated by a value of 0.08 or less (Hu & Bentler, 1999). In this case, the SRMR value
obtained, SRMR = 0.076, falls within the acceptable threshold. Similarly, an NFI value
of 0.90 or above is considered indicative of good model fit (Bentler, 1990), and the
obtained value of 0.923 confirms that the model fits well.

A strong relationship between moral recognition and moral judgement towards
CTE is confirmed (p <.001, = 0.741, t = 12.610), thereby indicating the accept-
ance of H. Similarly, the value of the path coefficient confirms that moral judge-
ment is positively associated with moral intention (p <.001, f=0.772, t=12.105),
therefore A is supported.

Discussion

CTE leaves less revenue available to the government for financing public expenditure.
CTE is an economic downturn that causes significant detrimental effects on the
economy. Tax authorities are continually framing and modifying existing regulations
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to control tax evasion. While numerous studies have been conducted on CTE, the
literature has primarily focused on the perspective of business owners. Till now, only
limited attention has been given to the role of consumers towards CTE. The consumers
who choose to make payments without receiving receipts create a scenario in which
the sellers can easily evade taxes. Managing CTE by influencing consumer perception
is the most cost-effective method to control evading practices in the economy. The
moral perspective of consumers can play a decisive role in eradicating the unethical
business practices. Thus, the present study uses Jones’s Issue Contingent Model to
investigate consumers’ ethical decision-making process regarding CTE. Moreover,
the Indian economy witnessed a significant change in the indirect tax system through
the implementation of the goods and services tax. The new reform aims to improve the
tax compliance level, but the Kerala economy witnessed an increase in the tax gap due
to non-compliance after GST was introduced. Thus, studying CTE in the context of
Kerala can provide new insights into the subject area.

The study demonstrates that a person’s moral perspective can instil moral inten-
tion by recognising CTE as a moral issue. Recognition of a moral issue can shape
the formation of moral judgement, which further can inculcate moral intention in the
mind of individuals. The study found that idealism, relativism and attitude towards
government had a significant impact on moral recognition. Consumers’ ethical ide-
ologies (i.e., idealism and relativism) play a significant role in influencing moral
recognition regarding CTE. The results confirm that a higher level of ethical ideolo-
gies can improve the level of moral recognition. These findings are in line with the
result of the study by Culiberg and Bajde (2014).

Existing literature has considered different psychographic factors for measuring tax
compliance intention (Culiberg & Bajde, 2014; Srivastava et al., 2018; Trivedi et al.,
2003), but only limited literature is available on the role of religiosity and attitude on
compliance intention, especially in the context of the consumers. The religious
perspective of the consumers can narrow down their intention to participate in
CTE (Srivastava et al., 2018). But the present study found a contradictory result com-
pared to the study conducted by Srivastava et al. (2018). The findings show no signifi-
cant influence of religiosity on moral recognition regarding CTE. Meanwhile, an
individual’s attitude towards the government was found to have a significant influence
on the ethical decision-making process of the consumers towards CTE. This result
abides by the findings of the study by Culiberg (2018) and Srivastava et al. (2018).

The research found a strong linkage between moral recognition and the moral
judgement of consumers, and moral judgement has an effect on consumers’ inten-
tion to participate in CTE. Consumers’ moral recognition of CTE as unethical
organises their judgement and results in better compliance decisions. A consumer
with positive ideologies and a favourable attitude towards the system will volun-
tarily comply with all the rules and regulations, even if they are not receiving any
monetary benefits for complying with the laws.

Implications

The research study establishes a conceptual model indicating the ethical decision-
making process of consumers regarding CTE using Jones’s Issue Contingent
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Model. The study found ethical ideologies and attitudes towards government
authority play a crucial role in instilling moral recognition in the minds of the
consumers. Furthermore, the study explored the influence of moral recognition on
moral judgement and its influence on moral intention. The insight gained from the
study about consumers’ intentions can assist in measuring the consumers’ compli-
ance behaviour regarding CTE. Meanwhile, religiosity was found to have no
significant influence on the consumers’ moral recognition, while there also exist
studies that found a positive association between religiosity and moral recogni-
tion. Thus, the findings of the study provide an opportunity for researchers to
confirm the association between these factors.

The results of the study hold relevant implications for policymakers in address-
ing issues concerning tax performance. The evidence found suggests that consum-
ers can indirectly influence the level of non-compliance among business dealers.
So, understanding consumers’ ethical decision-making process could serve as a
significant trigger for discouraging questionable tax-evading behaviour. Through
social marketing campaigns, policymakers could raise awareness among consum-
ers about the adverse consequences of paying without receipts. This approach
allows consumers to recognise CTE as a moral issue, preventing them from
engaging in any form of shady transactions and thereby minimising the harm
caused to the economy. Moreover, the study’s results show that an attitude towards
the government can encourage better decision-making. This provides an avenue
for the government to foster a better relationship with its citizens by making them
aware of the consequences of participating in CTE for the nation at large.

Limitations and Future Scope

The present study acknowledges certain drawbacks, as the responses were only
collected from consumers and did not analyse the opinion of the other stake-
holders. Therefore, the findings of the study reflect consumers’ perceptions
regarding CTE. Future studies could be conducted among different stakeholders
to obtain a more comprehensive understanding of tax compliance. Furthermore, a
larger sample size across different locations could yield more robust results.

The study uses Jones’s Issue Contingent Model to investigate consumers’ ethical
decision-making process regarding CTE, but there are other dimensions and behav-
ioural models that could potentially explain compliance behaviour more efficiently.
Therefore, the future researcher could consider incorporating additional dimensions
or factors and explore other economic or non-economic models to gain better
insights into compliance intentions regarding consumption taxes. In addition, the
research only focuses on the moral intention of the consumers but did not incorpo-
rate their actual compliance behaviour, future studies can expand the model by con-
sidering the actual compliance behaviour of the consumers regarding CTE.

Conclusion

The ethical compliance decision of consumers can impact the behaviour of busi-
nesses. A consumer’s decision plays a determinantal role in controlling the
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non-compliance practices existing in the economy. A consumer’s moral recogni-
tion regarding CTE can positively influence their judgement and intention to
comply. The consumers’ decision to buy only after receiving proper tax invoices
or receipts can reduce the scope of businesses to evade taxes, thus improving the
revenue collection of the government. The consumers’ decision can facilitate
higher compliance levels among businesses, thereby reducing the need for admin-
istrative action to prevent tax evasion by the business community. The positive
involvement of consumers can eradicate CTE and improve indirect revenue
performance in a cost-effective manner.
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Abstract

The research examines the dynamic correlation between the volatility of the
Bombay Stock Exchange (BSE) and the Small- and Medium-enterprises (SMEs)
Index of BSE in India. It focuses on analysing the volatility spillover between SME
and BSE by utilising the generalised autoregressive conditional heteroskedasticity
(GARCH) model. The study extends its scope by examining the impact of the
current pandemic, COVID-19, on the volatility of both SME and BSE by utilising
the exponential GARCH and threshold GARCH models. Findings suggest that
there is volatility spillover between the two indices. The results also highlight
that the pandemic significantly affected the volatility of both indices. The findings
of the study provide important implications for policymakers, portfolio managers,
and investors, particularly when the Indian government has been emphasising on
the growth and continuous support of the small and medium enterprises and
increasing foreign investments in India’s SMEs in recent years.
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Introduction

Small- and medium-sized enterprises (SMEs) are viewed as the primary drivers
of national and socio-economic development in many countries. SMEs provide
more than 50% of employment and account for 90% of the businesses world-
wide, making them preeminent contributors to job creation and global economic
development. These numbers grow substantially when informal SMEs are taken
into consideration as well. By 2030, it is estimated that in order to absorb the
growing global workforce, 600 million jobs will be required to be created, thus
developing and sustaining SMEs a high priority for many governments. In
emerging market economies, most formal jobs are generated by SMEs, which
create 7 out of 10 jobs.

The importance of SMEs has been acknowledged by economies worldwide,
resulting in the establishment of SME exchanges in both developed and developing
countries. In India, BSE was first to introduce its SME platform, ‘BSE-SME’, in
March 2012, allowing small and medium-sized businesses and start-ups to list
themselves directly on stock exchanges to raise funds. Later, NSE launched its
SME platform, ‘Emerge’ in March 2012, which also connects growing businesses
with a network of sophisticated investors, thus assisting start-ups and SMEs in
acquiring equity capital. The SME exchange facilitates the listing and trading of
specified securities for companies aiming to raise equity capital in India. These
companies do not meet the requirements for a Main Board Listing on a recognised
stock exchange. Compared to exchanges in India, global exchanges have further
experimented with the SME platforms, such as the London Stock Exchange that
have built a blockchain-based trading platform, ‘Borsa Italiana’, to digitally issue
shares of small- and medium-sized enterprises (Lokeshwarri SK, 2021). Recently,
China’s government also took initiative to launch a stock exchange for SMEs to
boost strategic emerging and high-tech industries while also providing much-
needed funding to them (Huld, 2021).

The establishment of new exchanges specifically for SMEs arouses the
curiosity if diversification benefits can be reaped by investing in companies listed
on both mainboard stock exchanges and the new SME exchanges. Therefore, this
article endeavours to evaluate the volatility transmission between the mainboard
index of the Bombay Stock Exchange (S&P BSE Sensex) and the recently formed
SMEs stock index (BSE SME) in India. Additionally, the study examines the
influence of COVID-19 on the volatility transmission between these two
exchanges. The analysis of volatility spillover aids us in understanding as to how
information is transmitted and disseminated across the two exchanges. This will
help investors craft their portfolios intelligently and guide policymakers in drafting
laws and regulations to establish new exchanges, especially for SMEs.
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Examining the volatility connections between markets and exchanges is
crucial for making informed investment and risk management choices.
Evaluating volatility spillover is important because a limited connection between
the mainboard and SME exchange can present investors with opportunities for
diversification across stock exchanges, potentially enhancing portfolio gains.
In contrast, a strong market linkage in returns would eliminate the potential
benefits of diversification. Therefore, through examining the interdependence
of volatility between the recently established exchange and the mainboard
exchange, this study aims to offer valuable insights into the transmission and
dissemination of information across markets. Such insights can assist investors
in shaping their portfolios and provide guidance for policymakers in formulat-
ing laws and regulations pertaining to SMEs.

Review of Literature

The study of volatility spillover has captivated the curiosity of researchers all over
the world. For various investment and risk management decisions, understand-
ing the nature of volatility connections between markets is crucial. When portfolio
managers expect stock market volatility to rise, it helps them reduce risk
by transferring their capital between markets. Volatility links are important when
determining regulatory policies because they provide insight into the flow of
information between markets.

The literature has interrogated not only the volatility within a market but also
the volatility between the markets. Earlier studies predominantly examined the
volatility spillover between the developed economies (Hamao et al., 1990, 1991;
Koutmos & Booth, 1995; Nathani & Kushwah et al., 2022; Patel, 2017; Savva,
2008; Susmel & Engle, 1994); and Asian markets (Kumar & Khanna, 2018). With
the world integrating, there has been growing literature on volatility spillover
from advanced markets to emerging markets (e.g., Goetzmann et al., 2005; Lin &
Wu, 2006; Ng, 2000; Savadatti, 2018; Wang et al., 2004, 2005; Worthington &
Higgs, 2004). The results, however, have been inconclusive for different markets.
Volatility spillovers from the US to the Indian and Sri Lankan markets and from
the Japanese to the Pakistani market have been found by Wang et al. (2005).
Volatility from the US. stock market to ASEAN markets has been reported by
Vo and Tran (2020).

There appears to be a dearth of literature regarding volatility spillover between
long-established mainboard stock exchanges and relatively nascent SME stock
exchanges. It is reasonable to assume that the older mainboard stock exchanges
could impact the volatility of the newer exchanges. The emergence of these new
exchanges underscores the need to investigate volatility spillover between
established mainboard stock exchanges and emerging SME stock exchanges.
Al-Nassar and Makram (2022) investigated the volatility spillover between the
main and SME stock markets in Saudi Arabia and Egypt, analysing both pre-
COVID-19 and pandemic periods. The study reveals bidirectional return spillovers
limited to Saudi Arabia, with distinct characteristics and dynamics in shock and
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volatility spillovers across both main-SME market pairs. In the Indian context,
Singh et al. (2021) examined the volatility spillover between SENSEX (BSE
mainboard exchange) and the SME stock index BSE SME. Their study
demonstrates statistically significant volatility and return spillover between the
main market index, SENSEX, and the SME index, BSE SME. This study is the
extension of the mentioned study, as the current study takes a step ahead and
checks the volatility spillover effect during the specific event, COVID-19 on the
stock exchanges by utilising the threshold generalised autoregressive conditional
heteroskedasticity (TGARCH) model and the exponential GARCH (EGARCH)
model. Further, the spillover can be amplified by an external event (e.g., crisis,
bad news). Many studies have concluded that negative news, shocks, or errors
create more variation or volatility than positive news, suggesting a negativity
bias (Baek et al., 2020; Malik, 2011; Zhang et al., 2021). However, the market
perception is not just attuned to negative signals when it comes to volatility
spillovers. Barunik et al. (2016) concluded that although negative asymmetries in
spillovers are often of substantial magnitude, they are not always dominant.
Emenike and Enock (2020) suggested that good news impacts stock return
volatility more than bad news of similar weight. Hence, the present article also
attempts to investigate the impact of COVID-19 on volatility spillover among the
two stock exchanges.

Data and Methodology

The current study analyses the relationship between the volatility of the
Bombay stock exchange’s index, S&P BSE SENSEX 30, and the BSE SME
index. It attempts to check the volatility spillover between the two indices.
The study also analyses the impact of the COVID-19 event on the volatility
spillover between the S&P BSE Sensex and BSE SME (Kushwah & Negi,
2023). Literature supports the use of the GARCH (1, 1) model to estimate such
relationships (Joshi, 2021; Kaur & Singh, 2019; Khanna & Kumar, 2020).
Secondary data, in the form of daily indices’ prices, is collected from a reliable
website, www.bseindia.com, covering from 01 August 2014 to 31 March 2021.
Daily log return is calculated to remove the problem of heteroscedasticity
(Bhatia & Kushwah, 2023; Kushwah & Garg, 2020). Following Yu (2002) and
Kushwah & Vigg (2023), return () is the natural log of the first difference of
daily price:

X =log(p/p, )

where X is the return for time ¢, P, is the price at time ¢, and P,_| is the price at time
t— 1. To study the volatility spillover using the GARCH (1, 1) model, it is essential
to analyse the presence of autoregressive conditional heteroscedasticity (ARCH)
effect in the time series. Therefore, the ARCH effect is investigated by employing
the heteroscedasticity test, and the ARCH effect is apparent. Figure 1 depicts the
methodology applied in the study.



Kushwah and Thukral 45

¢ Check variables' stationarity using unit root tests ]

e Check the volatility spillover using GARCH Model

v' e Check the impact of COVID-19 on the volatility spillover using EGARCH and }

TGARCH Models

Figure 1. Methodology.

The stationarity of the data is also examined, as it is necessary for the time
series to be stationary for applying the GARCH (1, 1) model (Kushwah & Siddiqui,
2023; Siddiqui & Kushwah, 2021, 2022). Nelson and Plosser (1982) suggest a
method to detect stationarity and the stochastic trend using the unit root test
(Dritsaki & Dritsaki-Bargiota, 2005; Elliot et al., 1996). So, for examining the
stationarity, the ADF test is used (Dickey & Fuller, 1979), and it takes the form as
follows:

AZ =0, +a,t+o,Z, | + Zil BAZ, _ +¢,

The GARCH (1, 1) model best fits the current study as it examines the conditional
volatility among the two stock indices with a heteroskedastic nature (Bollerslev,
1986; Taylor, 1987). Two equations, one for mean and the other for conditional
variance, are formed.

Mean equation in GARCH (1,1) model is written as

X, =V, +V,*W +e,

where X, = return of the dependent variable, V| is a constant, ¥ is the independent
variable, and V, is the coefficient.
Variance equation in GARCH (1,1) model takes the form

Z,= V3 + V4* S _ + V5% e2, |,

where Z is the variance of the dependent variable’s return.

The EGARCH model is an extension of the general GARCH model, employed
to examine asymmetric volatility in data. The EGARCH variance equation,
assuming a normal distribution, is provided below:

4 G
It—-k + In(ct=12)+yut—1Not-12+aflut—1|Not—12-2x]

where # is the intercept, ¢ is the coefficient for the logged GARCH term,
‘ot — 12’ is the logged GARCH term, Y is the asymmetric volatility, ‘“yYut — 1V
ot is the shock of last period’s, and ‘[jut — 1N 01— 12 — 1277’ is the value of
last time period’s volatility shock. It is in place of the ARCH term.
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The TGARCH model is an extended model of general GARCH used to check
the leverage effect. It checks the asymmetric impact of bad or good news on a time
series. It finds out whether the negative news or positive news has more impact on
the volatility of the financial time series by studying the mean and conditional
variance of the data by the following equation:

ol2=w+) jp=1Bjo2t—j+Y ig=laiut—i+) rk=1Yku2t—k It—k

Results and Discussion

The basic properties like mean, standard deviation, etc. of all the time series are
reflected in Figures 2 and 3. The tables highlight the descriptives of two series
named S, which represents S&P BSE Sensex log returns, and series name SME
that represents BSE SME log returns.

