VOLUME No. 4 (2013), | ssUE No. 12(DECEMBER) | SSN 0976-2183

INTERNATIONAL JOURNAL OF RESEARCH IN
COMMERCE & MANAGEMENT

S

A Monthly Double-Blind Peer Reviewed (Refereed/Juried) Open Access International e-Journal - Included in the International Serial Directories
Indexed & Listed at:
Open J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)],
Index Copernicus Publishers Panel, Poland [FililICIVAINEIGHSION &. number of libraries all around the world.
Circulated all over the world & Google has verified that scholars of more than 2980 Cities in 165 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. 4 (2013), | ssue No. 12(DECEMBER)

| SSN 0976-2183

CONTENTS

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

1. | IMPACT OF ORGANISED RETAIL ON UNORGANISED RETAIL IN INDIA 1
CMA JAYASHREE RAMANAN & DR. K.P.V.RAMANAKUMAR

2. | AN ANALYSIS OF EMPLOYEE RETENTION PREVAILING IN MANUFACTURING INDUSTRY IN HOSUR, TAMIL NADU 3
DR. B. N. SIVAKUMAR, DR. V. NAVANEETHAKUMAR & K. R. KUMAR

3. | HRD PRACTICES IN BANKS: A STUDY WITH REFERENCE TO PUBLIC AND PRIVATE SECTOR BANKS 7
DR. P. SUCHITRA

4. | PRE-PURCHASE INFORMATION SEARCH BEHAVIOUR OF RURAL CONSUMERS TOWARDS PRE-OWNED CARS 13
DR. M. UMA MAHESWARI & DR. M. JEZER JEBANESAN

5. | LINKING EMOTIONAL INTELLIGENCE, SALES PERFORMANCE AND SALES SUCCESS OF RETAIL SALESPEOPLE: A REVIEW APPROACH 19
DR. M. M. MUNSHI & SANJAY HANJI

6. | REASONS AND EXPECTATIONS OF CUSTOMERS TOWARDS SHAMPOO BRANDS 24
KHAWAJA MUBEENUR RAHMAN & DR. ROSHAN KAZI

7. | TEAM FORMATION STRATEGIES BASED ON PERSONALITY TYPES AND COMMUNICATION STYLES TO IMPROVE TEAM EFFECTIVENESS 28
DR. MARY CHERIAN & DR. KIRUPA PRIYADARSHINI M.

8. | MICROFINANCE CRISIS IN ANDHRA PRADESH AND REGULATORY RESPONSE 32
K. LAKSHMI & DR. S. VASANTHA

9. | COST OPTIMIZATION THROUGH ‘INTERNAL TALENT RETENTION STRATEGIES’: AN ANALYTICAL STUDY 37
DR. SONALI DHARMADHIKARI

10. | TALENT MANAGEMENT: A NEW CORPORATE MANTRA 42
K. USHA

11. | RATIONALITY AND EMOTIONALITY IN CUSTOMERS’ ADVERTISING AND BRAND ELEMENT RECOLLECTION: A STUDY ON LOYAL| 45
CUSTOMERS OF CERTAIN BRANDS
VINOD URATH & N. R. NARAYANAN

12. | INDUSTRIAL-CORPORATE SOCIAL RESPONSIBILITY 49
KONDA SANTOSH KUMAR & GHANATHE RAMESH

13. | BRING YOUR OWN DEVICE (BYOD): AN EMPIRICAL STUDY ACROSS INDUSTRIES 54
RINKU MAHINDRU

14. | FOREIGN BANKS IN INDIA: A LITERATURE REVIEW 58
NEHA NAINWAL

15. | COST-BENEFIT ANALYSIS OF BUS TRANSPORT IN KUMBAKONAM REGION OF TAMIL NADU 63
DR. C. KUMARAN

16. | RELATIONSHIP BETWEEN INDIAN CAPITAL MARKET AND FOREIGN INSTITUTIONAL INVESTMENT 66
DR. SUMAN DAHIYA GAINA

17. | AN ANALYSIS OF EFFECTS OF ENVIRONMENTAL PERFORMANCE OF CONSUMER GOODS INDUSTRY AND THE FINANCIAL PERCEPTION OF | 71
THE INVESTORS: A COMPARISON OF INDIAN AND US FIRMS
AMOGH TALAN

