VOLUME NoO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERCE & MANAGEMENT

A

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
Indexed & Listed at:
Ulrich's Periodicals Directory ®, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell's Directories of Publishing Opportunities, U.S:Al, Google Scholar,
Open J-Gage, India [link of the same is duly available at Inflionet of University Grants Commission (U.G.C.)].
The American Economic Association's electronic bibliography, EconLit, U.S.A.,

Index Copernicus Publishers Panel, Poland [ililGIVENEIBHSI08 & number of libraries all around the world.

Circulated all over the world & Google has verified that scholars of more than 5555 Cities in 190 countries/territories are visiting our journal on regular basis.

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI — 135 003, Yamunanagar, Haryana, INDIA

http://ijrcm.org.in/




VOLUME NO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

CONTENTS
Sr. Page

TITLE & NAME OF THE AUTHOR (S)
No. No.

1. |MACRO ECONOMIC ANALYSIS OF DEMONETIZATION AND ITS ECONOMIC IMPLICATION 1
PIYUSH KUMAR & DR. DHANI SHANKER CHAUBEY

2. |WOMEN ENTREPRENEURSHIP: PROBLEM AND PROSPECTS: A STUDY OF CHITTOOR DISTRICT 6
DR. A. B. SANTHI

3. |THE ROLE OF MANAGERIAL SKILLS IN SUCCESS OF AN ORGANIZATION 12
DR. CHAMPA DEVI MAURYA & MAJ. DR. ASHOK KUMAR SHARMA

4. |FACTORS AFFECTING CUSTOMER SATISFACTION: AN EMPIRICAL STUDY ON RETAIL STORES| 15
OF SHOPPING MALL, BHOPAL
DR. ANKUR SAXENA

5. |MUTUAL FUNDS: A RIGHT SOURCE FOR SMALL INVESTORS 18
G. ASHOK REDDY & DR. S. RAGHUNATHA REDDY

6. |AN ANALYTICAL STUDY OF FACTORS AFFECTING EMPLOYEES’ PERFORMANCE IN SARVA| 20
HARYANA GRAMIN BANK
NEHA DANGI & DR. MAHABIR NARWAL

7. |ESTIMATING INDIA’S AGGREGATE IMPORT DEMAND FUNCTION 26
DR. AMAL SARKAR

8. |ASTUDY OF FACILITY MANAGEMENT SERVICES AND ITS AUDIT IN INDIA 31
DR. RAJENDRA SINGH, VINOD GUPTA & DR. NINA JAIN

9. |IMPACT OF TAXATION ON FOREIGN DIRECT INVESTMENT 38
JASLEEN KAUR

10. |ANINTRODUCTION TO GOODS AND SERVICES TAX 2017 41
DR. PRERNA

11. [BRAND PERSONALITY AND BRAND LOYALTY 43
RAMYA JAIN

12. |MOVING FROM EMPLOYEE SATISFACTION TO EMPLOYEE ENGAGEMENT 46
SILKY MADAN

13. |CONSUMERS BUYING BEHAVIOUR AT SUPERMARKET IN TIRUVARUR DISTRICT 51

DR. V. MURUGAN

14. [NON- FINANCIAL REPORTING: CORPORATE SOCIAL RESPONSIBILITY, EXECUTIVES AND| 54

MATERIALITY
PRAKHAR WADHWA

15. |IMPACT OF FDI ON ENVIRONMENTAL QUALITY IN INDIA 57
JASLEEN KAUR

16. |CORPORATE SOCIAL RESPONSIBILITY IN INDIA 60

AARUSHI JAIN & GURJOT KAUR

17. [SARIMA MODEL OF MALARIA IN NIGERIA: A CASE STUDY OF MALARIA CASES OF ATEACHING| 63
HOSPITAL IN NIGERIA
ADEKANMSBI, D.B

18. |UNDERSTANDING THE CONCEPT OF ENTREPRENEURIAL EDUCATION: CHALLENGES AND| 70
IMPLICATIONS
AFIFA IBRAHIM

19. [MIGRATION TO CITIES REVS UP PROFITABILITY IN HOUSING SECTOR 73
MANEESHA GAUR

20. |GOODS AND SERVICE TAX (GST): A BRIEF INTRODUCTION 75
SAPNA

REQUEST FOR FEEDBACK & DISCLAIMER 80

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

CHIEF PATRON
Prof. (Dr.) K. K. AGGARWAL
Chairman, Malaviya National Institute of Technology, Jaipur
(An institute of National Importance & fully funded by Ministry of Human Resource Development, Government of India)
Chancellor, K. R. Mangalam University, Gurgaon
Chancellor, Lingaya’s University, Faridabad
Founder Vice-Chancellor (1998-2008), Guru Gobind Singh Indraprastha University, Delhi
Ex. Pro Vice-Chancellor, Guru Jambheshwar University, Hisar