The above graph depicts the descriptives of S&P BSE Sensex 30 log returns
(S). The graph highlights the mean value of S&P BSE Sensex, which is —0.000175.
The values of skewness and kurtosis of S&P BSE Sensex 30 returns are 1.54
and 26.499, respectively. The results also witness that the S&P BSE Sensex
index log-returns series is not normally distributed.

500
Series: S
Sample 8/01/2014 3/31/2021
400 Observations 1644
300 Mean -0.000175
Median -0.000303
Maximum 0.061243
200 Minimum -0.037326
Std. Dev. 0.004914
100 Skewness 1.542258
Kurtosis 26.49960
0 o — L—— — — Jarque-Bera  38479.56
-0.025 0.000 0.025 0.050 Probability  0.00000081

Figure 2. Descriptives of S&P BSE Sensex 30 Returns.

600
Series: SME

500 Sample 8/01/2014 3/31/2021
Observations 1644

400
Mean -0.000156

300 Median -0.000298
Maximum 0.021943

200 Minimum -0.021894
Std. Dev. 0.004222

100 Skewness 0.377808
Kurtosis 7.297113

o 4__-. .
-0.02 -0.01 0.00 0.01 0.02 Jarque-Bera  1303.975

Probability 0.0000003

Figure 3. Descriptives of SME Index Returns.
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The above graph depicts the descriptives of SME index log returns (SME). The
graph highlights the mean value of S&P BSE Sensex, which is —0.000156. The
values of skewness and kurtosis of S&P BSE Sensex 30 returns are 0.37 and 7.29,
respectively. The results also witness that the SME index log return series is not
normally distributed.

The log-transformed data for the returns of S&P BSE SENSEX 30 and BSE
SME are tested for stationarity (Table 1), and it indicates the absence of unit
root in both the time series used in the study. The p values are less than .05, so
the null hypotheses are rejected. Hence, the test results confirm that the series is
stationary. Since series are stationary, the next step is to determine the best
mean-fitting equation through the auto-regressive process. Consequently, the
pre-mentioned analysis supports the application of the ARCH and GARCH
models in the gathered data.

To examine the volatility spillover between S&P BSE SENSEX 30 and BSE
SME, the GARCH (1, 1) model is applied. Two GARCH (1, 1) models are
executed: model one investigates the volatility spillover from S&P BSE
SENSEX 30 to BSE SME, while model 2 studies the impact of BSE SME on
S&P BSE SENSEX 30. Three methods, namely Normal Gaussian Distribution,
Student’s distribution, and Generalised error distribution, are used in the
GARCH (1, 1) model. Table 2 points out the volatility spillover from S&P BSE
SENSEX 30 to BSE SME. The model using the normal distribution method
shows that the ARCH and the GARCH terms are both significant. The p value
of S&P BSE SENSEX 30 is significant, indicating that it affects BSE SME’s
returns. The results highlight that BSE SME’s volatility is affected by internal

Table I. Summary of Unit Root Test.

Variables Level ADF

S&P BSE SENSEX 30 Level —14.503%k*
(0.0000)

BSE SME Level — 5.2 7%k
(0.0000)

Note: * Significant at 10%, **Significant at 5%, ***Significant at |% level of significance.

Table 2. GARCH Model I.

Normal Student’s t Generalised Error
Distribution Distribution Distribution
Variable z-Statistic Probability z-Statistic Probability z-Statistic Probability
SENSEX 475 0.000%#* 591 0.000%#* 6.49 0.000%**
RESID(-1)"2 11.43 0.000%#* 10.37 0.000%#* 12.98 0.000%***

GARCH(-1) 34.86 0.000%#* 29.98 0.000%#* 41.70 0.0007%#*

Notes: BSE SME is the dependent variable.
*Significant at 10%, **Significant at 5%, ***Significant at % level of significance.
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Table 3. GARCH Model 2.

Normal Student’s t Generalised Error
Distribution Distribution Distribution
Variable z-Statistic Probability ~z-Statistic Probability z-Statistic Probability
BSE SME 4.49 0.000 5.23 0.000 5.25 0.000
RESID(-1)"2 9.93 0.000 10.75 0.000 12.71 0.000

GARCH(-1) 58.99 0.000 61.78 0.000 67.18 0.000

Notes: S&P BSE SENSEX 30 is the dependent variable.
*Significant at 10%, **Significant at 5%, ***Significant at 1% level of significance.

and external shocks, and there is a volatility spillover from S&P BSE SENSEX
30 to BSE SME. It is evident that the other two methods, namely Student’s
distribution and Generalised error distribution, also highlight a similar result in
that there is a volatility spillover from S&P BSE SENSEX 30 to BSE SME.
Table 3 indicates Model 2, reflecting the volatility spillover from BSE SME to
S&P BSE SENSEX 30. Model 2, using the normal distribution method, confirms
that both the ARCH and GARCH terms are significant. The p value of BSE
SME is significant, reflecting its impact on S&P BSE SENSEX 30°s return. The
study concludes that both volatility spillover and cross-volatility spillover are
witnessed in S&P BSE SENSEX 30. Similar results are obtained from the other
two GARCH (1, 1) models, namely Student’s distribution and Generalised error
distribution.

In the study, TGARCH and EGARCH are used to analyse the impact of
COVID-19 on the volatility of both the indices, S&P BSE SENSEX and BSE
SME. TGARCH enabled us to study the leverage effect on both the series,
separately, by examining the negative news, in our case, COVID-19 news, to
determine whether it has a significant impact on the study variables. The parameter
estimation for the TGARCH (1, 1) model is presented in Tables 4 and 5.

Again, two TGARCH models have been applied running each time series,
with S&P BSE SENSEX and BSE SME as dependent variables. The results
reflect that the negative news of pandemic is significantly impacting the volatil-
ity of the BSE SME Index because the coefficient of RESID (—1) "2*(RESID
(—1) <0) is negative and its p value is .0000 <.01. Thus, it is witnessed under the
TGARCH model that there is a significant impact of COVID-19 on the returns
of both S&P BSE SENSEX and BSE SME. The EGARCH model is also used to
investigate the volatility variation in the two important stock indices, S&P BSE
SENSEX and BSE SME, and the effects of COVID-19 pandemic on them.
Tables 6 and 7 represent the results of EGARCH on the data, and they reflect the
leverage effect. It can be concluded that there exists ‘significant negative lever-
age effects’. Good news results in lower volatility as compared to the bad news
for both the indices.

To understand how the model explains the tested relationship, the study uti-
lises certain residual diagnostic tests: heteroscedasticity test, serial correlation,
and normal distribution on the residuals. The results of serial correlation for all
three methods of all the models highlight that all the probability values are more
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Table 4. TGARCH Model.

Normal Distribution

Variable z-Statistic Probability
SENSEX 5.12 0.000%#*
RESID(-1)"2 8.75 0.000%#*
RESID(—1) A2*(RESID(-1)<0) 2.95 0.00327#*
GARCH(-1I) 33.57 0.0007#*

Notes: BSE SME is the dependent variable.
*Significant at 10%, **Significant at 5%, ***Significant at % level of significance.

Table 5. TGARCH Model.

Normal Distribution

Variable z-Statistic Probability
SME 3.211 0.00 3##*
RESID(-1)"2 11.18 0.0007#*
RESID(—)A2*(RESID(-1)<0) -10.73 0.0007#*
GARCH(-1) 80.16 0.000%#*

Notes: SENSEX is the dependent variable.
*Significant at 10%, **Significant at 5%, ***Significant at % level of significance.

Table 6. EGARCH Model.

Normal Distribution

Variable z-Statistic Probability
ABS(RESID(-1)/@SQRT(GARCH(-1))) 15.92 0.0007**
RESID(-1)/@SQRT(GARCH(-1)) -1.83 0.0477%*
LOG(GARCH(-1)) 106.89 0.0007*
SENSEX 5.27 0.0007**

Notes: BSE SME is the dependent variable.
*Significant at 10%, **Significant at 5%, ***Significant at % level of significance.

Table 7. EGARCH Model.

Normal Distribution

Variable z-Statistic Probability
ABS(RESID(-1)/@SQRT(GARCH(-1))) 7.01 0.000%#*
RESID(-1)/@SQRT(GARCH(-1)) 13.96 0.000%#*
LOG(GARCH(-1)) 249.5 0.0007##*
SME 2.54 0.01 [

Notes: SENSEX is the dependent variable.
*Significant at 10%, **Significant at 5%, ***Significant at 1% level of significance.
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than .05, indicating the absence of serial correlation, which is desirable for a
strong model. The Jarque—Bera test suggests that the residual data is not nor-
mally distributed, which is not desirable. Finally, the findings of the heterosce-
dasticity test for all the methods involved in the GARCH (1, 1) models report no
heteroscedasticity effect. Therefore, the findings confirm that the models are
strong enough to predict volatility spillover between the two time series, S&P
BSE SENSEX 30 and BSE SME.

The study asserts that there is volatility spillover among the two indices, S&P
BSE SENSEX 30 and BSE SME. Although, to the best of the authors’ knowledge,
no study has yet examined the volatility relationship between SMEs’ market and the
major stock market, the results are consistent with Hamao et al. (1990, 1991),
Koutmos and Booth (1995), Susmel and Engle (1994), Kanas (2000), and Hamao et
al. (1990, 1991). Specifically, they all found volatility spillovers between some
stock markets. Koutmos and Booth (1995) witnessed that negative innovation in a
given market increases volatility in the next market. Susmel and Engle (1994) also
documented volatility spillovers between the New York and London equity markets.
Volatility spillovers are witnessed among European stock markets by Kanas (2000).
On the other hand, Wei et al. (1995) find no spillover effect between the markets.

Conclusion

The volatility spillover effect of financial markets has been an important area of
study in the world of finance and economics. Since SMEs are considered the
backbone of any resilient economy, it is important for academicians and researchers
to pay greater attention to their performance and to comprehend the volatility
linkages between their returns and the broader exchange returns. In this article, we
have attempted to investigate the impact of COVID-19 on the volatility spillovers
between the BSE SME index and S&P BSE Sensex index.

The present study shows the existence of a two-way volatility spillover between
the two indices, implying that the two stock indices are integrated. In general, the
results of significant bidirectional volatility spillover also suggest that there is an
information flow (transmission) between the markets and that the markets are
integrated (linked) with each other (Mishra et al., 2007). The empirical analysis
also reveals that the spillover effect was further amplified during the COVID-19
pandemic period. The understanding of volatility is important because it is an
important factor in portfolio management, risk management, and pricing of finan-
cial securities. This study has important implications for policymakers, investors,
and portfolio managers. Formulation and implementation of strong relevant policy
measures are required for the stabilisation of the financial system. Policymakers
need to be mindful of the potential spillover effects from mainboard exchanges
onto younger exchanges and should reform policies to mitigate any adverse
impacts of investments in one exchange on another. Additionally, they should
exercise caution regarding the heightened risk of contagion spreading to
SMEs, particularly during financial crises. The insights from the study can aid
policymakers in analysing the co-movements of correlated stock indices and in
formulating appropriate policies to uphold financial stability. From the investors
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and portfolio managers perspective, the two-way volatility spillover suggests a
minimal potential for portfolio diversification, as it would not reap many benefits
considering interdependence between the broader exchange (S&P BSE Sensex)
and BSE SME Index. Thus, the investors and portfolio managers looking for
potential investment opportunities should pay close attention to these interde-
pendencies and adjust their asset allocation and investment strategies accordingly.
Investors should structure their portfolios to emphasise non-integrated investment
avenues with minimal spillover effects. To enhance investment efficiency, they
can also identify cross-market volatility spillovers and pursue arbitrage opportuni-
ties. In conclusion, the findings of our study provide implications for portfolio
diversification and risk management that could aid investors in their decision-
making in Indian financial markets. Further, our study provides future research
directions wherein researchers can undertake an in-depth exploration of the price
risk caused by volatility spillovers in the stock markets. The researchers can also
construct portfolios to see if they can reap the diversification benefits by investing
in companies listed on the mainboard and new stock exchanges.
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Abstract

The present study aims to examine the financial performance before and dur-
ing the COVID-19 pandemic with respect to profitability ratios, liquidity ratios,
solvency ratios and economic value added (EVA) of select Indian public sector
banks listed in the Bombay Stock Exchange (BSE). In total, 12 public sector
banks listed on the BSE were chosen for the analysis, which spans the years
2018-2019 to 2019-2020. Financial statements and monthly closing prices of
public sector banks are the data that were gathered for this study. The tools
used in this study are as follows: (I) EVA, (2) financial ratios, (3) descriptive
statistics, (4) Shapiro—Wilk normality test and (5) paired samples t-test. Find-
ings of the study are as follows: The empirical findings of the study revealed
that the COVID-19 pandemic has a negative effect on earnings per share, net
profit ratio, return on capital employed, return on asset and return on equity
and a positive effect on current ratio, debt to equity ratio and EVA of se-
lect public sector banks. The findings of this study provide several avenues for
more research. As one of the research ramifications, future researchers would
need to explain discrepancies in the statistical findings of various academics in
the finance field. As the expansion of the banking industry is correlated with
India’s economic growth, developing nations like India rely on the accuracy
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of the information. With the information provided, the COVID-19 pandemic
has a negative effect on profitability variables and positive effect on liquidity,
solvency and shareholder’s wealth creation variables, so that it has no serious
harmful consequences on the economy in respect to profitability position of
select banks. The study is conducted on the financial performance before and
during the COVID-19 pandemic with respect to profitability ratios, liquidity
ratios, solvency ratios and EVA of select Indian public sector banks listed in
BSE and also highlighted how banks adapted the pandemic situation, which is a
new phenomenon.
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Introduction

Coronavirus first appeared in India in January 2020, infecting millions of people
worldwide and resulting in thousands of deaths. In order to combat COVID-19,
the Indian government imposed a nationwide lockdown on 24 March 2020, which
was later extended till 3 May 2020. Many countries throughout the world have
taken similar moves as India. However, the government of India’s efforts to stop
the spread of the COVID-19 epidemic had an adverse impact on the gross domestic
product of the nation. ‘One of the most significant segments of the Indian economy
is the banking sector, which oversees all financial activities in the nation and acts
as a support system for all businesses, including financing, credit, transactions,
collection, and payment’ (Weber & Darbellay, 2010). The performance of the
Indian banking industry in terms of non-performing assets, profitability, advances,
and other metrics has been significantly impacted by COVID-19. Indian banks
encountered difficulties during the pandemic, which had a negative effect on their
earnings. They have overcome various challenges, and the changes they have
made have had an impact on their financial standing. Major reasons included an
increase in non-performing assets, non-repayment of loans, profitability, and the
creation of shareholder wealth. As a result, bank profitability is likely to fall begin-
ning in 2019. The Reserve Bank of India and the Indian government analysed
financial performance and the impact of COVID-19 on the banking sector through
various policy actions at the national and state levels. Some economists anticipate
that the financial sector would take a long time to recover from the effects of the
COVID-19 outbreak, particularly in India.

The Indian government has implemented a number of steps to reduce the con-
sequences of the coronavirus outbreak, including a statewide lockdown, a request
for residents to remain indoors, the closing of public areas, transportation, social
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distancing and working from home (Nicola, 2020). The resulting economic
dispersion is substantial, with a temporary reduction in business activity (Perwe;j,
2020). Governments took mitigation measures to facilitate the development of the
innovative COVID-19 (Demirgii¢-Kunt et al., 2020). This type of issue has also
impacted India’s banking industry. Even the World Health Organization (WHO)
has advised people to use contactless payment options instead of touching bank
notes as much as possible. Banking notes have been used to spread the Coronavirus
(Bobade & Alex, 2020).

The pandemic moved the Indian banking system from stable to negative,
causing the majority of economic operations to be hampered (Bobade & Alex,
2020). Lockdowns and lowered output have already begun to have an impact on
the corporate sector’s finances due to corporations’ inability to repay their loans.
Many people lost their jobs as a result of the pandemic, and they skipped
loan payments, which impacted bank efficiency and profitability and raised
Non-Performing Assets. As a result, the moratorium, which was declared on
27 March 2020, is one of the RBI’s initiatives. All lending institutions have
been granted permission by the RBI to stop making instalment payments on all
outstanding term loans as of 1 March 2020, for a three-month (later extended to
six-month) period. This shows that COVID-19 has had a substantial impact on
the banking industry’s income statement and financial stability, which has
changed a number of variables including profitability ratios, liquidity ratios,
solvency and the accumulation of sharecholder wealth. Therefore, it is essential
to examine the financial performance before and during the COVID-19 period
of 12 public sector banks listed in BSE in India.