18. | DESIRED CONTRIBUTION: IMPACT OF PENSION FUND MANAGERS PERFORMANCE ON RISK AND RETURN 76
SATHISHA H K, SOWMVYA G S & SUSHMA K

19. | AGE WISE STUDY OF JOB SATISFACTION OF DELHI UNIVERSITY FACULTY 87
NARANDER KUMAR NIGAM & SAUMYA JAIN

20. | THE EFFECT OF OWNERSHIP STRUCTURE ON AUDIT QUALITY 94
ROYA DARABI & NOTASH MOGHADAM

21. | A REFLECTION ON THE NATURE OF CORPORATE GOVERNANCE IN INDIA 100
SHWETA SATIIA

22. | THE PERCEPTION OF AGRICULTURAL STUDENTS AND SELF-EMPLOYMENT IN AGRIBUSINESS: A CASE STUDY OF STUDENTS OF UNIVERSITY | 104
FOR DEVELOPMENT STUDIES, GHANA
HUDU ZAKARIA, HAMZA ADAM & AFISHATA MOHAMMED ABUJAJA

23. | ISLAMIC BANKING AND IJARAH FINANCING IN PAKISTAN 109
KALSOOM AKHTAR, AIMAN CHISHTI, SAMRA KANWAL, NADIA ASLAM & SOBIA ASLAM

24. | ENVIRONMENTAL AUDIT: STEP TOWARDS SUSTAINABLE DEVELOPMENT 118
DR. S. K. JHA

25. | CHIT FUND- ROTATION OF MONEY 122
NAZIA ABBAS ABIDI

26. | CURRENCY DEVALUATION: A STORY FROM 1966 TO 2013 124
REKHA RANI

27. | CHILD LABOUR AND TRADE LIBERALISATION 129
SIDDHARTH RATHORE

28. | CORPORATE SOCIAL RESPONSIBILITY IN INDIAN BANKING SECTOR: A STUDY OF SONIPAT BRANCHES 134
KAVERI HANS & DR. MANISHA

29. | AN ASSESSMENT ON JOB SATISFACTION OF ACADEMIC EMPLOYEES: A SURVEY ON ETHIOPIAN PRIVATE INSTITUTIONS OF HIGHER| 138
LEARNING
MULU ADERIE ALEMU

30. | REGULATIONS IN INDIAN CORPORATE DEBT MARKET 145
ANSHIKA AGARWAL

154

REQUEST FOR FEEDBACK & DISCLAIMER

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. 4 (2013), | ssUE No. 12(DECEMBER) | SSN 0976-2183

CHIEF PATRON

PROF. 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
FormerVice-President, Dadri Education Society, Charkhi Dadri
FormerPresident, Chinar Syntex Ltd. (Textile Mills), Bhiwani

CO-ORDINAIOR,

DR. SAMBHAV GARG
Faculty, Shree Ram Institute of Business & Management, Urjani

ADVISORS

DR. PRIYA RANJAN TRIVEDI
Chancellor, The Global Open University, Nagaland
PROF. M. S. SENAM RAJU
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi
PROF. M. N. SHARMA
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal
PROF. S. L. MAHANDRU
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri

EDITOR,

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

CO-EDITOR.
DR. BHAVET
Faculty, Shree Ram Institute of Business & Management, Urjani

EDITORIAL ADVISORY BOARD

DR. RAJESH MODI
Faculty, YanbulndustrialCollege, Kingdom of Saudi Arabia
PROF. SANJIV MITTAL
UniversitySchool of Management Studies, GuruGobindSinghl. P. 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. 4 (2013), | ssUE No. 12(DECEMBER) | SSN 0976-2183

PROF. ANIL K. SAINI

Chairperson (CRC), GuruGobindSinghl. P. University, Delhi
DR. SAMBHAVNA
Faculty, I.I.T.M., Delhi
DR. MOHENDER KUMAR GUPTA
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad
DR. SHIVAKUMAR DEENE
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga

ASSOCIATE EDITORS

PROF. NAWAB ALI KHAN
Department of Commerce, Aligarh Muslim University, Aligarh, U.P.
PROF. ABHAY BANSAL

Head, Department of Information Technology, Amity School of Engineering & Technology, Amity
University, Noida

PROF. V. SELVAM
SSL, VIT University, Vellore
PROF. N. SUNDARAM
VITUniversity, Vellore
DR. PARDEEP AHLAWAT
Associate Professor, Institute of Management Studies & Research, MaharshiDayanandUniversity, Rohtak
DR. S. TABASSUM SULTANA

Associate Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad

TECHNICAL ADVISOR.

AMITA
Faculty, Government M. S., Mohali

FINANCIAL ADVISORS

DICKIN 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. 4 (2013), | ssue No. 12(DECEMBER) I SSN 0976-2183

CALL FOR MANUSCRIPTS

We invite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the areas of
Computer 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 Governance; 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 Organizations; Office
Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational Development;
Production/Operations; International Relations; Human Rights & Duties; Public Administration; Population Studies; Purchasing/Materials
Management; Retailing; Sales/Selling; Services; Small Business Entrepreneurship; Strategic Management Policy; Technology/Innovation;
Tourism & Hospitality; Transportation 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; Modeling & Simulation; Neural Systems/Neural Networks; Numerical
Analysis/Scientific Computing; Object Oriented Programming; Operating Systems; Programming 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/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify)
DEAR SIR/MADAM

Please find my submission of manuscript entitled * ' for possible publication in your journals.

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

| affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s).

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our
contribution in any of your journals.

NAME OF CORRESPONDING AUTHOR:

Designation:

Affiliation with full address, contact numbers & Pin Code:
Residential address with Pin Code:

Mobile Number (s):

Landline Number (s):

E-mail Address:

Alternate E-mail Address:

NOTES:

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

b)  The sender is required to mentionthe following in the SUBJECT COLUMN of the mail:
New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/
Engineering/Mathematics/other, please specify)

c)  Thereis no need to give any text in the body of 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 required to be below 500 KB.

e)  Abstract alone 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 and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission
of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal.

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised.

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email
address should be in italic & 11-point Calibri Font. It must be centered underneath the title.

4, ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods,
results & conclusion in a single para. Abbreviations must be mentioned in full.

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. 4 (2013), | ssue No. 12(DECEMBER) I SSN 0976-2183

5. _: 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 stops at the end.

6. _: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and
single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every
page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited.

7. _: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each
heading.

8. _: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.

9. _: The main text should follow the following sequence:
INTRODUCTION

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

HYPOTHESES

RESEARCH METHODOLOGY
RESULTS & DISCUSSION

FINDINGS
RECOMMENDATIONS/SUGGESTIONS
CONCLUSIONS

SCOPE FOR FURTHER RESEARCH
ACKNOWLEDGMENTS

REFERENCES
APPENDIX/ANNEXURE

It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS.

10. _: These should be simple, crystal clear, centered, separately numbered &self explained, and 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.

11. _:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right.

12. _: 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 are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following:

4 All works cited in the text (including sources for tables and figures) should be listed alphabetically.
4 Use (ed.) for one editor, and (ed.s) for multiple editors.
4 When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order.
4 Indicate (opening and closing) page numbers for articles in journals and for chapters in books.
4 The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working
papers, unpublished material, etc.
o For titles in a language other than English, provide an English translation in parentheses.
4 The location of endnotes within the text should be indicated by superscript numbers.
PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES:
BOOKS
4 Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.
i Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.
CONTRIBUTIONS TO BOOKS
4 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

4 Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal 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 Association, New Delhi, India,
19-22 June.

UNPUBLISHED DISSERTATIONS AND THESES

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

ONLINE RESOURCES

i Always indicate the date that the source was accessed, as online resources are frequently updated or removed.