FOUNDER PATRON
Late Sh. RAM BHAJAN AGGARWAL
Former State Minister for Home & Tourism, Government of Haryana
Former Vice-President, Dadri Education Society, Charkhi Dadri
Former President, Chinar Syntex Ltd. (Textile Mills), Bhiwani

FORMER .CO-ORDINATOR,
Dr. S. GARG
Faculty, Shree Ram Institute of Business & Management, Urjani

ADVISOR
Prof. S. L. MAHANDRU
Principal (Retd.), Maharaja Agrasen College, Jagadhri

EDITOR
Dr. R. K. SHARMA
Professor & Dean, Bharti Vidyapeeth University Institute of Management & Research, New Delhi

CO-EDITOR.
Dr. BHAVET
Faculty, Shree Ram Institute of Engineering & Technology, Urjani

EDITORIAL ADVISORY BOARD
Dr. CHRISTIAN EHIOBUCHE
Professor of Global Business/Management, Larry L Luing School of Business, Berkeley College, USA
Dr. JOSE G. VARGAS-HERNANDEZ
Research Professor, University Center for Economic & Managerial Sciences, University of Guadalajara, Gua-
dalajara, Mexico
Dr. M. N. SHARMA
Chairman, M.B.A., Haryana College of Technology & Management, Kaithal
Dr. TEGUH WIDODO
Dean, Faculty of Applied Science, Telkom University, Bandung Technoplex, JI. Telekomunikasi, Indonesia
Dr. M. S. SENAM RAJU
Professor, School of Management Studies, .G.N.O.U., New Delhi
Dr. KAUP MOHAMED
Dean & Managing Director, London American City College/ICBEST, United Arab Emirates
Dr. ANIL K. SAINI
Professor, Guru Gobind Singh Indraprastha University, Delhi

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

Dr. ARAMIDE OLUFEMI KUNLE
Dean, Department of General Studies, The Polytechnic, Ibadan, Nigeria
Dr. SYED TABASSUM SULTANA
Principal, Matrusri Institute of Post Graduate Studies, Hyderabad
Dr. MIKE AMUHAYA IRAVO
Principal, Jomo Kenyatta University of Agriculture & Tech., Westlands Campus, Nairobi-Kenya
Dr. NEPOMUCENO TIU
Chief Librarian & Professor, Lyceum of the Philippines University, Laguna, Philippines
Dr. ANA STAMBUK
Head of Department of Statistics, Faculty of Economics, University of Rijeka, Rijeka, Croatia
Dr. FERIT OLGER
Professor & Head of Division of Management & Organization, Department of Business Administration, Fac-
ulty of Economics & Business Administration Sciences, Mustafa Kemal University, Turkey
Dr. SANJIV MITTAL
Professor & Dean, University School of Management Studies, GGS Indraprastha University, Delhi
Dr. SHIB SHANKAR ROY
Professor, Department of Marketing, University of Rajshahi, Rajshahi, Bangladesh
Dr. NAWAB ALI KHAN
Professor & Dean, Faculty of Commerce, Aligarh Muslim University, Aligarh, U.P.
Dr. SRINIVAS MADISHETTI
Professor, School of Business, Mzumbe University, Tanzania
Dr. ABHAY BANSAL
Head, Department of Information Technology, Amity School of Engg. & Tech., Amity University, Noida
Dr. KEVIN LOW LOCK TENG
Associate Professor, Deputy Dean, Universiti Tunku Abdul Rahman, Kampar, Perak, Malaysia
Dr. OKAN VELI SAFAKLI
Associate Professor, European University of Lefke, Lefke, Cyprus
Dr. V. SELVAM
Associate Professor, SSL, VIT University, Vellore
Dr. BORIS MILOVIC
Associate Professor, Faculty of Sport, Union Nikola Tesla University, Belgrade, Serbia
Dr. N. SUNDARAM
Associate Professor, VIT University, Vellore
Dr. IQBAL THONSE HAWALDAR
Associate Professor, College of Business Administration, Kingdom University, Bahrain
Dr. MOHENDER KUMAR GUPTA
Associate Professor, Government College, Hodal
Dr. ALEXANDER MOSESOV
Associate Professor, Kazakh-British Technical University (KBTU), Almaty, Kazakhstan
RODRECK CHIRAU
Associate Professor, Botho University, Francistown, Botswana
Dr. PARDEEP AHLAWAT
Associate Professor, Institute of Management Studies & Research, Maharshi Dayanand University, Rohtak
Dr. DEEPANJANA VARSHNEY
Associate Professor, Department of Business Administration, King Abdulaziz University, Saudi Arabia
Dr. BIEMBA MALITI
Associate Professor, School of Business, The Copperbelt University, Main Campus, Zambia
Dr. KIARASH JAHANPOUR
Research Adviser, Farabi Institute of Higher Education, Mehrshahr, Karaj, Alborz Province, Iran