Literature Review

Dynamically, we find that volatility connection increased during crises, peaking at
the time of Covid-19. The study emphasises the importance of large banks in vola-
tility transmission, emphasising the banking system’s “too-big-to-fail” trait. Small-
medium banks, on the other hand, are key contagion actors, reinforcing the theory that
the Eurozone banking system is too interconnected to fail. Finally, we show how the
COVID-19 epidemic has created heterogeneity among Eurozone banking institutions.
This heterogeneity impact could be a future source of financial instability within the
Eurozone. (Foglia et al., 2022)

‘The banking system remains a critical component of economic stability, and
research on the financial system’s impact on the economy during extreme occur-
rences such as a pandemic is an unavoidable requirement of the moment’ writes
Trivedi (2021). Kumar and Kumar (2021) carried out,

a research study titled Impact of Covid-19 on Indian Economy with Special
Reference to Banking Sector: An Indian Perspective, demonstrates overview of the im-
pact of Covid-19 situation on Indian economy and its banking sector and also analyses
the various policy measures taken by Reserve Bank of India and Indian Government
at centre level and state level to improve the current economic situation of the country.
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Singh and Bodla (2020) carried out,

a research study titled COVID-19 Pandemic and Lockdown Impact on India’s Banking
Sector: A Systemic Review of the Literature, illustrates the impact of the pandemic on
banks and Non-Banking Financial Companies as an outcome of the lockdown, which
has resulted in the closure of all commercial organisations, educational institutions,
public and private offices, suspension of means of transportation, and so on, by taking
into account the perspectives of economists, financial institutions such as the IMF and
the World Bank, as well as consulting firms.

Fraser et al. (2016) offer,

four types of ratios used to assess a company’s financial performance. They are the li-
quidity ratio, which describes the company’s ability to meet short-term liabilities (debt),
the solvency ratio (leverage), which measures the degree to which the company’s assets
are financed by debt, the activity ratio, which assesses the company’s ability to gener-
ate income, and the profitability ratio, which assesses the company’s ability to generate
income.

‘ROA analysis, which is commonly interpreted as economic profitability, meas-
ures the ability to make profits in the past’ (Rhamadana & Triyonowati, 2016).
‘The leverage ratio assesses a company’s ability to repay all of its debts. The debt-
to-equity ratio can be used to calculate this ratio (DER). This figure depicts the
issuer’s capital structure, which includes both debt and equity’ writes Handayani
and Zulyanti (2018).

‘Earnings per share (EPS), return on equity (ROE), and return on investment
(ROI) are all erroneous indicators of a company’s profitability” writes Stewart
(1991). Stern Stewart developed ‘the notion of economic value added, and eco-
nomic profit or economic value added is founded on the concept of residual
income’. Stewart (1994) defined,

Economic Valued Added as the difference between NOPAT (Net Operating Profit After
Tax) and Cost of Capital (Equity and Debt). If a company’s cost of capital is less than its
return or the firm’s return surpasses its cost of capital, it is considered to be in a situation
where it is creating value for its shareholders.

For years,

‘EVA has been used to assess corporate growth, but scholars throughout the world disa-
gree on whether it is the best financial success statistic for organisations and whether
it has an impact on stock returns. The findings of this study revealed that in the fishing
subsector, there is no significant association between financial ratio, EVA, and exchange
rate and stock return’ writes Daryanto and Sasongko (2019).

‘Economic value added and financial performance, as measured by the current
ratio, debt equity ratio, net profit margin, and earnings per share, have a negligible
and tiny impact on stock returns’ (Tikasari & Surjandari, 2020).
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Research Gap

Various ratios and variables, such as ‘business per employee, net profit margin,
profit per employee, return on equity, yield on advances, and yield on investments,
are taken into account to do the financial performance analysis’. These variables
were chosen by a number of researchers in the past, including (Al-Hroot, 2016;
Atayah et al., 2022; Bobade & Alex, 2020; Daniya et al., 2016; Das, 2015; Gazi
et al., 2022; Mishra & Mishra, 2023; Patel, 2015, 2018; Perwej, 2020; Rakshit &
Basistha, 2020; Sahoo & Thakur, 2023; Vulanovic, 2017). The available literature
was insufficient to provide information on aspects of the banking industry’s
expansion and shareholders’ wealth during the recent pandemic, such as
profitability ratios, liquidity ratios, solvency ratios and economic value added
(EVA). As a result, the present study takes into account these variables in order to
evaluate the financial performance in relation to the creation of sharcholder
wealth. In this study, the variables that can lead to higher results are considered.
Here,

a paired samples t-test is used to check the before and during the Covid-19 comparative
position of short-term profitability, liquidity, solvency and shareholders wealth. When
researchers want to compare two variables for the same topic, they employ a paired
t-test. The two variables are frequently separated by time. The paired #-test is regarded
vital for determining comparative positive and has been employed by many studies in
the past.

For example, Alarifi & Husain (2023), Alsambhi et al. (2022), Benaraba et al., (2022),
Das (2015), Duggal (2015), Gurbaxani and Gupte (2021), Harrison et al. (1991),
Hasan et al. (2023), Jayaraman et al. (2014), Khan et al. (2021), Normasyhuri et al.
(2023), Patel (2015), Rakshit and Basistha (2020), and Vulanovic (2017). The vari-
ables and statistical test are chosen for this study based on the literature review.

Objectives

» To evaluate the financial performance before and during the COVID-19
pandemic of Indian public sector banks using profitability ratio, liquidity ratio,
solvency ratio and EVA.

Hypothesis Development

H,: The COVID-19 pandemic has an insignificant impact on profitability,
measured using earnings per share (EPS), net profit ratio (NPR), return on
capital employed (ROCE), return on asset (ROA) and return on equity
(ROE).

H_: The COVID-19 pandemic has an insignificant impact on the liquidity,
measured using the current ratio (CR).

H,: The COVID-19 pandemic has an insignificant impact on the solvency,
measured using debt to equity ratio (DER).
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H,,: The COVID-19 pandemic has an insignificant impact on the sharehold-
er’s wealth, measured using EVA.

Research Methodology

Purpose: This study is carried out with the objective to know the financial perfor-
mance before and during the COVID-19 pandemic using profitability ratios,
liquidity ratios, solvency ratios and EVA of public sector banks listed on the
Bombay Stock Exchange (BSE).

Research Design: The current study is empirical in nature. According to the
source, the data used in this study include secondary sources, such as financial
statements and monthly closing prices, which are collected from the official
website of select public sector banks and BSE covering the study period from
2018-2019 (before COVID-19) to 2019-2020 (during COVID-19).

Population and Sample: This study’s population consists of BSE-listed banks.
In total, 12 public sector banks listed in BSE are selected as a sample based on
availability of data and covering the study period from 2018-2019 to 2019-2020.

Research Variables

Var 1: Profitability ratios especially EPS, NPR, ROCE, ROA and ROE.
Profitability ratios show how well banks generate profit and value for
their shareholders. Higher ratio outcomes are typically preferred.

Var 2: Liquidity ratios, in particular, the CR is a measure of a bank’s short-
term solvency status. A CR larger than one indicates that the company
is in good financial condition and is less likely to face financial issues.

Var 3: Solvency ratios, particularly the DER, represent the proportion of the
business owned by the owners. A high DER (one or higher) indicates
that a bank is largely dependent on debt and may not have trouble
paying its debts.

Var 4: EVA is used to calculate shareholder wealth. A bank is considered to be
heavily dependent on debt if its DER is high (one or greater), meaning
it may not have any trouble making debt payments.

Tools to be used for analysis: The following tools were utilised in this study: (1)
EVA, (2) financial ratios, (3) descriptive statistics, (4) Shapiro—Wilk normality
test and (5) paired samples z-test.

The Paired Samples t-Test Is Performed as Follows

An observation from one sample can be paired with an observation from the other
sample in a paired samples #-test (just as before and after are paired observations).
The two variables are frequently separated by time. In this study, this test can be
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utilised to compare the financial performance of public sector banks before and
after the impact of COVID-19. The values of a single pair of numbers that are
subtracted from one another are used as the basis for the paired #-test, say X and Y
with X € X,y, € Y. wherei=1,2, ..., n Let’s assume we have two sets of data
that are related to each other, X and Y, with x. X and y, Y, respectively. To find the
paired #-test, follow the instructions below.

Assume that the null hypothesis’s actual mean difference is zero.
Calculate the difference between the observations di =y, —x..

Determine the average difference.

Calculate the standard error of the mean difference, which is equal to
S, /\Nn, where n is the total number and S . 1s the difference’s standard
deviation.

Calculate the value of the #-statistic.

Make a comparison to the # | distribution. The p-value is displayed.

g. This difference is denoted by the letter d in the paired #-test formula. The
total of the differences of each pair divided by the square root of n times
the sum of the differences squared minus the sum of the squared differ-
ences, overall n—1, is the formula for the paired #-test. The paired #-test
formula is as follows:

a0 o

™o

>d
\/n(Zdz)—(Zd)z

n-1

=

The sum of the differences is denoted by d.

h. The information comes from people who have been measured twice.

i.  The difference between the two sets of connected observations yields a
95% confidence interval.

j. The null hypothesis in a paired samples #-test is always:

H: p, = p, (the two population means are equal)

k. A two-tailed, left-tailed or right-tailed alternative hypothesis can be used:
(two-tailed): /,: p, # p, (the two population means are not equal)
(left-tailed): H,: u, <, (population 1 mean is less than population 2 mean)
(right-tailed): H,: u,> p, (population 1 mean is greater than population 2
mean)

Data Analysis and Interpretation

The present study has data analysis which includes descriptive statistics, financial
ratios, normality tests and paired samples #-test to evaluate the performance of
public sector banks in India before and during the COVID-19 pandemic. To
choose which statistical tests will be employed for a study, a data normality test is
first carried out. The Shapiro—Wilk normality test is used to find out whether the
select variables normally distributed or not. Here, the select variables are normally
distributed, hence parametric tests can be performed using paired samples #-test.
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In the present study, EVA and financial ratios of the select public sector banks
are assessed in order to determine the level of growth/decline before and during
the COVID-19 pandemic. The findings are presented below:

Figure 1 depicts the performance of EPS, which explained that EPS of eight
select banks have grown during the COVID-19 pandemic. EPS of four select
banks has declined during the COVID-19 pandemic, which is related to the select
bank’s conservative/modern method of dealing with business. However, the above
positive result indicates that most of the public sector banks were able to quickly
adapt the COVID-19 pandemic situation and manage in utilising their available
sources in order to increase the value of shares of the respective banks.

Figure 2 depicts the performance of NPR, which explained NPR of eight select
public banks has grown during the COVID-19 pandemic. NPR of four banks have
declined during the COVID-19 pandemic, which indicates that the select banks
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Figure 1. Earning Per Share.
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Figure 2. Net Profit Ratio.
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were exercising good cost control. However, the above result showed that most of
the select public sector banks were able to quickly adapt the COVID-19 pandemic
situation and efficiently convert the invested money into net income.

Figure 3 depicts the performance of ROCE, which explained ROCE of seven
select banks has grown during the COVID-19 pandemic. ROCE of five banks has
declined during the COVID-19 pandemic, which indicates that the select banks
were efficient in their operations. However, the above result showed that most of
the public sector banks were able to quickly adapt the COVID-19 pandemic situ-
ation and good at turning sales into profits.

Figure 4 depicts the performance of ROA, which explained ROA of eight select
banks have grown during the COVID-19 pandemic. ROA of four select banks
have declined during the COVID-19 pandemic. However, the above result showed
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that most of the select public sector banks were able to quickly adapt the COVID-
19 pandemic situation and effectively use the assets in generating income of the
respective banks.

Figure 5 depicts the performance of ROE, which explained ROE of eight select
banks has grown during the COVID-19 pandemic. ROE of four banks has declined
during the COVID-19 pandemic, which indicates that the select banks were effec-
tively use its equity. However, the above result showed that most of the select
public sector banks were able to quickly adapt the COVID-19 pandemic situation
and efficiently use their equity capital in generating revenue for the select banks.

Figure 6 depicts the performance of CR, which explained CR of ten select
banks has grown during the COVID-19 pandemic. CR of two select banks has
declined during the COVID-19 pandemic, which indicates that the select banks
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have good financial health. However, the above result showed that most of the
select public sector banks quickly adapted the COVID-19 pandemic situation and

efficiently managed their short-term solvency position.

Figure 7 depicts the performance of DER, which explained DER of two select
banks have grown during the COVID-19 pandemic. DER of ten select banks have
declined during the COVID-19 pandemic, which indicates that the select banks
were not significantly funded by debt. However, the above result showed that
most of the select public sector banks were not enough funded by debt and not
able to quickly adapt the COVID-19 pandemic situation in relation to financial

leverage.
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Table I. Result of Descriptive Statistics of the Select Variables.

Variables Minimum Maximum Mean Std. Deviation
EPS_Before -30.94 6.70 —I1.15 13.23
EPS_During -26.50 16.23 -3.63 11.98
NPR_Before —44.09 1.67 -13.73 14.59
NPR_During —48.99 5.63 -7.32 14.71
ROCE_Before 0.96 2.75 1.61 0.46
ROCE_During I.11 2.14 1.67 0.32
ROA_Before -2.90 0.11 -0.92 0.95
ROA_During -3.27 0.36 -0.50 0.98
ROE_Before —109.56 1.97 -21.42 30.76
ROE_During -52.78 6.95 -8.23 15.98
CR_Before 0.04 0.11 0.07 0.02
CR_During 0.05 0.14 0.07 0.03
DER_Before 0.06 25.60 15.02 5.72
DER_During 0.05 16.60 12.88 4.36
EVA_Before -5.16 7.24 3.45 3.36
EVA_During 0.70 742 3.57 221

Valid N (listwise): 12

Source: Secondary data.

Note: Earnings per share (EPS), net profit ratio (NPR), return on capital employed (ROCE), return
on asset (ROA), return on equity (ROE), current ratio (CR), debt to equity ratio (DER), economic
value added (EVA).

Figure 8 depicts the performance of EVA, which explained EVA of six select
banks have improved during the COVID-19 pandemic. EVA of six select banks
have declined during the COVID-19 pandemic, which indicates that the chosen
banks have created more value for their sharecholders than they have destroyed.
However, the foregoing result demonstrated that the majority of the chosen
public sector banks were able to generate returns sufficient to cover their cost of
capital and have been able to increase value for their shareholders throughout
the COVID-19 pandemic crisis.

Table 1 shows the findings of the descriptive analysis. From the aspect of prof-
itability ratio, the average value of the EPS before the COVID-19 pandemic and
during the COVID-19 pandemic were —11.15 and —-3.63, respectively. The increase
in average EPS indicated that the COVID-19 pandemic has not harmed the share-
holder’s income and public sector banks were utilising their available sources to
increase the value of their shares. The average value of the NPR before the
COVID-19 pandemic and during the COVID-19 pandemic were —13.73 and
—7.32, respectively. The positive growth of the average NPR indicated that the
public sector banks generated enough profit during the COVID-19 pandemic. The
average value of the ROCE before the COVID-19 pandemic and during
the COVID-19 pandemic were 1.61 and 1.67, respectively. The positive value of
average ROCE indicated that the public sector banks had enough capacity to
generate revenue, which is earned from the operations during the COVID-19
pandemic. The average value of ROA of public sector banks before the
COVID-19 pandemic and during the COVID-19 pandemic were —0.92 and —0.5,
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Table 2. Result of Shapiro—Wilk Normality Test of the Select Variables.

Shapiro-Wilk Test

Variables Statistic df Sig.

EPS_Before 0.836 12 0.205
EPS_During 0.844 12 0.225
NPR_Before 0.985 12 0.767
NPR_During 0910 12 0.419
ROCE_Before 0.750 12 0.060
ROCE_During 0.790 12 0.092
ROA_Before 0.964 12 0.637
ROA_During 0.883 12 0.333
ROE_Before 0.998 12 0.905
ROE_During 0.927 12 0.476
CR_Before 0.893 12 0.363
CR_During 0.954 12 0.588
DER_Before 0.937 12 0.515
DER_During 0.879 12 0.322
EVA_Before 0.985 12 0.768
EVA_During 1.000 12 0.960

Source: Secondary data.