WEBSITES

4 Garg, Bhavet (2011): Towards a New Natural 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/

Vi




VoLUME No. 4 (2013), | ssue No. 12(DECEMBER) I SSN 0976-2183
CHIT FUND- ROTATION OF MONEY

NAZIA ABBAS ABIDI
FACULTY
DEPARTMENT OF BUSINESS MANAGEMENT
DR. ZAKIR HUSSAIN INSTITUTE
RANCHI

ABSTRACT
Today, investment is related to saving and deferring consumption. This word investment is investment is involved in a lot of areas of economy. There are basically
two types of institution where an individual invest his/her money. The first one is bank and the second one is NBFC. Bank is one that holds banking license and
works under the Rules and regulations of RBI. Whereas NBFC are financial institution that provide banking facility without meeting the services without meeting
the legal definitions of bank. Chit Fund also comes under definition of NBFC by RBI under the sub head miscellancusnon banking company (MNBC). But RBI not
laid down any regulatory frame work for them. Due to this a lot of chit fund companies are making fraud with poor people.

KEYWORDS
Chit Fund, NBFC, RSCA.

INTRODUCTION

here are so many ways of money investment by people, in which chit is a very common form of investing money by people. Chit fund is a kind of saving

schemes that is practiced in India. These chit fund companies come under Non Banking Financial Companies (NBFC), NBFC is that under which a person

enters into an agreement with a specified person that everyone of them shall subscribe a certain sum of money by the way of periodic installment over a
definite period and that each subscriber, shall in his turn, as determined by lot or a auction or by tender or in such other manner as specified in the chit
agreement, be entitled to the chit amount. Such chit fund schemes may be conducted by organized financial institution or may be unorganized schemes that are
conducted between friends or relatives. In early decades these chit funds were in an unorganized form that was done through money lender.
Chit fund business is mainly regulated under the Central Act of Chit Fund Act, 1982 and the rules framed under this Act are by various State Government for this
purpose. Central Government has not framed any rule to operate this institution. As we know that a chit fund is financial institution, they are of various form
and lack in standardized form. Chit funds have regular members who make periodical subscriptions to the fund. The periodic collection is given to some
members of the chit funds selected on the previously agreed criterion. The beneficiary is selected usually on the basis of bids or by draw of lots or in some cases
by auction or by tender. In any case , each member of the chit fund is assured of his/her turn before the second round starts and any members becomes entitled
to get periodic collection again. Chit fund are Indian version of ROSCA (Rotating Saving And Credit Association) , that found across the globe. ROSCA are the poor
man’s bank, where money is not idle for long but changes hand rapidly, that satisfies both consumption and production needs.

MATERIALS AND METHODS

While preparing this article focus has been kept on history of chit fund, types of chit fund and about types of chit fund companies. Both primary as well as
secondary sources of information have been taken into consideration. Substantial care has been also taken for objectives and corrections that are present in the
presentation.

RESULT AND DISCUSSION

There are a lot of chit fund companies as different chit fund operate in different ways and there are also a lot of fraudulent practiced by many private firms. Chit
fund operation is not illegal, in fact the operation is almost unique to India and till recently when banks were rare, chit funds are the most acceptable way to get
bulk cash for a lot of households that were looking for finance. A chit fund company uses a wide range of trick. The general pattern of the chit fund can be
noticed by a simple formula:-

Monthly Premium*Duration of Month= Gross Amount

The chitty starts on an announced date and every subscriber come together for the lot. When there are more than one person want to take that minimum sum,
lot are conducted and the “lucky subscriber” got the prize money, for the month. If no individual person is willing to take the minimum sum, then the reverse lot
is conducted. Where subscriber open bid for lower amount. That person whose bidding amount is lowest sum gets the bid amount. In both cases the lot
discount that is the difference between the gross sum and net amount is equally distributed among subscribers or it is deducted from the monthly premium. The
same practice is repeated every month and each of the subscribers get a chance to receive same money. Basically, chit is a mutually beneficial scheme where in
a group of people contributes towards the chit value and one member from the group is given the prize amount and the dividends are distributed to all other
member. As for example: - if anyone consider a chit value of Rs. 1, 00000/~ with 50 members in the group each member has to contribute Rs.2000/- where by
(50*2000) Rs 100000/- is collected.