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

Dr. SAMBHAVNA
Faculty, I.1.T.M., Delhi
YU-BING WANG
Faculty, department of Marketing, Feng Chia University, Taichung, Taiwan
Dr. MELAKE TEWOLDE TECLEGHIORGIS
Faculty, College of Business & Economics, Department of Economics, Asmara, Eritrea
Dr. SHIVAKUMAR DEENE
Faculty, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga
Dr. THAMPOE MANAGALESWARAN
Faculty, Vavuniya Campus, University of Jaffna, Sri Lanka
Dr. JASVEEN KAUR
Head of the Department/Chairperson, University Business School, Guru Nanak Dev University, Amritsar
SURAJ GAUDEL
BBA Program Coordinator, LA GRANDEE International College, Simalchaur - 8, Pokhara, Nepal
Dr. RAJESH MODI
Faculty, Yanbu Industrial College, Kingdom of Saudi Arabia

FORMER TECHNICAL ADVISOR,

AMITA

FINANCIAL ADVISORS
DICKEN GOYAL
Advocate & Tax Adviser, Panchkula
NEENA
Investment Consultant, Chambaghat, Solan, Himachal Pradesh

LEGAL ADVISORS
JITENDER S. CHAHAL
Advocate, Punjab & Haryana High Court, Chandigarh U.T.
CHANDER BHUSHAN SHARMA
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri

SUPERINTENDENT
SURENDER KUMAR POONIA

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to the recent developments & practices in the areas of Com-
puter Science & Applications; Commerce; Business; Finance; Marketing; Human Resource Management; General Management; Banking; Economics;
Tourism Administration & Management; Education; Law; Library & Information Science; Defence & Strategic Studies; Electronic Science; Corporate Gov-
ernance; Industrial Relations; and emerging paradigms in allied subjects like Accounting; Accounting Information Systems; Accounting Theory & Practice;
Auditing; Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History;
Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International Economics
& Trade; International Finance; Macro Economics; Micro Economics; Rural Economics; Co-operation; Demography: Development Planning; Development
Studies; Applied Economics; Development Economics; Business Economics; Monetary Policy; Public Policy Economics; Real Estate; Regional Economics;
Political Science; Continuing Education; Labour Welfare; Philosophy; Psychology; Sociology; Tax Accounting; Advertising & Promotion Management;
Management Information Systems (MIS); Business Law; Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business;
Health Care Administration; Labour Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-Profit Or-
ganizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development; Pro-
duction/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials Management; Re-
tailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism & Hospitality; Transpor-
tation Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; Computer
Graphics; Computer Organization & Architecture; Database Structures & Systems; Discrete Structures; Internet; Management Information Systems; Mod-
eling & Simulation; Neural Systems/Neural Networks; Numerical Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Pro-
gramming Languages; Robotics; Symbolic & Formal Logic; Web Design and emerging paradigms in allied subjects.

Anybody can submit the soft copy of unpublished novel; original; empirical and high quality research work/manuscript anytime in M.S. Word format
after preparing the same as per our GUIDELINES FOR SUBMISSION; at our email address i.e. infoijrcm@gmail.com or online by clicking the link online
submission as given on our website (FOR ONLINE SUBMISSION, CLICK HERE).

GUIDELINES FOR SUBMISSION OF MANUSCRIPT

1. COVERING LETTER FOR SUBMISSION:
DATED:

THE EDITOR
IJRCM

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF

(e.g. Finance/Mkt./HRM/General Mgt./Engineering/Economics/Computer/IT/ Education/Psychology/Law/Math/other, please
specify)

DEAR SIR/MADAM

Please find my submission of manuscript titled * ' for likely publication in one of
your journals.

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published anywhere in any language
fully or partly, nor it is under review for publication elsewhere.

| affirm that all the co-authors of this manuscript have seen the submitted version of the manuscript and have agreed to inclusion of
their names as co-authors.