Note: Earnings per share (EPS), net profit ratio (NPR), return on capital employed (ROCE), return
on asset (ROA), return on equity (ROE), current ratio (CR), debt to equity ratio (DER), economic
value added (EVA).

respectively, which indicated that the COVID-19 pandemic situation has not
harmed the public sector bank’s assets in the way of generating income. The
average value of ROE of public sector banks were —21.42 and —8.23, respectively,
which indicated that public sector banks were using their equity capital effectively
during the COVID-19 pandemic.

Regarding liquidity ratios, the average CR values before and during the
COVID-19 epidemic were 0.07 and 0.07, respectively. This showed that public
sector banks are in the same position with regard to their ability to employ
resources to satisfy their short-term obligations.

In terms of solvency ratio, the average value of the DER before and during the
COVID-19 epidemic was 15.02 and 12.88, respectively, which indicated that the
public sector banks were not significantly funded by debt during the COVID-19
pandemic.

From the aspect of shareholder’s value creation, the average value of the
EVA before the COVID-19 pandemic and during the COVID-19 pandemic were
3.45 and 3.57, respectively, which indicated that public sector banks has created
the value for their shareholders during the COVID-19 pandemic.

Table 2 shows the Shapiro—Wilk normality test findings, and they show that the
selected variables were normally distributed with the required statistical criteria at
the 5% level of significance (that is, the corresponding significant value of each
variable was greater than 0.05). The aforementioned results show that the selected
study variables were normally distributed; hence, the parametric statistical test
was performed using the paired samples #-test.
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Pair 1: From Table 3, it can be observed that EPS is statistically insignificant at a
5% level of significance (Sig. > 0.05). Therefore, the null hypothesis H is
accepted. A high significance value of more than 0.05 indicates that there is
no significant difference between EPS before and during the COVID-19 pan-
demic. Based on the result of profitability position, it can be concluded that the
COVID-19 pandemic has had a weak impact on EPS.

Pair 2: From Table 3, it can be observed that NPR is statistically insignificant at a
5% level of significance (Sig. > 0.05). Therefore, the null hypothesis H is
accepted. A high significance value of more than 0.05 indicates that there is
no significant difference between NPR before and during the COVID-19
pandemic. Based on the result of profitability position, it can be concluded that the
COVID-19 pandemic has had a weak impact on NPR.

Pair 3: From Table 3, it can be observed that ROCE is statistically insignificant at
a 5% level of significance (Sig. > 0.05). Therefore, the null hypothesis H is
accepted. A high significance value of more than 0.05 indicates that there is no
significant difference between ROCE before and during the COVID-19 pandemic.
Based on the result of profitability position, it can be concluded that the
COVID-19 pandemic has had a weak impact on ROCE.

Pair 4: From Table 3, it can be observed that ROAs are statistically insignificant
at a 5% level of significance (Sig. > 0.05). Therefore, the null hypothesis H, is
accepted. A high significance value of more than 0.05 indicates that there is
no significant difference between ROAs before and during the COVID-19
pandemic. Based on the result of profitability position, it can be concluded that
the COVID-19 pandemic has had a weak impact on ROAs.

Pair 5: From Table 3, it can be observed that ROE is statistically insignificant at a
5% level of significance (Sig. > 0.05). Therefore, the null hypothesis H, is
accepted. A high significance value of more than 0.05 indicates that there is no
significant difference between ROE before and during the COVID-19 pandemic.
Based on the result of profitability position, it can be concluded that the
COVID-19 pandemic has had a weak impact on ROE.

Pair 6: From Table 3, it can be observed that CR is statistically significant at a 5%
level of significance (Sig. < 0.05). Therefore, the null hypothesis H, is rejected.
A low significance value of less than 0.05 indicates that there is a significant
difference between CR before and during the COVID-19 pandemic. Based on
the result of liquidity position, it can be concluded that the COVID-19 pandemic
has had a strong impact on CR.

Pair 7: From Table 3, it can be observed that DER is statistically significant at a
5% level of significance (Sig. < 0.05). Therefore, the null hypothesis H, is
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rejected. A low significance value of less than 0.05 indicates that there is a signifi-
cant difference between DER before and during the COVID-19 pandemic. Based
on the result of solvency position, it can be concluded that the COVID-19
pandemic has had a strong impact on DER.

Pair 8: From Table 3, it can be observed that EVA is statistically significant at a
5% level of significance (Sig. < 0.05). Therefore, the null hypothesis H, is
rejected. A low significance value of less than 0.05 indicates that there is a
significant difference between EVA before and during the COVID-19 pandemic.
Based on the result of shareholders’ value creation, it can be concluded that the
COVID-19 pandemic has had a strong impact on EVA.

Conclusion, Suggestion and Limitations

This research leads to the following conclusions: (a) Profitability ratios showed
positive improvement during the COVID-19 pandemic situation, this might have
indicated that the public sector banks can generate enough income to cover the
bank’s expenses and also indirectly increase the shareholder’s wealth; (b) liquidity
ratio of public sector banks are showed positive improvement during the COVID-19
pandemic situation, which indicated that banks seem to be reduced to giving their
loan out in order to maintain more liquid cash and assets to prevent unpredictable
situation occurred during COVID-19 pandemic; (c) according to the financial
leverage of public sector banks, the decline in financial leverage is due to a decrease
in debt capacity. Although there are some evidence that some banks’ increased
financial leverage is due to previously unutilised loan capacity; (d) from the wealth
creation point of view, some of the public sector banks have experienced that decline
in EVA and some of them have experienced that increment in EVA. So, the reason
might cause by the conflict of interest between the shareholders and some bank’s
management level especially during the COVID-19 pandemic situation. In most
cases banks would prefer capital funds from investors and be able to create wealth
for their shareholders; (e) there are no significant differences in the profitability ratio
of public sector banks between before and during the COVID-19 pandemic; (f)
there are significant differences in the liquidity ratio, solvency ratio and EVA of
public sector banks between before and during the COVID-19 pandemic; (g) all of
these findings are consistent with paired sample #-test, which demonstrated that
most of the select banks had no positive influence on profitability during the
COVID-19 epidemic, while others few has had changed; and (h) the public sector
banks have experienced the growth in EPS, NPR, ROCE, ROAs, ROE, CR and
EVA during the COVID-19 pandemic, while the public sector banks have experi-
enced a decline in DER during the COVID-19 pandemic.

The results of this study can be used as a source of useful information for inves-
tors, and prospective investors can use the data to make financial decisions in the
event of a COVID-19 pandemic breakout. The government can utilise the study’s
findings to decide how important it is to provide the impacted public sector
banks with the proper tax incentives. In order to lessen the negative impact on the
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financial performance of the banking sectors during pandemic conditions and
clear the way for a long-term recovery, policymakers must be prepared to scale up
their response as circumstances change. To prevent long-term economic harm to
the banking industry and other financial institutions, they must simultaneously
make sure that decisions are founded on legislation and that discretion is restrained.

This study’s limitations are as follows: Only hypotheses can be proven by
researchers 02, 03 and 04, where these hypotheses proved that CR, DER and EVA
have a significant difference between before and during the COVID-19 pandemic.
Meanwhile, EPS, NPR, ROCE, ROA and ROE have not changed significantly
between before and throughout the COVID-19 pandemic. Hypothesis 01 is not
proven, so it is important to re-examine variables with variations of another indi-
cator to measure bank’s profitability. The study did not look at changes in the
financial performance of other key financial sectors, therefore the findings are still
limited to public sector banks. It is anticipated that more research will be done on
the private sector banks, small finance banks, non-banking financial companies,
and other related financial sectors with the highest potential for improved finan-
cial performance with respect to EVA and financial ratios in order to concentrate
investor attention more precisely.
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Introduction

Anomalies prevail at varied intervals of time and may be of different kinds in the
stock markets (El et al., 2021) like day, week or month. Stock returns may be high
or low due to such anomalies offering opportunities at various stages to investors.
The efficient market hypothesis EMH— also known as efficient market theory—
provides theoretical variant in the pricing of stocks, which explains the concept of
market efficiency (Neeraja & Srikanth, 2014). Adaptive market hypothesis (AMH)
is a more refined variant that indicates the fluctuation in the market and possible
factors (Ito & Sugiyama, 2009; Kim et al., 2011). Several studies in the field of
anomalies have provided mixed outcomes in Indian and international stock
markets (Hiremath & Kumari, 2014; Lim et al., 2008; Noda, 2012; Rosini &
Shenai, 2020; Urquhart & Hudson, 2013).

The results from Indian stock markets have reflected different anomalies
in diverse periods in line with EMH theory. It has been shown that anomalies
and their effect vary over market conditions as well as investor expectations
(Hiremath & Kumari, 2014; Shahid & Sattar, 2017). Efficient stock markets
narrate that all information stands available affecting the prices meaning that
investors would have no chance to earn abnormal profits (Al-Rjoub & Alwaked,
2010). This phenomenon has been further studied with new available informa-
tion in the market which may be more appropriate in return prediction in com-
parison to past prices of the stock (Chaker & Sabah, 2018). Further, Urquhart
and McGroarty (2014) mentioned that there may be no such condition of effi-
cient market rather continuous variation in market due to the seasonal anoma-
lies. The identification of anomalies sparks investigations into the information
efficiency of stock markets, providing a platform for market participants to craft
successful trading strategies and potentially secure returns surpassing the typical
benchmarks. Over the past four decades, changes in calendar effects have been
a focal point of research in African stock markets, commodity markets to name
a few (Andrew & Seth, 2023; Chhabra & Gupta, 2022; El et al., 2021; Li et al.,
2023). Anomaly may be an important element to be analysed for the estimation
of stock returns (Guo et al., 2020). It depends upon the risk perception of the
investors and uncertainty in the markets (Chaudhary et al., 2020; Engelberg
et al., 2020).

Indian stock market has experienced more volatility during the COVID-19
period. However, market efficiency theory mentioned that if markets are rational,
then prices reflect all available information (Dash & Mahakud, 2015). The
calendar year effect vanished over the time (Sawitri & Astuty, 2018), and calendar
anomalies diminished post the global financial crisis period in various sectoral
indices in the Bursa Malaysia stock exchange (Kaur et al., 2019). Further events
such as holidays, climate changes and policy regime alterations may affect the
returns of various stocks. Anomalies pertain globally, but the January effect has
been one of the most important anomalies. In addition, the calendar effect has
been an important anomaly affecting the returns of stocks (Floros & Salvador,
2014). These effects have been explored by the agents and potential investors
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in financial markets for obtaining abnormal returns (Chaudhary et al., 2020).
Indian markets have been more volatile than the global markets. Liquidity,
transparency and investment culture have been the major contributors to such
variations (Izzeddien, 2021). December and March have also been studied for the
Karachi Stock Exchange and the Pakistan Stock Exchange showing inefficiencies
(Anjum, 2020; Elangovan, 2022). Also, seasonality deviations have been prevalent
in longer periods for such anomalies (Kaushik & Nagarkar, 2023).

Table I. Calendar Year and Financial Year Effect Studies in Indian Markets.

Authors (Year)

Sample

Result

Verma & Kumar
(2012)

Debasish (2012)

Deepak & Viswanath
(2012)

Pathak (2013)

Sriram & Devi (2013)

Yadav (2013)

Nageswari et al.
(2013)

Neeraja & Srikanth
(2014)
Patel (2014)

Lodha & Soral
(2015)

(Bombay Stock Exchange)
BSE- Sensex
(Jan 1991-Dec 2020)

Specific sectors of Indian

market (gas, oil and refineries)

(Jan 2006—Dec 2010)

(National Stock Exchange)
NSE NIFTY (monthly data)
(Jan 1990-Dec 2011)

S&P CNX NIFTY (NSE)
(Apr 2007-Mar 2012)

BSE Sensex
(Apr 2004—Mar 2012)

NSE (Jan 1996—Dec 2013)

S&P CNX NIFTY (NSE)
and S&P CNX 500

(Apr 2002—Mar 2011)
BSE (IT) and BSE (Sensex)
Jan 1999-Dec 2013
NSE-CNX 500 Index
(June 1999—-june 2012)

BSE (major indices)

The Bombay Stock Exchange
does not exhibit any month-of-
the-year effect.

A month-of-the-year effect

has been observed, primarily
occurring in September, August
or February.

Effects of March, May and
October months found in this
study.

The absence of the month-of-
year effect indicates the lack of
seasonality in the Indian stock
market.

The findings do not validate the
presence of seasonality in stock
returns, including the January
effect.

There is a discernible month-of-
the-year effect observed in both
market volatility and market
returns.

The data did not reveal a
January anomaly during the
study period.

The data suggest a seasonal
pattern in the Indian IT sector.
There is no single month

that consistently predicts the
performance of the Indian stock
market.

The months of September

and December saw significant
returns.

(Table | continued)
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(Table | continued)

Authors (Year)

Sample

Result

Sudarvel &
Velmurugan (2015)
Choithala & Ajmal
(2016)

Kumar & Dawar
(2017)

Kumari & Uthra
(2018)

Jain (2019)

Singh & Das (2020)
Bhatia (2021)

Bankoti (2021)

Elangovan et al,,
2022

BSE (bank index)

(Jan 2002—june 2015)
BSE-Sensex

(June 1999—June 2012)

BSE (major indices)
(Jan 1999-Dec 2015)
BSE (healthcare index)
(Apr 2012—Mar 2016)

Gold and crude oil market
in India

BSE (Bank & IT indices)
(2010-2019)

BSE Index (1991-2019)

BSE and NSE

(Apr 2010-Mar 2019)
NIFTY (500) and

S&P BSE 500

January effect was present
during the study period.

Indian stock returns exhibit a
significant December effect in
volatility.

Calendar effect was absent in
this index during this period.
While the turn-of-the-month
effect remains, its occurrence
has exhibited a recent shift
towards earlier dates.

April effect was found in this
study, instead of January effect.
January effect is present in these
indices.

No anomalies found in the
Indian stock market.

Calendar anomalies were
present for these specific period.
March was effective in the

month-of-the-year effect
among other months.

Contribution of the Study

This study has examined sectoral indices within the Indian stock market laying
emphasis on identified anomalies. The time period selected for the study and its
impact on anomalies have not been explored before for investors’ understanding.
Thus, the present work shall be a guide for investors to make informed decisions
and understand the complexity and behaviour of markets during possible shocks.
Calendar and financial year effects, which have been earlier recognised in the
studies, have not been present significantly in the results. Thus, a newer direction
and strategy in improved mechanisms of stock market trading may be formulated
with the help of results of the study. Additionally, by examining anomalies over an
extended timeframe, the study identifies more robust and persistent trends, offering
greater confidence to investors when making investment decisions. The result of the
present study will also add to the existing literature and will prove helpful for the
investors to take correction actions while investing in the Indian stocks. The twin
effect of the financial year and calendar year assists the academicians and potential
investors to find out the better return for the stocks in various sectors.

The manuscript has been divided into six sections. The first section explains
the introduction. The second section narrates the previous studies existing in the
literature. The research methodology has been explained in the third section.
The fourth section presents the analysis and findings. The fifth section concludes
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the study, and the sixth section reflects upon the further scope in the direction of
anomaly studies.

Literature Review
Calendar Year Effects

Stock market seasonality is known as calendar anomalies (Alvarado & Demmler,
2019). The January month is also having the tax hypothesis effect. The January
effect is one of the most popular effects of calendar anomalies in which inves-
tors expect a higher return than other months. Andrew and Seth (2023) studied
the calendar anomalies in petroleum and petroleum products and found varia-
tion in the return across the energy commodities. Few authors found the January
effect in their study (Gouider et al., 2015; Selvakumar, 2011; Singh & Das,
2020) and specified the reason that investors buy at the starting of the year with
higher return expectations. Rosini and Shenai (2020) mentioned the time-vari-
ant behaviour of calendar anomalies in the US stock market (Faisal & Majid;
2016). For example, in December, investors sell their shares for tax loss, leading
to a decline in the prices of shares, whereas by the end of December, they pur-
chase shares that increases the prices of shares and has a positive impact on the
return of stocks in January. For different stock markets, different results were
found by many researchers. Researchers such as Floros (2008) (Athens), Ariss
et al. (2011) (Gulf Cooperation Council indices), Igbal et al. (2013) (Pakistan)
and Al-Saad & Moosa (2005) (Kuwait), Kaur et al. (2019) (Malaysia) found no
January effect on return of stocks, whereas Wong et al. (2006) found positive
and significant return for the Singapore stock market. There was no January
effect in BSE and NIFTY returns (Kaur, 2004), although the February and April
effects were observed in NIFTY instead of the January effect (Jain, 2019; Saxena
et al., 2021). No calendar anomalies in France, Germany, Italy and Spain stock
exchange indices were found (Rossi & Gunardi, 2018). The August and
November effects in Bursa Malaysia stock exchange were observed (Kaur et al.,
2019). Acharya et al. (2022) mentioned about the September effect in the Indian
stock market, because in India, the festive season starts from September.