An lllustration To Explain How Chit Fund Works

If we suppose that there is commencing a new chit group. The value of chit is 500,000. This amount is known as Chit value.

Rs. 500,000+50 Months+50 People

For doing the illustration that how a chit works we will consider the duration of the chit to be 50 months. This is known as term period for the chit group. After
that the foreman or the chit fund company has to gather 50 people who are interested in investing in this chit group. These 50 persons are called subscriber.
Once, the chit group commences the foremen has to register of chits. He has to pay 100% of chit values as security. This amount can be withdrawn only after the
chit group closes and every subscriber is paid what is due to him or her. This regulation protects the interest of subscriber to a certain extent. The amount
collected from the members in the group is called pot. The amount to be saved every month by the subscriber is called chit value /No of person’s i.e.
500,000/50=10,000. This is also known as monthly subscription. It may be noted here that the number of persons investing in a chit and duration of the chit is
always the same. The maximum monthly contribution or subscription amount that a subscriber will pay is 10,000.

The subscriber does not always pay the entire subscription amount every month. Let us now see how and why a subscriber does not have to pay the entire
amount.

HIGHEST BID 35% of Rs.500, 000 = 175,000 Discount

175,000 are called Chit Discount.

The maximum discount or maximum bid permitted ranges from 30-40%. For the purpose of this illustration we have to assume that a subscriber has bid 35% of
the chit value. 35% of 500,000 are 175,000. This amount is called Chit Discount.
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5% of 500,000 = 25,000 that is Chits Company’s commission.

150,000/50 Members = 3000 Dividend.

Rs.7000/Member Rs. 7000/Member.
Rs.7000/Member ——— ____Rs. 7000/Member.

TOTAL MONEY OF
— MEMBERS ]

Rs. 7000/Member L___Rs.7000/Member.

Rs.7000/Member < > Rs.7000/Member.

The company charges 5% of chit values as commission. In this illustration that amount would be 25,000. This would deduct from chit discount i.e. 175,000-
25,000 = 150,000. This amount is available for equal distribution among the subscribers. In this example 150,000 would be divided equally among 50 subscribers.
Each subscriber would get a discount of 150,000/50 =3000. This amount is known as dividend. In the following month all subscriber would have to only pay Rs.
7000 instead of Rs. 10,000. This is because they have earned a chit discount of 3000. Depending upon the competition within the chit group the discount percent
would vary. The least discount would be 5% which is the company’s commission. The bidding process will continue until the end of the chit period.

In this manner, the subscriber can borrow more than what they paid in the first half period of the chit term and save their money if they decide.

There are a lot of chit fund companies in which some are given below:-

. Golden Chit Fund Private Ltd.

. Bindia Funds Pvt. Ltd.

. Mutual Financial Brotherhood Pvt. Ltd.

. Trade Winds Chit Fund Private Ltd.

. Saradha Groups Financial Ltd.

These companies’s have a ponzy scheme. They promise their client to double their money in a very short term but they become failure to fulfill their promises. A
lot of poor family and middle class family want to make profit or earn money in a short period.

CASE 1

Saradha Group Company its Kolkata based chit Fund Company that was came under scam of fraudulent. It believed to be running a wide variety of collective
investment schemes collapsed. As the case demonstrates, there is still a clear need for more transparency correction and regulation is not just India but at the
highest level of global financial market.

CASE 2

The Economic Offences Wing (EOW) of Crime Branch (CB) arrested a director of controversial money circulation company Flourish India, on charges of
embezzling nearly Rs. 100 crore public deposits.

The company ventured into real estate music, tourism and hospitality business by allegedly diverting public money collected through the money circulation
wing. Though a case was recently registered against the company at Barpali Police station in Bargarh District, the CB subsequently took over the investigation.

CONCLUSION

Chit fund is not illegal the problem of chit fund is its rotation of money, its ponzy scheme that has been spread all over the India. So the Government of India and
the market regulator SEBI, RBI will have to activate a mandatory regulatory mechanism to control the mushrooming activities of chit fund. People have to be
aware before investing money in any Chit Fund or NBFC they have to take proper enquiry of the company.
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