Also, if my/our manuscript is accepted, | agree to comply with the formalities as given on the website of the journal. The Journal has
discretion to publish our contribution in any of its journals.

NAME OF CORRESPONDING AUTHOR
Designation/Post*
Institution/College/University with full address & Pin Code
Residential address with Pin Code
Mobile Number (s) with country ISD code
Is WhatsApp or Viber active on your above noted Mobile Number (Yes/No)
Landline Number (s) with country ISD code
E-mail Address
Alternate E-mail Address
Nationality
*i.e. Alumnus (Male Alumni), Alumna (Female Alumni), Student, Research Scholar (M. Phil), Research Scholar (Ph. D.), JRF, Research Assistant, Assistant
Lecturer, Lecturer, Senior Lecturer, Junior Assistant Professor, Assistant Professor, Senior Assistant Professor, Co-ordinator, Reader, Associate Profes-
sor, Professor, Head, Vice-Principal, Dy. Director, Principal, Director, Dean, President, Vice Chancellor, Industry Designation etc. The qualification of
author is not acceptable for the purpose.
INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT
A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

Vi




VOLUME NO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

10.
11.

NOTES:

a) The whole manuscript has to be in ONE MS WORD FILE only, which will start from the covering letter, inside the manuscript. pdf.
version is liable to be rejected without any consideration.

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:

New Manuscript for Review in the area of (e.g. Finance/Marketing/HRM/General Mgt./Engineering/Economics/Computer/IT/
Education/Psychology/Law/Math/other, please specify)

c) Thereis no need to give any text in the body of the mail, except the cases where the author wishes to give any specific message
w.r.t. to the manuscript.

d) The total size of the file containing the manuscript is expected to be below 1000 KB.

e) Only the Abstract will not be considered for review and the author is required to submit the complete manuscript in the first
instance.

f)  The journal gives acknowledgement w.r.t. the receipt of every email within twenty-four hours and in case of non-receipt of
acknowledgment from the journal, w.r.t. the submission of the manuscript, within two days of its submission, the corresponding
author is required to demand for the same by sending a separate mail to the journal.

g) The author (s) name or details should not appear anywhere on the body of the manuscript, except on the covering letter and the
cover page of the manuscript, in the manner as mentioned in the guidelines.

MANUSCRIPT TITLE: The title of the paper should be typed in bold letters, centered and fully capitalised.
AUTHOR NAME (S) & AFFILIATIONS: Author (s) name, designation, affiliation (s), address, mobile/landline number (s), and email/al-

ternate email address should be given underneath the title.

ACKNOWLEDGMENTS: Acknowledgements can be given to reviewers, guides, funding institutions, etc., if any.

ABSTRACT: Abstract should be in fully Italic printing, ranging between 150 to 300 words. The abstract must be informative and eluci-
dating the background, aims, methods, results & conclusion in a SINGLE PARA. Abbreviations must be mentioned in full.

KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic
order separated by commas and full stop at the end. All words of the keywords, including the first one should be in small letters, except
special words e.g. name of the Countries, abbreviations etc.

JEL CODE: Provide the appropriate Journal of Economic Literature Classification System code (s). JEL codes are available at www.aea-
web.org/econlit/jelCodes.php. However, mentioning of JEL Code is not mandatory.

MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It should be free
from any errors i.e. grammatical, spelling or punctuation. It must be thoroughly edited at your end.

HEADINGS: All the headings must be bold-faced, aligned left and fully capitalised. Leave a blank line before each heading.
SUB-HEADINGS: All the sub-headings must be bold-faced, aligned left and fully capitalised.
MAIN TEXT:

THE MAIN TEXT SHOULD FOLLOW THE FOLLOWING SEQUENCE:

INTRODUCTION

REVIEW OF LITERATURE
NEED/IMPORTANCE OF THE STUDY
STATEMENT OF THE PROBLEM
OBJECTIVES

HYPOTHESIS (ES)

RESEARCH METHODOLOGY
RESULTS & DISCUSSION

FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS

LIMITATIONS

SCOPE FOR FURTHER RESEARCH
REFERENCES
APPENDIX/ANNEXURE

The manuscript should preferably be in 2000 to 5000 WORDS, But the limits can vary depending on the nature of the manuscript.

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT Vi

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/




VOLUME NO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183

12. FIGURES & TABLES: These should be simple, crystal CLEAR, centered, separately numbered & self-explained, and the titles must be
above the table/figure. Sources of data should be mentioned below the table/figure. It should be ensured that the tables/figures are
referred to from the main text.