Different month effects are found in different countries, such as the December
effect is found in India by Parikh (2009), while the May effect is found by
Purohit and Tyagi (2015) and the positive November effects are found by
Chakrabarti and Sen (2008) for the firms listed in the Shanghai Stock Exchange.
In the Karachi Stock Exchange, high return is observed in December, while in
the Pakistan Stock Exchange, high return is noted in March (Anjum, 2020). The
year-end effect or income tax savings or festive season may be the reason for
such results (Faisal & Majid, 2016; Purohit & Tyagi, 2015; Sarbapriya, 2012).
While the September month had a positive effect on the Iranian capital market
because of Eid (Ansari & Jafari, 2020). The September effect was found in
the Indonesian Stock Exchange, the May effect was found in Spain’s IBEX35,
and the February effect was found in England’s FTSE100 (Sawitri & Astuty,
2018).
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Financial Year Effects

Negative return in the month of March was found by Sarbapriya (2012). Some
researchers stated the absence of turn-of-the-month effect in the return of stocks
in the Indian stock market (Kushwah & Munshi, 2018; Nageswari et al., 2011)
and in the Mexican stock market (Alvarado & Demmler, 2019; Ansari, 2020).
No anomalies in the Indian stock market, especially in March and April months,
were observed for stocks (Bhatia, 2021), while Elangovan (2022) observed a
month-of-the-year effect present in March in Indian stock exchange.

Qadan et al. (2021) studied the seasonal and calendar anomalies in cryptocur-
rencies for measuring the pricing efficiency. Rare opportunities are there in Indian
stock market for higher return for investors (Bhatia, 2021). Li et al. (2024) and
Kaushik and Nagarkar (2023) also stated the presence of seasonal variations in
long tenure data.

Sectoral Effects

Chaudhary et al. (2020) revealed that during the Covid period, the banking sector,
the realty sector and capital goods had the poorest return, while the healthcare sector
and the IT sector showed a positive return. Inefficient information is the main source
of anomalies in different sectors of the Indonesian stock market (Said et al., 2018).
Covid had a less negative impact on anomalies in the Indian stock market than its
peers (Sudha et al., 2020). Although the effect of seasonal anomalies disappeared in
the post-crisis period (Adam et al., 2016), the calendar effect was found in different
sectors of the Mexican stock market, such as the health care sector, financial sector,
consumer sector and telecommunication sector (Alvarado & Demmler, 2019). Cristi
et al. (2020) suggested to invest in the low volatility stocks of pharmaceutical, fast
moving consumer goods (FMCG) and IT sector in the Indian stock market when
preparing their investment strategy for high return. While the IT sector of the Indian
stock market was found to be a weak form of efficiency, the January and turn-of-
month effects on return and further volatility were mentioned in the IT and banking
sectors of India (Singh & Das, 2020). Multi-commodity exchange was studied by
Chabra and Gupta (2022), and they found the presence of the anomalies effect in the
Indian stock exchange. Li et al. (2022) studied the crude oil market and reported the
same. While the absence of anomalies was reported by Bankoti (2021), Li et al.
(2023) and Li et al. (2022) mentioned that the effect of anomalies declined with high
volatility in the US stock market.

Research Gap

The existing literature on anomalies in the Indian stock markets has shown the
presence of the mixed form of anomalies. These inefficiencies persist in the form
of day/week/month arrangements where studies indicate the presence/absence of
anomalies in various industries and stocks (Engle et al., 1990; Tadepalli & Jain,
2018). Calendar year and financial year anomalies have also been tested earlier
with varied research methods for stock market indices and individual stocks
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(Ansari, 2020; Bhatia, 2021; Jain, 2019; Kushwah & Munshi, 2018; Singh & Das,
2020). However, there remains a strong gap in analysing the sectoral indices for
the time period considered in the present study. Therefore, with this strong notion
based on the current literature, the present work will contribute to the understanding
of the investors. Attention may be paid to the existing regime of stock market
anomalies before plugging the funds into the market.

Hypotheses

: There exists a calendar year effect for sectoral indices in Indian markets.

: There exists a financial year effect for sectoral indices in Indian markets.

: There is a spillover from March returns to April returns for Indian sectoral
indices.

: There is a spillover from December returns to January returns for Indian

sectoral indices.

T

T

Research Methodology
Data

The historical indices for automobiles (Auto), financial services (FS), media,
FMCG, pharmaceuticals (Pharma), metal, realty, information technology (IT),
energy and banking (Bank) have been incorporated. These historical values of
2011-2019 have been downloaded from the website of the National Stock
Exchange. Due to Covid impact, data after December 2019 have been avoided as
the results may not be reliable during this period. The historical returns have been
computed with the help of the following formula:

Rit=P — (P-1)/(P~1)*100. (1)

Variables

The objectives of the study required monthly data of four months, in particular for
Indian sectoral indices. The investigation of the financial year effect called for
March and April returns, while the calendar year effect desired December and
January returns. Companies may make major announcements during these months
due to the closing of the books of accounts. Therefore, these four months have
been identified and incorporated in the study to explore anomalies across different
sectors in the Indian economy.

Sample Selection

Indian markets may be split into a variety of sectors such as banking, IT,
automobiles and pharmaceuticals. The sector-wise contribution to stock markets
as well as Indian economy however remains prevalent by a few sectors. The study
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Table 2. Indices in the Study.

Variable

Source

Justification

Auto

Bank

Energy

FMCG

Financial
services

Media

Pharma

Realty

Metal

NSE website

NSE website

NSE website

NSE website

NSE website

NSE website

NSE website

NSE website

NSE website

NSE website

Benchmark index for the automobile sector consisting

of 15 stocks. The companies included range over cars,
motorcycles, auto ancillaries, tyres and heavy vehicles.
Resembles 12 Indian banking stocks based on their
liquidity and market capitalisation.

One of the most significant drivers for growth of Indian
economy. Considered as a crucial input for sustainable
development. Index represents the performance of such
companies.

Consisting of |5 stocks of FMCG companies. Such
companies are involved with the production of non-
durable goods the can be used for mass consumption.
Demonstrates the capital market performance of

15 financial service stocks. These include insurance
companies, housing banks, banks, financial institutions in
the list.

Base index for the performance of companies which are
involved with IT and IT-enabled services. The IT segment
of the Indian market is well resembled with this index.
This index includes companies’ stocks that are involved in
media, entertainment, printing and publishing. Captures
the behaviour and performance of such companies.

This index captures the performance of pharmaceutical
companies from Indian markets. This sector has been one
of the key drivers towards growth of the Indian economy
after software companies.

Public funds and private equity both have witnessed a
tremendous growth after real estate companies entering
the stock markets. This index has been incorporated
with a viewpoint that it carries immense potential for
growth of investors.

Reflects the performance of |5 stocks listed on NSE. The
free float market capitalisation remains the base for its
index values.

has tried to incorporate such sectors for investigating the presence of anomalies
across Indian markets. A brief justification for sample selection has been provided

in Table 2.

Test for Stationary Series

Time series analysis and modelling require the data to be stationary at the outset.
The preliminary assumption of stationary series has been tested with the augmented
Dickey—Fuller statistic. The index returns have been found stationary at level and
thus integrated at /(0).
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Independent Sample t-Test

Initially, the significant difference between two groups of returns, namely March—
April and December—January, have been tested. This investigation has been
carried out with the independent sample #-test to test difference between March—
April and December—January returns.

Model Specification

Ordinary Least Squares

The cause-and-effect relationship for March—April and December—January has
been investigated using the following equation:

C +x10¢ +et. 2)

In the first set-up, causation from March to April has been investigated, and in the
second one, December to January has been examined. The linear relation between
independent and dependent variables has been established with the ordinary least
squares (OLS) model.

Analysis and Findings

Descriptive Statistics

The investigation of hypotheses, descriptive statistics and other preliminary
assumptions for fitting the models have been detailed in this section. Table 3
shows the descriptive statistics for all 10 sectors’ indices incorporated in the study.

The mean values, standard deviation, and maximum and minimum values
during the four months (March, April, December and January) have been
presented. The mean average returns and standard deviations have been closely
monitored anticipating results from companies in these sectors in the months of
March and December. Thereby, the impact of such information from management
of companies may be seen in the months of April and January respectively. It has
been observed that in the majority of comparisons between March and April
returns, negative returns have been presented in April. The exceptions however
have been media, metal, pharmaceuticals and IT. The examination further with
OLS has been done to explore these observations. Also, standard deviation in few
cases, such as auto, financial services, FMCG, media, realty, energy and ban, has
been higher in December than in Januaryk. This does not correlate with the higher
returns observed in December than in January. Ruling out the possibility of chance
factor, further these variables have been investigated with OLS.

ADF Results

The preliminary assumption for time series modelling remains the check for the
unit root, which has been shown in Table 4.
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Table 3. Descriptive Statistics.

Sector Month Minimum Maximum Mean Std. Deviation
Auto March -0.261 0.396 0.098 0.228
April -0.331 0.333 0.090 0.217
December —0.263 0.449 0.143 0.240
January -0.346 0.578 0.109 0.298
FS March -0.297 0.523 0.148 0.247
April -0.172 0.387 0.147 0.191
December -0.076 0.453 0.168 0.201
January -0.205 0.600 0.142 0.252
Media March -0.876 0.396 0.025 0.391
April -0.731 0.361 0.028 0.353
December —-0.353 0.462 0.044 0.272
January -0.473 0.397 0.033 0.272
FMCG March -0.104 0.293 0.124 0.122
April -0.057 0.326 0.113 0.115
December -0.013 0.396 0.134 0.130
January -0.101 0.391 0.129 0.138
Pharma March -0.264 0.537 0.099 0.300
April =0.111 0.398 0.107 0.201
December —0.153 0.474 0.115 0.229
January -0.138 0418 0.101 0.220
Metal March —-0.652 0919 0.029 0.459
April -0.507 0.958 0.054 0.436
December -0.376 0.396 0.031 0.267
January -0.416 0616 0.000 0.326
Realty March -0.428 0.644 0.037 0.344
April -0.321 0.503 0.035 0.301
December -0.421 0.741 0.059 0.377
January —-0.646 0.652 0.031 0.447
IT March -0.202 0.706 0.153 0.263
April -0.169 0.598 0.160 0.257
December -0.075 0.457 0.153 0.190
January -0.132 0.423 0.153 0.188
Energy March —0.393 0.491 0.098 0.248
April -0.227 0.378 0.097 0.180
December -0.007 0.327 0.099 0.106
January -0.121 0.303 0.080 0.135
Bank March —0.463 0.554 0.131 0.291
April -0.324 0.420 0.129 0.232
December -0.102 0.498 0.152 0.227
January -0.246 0.662 0.125 0.285

The results have been analysed with intercept, without the presence of any
trend for all variables across the 10 sectors. The outcomes in Table 4 reflect that
the data have been stationary as the minimum P value is <.05. (Rejection of /;:
The series has a unit root.). Thus, the OLS model for testing the financial year and
calendar year effects has been successfully carried out.
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Correlation Results

Table 5 shows the correlation matrix amongst four variables (two groups) taken
for investigating the financial year and calendar year effects respectively. It may
be observed that the correlation between March—April and December—January
has been strong. The P values indicate that these relationships have been
significant at the 1% level of significance (H: There is no correlation between
March and April returns; H,: there is no correlation between December and
January returns). Thus, their connection may be further explored with t-test and
other models.

t-Test Results

The independent sample #-test results have been depicted in Table 6.

The significant difference between two groups of variables, namely March—
April and December—January, has been explored with this test. The results
depict that null hypotheses (H: there is no significant difference between March
and April returns; H : there is no significant difference between December and
January returns) may not be rejected, with the corresponding P values being
>.05 in the case of all sectoral indices. However, as the independent #-test
remains a test of a very small order, the relationship between variables has been
further tested with the OLS model.

Table 5. Correlation Matrix.

Sector March—April December—January
Auto 0.9697#* 0.879%**
(0.000) (0.002)
FS 0.967%** 0.890%**
(0.000) (0.001)
Media 0.977%** 0.9 18+
(0.000) (0.000)
FMCG 0.813%¥* 0.8877+**
(0.008) (0.001)
Pharma 0.93 |+ 0.9737%¢
(0.000) (0.000)
Metal 0.9877#** 0.91 |k
(0.000) (0.001)
Realty 0.940%+* 0.889+#*
(0.000) (0.001)
IT 0.90 ¥+ 0.9097#**
(0.001) (0.001)
Energy 0.954+* 0.858%#*
(0.000) (0.003)
Bank 0.970%** 0.90 |#¥*
(0.000) (0.001)

Notes: *** Shows significant results at the 1% level of significance.
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Table 6. Independent Sample t-Test.

Sector March—April December—January
Auto -0.016 0.310
(0.988) (0.759)
FS —0.061 0.224
(0.952) (0.825)
Media -0.012 0.220
(0.991) (0.828)
FMCG 0.492 0.208
(0.628) (0.838)
Pharma —-0.124 0.278
(0.903) (0.784)
Metal 0.018 0.237
(0.986) (0.815)
Realty —-0.209 0.409
(0.837) (0.687)
IT 0.196 0.041
(0.846) (0.969)
Energy 0.181 0517
(0.858) 0.611)
Bank —0.051 0.232
(0.961) 0.819)

Notes: March—April shows t-statistic and corresponding P values between March and April returns.
Similarly, December—January shows t-statistic and corresponding P values between December and
January returns.

Ordinary Least Squares (Financial Year Cycle)

The regression analysis for the financial year effect (March—April) has been
presented in Table 7.

The P values for respective coefficients from sectoral indices have been
>.05 in all cases except financial services (H: There is no significant impact
of March returns on April returns). Thereby, results indicate that March returns
have impacted April returns significantly in the case of financial service index
returns only. All other sectoral indices have experienced similar outcomes
meaning that announcements made in March in annual reports have not shown
any significant influence on the next month’s returns. The F-statistic values
have also been significant at the 5% level of significance, indicating that the
model is fitted well. In the Jarque—Bera residual diagnostics, most of the
probability values have been >.05 (H: Residuals are normally distributed)
meaning that residuals are normally distributed. Breusch—Godfrey statistics
suggests that the P values have been >.05 except in few cases (H: There is no
autocorrelation between residuals of the model). Therefore, the residuals do
not have autocorrelation issues. Further, Breusch—Pagan statistics indicates
that the P values have been >.05 except in a rare case (H: There is no
heteroskedasticity in residuals of the model). The results indicate that from
2011 to 2023, the financial year effect persisted only for the financial services
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sector. It may be because this sector connects the entire economy, and reaction
in this sector takes time to fade away from the following month’s returns.

Ordinary Least Squares (Calendar Year Cycle)

The calendar year effect (December—January) has been examined with the OLS
model and presented in Table 8.

The sector-wise analysis reflected that December returns do not have a
significant impact on January returns. Thus, the null hypothesis has been failed
to be rejected, with P values >.05 in all the sectors. (H: There is no significant
impact of December returns on January returns.) It may be stated that follow-up
reactions in January have not persisted during the period 2011-2023, indicating
that national and international shocks have changed the market dynamics.
Anomalies may cease to exist due to transparent systems in markets as well as a
cautious approach of investors due to the volatile environment in markets and
the recent and ongoing events. F-statistic from the model has shown all P values
<.05. Hence, the model has been fitted well. The residual diagnostics of the
model have shown that residuals have been normally distributed (Jarque—Bera
P values > .05; H: residuals are normally distributed). The autocorrelation
P values are also >.05. (H: There is no autocorrelation among the residuals.)
However, heteroskedasticity P values have been >.05. (H: There is no
heteroskedasticity in residuals.) Few cases of residual issues have been there,
but in most of the cases, such issues were not present.

Discussion of Results

In the present study, a strong association between March—April and December—
January effects has been observed. This result is in line with the study conducted
by Singh and Das (2020), Selvakumar (2011) and Gouider et al. (2015). Further,
Ferrouhi et al. (2021) found the January and December effects in Botswana in
African stock markets. High returns were observed in December and March in
the Karachi Stock Exchange and in the Pakistan Stock Exchange respectively
(Anjum, 2020). As explained by Shen et al. (2020), the causes behind the
January effect were the minimum capital gain and restricted supply of stock, and
the desire of investors to sell at premium led to minimise the pressure to sell in
January.

In addition, returns of the April month have been affected by March returns.
Many researchers found different month’s effect on the Indian stock market, for
example, Sen (2014) and Yadav and Singh (2018) found positive return in the
months of September and November. In India, the announcement of the interim
Union budget is mostly made during February—April, and the closing of the
financial year also affects the March—April months. So, the presence of the
financial year effect has been significant in the Indian stock market (Saxena et al.,
2021; Singh & Das, 2020) as reported in the present study. In contrast, no month
anomalies were there in the Indian stock exchange (Ansari, 2020; Bhatia, 2021;
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Kaur et al., 2019; Kushwah & Munshi, 2018; Nageswari et al., 2011) nor were
there Christmas and new year effects (Jain, 2019). In addition, no calendar and
financial year effect was noted on the Baltic stock market (Alekneviciené et al.,
2021) and on stock exchange indexes in France, Germany, Italy and Spain (Rossi
& Gunardi, 2018).