13. EQUATIONS/FORMULAE: These should be consecutively numbered in parenthesis, left aligned with equation/formulae number placed
at the right. The equation editor provided with standard versions of Microsoft Word may be utilised. If any other equation editor is
utilised, author must confirm that these equations may be viewed and edited in versions of Microsoft Office that does not have the
editor.

14. ACRONYMS: These should not be used in the abstract. The use of acronyms is elsewhere is acceptable. Acronyms should be defined
on its first use in each section e.g. Reserve Bank of India (RBI). Acronyms should be redefined on first use in subsequent sections.

15. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised
references in the preparation of manuscript and they may follow Harvard Style of Referencing. Also check to ensure that everything
that you are including in the reference section is duly cited in the paper. The author (s) are supposed to follow the references as per
the following:

. All works cited in the text (including sources for tables and figures) should be listed alphabetically.

J Use (ed.) for one editor, and (ed.s) for multiple editors.

J When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc., in chronologically ascending
order.

. Indicate (opening and closing) page numbers for articles in journals and for chapters in books.

. The title of books and journals should be in italic printing. Double quotation marks are used for titles of journal articles, book chapters,

dissertations, reports, working papers, unpublished material, etc.
. For titles in a language other than English, provide an English translation in parenthesis.

. Headers, footers, endnotes and footnotes should not be used in the document. However, you can mention short notes to elucidate
some specific point, which may be placed in number orders before the references.

BOOKS
. Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.
. Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.

CONTRIBUTIONS TO BOOKS

. Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited
by David Crowther & Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303.

JOURNAL AND OTHER ARTICLES

. Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Jour-
nal of Urban Economics, Vol. 21, No. 1, pp. 83-104.

CONFERENCE PAPERS

. Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Asso-
ciation, New Delhi, India, 19-23

UNPUBLISHED DISSERTATIONS

. Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra.

ONLINE RESOURCES

. Always indicate the date that the source was accessed, as online resources are frequently updated or removed.
WEBSITES
. Garg, Bhavet (2011): Towards a New Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories

http://ijrcm.org.in/

viii




VOLUME NoO. 8 (2017), ISSUE NO. 06 (JUNE) ISSN 0976-2183
IMPACT OF TAXATION ON FOREIGN DIRECT INVESTMENT

JASLEEN KAUR
ASST. PROFESSOR
SGTB KHALSA COLLEGE
UNIVERSITY OF DELHI
DELHI

ABSTRACT
Foreign direct investment is a powerful tool in promoting the economic growth of a country in the present era of globalization. It causes large jumps in the expansion
of different sectors such as education, healthcare, manufacturing industries and leads to creation of more jobs thereby increasing the level of employment in the
country. The rate of FDI inflows has been increasing in India each year since 1991. In order to attract more FDI, many countries try to reframe their tax policies by
introducing different tax incentives such as tax holidays, investment allowances, exemptions, deductions etc. The purpose of the present paper is to review the
impact of taxation and tax incentives on FDI inflows of a country. Based on the review, the study concluded that tax incentives have an impact on the investment
contribution made the foreign investors and reduction in corporate tax is the widely used measure adopted by countries to attract FDI.

KEYWORDS

corporate tax, economic growth, foreign direct investment, taxation, tax incentives.