In this study, the December year effect has been prevalent in various sectors,
especially in the banking sector. Further, Singh and Das (2020) also mentioned
anomalies in the IT and banking sectors of India. Different sectors show different
month effects, such as February and August in the NIFTY Bank index; April in the
NIFTY Auto index and March in Nifty Financial Services (Saxena et al., 2021).
So, the investors can forecast the trend of prices and earn return in different indices
of Indian stock markets.

Conclusion and Stakeholders’ Implications

The present study has emphasised on the analysis of two types of prevalent
anomalies for the sectoral indices in Indian markets. The results from the
independent sample #-test and OLS model have indicated the absence of anomalies
during 2011-2023 owing to the absorption of all information in the market prices.
It may be concluded from these results that the opportunities from such anomalies
have been absent for all indices meaning that information from March and
December months may not result in follow-up behaviour in next months. Financial
services index has shown rare possibility to explore abnormal returns due to the
presence of anomalies in this sector. It may also be added that owing to increasing
efficiency of Indian markets in terms of information may be reflected in stock
prices leaving lesser scope for traders to utilise volatile stocks.

While planning the proportions in portfolio, investors may pay attention to
these sectors and plan, buy and sell strategies. The regulators may keep a watch on
corporate disclosures during the months of March and December for avoidance of
concentration on any particular sector in markets. Policymakers and managers
may lay special emphasis on the shareholders’ wealth during these periods owing
to expectations of shareholders from announcements. The absence of anomalies
across Indian sectoral indices provides least opportunities for investors and traders
to obtain any abnormal returns. Their approach however may be watchful while
selecting stocks from these sectors, and events of paramount importance may be
studied before investing. A comparative analysis of these particular events may be
fruitful in planning investments in a better way.

Scope for Further Study

The study has investigated the financial year and calendar year effects for Indian
sectoral indices during 2011-2023. The investigation for anomalies before and
after this crisis can be carried out in further studies. The structural breaks may be
checked if any analysis for normal and abnormal period may be compared. The
examination of other thematic indices from Indian markets and global emerging
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sectoral indices across the globe can also be explored with the results of the
present study.
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Introduction

That global tourism by extension, ecotourism industry is facing an unprecedented
crisis. Apart from being focused on the reopening of domestic and international
borders to tourists, the industry is yet to recover fully from the pandemic shock.
The covid pandemic sought to upend the gains in the tourism sector attained until
2019. The sudden onset of the pandemic caught the world off-guard. The unex-
pected spike in the spread of the virus led to several containment measures being
imposed globally, most notably in the form of strict lockdowns and travel restric-
tions. The impact of the pandemic was felt across the global and national
economies and continues to do so, with tour and travel businesses being severely
affected. The tourism sector accounted for a tenth of the global gross domestic
product (GDP) and jobs in 2019-2020. The covid pandemic decimated the $10
trillion industry, reducing its output and leaving millions jobless in the process
(Morales, 2022). It was only in 2023 that the global tourism sector saw an almost
14% growth in its market size over the previous year and was able to regain some
of its lost sheen in a post-COVID world (Statista, 2024).

In the backdrop of COVID-19-induced disruptions, a need has arisen for devel-
oping environmentally innovative and sustainable tourism/ecotourism models.
Ecotourism, as defined by The International Ecotourism Society, is ‘responsible
travel to natural areas that conserves the environment, sustains the well-being of the
local people and involves interpretation and education’ and may be the way forward
in the post-pandemic era. Involving the host communities and creating opportunities
for additional livelihoods while preserving nature and local cultures could create a
niche for low-impact high-value tourism, especially in ecologically fragile areas
(Morales, 2022). Not only does ecotourism help in the recreation of the human body
and mind, but it also aids in enabling greater cultural, environmental and social
integration among disparate regions. In other words, ecotourism amalgamates the
body, mind and spirit. Sustainable tourism is built on the principles of local procure-
ment while assimilating regional cultures and bringing livelihood opportunities to
local communities without causing harm to the natural environment. The said think-
ing is finding ground in the global tourism sector. Acknowledgement of the negative
impact of traditional mass tourism by policymakers, host communities and some
traveller groups has led to the formulation of policies on ecotourism as well as initia-
tives promoting conservation principles among tourists (Morales, 2022).

When the covid crisis hit the world, it dealt a lethal blow to the global status quo.
There arose a mix of megatrends such as digitalisation, over-tourism, greenhouse
gas emissions, socio-economic impact and customer and regulatory accountability
demands. Certainly, there were serious concerns about the linear growth-based
model(s) adopted by the tourism/ecotourism industry. While the covid pandemic is
challenging the long-established economic ‘hardware’, it also presents a rare oppor-
tunity to change the economic ‘software’. Among these major updates is the need
for an upgradation to a ‘digital circular economy’. Given the preponderance of con-
sumption and production-intensive industries for discourse pertaining to the global
circular economy, intangible service-intensive industries such as travel and tourism
should assume far greater prominence, given the post-pandemic realities confront-
ing humanity today (Alcayaga et al., 2019; Bressanelli et al., 2022).
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The tourism/ecotourism industry is deeply interlinked with multiple key
resources, assets and commodity value chains in the societal set-up ranging from
agriculture to the transport industries and built environment. The travel and tourism
industry can act as a powerful enabler of circularity. In other words, the tourism
sector in general and the ecotourism industry in particular shall be prime examples
of a ‘circular economy’ in a post-pandemic world. The pandemic taught humanity
the limitations of traditional growth approaches and models in the event of any
natural or manmade disaster. It is the digital circular economic models that could
upend the traditional ways of approaching the tourism/ecotourism sector, and by
implication the contours of the global economy, in a significantly positive manner
(Bressanelli et al., 2022).

The primary objective of this perspective is to critically assess the relationship
between the digital circular economy and the global ecotourism sector. For this
purpose, this article relies on existing literature on the theme. The same aids in an
unbiased assessment of the relationship between the digital circular economy and
the global ecotourism sector.

This article is divided into the following sections. The first section introduces the
theme of this article. The second section describes the meaning, significance and
implications of the digital circular economy. The third section explains the connota-
tions and significance of the modern global ecotourism sector for any economy. The
fourth section discusses the key linkages between the digital circular economy and
the modern global ecotourism sector. The fifth section concludes the study. The final
section elicits the future policy implications of this work.

Digital Circular Economy: Meaning, Significance and
Implications

The expression ‘digital circular economy’ evokes unclear imageries in the minds of
readers. Therefore, at the very outset, the meaning and significance of the same shall
be explained. Digital circular systems are conceptualised as those industrial systems
enabled by digital technologies that are regenerative by their intent and design,
where smart use and reuse, maintenance, remanufacturing and recycling are included
in the business models’ product-service systems (Alcayaga et al., 2019). Another
conceptualisation puts the digital circular economy framework within the contours
of data transformation, resource optimisation capabilities and data flow processes as
the main enablers (Kristoffersen et al., 2020). Yet another work by the same authors
defines digital/smart circular economies as those where organisations leverage
digital business practices for value creation to create a more efficient and effective
economy (Kristoffersen et al., 2021). Another study defines the digital circular
economy as an industrial system using digital technologies to implement circular
strategies such as reduce, reuse, remanufacture and recycle (Lobo et al., 2022).
Based on the above-mentioned conceptualisation, we attempt a novel way of
defining the digital circular economy and explain both the meaning and signifi-
cance of this term. Digital circular economies can be defined as those that rely on
digital systems/technologies of the likes of the internet of things, artificial intelli-
gence (Al), 3-D, robotics and virtual reality to carry out their tasks of 4-R (reduce,
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reuse, remanufacture and recycle). Thus, a digital circular economy entails a
reduction in the requirement of raw materials used for manufacturing/producing a
good, reusing the already consumed/used materials, recreating with the aid of
reduced and reused material, thereby contributing to the recycling process across
the production chain (Bressanelli et al., 2022; Kanupriya, 2021, 2022; Talwar
et al., 2022).

Transforming any traditional economy to a circular economy requires enhanced
coordination of information and material flows. The information data along with
waste materials in the product life cycle can become a processable resource. The
only challenge to ensure the same is how to generate, collect, process and make
viable the volume of information about the material composition of each individ-
ual product, its patterns of usage and its location within the waste system. All of
this is essential in establishing well-functioning markets and product cycles for
future stages. Digital technologies help in overcoming the information deficit.
Digitalisation is the missing link in the implementation strategies of a circular
economy (Kanupriya, 2021; Wilts & Berg, 2017).

Meaning and significance aside, the implications of a digital circular economy
too need an explanation.

The implications of the digital circular economy are spread across different
realms. First, cyber systems enable the carrying of vital information across the
entire production process. For a digitally enabled circular economy, this informa-
tion must be extended across the life cycle of a product and include environmen-
tally friendly information on the material composition and carbon footprint. This
helps reduce information asymmetry as well (Kanupriya, 2021, 2022; Wilts &
Berg, 2017). Second, the precise location of waste production could be recorded
with the aid of sensoring technologies. These help with real-time collection and
generation of data in Industry 4.0. Updated detailed information about the waste
sites and material composition of waste at these sites can be recorded and passed
on to other companies that could use it to further plan their production processes.
Big data (data analytics) could then deliver and project information about subse-
quent use and practical logistical solutions to the challenge of human-generated
waste (Kanupriya, 2021, 2022; Wilts & Berg, 2017). Third, the demand and supply
of waste and secondary raw materials could be matched with the help of internet-
based solutions, as done for the distribution of goods and services through apps
such as Amazon and Uber. A futuristic automated logistics platform and market
has the potential to reduce transaction costs. It could also facilitate economies of
scale as there is greater clarity about material quantities in the waste (Kanupriya,
2021, 2022; Wilts & Berg, 2017). Fourth, in a smart circular economic system,
recyclable products could automatically create their own markets, thanks to the
internet of things by marketing themselves on digital platforms on the basis of
information about composition and possible uses of recyclable waste materials
(Kanupriya, 2021, 2022; Wilts & Berg, 2017). Many recyclables are far less
expensive than primary raw materials. The idea of self-marketing could increase
this trend. Recyclability could, therefore, also become a source of competitive
advantage for the waste-to-finished product categories. Fifth, blockchain could
be used to share information in an anonymous and encrypted manner, without
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competitors being able to trace the data back to its owner-proprietors. This tech-
nology also helps prevent the reckless felling of trees as well as waste paper gen-
eration (Kanupriya, 2021, 2022; Wilts & Berg, 2017). Last, in the ecotourism
sector, virtual reality—supported technologies involve real-time simulation of any
tourist spot via visualisation, interactivity and immersion (Talwar et al., 2022),
thereby minimising human interface with natural environs to make tourism a more
environmentally friendly, yet sensorially equally appealing an activity.

Modern Global Ecotourism Sector: Meaning and
Significance

Ecotourism is an important sector of the global economy. It is an alternative form
of tourism that embraces tourism in the biophysical environment in natural
settings. It incorporates ecologically sustainable activities, conservation measures
and the involvement of local communities. Like any other traditional tourism
activity, it focuses on the overall development of local communities, poverty alle-
viation, wildlife conservation and environmental protection (Dowling, 2000;
Duffy, 2008).

Ecotourism accounts for 5%—7% of the global GDP. The worldwide ecotour-
ism market size is expected to grow from $219.53 billion in 2023 to $249.16
billion in 2024 at a compound annual growth rate of 13.5%. In addition, it is also
anticipated that this sector will make bigger strides at a compound annual growth
rate of 15.2% from 2022 to 2030 (Ecotourism Global Market Report, 2024). This
boom would be aided in particular by the growing reputation of immersive travel,
outdoor recreational sports and solo journeying, coupled with speedy urbanisation
and the easy availability of cheap flights. Growing awareness about the adverse
impact of traditional tourist activities on the environment such as water pollution,
soil erosion and habitat loss has prompted sustainable tourists and government
authorities to promote ecotourism and contribute to the growth of the industry
(Grand View Research, 2023; Morales, 2022).

There are many forms of ecotourism. Some important ones are briefly dis-
cussed here. First, community-based ecotourism means an area which is owned,
conserved and managed by a specific community to gain income through tourist
activities. It is aimed at low-budget tourists (Das & Syiemlieh, 2009). Second,
ecosystem tourism is a supply-led tourism strategy. It enables sustainable devel-
opment within the confines of the preservation of the ecosystem integrity. The
entire ecosystems or the specific biological diversity are managed in relation to
the tourism experience and as such it does not exclude commercial exploitation of
the ecotourist site. The existing ecosystem is able to absorb and adapt to the pres-
sure of incoming tourists until it develops a more urbanised character (Tyler &
Dangerfield, 1999). Third, rural tourism is another important form of ecotourism
that originated in Europe. It takes place in a typical rural environment, based on
rural resources reflecting the rural way of life, traditional folk customs and agrar-
ian goods and services. It enhances profits from agriculture and allied activities
and provides the peasantry with greater profits, in addition to gainful employment
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opportunities and better living standards. It is, thus, a mutually beneficial combi-
nation of agriculture and tourism (Degang & Xiaoting, 2006). Fourth, another
form of ecotourism is cultural ecotourism. It seeks to preserve local cultural tradi-
tions and customs. Tourist activities under this form are aimed at educating tour-
ists about local/minority cultures and traditions. Research should be conducted to
evolve a better understanding of various cultural mores through these tourist
activities (Genzong et al., 2007). Fifth, nature ecotourism is a large growing global
industry, dependent upon natural environs found in national parks and other such
protected areas. It is based on adequate levels of ecological quality and consumer
service. It is quickly becoming a major source of government revenue in many
parts of the world, including in Africa and Asia (Eagles, 2002).

Ecotourism provides employment to local residents and a vibrant market for
locally produced goods and services. It inculcates a spirit of tolerance for different
cultures and faiths, owing to close guest—host interactions in multicultural settings.
Additionally, ecotourism also gives an impetus to ecologically sustainable develop-
ment. It fosters a spirit of inclusivity and equity as it enhances wildlife conservation
through equitable sharing of benefits among different stakeholders. Through conser-
vation of natural and built environs of the ecotourist sites, it helps maintain quality
of life in the locality, thereby balancing the seemingly conflicting goals of economic
development and biodiversity conservation. Ecotourism, thus, helps in biodiversity
conservation, poverty reduction and business viability through its sustainable
tourism principles and practices. Most importantly, it ensures active local commu-
nity participation in realising the objectives of environmental protection and conser-
vation. All in all, ecotourism aids in maintaining nationally acceptable standards of
atmospheric, sound, drinking water, sewage and lampblack quality (Cao et al., 2014;
Degang & Xiaoting, 2006; Hawkins, 2004; Nepal, 1997; Sindiga, 1999). Positive
influences of ecotourism aside, there are some negative effects too. Ecotourism, like
any tourism activity, consumes scarce natural resources, produces waste, requires
the ecologically insensitive building of human structures and infrastructure, causes
problems of litter, air, water and noise pollution, increased clearing of land, drop in
forest cover, destruction of fish, extensive vegetative damage, desertification, soil
erosion and habitat destruction of forest species (Cao et al., 2014; Degang &
Xiaoting, 2006; Hawkins, 2004; Nepal, 1997; Sindiga, 1999).

The global travel and tourism industry is projected to return to pre-covid levels
in 2024 by growing 2% more than its growth before the pandemic, as per the
United Nations World Tourism Organization (UNWTO) estimates. The industry is
expected to post an average annual growth rate of 5.8% from 2022 to 2032 versus
the 2.7% increase in global GDP and create 126 million additional jobs. The sector
managed to crawl back to pre-pandemic levels in 2023, when the revenues gener-
ated in the same reached USD 1.6 trillion, quite close to the USD 1.7 trillion seen
in 2019, the UNWTO said. The travel and tourism industry’s GDP reached USD
3.3 trillion, or 3% of global GDP in 2023, a return to the pre-pandemic trajectory
(UNWTO, 2024). In this quest, the role of ‘digital circular economy’ assumes far
greater preeminence. Not only would it help the industry return to the pre-pan-
demic boom phase, but it would also enable its gradual transformation into a sus-
tainable growth-intensive services sector, with an equal emphasis on revenues and
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profits as well as ecological conservation and preservation of the tourist sites
(Grand View Research, 2023; Morales, 2022).

In line with this argument, the next section elicits the crucial linkages between
the modern global ecotourism sector and the digital circular economy.

Linkages Between Ecotourism and the
Digital Circular Economy

Of late, the digital circular economy is closely intertwined with global ecotourism.
It is no hidden fact that the traditional tourism sector has adversely impacted
natural ecosystems by contributing to biodiversity loss, climate change and pollu-
tion. The same has led to overshooting of several planetary boundaries with its
emphasis on the linear model. The issue of sustainability assumes centre stage in
this case.

Alterations in the technological landscape have been essential for tourism. The
sheer volume of data and high dependence on information and communication tech-
nologies have brought changes to the traditional ecotourist landscape in the context
of the digital circular economy. The digital circular economy has changed the way
people interact with each other as well as the way consumer demand is presented
within an ecotourist landscape (Gretzel et al., 2015). Sustainable tourism or ecotour-
ism entails being ‘smart’. Smart tourism requires a novel way of thinking and expe-
riencing tourism and new technologies must be able to support the framework of
sustainability in the ecotourism sector. For example, reducing wasteful water con-
sumption, using energy-efficient electronic devices, curtailing tourist overload and
excessive consumption of resources (Pan et al., 2018; Park & Jang, 2013).

Given the unique characteristics of each territorial unit regarding the economy,
climate, society, politics and infrastructure, to satisfy tourists’ needs and improve
the overall quality of life of the citizens, good governance is one of the essentials.
In addition, a tourist destination could lose its attractiveness and by implication its
competitiveness if it cannot develop sustainably. This underlines the significance
of sustainable/ecotourism in the travel and tourism sector (World Tourism
Organization, 2019).

In this context, the value of smart digital ecotourism assumes importance. By
being environmentally friendly, a smart ecotourist destination can leverage data
and digital technologies. This could help with enhancing the competitiveness of
tourism companies and destinations as well as in the preservation of territorial
balance. So, each time a tourist landscape is altered due to anthropogenic interfer-
ence, the same can be restored to its original form with the aid of digital or smart
technologies. This is the very essence of the modern-day digital circular tourism
economy. All in all, for the sake of competitiveness, sustainable tourist destina-
tions/ecotourist destinations must adopt innovative strategies in order to exploit
upcoming opportunities (Gretzel et al., 2015).

Some good examples of the linkages between ecotourism and the digital circu-
lar economy could be aggregator sites pertaining to the accommodation of the
likes of Airbnb and Ecobnb. The same are online communities of sustainable
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tourism. As per the website of Ecobnb, ‘one can find eco-friendly tourist accom-
modations, destinations and bio hotels such as tree houses, organic farmhouses,
mediaeval castles, beach and mountain retreats’(Ecobnb, 2023). The same also
aids in promoting eco-friendly tourism with a low carbon footprint, thanks to its
online presence and structure. Stays in sustainable accommodations, organic food,
green travelling, rediscovery of nearby and authentic places and environmentally
friendly routes all contribute towards the maintenance of the crucial link between
ecotourism and the digital circular economy. Ecobnb flaunts its credentials as a
company with 100% clean energy and 0% carbon dioxide emissions. True to its
character and promise, even the servers of Ecobnb are fully powered by renewable
energy which is produced onsite (Hetzner Online) (Ecobnb, 2023).

Another famous example is of Airbnb. Somewhat similar business practices are
being adopted by Airbnb at several destinations. The company has pledged to
reduce its carbon footprint and become a net zero organisation by 2030, which
includes educating and encouraging hosts to adopt sustainable practices, such as
switching to renewable sources of energy in the form of solar power and using
recycled materials during the stay of tourists (Garrod et al., 2023). These objec-
tives are in sync with global tourist perceptions. For example, 81% of global tour-
ists intended to choose an eco-friendly accommodation in 2022-2023 (Garrod
et al., 2023). Also, a vast majority of globe trotters prefer green stays over power
and energy-guzzling hotels (Garrod et al., 2023). Sharing economies such as the
accommodation offered on Airbnb contribute substantially towards the circular
economy by using otherwise idle assets, thus generating fewer waste and carbon
emissions as also less resource and energy consumption (Curtis & Mont, 2020;
Gossling & Hall, 2019; Hamari et al., 2016; Mi & Coffman, 2019).

Therefore, as the two examples from the tourism industry show, ecotourism
and the digital circular economy are closely intertwined with each other. In other
words, digitisation of ecotourism processes shall help in offering personalised ser-
vices to customers and in improving the quality and operational efficiency of
existing customer services (Curtis & Mont, 2020; Gossling & Hall, 2019; Hamari
et al., 2016; Mi & Coffman, 2019).

In addition, digital tools and practices can also help with various other ecotour-
ism initiatives. Be it energy-saving devices (such as smart sensors—enabling
adjustments to room temperatures and lighting as per their occupancy and energy
efficient heating and cooling systems), waste management and reduction strate-
gies (smart recycling alternatives and evolving Al-powered food demand and
supply models to meet accurate customer demand, without any food wastage),
sustainable sourcing and procurement (based on online databases of hotels and
restaurants in the locality that are deemed to be committed to the goal of environ-
mental conservation, reducing packaging waste based on community wide e-
database of the total waste generated and streamlining services delivery with the
help of online technologies) and eco-friendly amenities of the likes of electric
vehicles (again, the same employ extensive use of online technologies in their
very structure)—°‘green hospitality’ or hotels and restaurants propagating eco-
friendly practices and customs could make vast use of digital tools and techniques
and help further the cause of ecotourism (Ecobnb, 2023).
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Conclusion

This article makes an attempt to understand the linkages between the global
ecotourism sector and the digital circular economy. The article discussed the
potential role of digital technologies in enhancing outcomes for the ecotourism
sector. Be it Airbnb, Ecobnb or green hospitality in general—smart ecotourism (a
euphemism for digital circular economy—centric ecotourism) rules the roost. Not
only does it improve an organisation’s competitiveness, the same also creates
sustainable value for the ecotourists.

To conclude, for a thriving global ecotourism sector (or sustainable tourism),
moving towards a digital circular economic framework ensures not just a reduc-
tion in the depletion of finite natural resources but also an enhancement in biodi-
versity and a significant reduction in business costs. Thus, ecotourism as well as
the digital circular economy aim at creating sustainable value both for businesses
and the environment.

The pandemic taught humanity the limitations of traditional growth approaches
and models in the event of any natural or manmade disaster. It is the digital circu-
lar economic model that could upend the traditional ways of approaching the
tourism/ecotourism sector, and by implication, the contours of the global economy,
albeit in a significantly positive manner.

Future Policy Implications

The foregoing perspective will be useful for future researchers and policymakers
in the domain of ecotourism and the digital circular economy. It is the importance
of data-driven business models for the ecotourism sector that combine the
seemingly disparate concepts of digital technological development and sustaina-
bility. The plurality of stakeholders in the global ecotourism industry renders a
community-based perspective of somewhat greater relevance. A digital circular
economy—centric ecotourism sector promises that very community participation,
be it in terms of businesses and their competitiveness or the ecotourists searching
for personalised alternatives.

In addition, there is an urgent need for concerted upskilling of existing stake-
holders in the ecotourism supply chain. The same is imperative for the sector as
far as protection of livelihood from the onslaught of Al-enabled technologies is
concerned. Rather than deeming Al and other such advanced technological inno-
vations as a threat to the people engaged in the sector, the interventions must be
seen in a positive light. For that, it becomes vital for the ecotourism industry man-
agers and leaders to instil confidence in the existing and upcoming workforce that
technology is not a substitute but rather a complement to their efforts. Hence,
there should not be any worry pertaining to job security due to the introduction of
Al on a greater scale in the sector, if the workforce is duly prepared for the same
beforehand. On the contrary, sound knowledge of Al and other latest technologi-
cal tools and methodologies leads to improved productivity and greater profits for
any organisation, including ecotourism (owing in large part to faster business
decisions, insightful analysis to customise the services offered as per customer
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tastes and preferences, identifying and maximising sales opportunities and mining
of vast quantum of data that ultimately expands the customer base). Al-powered
cleaning technologies and smart electric grids are cases in point. In other words,
the performance of organisations and individuals engaged in the ecotourism
industry would improve upon the introduction and adoption of Al-powered digital
technologies, dispelling popular myths professing the opposite (NI Business Info,
2023).

Also, for a success-driven policy framework, it is all too imperative on the part
of policymakers in the domain to build resilient digital infrastructure and ensure
last-mile connectivity for all ecotourist destinations. Also, larger involvement of
local communities as hosts shall aid in the conservation and preservation of exist-
ing environs—for they are directly affected by its deterioration due to traditional
tourist activities and, thus, have a greater stake in its preservation, given their
direct contact with the same on a regular basis.

All in all, this article helps explain the interlaced nature of the concepts of sus-
tainability, tourism and the digital economy. The same is the need of the hour in
the modern era, with its overemphasis on economic growth, often at the cost of the
environment—an issue that could negatively impact the future quality of life of
human beings.
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Abstract

The Kumars of Salmora village in the south-eastern part of Majuli, Assam, India,
are an example of a family managed business of handcrafting river clay pots.
Salmora became the Kumbhar village as a result of clay, which became the primary
reason for the settlement of potters in the area. The hand-beaten pottery is
a cottage industry of Majuli and has been passed down through generations.
Currently, the policy restrictions and the dying art form have made people
think about how to sustain the handicraft, their livelihoods woven around this
art form, and continue their passion/skill in the given challenging situation. This
makes it interesting to adopt the case research method to examine the struggle
of small businesses to sustain their livelihoods, on the one hand, and the limited
alternative sources of livelihood, on the other hand, thus making the survival and
sustenance of the family business a challenge, where pottery was their family
business for generations. The case discussion revolves around the problems,
concerns and causes for the deterioration of the art forms and highlights the
issues and challenges. It contributes to the resources in the emerging family
business management literature and also the family businesses to strategise in
similar contexts.
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Introduction

‘Pottery was one of the oldest human inventions that had been around since before
the Neolithic period with objects dating as far back as 29,000 BC’ (Duary, 2008).
The origin of pottery in India could be traced back to the much earlier Mesolithic
age. Pottery, like any other archacological discovery, was a tangible artefact that
shed light on past culture/civilisation’s socio-cultural, religious and economic
aspects. It was a crucial source for reconstructing prehistory when written records
were unavailable and even during historical times, the importance did not diminish.

This successful art style improved with technology throughout the Indus Valley
Civilisation. The pottery industry in India was promoted as a major cottage
industry as well as on modern lines in both small and large pottery businesses in
recent years. The pottery business in India employs a large number of people from
rural and urban areas and improves their standard of living. Furthermore, this
business contributed significantly to India’s total gross domestic product as well
as foreign revenue. The Indian pottery industry bravely crossed several obstacles
and emerged as a proud winner. Over the years, no state-of-the-art technical
support has been applied to this lucrative industry in India. Moreover, this industry
has not made progress in meeting the demands of the current market. Also, the
products made from village pottery were sold only to a limited part of society
which called for a reassessment of India’s red clay pottery industry.

India was known for its rich culture, which includes many art forms like other
handicrafts, crafts and the art of shaping and baking clay articles such as pottery.
Unlike other precious materials, pottery was produced and used by common
people. It provided an understanding of the way of life and was in demand for
storage and other purposes. Ancient pottery aroused the curiosity of scholars
and was therefore, considered one of the most important materials used by
archaeologists as an indicator to measure the passage of time, determine cultural
similarities or evaluate the scope and sociopolitical context of craft production.
According to archaeologists, ‘Majuli’s pottery industry was a “missing link”
between the Mohenjodaro and Harappan civilizations when the pottery industry
flourished’ (Rahman, 2015).

In the far Northeastern region of India, surrounded by the Brahmaputra River
nestled in the beautiful island of Majuli, lived a community of potters. Since the
sixteenth century, these potters had been the protagonists of Assam’s cultural legacy
and heritage. This famed tourist destination in Assam was an oasis of tranquillity,
separated from the clamour of the contemporary world. Covered in lush greenery,
this slice of paradise thrived on agriculture, pottery and making boats. Pottery was
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not only a means of earning their livelihoods but also a vital element of their identity
that was deeply rooted in their ancestor’s rich cultural tradition. The advancement
of modern technology and the changing customer preference had resulted in a
decrease in demand for traditional handicrafts making them struggle for their
livelihood. The potters of Majuli were struggling to earn their livelihood through
pottery. The potters faced a conundrum in balancing their age-old traditions with the
need to adapt to changing market dynamics. They were rapidly becoming irrelevant
in the contemporary market system, and their struggle to maintain their tradition
while remaining relevant was an ongoing challenge. A large area of the land was
washed away due to environmental changes; the amount of damage and land loss
caused by the land’s erratic nature via flash floods and soil erosion was putting a
strain on the population’s ability to adapt and provide for themselves in those trying
times. The potters of Majuli were facing an irregular supply of raw materials, a lack
of working capital, the use of outdated tools, lack of technology, quality improvement,
alack of a good marketing base, along with management problems. Natural disasters
wreaked havoc on those who lived closest to the Brahmaputra’s banks, and the
damage was not limited to farmers but also to the potters who relied on the clay
as the raw material was found on the banks of the river. This called for a classic
case for unveiling the resilience of the Majuli potters in sustaining their family
business.

The potters’ community spread over Assam’s districts of Kamrup, Goalpara,
Nalbari and Tinsukia as well as a few other districts of Assam. Despite the lack of
historical evidence, many historians agreed that the craft was introduced during
the reign of the Ahom kings. Majuli island was well known for its unique mud
soil, which had the appearance of a mineral resource. This soil was known as
‘Kumar Mati’ in the local dialect. The name was derived from the fact that a
specific community’s people gave the name Kumar and were closely associated
with the soil, so clay was known as ‘Kumar Mati’. Salmora became the ‘Kumhar
village’ as a result of the clay, which became the primary reason for the settlement
of potters in this area. Typically, pottery manufacturing sites had a gender-based
labour division system that was flexible in the community where both genders
could work together at certain stages of production. The process of collecting the
clay was done by a group of men from the locality when they set the pre- and post-
production stages. The collected clay was then distributed among the household,
and from here the process was taken over by the women.

Women of the Salmora region of Majuli practised the traditional form of
pottery using gooey clay, sculpting clay by hand without using the wheel. Once
the pots were made, they were sundried. The final process of making pots was
baking the pots, which was mostly done by men in a mud structure furnace and it
was shared among the household. This ancient form of hand-beaten pottery was a
notable cottage industry of Majuli and had been passed down through generations
(Dewani, 2016). It was entirely based on handcrafted traditional products. It was
only preserved in three villages of Majuli: Barboka, Kamjan Elengi and Besamora
of Salmora.
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The Family Enterprise

Family enterprises were a major form of business organisation, accounting for an
estimated 60%—-98% of all businesses in different regions of the world. Most small
businesses were family owned and played a crucial role in the socio-economic
structure of societies and countries all over the world. The efficient operation and
succession of a family-owned enterprise were vital to the health of the national
economy.

India’s pottery industry was categorised as a small-scale industry. The potters
of Salmora village made a living majorly from three seasonal occupations—
pottery, agriculture and boat making. The majority of families depended on pottery
for their living. Each family operated and managed the craft in their own free time.
It was an art form in which every member of the family participated as a labourer,
designer and organiser. Since agriculture and boatmaking were seasonal in nature
and were dependent on the vagaries of nature, pottery had been the only
preoccupation and vocation for the livelihood of the families in the village.
However, restrictions had been put on the extraction of clay in the name of soil
erosion, which made the potters of Salmora think about their livelihood and future,
in the context of the government policy on one side and the dying art, on the other
side. This made it interesting to adopt the case research method to examine the
fears associated with the potter’s community and their livelihood, where pottery
was their family business for generations.

It was a traditional form of family-based cottage industry and was practised by
successive generations of community members. The art of pottery-making the
Kumar way was a family endeavour. The entire family was involved, with men
and women of all ages and genders playing their parts to perfection. To give their
pottery a genuine, earthy feel, the family proposes using the old-fashioned
techniques of firing it in an open pit. It was based on the traditional handmade
product in which the potter’s wheel was not used. Clay was beaten by hand to give
the form of utensils. There were 26 varieties of pottery items manufactured such
as Mola, Nadia, Choru, Pati Kalah, Becha lkalah, Chaki and so on (Table 1).

The Demographics

Case research was followed to collect data from a sample of 50 families dependent
on pottery-making as their preoccupation and livelihood. Data related to their
demographics like age, sex, family income and educational level along with their
enterprise data relating to the age of the enterprise and the number of employees.
The demographic data revealed that the family business is predominantly
female-led, with 35% females and 15% males in the family running the business.
Two or more families also came together to run the business, which shows the
collaborative and community approach to business (Figure 1).

In terms of age, the majority of them were 26 years of age and above, indicating
the aversion of youth towards the family business and lack of succession planning
(Figure 2).
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Table I. The Varieties of Pottery Items.