1. INTRODUCTION
1.1 FDI AND ITS IMPORTANCE
ccording to International Monetary Fund, Foreign Direct Investment refers to an investment made to acquire lasting or long term interest in enterprises
goperating outside of the economy of the investor. It is direct as the investor which can be a foreign company, an individual or a group of entities can control
or manage the foreign enterprise. (Barry Kalodkin, May 2017). Historically, technological advancement paved the way to the emergence of faster means of
communication and transport which led to the movement of investors across national and political boundaries. (Pritchard, 1996). FDI is an important source of
external finance for the countries with limited capital as they can receive finance across the national boundaries from richer countries. (Barry Kalodkin, May 2017).
According to the study by Misra, FDI offers various benefits to the country such as providing long term capital that is necessary for economic development of the
country, creation of new workplaces, bringing new technologies, providing greater access to foreign markets, bringing new managerial skills, attracting companies
from innovative sectors, bringing 'clean technologies' which can improve environmental conditions, increasing employment and level of wages and providing
positive impact on trade balance. (Srikant Misra, 2012). Romer states that FDI helps in the economic development of the country by strengthening human capital
which is the most critical factor in Research and Development. It causes increase in innovation and competition which in turn accelerates technological progress
and productivity and hence leads to economic growth in the country. (Grossman and Helpman, 1991)
1.2 TAX INCENTIVES
Taxation is important because it funds necessary activities and in turn benefits the people of the country. (Holmes, 1904). According to the definition given by
UNCTAD, tax incentives are any incentives which reduce tax burden of a party and encourages them to make investment in a project or sector. They may include
tax holidays, reduced tax rates, carry forward of losses and reduced tariffs. (Hilda M. Alegana, Nov 2014).
Gruber states that tax expenditures are losses that a government undertakes by providing tax deductions, allowances, exemptions, tax credits or preferential tax
rates (Gruber, 2005).
Tax incentives can be broadly divided into four categories- tax holidays, tax credit and investment allowance, timing differences and reduced tax rates. Tax holidays
exempt the new companies from tax for a particular period of time, investment tax credits provide deductions from tax payable whereas investment allowances
are deductions that reduce taxable income. Timing differences can be in the form of deductions in first year or shorter period of depreciation. However, reduced
corporate income tax is the most common form of tax incentive that is used by many countries to encourage investment. (Alicja BRODZKA, 2013)

2. OBJECTIVE OF THE STUDY

To examine the impact of taxation and tax incentives on foreign direct investment (FDI) of a country and draw suitable conclusion.

3. RESEARCH METHODOLOGY

Research work is done by using secondary data which includes various books, research papers, journals and articles from internet.
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4. TRENDS IN FDI AND CORPORATE TAX RATES IN INDIA SINCE 1995

FIGURE 1: CORPORATE TAX RATES IN INDIA SINCE 1995
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Source: Trading Economics, 2017
FIGURE 2: FDI IN INDIA SINCE 1995
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Source: Trading Economics, 2017
Figure 1 represents corporate-tax-rates in India since 1995. The figure clearly shows that there has been a declining trend in the corporate-tax-rates which can be
due to a number of reasons. The highest tax rate, according the data (given by trading economics) was 38.95% in 2001 whereas the lowest was 32.44% in the year
2011. Figure 2 represents that there have been fluctuations in investment made by foreign countries in India. The figure, however, clearly represents an increasing
trend which is a positive indicator for the country. Average amount of FDI in India from 1995 till 2017 has been 1222.53 USD Million (Trading Economics, 2017)

5. DISCUSSION

Several theories have been conducted on analyzing the impact of taxation on FDI of a country. Evidences around the world reveal that tax incentives are effective
in attracting FDI. According to Y. Brauner, Multinational Corporations looking for an optimal investment location are attracted by universal and standardized tax
incentives. (Brauner, 2012). A study conducted in Ireland reveals that for every 1% increment in corporate tax, FDI falls by 3.7%, (Roinn Airgeada, 2014). However,
this estimate cannot be taken as uniform.

Various theories state that reduction in corporate-tax-rates has been the most preferred method adopted by countries. Many tax officials consider reduction in
corporate tax rate as a relatively simpler tax adjustment, readily observed and directly relevant to the investors. (OECD,2007). Study by Dr. Kandpal also states
that countries with considerable FDI rely more on low corporate taxes than on tax holidays. He emphasized that the changing structure of tax incentives has
important implications for domestic and international tax policy. (Kandpal and Kavidayal, 2014)
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There are other implications of the tax incentives for the countries. Favoring FDI by involving tax incentives can give an impression that the system is unfair giving
preferences to the foreign investors which can undermine voluntary compliance within the framework. (OECD,2007). Use of tax incentives results in huge costs in
the form of forgone revenue which would have otherwise used for funding different activities, resource allocation costs which arise when tax incentives create
distortions in investment decisions among different sectors and enforcement and compliance costs in terms of qualifying different requirement and schemes. The
best practice is to discourage special tax incentives in order to attract FDI and favour reduced corporate-tax. It also stated that the elimination of tax incentives
can be a challenge for the policy makers. (OECD, 2007)

6. CONCLUSION

Based on the literature and findings, it can be concluded that FDI plays an important role in the economic growth of the country and introducing tax reforms or
tax incentives is one of the important factors in attracting foreign direct investment in the country. Literature also suggests that reduction in corporate tax rates
is the most preferred method because of simplicity in its application. However, there is no denying the fact that there are other key factors that are considerably
important in attracting FDI such as political environment of the country, infrastructure, labour market conditions, availability of resources, financial factors, gov-
ernment and legal factors etc.
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