SNo  Local Name English Name Utility
| Kalah Pitcher Utilitarian
2 Gagori Pitcher Utilitarian
3 Ghot Small goblet Utilitarian-cum-ritualistic
4 Mola Rimless bowl Utilitarian-cum-ritualistic
5 Nadia Frying pan Utilitarian
6 Charu Big bowl Utilitarian-cum-ritualistic
7 Bhaluki Big pitcher with lid Utilitarian
8 Bhog charu Large deep bowl Ritualistic
9 Shahastrabati Multi-lipped shallow disc Ritualistic
10 Shastradhara Perforated pitcher and Ritualistic
perforated deep bowl
I Shahstra- mala Perforated disc used as Ritualistic
garland at the marriage gate
12 Chaki Earthen lamp Ritualistic
13 Dhopdani Incense stand Ritualistic
14 Gacha Lamp stand Ritualistic
I5 Chat/ Dhakani Lid with knob Ritualistic
16 Akashbanti Lamp stand (hanger) Ritualistic
17 Dunori Decorated pot Ritualistic
(marriage related)
18 Gilas Goblet/glass Utilitarian
19 Tekeli Small pitcher Ritualistic
20 Sarai cum bota Disc-on-stand with a Ritualistic
conical dome (lower
part is used as bot to
offer betelnut)
21 Dhunadani Stemmed-pot (bowl on Ritualistic
without disc handle-based stand)
22 Dhunadani with Pot for burning dhuna Ritualistic

handle

(scented latex)

40

35

30

25

20

Frequency

15

10

Gender

35

® Male © Female

Figure I. Gender.



114 Review of Professional Management: A Journal of Management 22(1)

20
18

16

19
15
14
12
10
8 8
| l
0

Age group
W 26-35 1 36-45 m56-64 M Above 65

Frequency

S a

N

Figure 2. Age Group.

60

50

40

30

Frequency

20

10

Annual income

m <10,000 10,000-30,000 = 30,000-50,000

Figure 3. Annual Income.

The annual income of the family was below 10,000 (133.19 USD), which
according to them was much below the cost of living required to take care of the
basic needs of the family (Figure 3). This highlights the financial challenges faced
by the enterprise.

The majority (48%) of the family firms had been operating for more than 25
years. It showed that pottery-making had been their source of income for



Marwein and Vanka 115

generations, and it was heartening to note that the art which survived over the
years was on the verge of collapse, thus disturbing the family business (Figure 4).
This demonstrates the resilience and longevity of this traditional business.

Potters, on the whole, were uneducated, where 14% of them were illiterate and
30% finished primary school and 56% finished secondary school. Educated people
were hesitant to work in the pottery industry because of the opportunities that
were available in the outside world (Figure 5).
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Figure 6 showed that 92% of the business was operated by the family on their
own with no employees. Six per cent had less than 5 employees and 2% had 5-50
employees (Figure 6).

Potters Who Exemplify the Business Art

Since pottery was one of the oldest crafts, many had come and gone over the
years, and only a handful remain; hence, it was necessary to recognise the pottery
producer who had set themselves apart from the rest. For example, the Prairie fire
pottery run by the potter Tama Smith and her husband Jerry made and sold pottery
with beautiful, abstract glazed influenced by the landscape of North Dakota.
Every summer, millions of travellers passed by on their way to and from the rocky
mountains, seeing their pottery billboards and stopping by to buy pots. Collectors
and pottery enthusiasts prize Tama’s work for its vibrant and complex colour.
These glazed colours were created from scratch using the original recipe. Tama
employed a number of manufacturing methods, which included wheel throwing,
hand building, extruding and pressing. Various ladles and small squirt bottles were
used to apply the glaze. She primarily worked with stoneware clay.

Mr Shiho spent his entire life in the tiny town of Shigaraki, Japan. His early
career was marked by years of struggle from being a lawyer to a salesman to being
amaster in pottery, his life was interesting. Due to his devotion to natural materials
(digging clay from his backyard, utilising the traditional Korean kick wheel and
burning with just wood for 10 days straight), he was forced to face years of
conflict. Shiho San got lucky when he sold tea bowls from the trunk of his
automobile to a generous and powerful Buddhist monk. Within a few years, Tokyo
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skyscraper galleries were vying for his work. Over the years, his work has graced
the most prestigious galleries in Tokyo.

Another success story was the Hamada pottery. Tomoo Hamada was the third-
generation potter in Mashiko, Japan, and the grandson of a renowned potter Shijo
Hamada, a Japanese national living treasure. Hamada pottery helped to establish
Mashiko pottery, and now 350-plus pottery studios attracted visitors to spring and
fall pottery festivals. Each festival attracted about 500k people to Mashiko to buy
pottery. They stand out for their rustic looks, adopting the Japanese aesthetic of
simplicity. Its popularity began in the nineteenth century because it was both
attractive and practical. At that time, pottery was used mainly as kitchen utensils.
The Hamada pottery was set up as a museum, with a peaceful, self-guided tour of
the beautiful ground. Hamada pottery also connects with people through
technological means.

Ayumi Horie pottery based in Portland was a visionary potter on the internet.
She believed that the best handmade pottery fostered connections between people
and improved daily lives. She launched an online store about ten years ago that
had consistently and successfully sold high-end coffee mugs to customers all over
the world, almost instantly after posting her new pots. She founded ‘Pots in
Action’ in 2005 to help potters and ceramic artists connect with and educate the
public about rich ceramic traditions through crowdsourcing. Her efforts to organise
online pottery communities gave people more reason to support her work. These
were the success stories of potters in the United States and Japan. They had made
a living from pottery, which entailed allowing people to eat and drink from their
beautiful creations while they received money in exchange.

Shanthi, a 52-year-old potter from the small village of Kooniyoor in Tirunelveli
district in Tamil Nadu, simply wanted to keep this tradition of pottery alive, for her
pottery was her family business and she wanted to expand her business by building
on the foundation laid by her forefathers. However, with the passage of time and
problems such as natural disasters and clay shortages, earning a living through
pottery became increasingly difficult. She and her husband, who was a potter,
used to make 50,000 per annum, which was insufficient to support her family.
Shanthi was forced to look for new ways to expand the business due to low
demand, which was bankrupting the family. She realised she needed to go beyond
their tradition in order to appeal to the new market with innovative patterns while
still preserving the original artisan form. They formed the Narmada village self-
help group to teach local women about pottery and also educated them on
government support programmes that aided cottage business growth. In a span of
two years, Shanthi’s business began to grow; she was able to export her handcrafted
pots to the United States through her nephew. She had successfully employed over
20 women in the village while earning ¥250,000 per year as a result of her effort
to keep this traditional craft alive. The goal of the Narmada self-help group was to
empower women in their respective areas. The business ensured that its products
were environmentally friendly while maintaining its tradition by using natural raw
materials and natural dyes. They kept things basic by focusing on simple design
and natural materials and made products that were utilitarian and did not place a
high value on aesthetics. Shanthi’s nephew who worked in a hotel in the United
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States would frequently visit the village over vacation. He began capturing the
pottery manufacturing process through social media, sharing photographs and
video clips with friends and family. His American colleagues were enthralled by
the art form and fascinated by the way women used the wheel, wooden modelling
tools, fettling knives and towels to create these pots. Her desire to preserve her
family’s business and revive the traditional craft of pottery production brought the
women closer together while also empowering and elevating their social position.

Challenges

While others had faced financial difficulties, some family members had left the
family business to pursue other activities. They faced many challenges such as the
restrictions on the natural raw material clay, which was a hindrance to Majuli’s
growth and development (Neog, 2016). The raw material was usually collected
during the winter when the Brahmaputra’s water level was low. Because of
unabated erosion, the island’s habitable land had shrunk from 1,226 square km to
576 square km, and this form of soil was categorically prohibited from being
collected.

The pottery industry heavily relied on traditional knowledge and experience
which the Kumar’s possessed, along with a few standard instruments that they
employed. Among the instruments used were the wood pot, Aaphari, Choconi,
Cloth, Boliya, Athali, Pitan, Majanee and firewood. Locally obtained wood and
bamboo were used in the pot-making process. The potters handcrafted these by
hand (Table 2).

Pottery artisans were struggling to sell their wares in the market because they
were using direct marketing. The barter system was followed for part of the sales
and the rest by direct sales. The product market was largely local and extended to
urban regions. In addition, middlemen played an important role in the marketing

Table 2. The Tools Used for Pottery-making.

S No Local Term Functions

| Pat It was a piece of a wooden sheet utilised for mixing
the mud.

2 Aphori A level board was utilised to shape the mud with the
hand.

3 Gorha Kapor A piece of material which was the cloth utilised to give
shape to the pot.

4 Bolia A stone device of around 6—12 inches long was

utilised to beat the internal surface of the pot to give
it its expected shape.

5 Pitun A wooden bamboo beaten of around 10 inches X
4 inches was utilised for beating and moulding the
external surface of the pot.

6 Suchoni Suchoni was a small string of bamboo cuts utilised for
confining the completed pots from the hard form.

Note: Adapted from Neog (2016). Copyright 2016 by Nezine.com.
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of these local products. They usually placed orders with the artisans and collected
them for a lower cost than the market. One of the reasons for the product’s failure
was to generate a desire for the product among customers directly. The production
techniques were mediocre, and the products lacked standardisation.

Transportation and communication facilities were also the limiting factors on
the river island of Majuli, and as a result, the rural artisans faced several challenges
when attempting to sell their products in the outside market. Majuli’s pottery had
suffered greatly due to the lack of better transportation and communication
facilities. Bicycles, thela (hand curt) and boats were the modes of transportation
and communication for these items in Majuli. These modes of transportation
appeared inadequate for the smooth operation of their enterprise. The development
of family-managed enterprises relied heavily on a healthy economy and the
interest of the family (Kamdars & Bhuta, 2023). When it comes to pottery, the
state’s dearth of basic business networks was a roadblock in the expansion and
development.

Even though earthenware had domestic and foreign markets, widespread use of
paper, plastic, aluminium and steel products generally posed a severe threat to
pottery as a whole, and it had endured a major setback due to their resilience. The
high illiteracy rate among a majority of Majuli’s potters was another challenge,
which resulted in the lack of many aspects of the industry.

The pottery industry was ignored for a long time. The Indian government has
launched several strategies to promote conventional small businesses, but
handicrafts have stagnated due to the lack of encouragement, implementation
and preparation. As a result, these manufacturing units were plagued by illness
and the artisans were trapped in a vicious cycle of poverty. Recent initiatives of
the government relating to the toy-making industry were an example of reviving
the old forms of small family businesses, which had good market potential. The
budget allocation of 15 billion USD (US dollars) in the budget of 2022 for
the North-east to revive the traditional forms of living was but a welcome initiative
from the government.

The family businesses, which were once thriving, are now struggling to keep up
with the times. The pottery industry presents opportunities, but it also faces challenges
such as lack of raw materials, labour and space for drying, firing and storing finished
products. Product sales are increasing in both the national and international markets.
This sector is being impacted by lifestyle changes and substitutes goods available in
the market. Intermediaries earn high profits, but face challenges such as product
damage, fluctuating demand and transportation issues (Shrestha, 2018). The case of
the potter’s community demonstrated the struggle of small businesses owned by
families to sustain their livelihoods, on the one hand, and the limited alternative
sources of livelihood, on the other hand, thus, making the survival and sustenance of
the family business an issue with limited solutions.

Moving Forward

Craft industries could create jobs and alleviate poverty while also fostering
cultural variety and inclusivity. The sustainable livelihoods framework (Figure 7)
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Figure 7. Sustainable Livelihoods Framework.
Source: DFID (2000).

aims to provide a comprehensive understanding of livelihoods, taking into account
all of their many nuances, constraints and opportunities. These constraints or
opportunities are influenced by a multitude of factors, including local norms and
institution, global or national structures and trends over which people have little
control or may not even be aware, and the resources that people or their households
have direct access to.

The framework depicts stakeholders as operating in a context of vulnerability,
within which they have access to certain assets. Assets gain weight and value
through the prevailing social, institutional and organizational environment
(policies, institutions and processes). This context decisively shapes the livelihood
strategies that are open to people in pursuit of their self-defined beneficial
livelihood outcomes. (Kollmair & Gamper, 2002)

Their vulnerability can be seen in terms of the shocks they experience because
of the changing trends and alternatives available for pottery at the global and
national level along with the stagnancy that they had reached in terms of their
personality. This restricted their access to the structure and processes towards their
transformation and alternative strategies for their livelihood, thus affecting the
outcomes.

In this context, the case was built around the conflict where families underwent
an environment that offered opportunities, unrelated to the skills and passion of
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the family businesses, on the one hand, and the experience of the families
helplessly observing the dying form of the art/passion/skills, on the other hand.
In summary, the conflict revolved around the question of continuing the struggle
for enlivening their passion/art or giving up the art/family culture to take up a
transformative route to earn a livelihood for their family.
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Richard Frederick Heller, a medical doctor and professor, joined the academia in
1969. Having a span of over 50 years in leadership capacities of medical schools
in the developing world, the author brings to us his understandings on the
dominance of competitive and managerial business models in university over
education. Through the book, the author suggests some solutions that could
improve the future health of the universities.

R. F. Heller begins with a contextual briefing about the First- to Fourth-
generation Universities in the first chapter. University begins where school
education ends, giving opportunities to move up the academic ladder and perform
research. The First-generation Universities like Nalanda in India focused on
education along with enlightenment. The Second-generation Universities added
research to it yet kept the model simple. Third-generation Universities evolved
to play role in building national capacities and began partnering with actors
outside the university sector. The expansion of university education along with
commercialisation of education and research demanded managerialism, bringing
along the problems we experience these days.

Some of the problems of university education purported by the author and the
solutions suggested are:

1. Universities are becoming consumer-oriented leading to their departure
from their prime purpose—serve the public. The author contends that
there needs to be a balance between consumer and community in driving
university priorities.

2. Managerialism, which was intended to improve the performance of the
public sector, has been introduced into academia uncritically. Academics
are controlled by managers who have no expertise in education or research.

Creative Commons Non Commercial CC BY-NC: This article is distributed under the

terms of the Creative Commons Attribution-NonCommercial 4.0 License (http://www.
creativecommons.org/licenses/by-nc/4.0/) which permits non-Commercial use, reproduction and
distribution of the work without further permission provided the original work is attributed.
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We need to develop trust in academic staff to replace managerialism, as
trust leads to many voluntary behaviours, lowering the costs of control.
Less interference of managerialism can lead to better collaboration among
faculty colleagues. Author contends that academia must be espoused of
collegiality and civility grounded in the sacred values of academic freedom
and autonomy.

3. The need for funds to financially sustain the university has led to an over-
emphasis on research with no conclusive evidence that better research
leads to better education quality. Also, there has been a focus towards
bringing more overseas enrolment, but not with the intention of bridging
educational inequality but only for the funds it brings. But the students are
also not provided enough academic quality for the money they pay;
instead, faculty are more focused on research, leaving the role of teaching
to teaching assistants. While universities need to survive financially, it
becomes a problem when money-making becomes the prime motive
deviant from public responsibility and wider social purpose for which
universities need to exist for. University system itself rewards a non-
core business (research) more than its core business (education). Global
University rankings are based on the research undertaken by faculty; funds
are granted based on research; and in order to attract overseas students,
universities need to have good global rankings.

4. The need for funds has led to unhealthy competition between universities,
leading to duplication of courses rather than collaborative efforts building
on the strengths and resources of each other. The author proposes a ‘New
Bloom’ taxonomy where collaborate has been added in between Analyse
and Apply thus making it an educational outcome. He says that collabora-
tion must become a key skill imparted to students because workplace
demands teamwork. Research also requires collaboration, as multiple
skills are required to tackle most of the problems.

5. Technological integration has been limited to provide the ‘sage in the
stage’ approach of passive learning in education. Use of Open Educational
Resources (OERs) and Open Educational Practices (OEPs) can help bring
quality educational content to the access of students.

6. Environmental sustainability is ignored. While many conferences are
organised around the theme of sustainability, which leads to more carbon
footprint, the practical actions taken by universities towards environmental
sustainability need to be evaluated. Trees are cut down to build new blocks,
and faculty and students travelling daily to a physical environment all are
detrimental to environment sustainability. Hence, the author propounds
that there is a need to rethink education.

The book provides critical insights on the way universities and higher educational
institutions function, focusing on the market, but does not provide a concrete
operational model for financial sustainability, a need for any institution. Cost may
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be reduced by including use of OERs and OEPs, technology-integrated learning
process that can help scale up education with no need for additional physical
infrastructure. The book expounds a ‘Distributed University’ model for financial
sustainability without compromising on its prime purpose of existence—social
purpose. While implementing all the suggestions put forth by the author might be
difficult, yet the book helps to recheck on whether we are being too market-
oriented at the cost of education and ways by which we can cut cost and make use
of the untapped opportunities available.
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